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w o u l d  hav e  to r e l y  e n t i r e l y ' o n  the federal g o v e r n m e n t  
w i t h  r e g a r d  to b o u h  oil sp i ll  p r e v e n t i o n  and  cl eanup. 
C o n g r e s s  n e v e r  i n t e n d e d  an e x c l u s i v e  feder al  r o l e  in 
t hese activities, and, g i v e n  th e u n i q u e  d e m a n d s  w h i c h  
A l a s k a ' s  h o s t i l e  e n v i r o n m e n t  p l a c e s  u p o n  oil s p i l l  
c l e a n u p  technology, an active, c o o p e r a t i v e  s t at e r o l e  i n  
oil spill c l e a n u p  is imperative.

A t  t h e  same time, I am s y m p a t h e t i c  to the c r i t i c i s m s  
w h i c h  i n d u s t r y  h as v o i c e d  r e g a r d i n g  state oi l sp i ll  
funds. M o s t  oil spill funds r e qu ir e s e t t i n g  a s i d e  
m a s s i v e  amo u nt s of m o n e y  —  u n d e r  A l a s k a ' s  e x i s t i n g  law, 
$30 m i l l i o n  —  in a n t i c i p a t i o n  o f  a c a t a s t r o p h i c  o i l  
discharge. W h i l e  i n d u s t r y  r e p r e s e n t a t i v e s  r e c o g n i z e  t h a t  
a m a j o r  spill m a y  e v e n t u a l l y  occur, t h e y  also p o i n t  o u t  
that, for m a n y  years, th is  m o n e y  m a y  lie dormant. 
C o n t r i b u t i n g  to a large f u n d  in e v e r y  c o a s t a l  s t a t e  
c r e a t e s  a v e r y  real a nd s u b s t a n t i a l  burden.

T he b i l l  I am t r a n s m i t t i n g  to y o u  r e p r e s e n t s  an a t t e m p t  
to r e s p o n d  to t h os e  concerns, w h i l e  a t  the same t i m e  
f u l f i l l i n g  t h e  goals o f  any e f f e c t i v e  oil s p i l l  
legislation. T he b i l l  does n o t  p r o v i d e  for t h e  
e s t a b l i s h m e n t  of a n y  "fund" at all. Rather, it p r o v i d e s  
for the l e v y i n g  of an a s s e s s m e n t  o n  oil t e r m i n a l  
f ac il it ie s —  at a s u b s t a n t i a l l y  l ow e r rate t h a n  u n d e r  
e x i s t i n g  l aw —  w h i c h  w i l l  c o n s t i t u t e  p r o g r a m  r e c e i p t s  
for the d e p a r t m e n t ' s  oil p o l l u t i o n  c o n t r o l  program, a n d  
s t a t e - i n c u r r e d  oil spill c l e a n u p  c o s t s . To k e e p  t h e  
a s s e s s m e n t s  w i t h i n  m o d e r a t e  levels, the p o t e n t i a l  o f  a 
c a t a s t r o p h i c  spill is n o t  to be i n c l u d e d  in t h e  
d e p a r t m e n t ' s  p r o j e c t i o n s  o f  oil spill c l e a n u p  costs. 
Rather, if a c a t a s t r o p h i c  spill occurs, r e s p o n s e  w i l l  b e  
h a n d l e d  u n d e r  m y  o f f i c e ' s  e x i s t i n g  e m e r g e n c y  a u t h o r i t y  i n  
AS 26.23.

P r o m p t  c o n s i d e r a t i o n  o f  this l e g i s l a t i o n  is a m a t t e r  o f  
h i g h  priority. U n l e s s  t h e s e  a m e n d m e n t s  are enacted, t h e  
state w i l l  lose its sole f u n d i n g  m e c h a n i s m  for its o i l  
p o l l u t i o n  cont r ol  program, and will h a v e  n o  funds 
a v a i l a b l e  to r e s p o n d  to oil spills.

Sincerely,

j y g s "

J a y  S. H a m m o n d
G o v e r n o r
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III. ANALYSIS

G e n e r a l  D i s c u s s i o n

Th is  bill, "An a c t  r e l a t i n g  to the p r e v e n t i o n  and c o n t r o l  of 
oil po l lu ti on " is s u b m i t t e d  in o r d e r  to m a i n t a i n  an o i l  p o l l u­
tion c o n t r o l  f u n c t i o n  for the S t a t e  of Alaska. The  e x i s t i n g  
laws w h i c h  e s t a b l i s h e d  this function, AS 30.20 a n d  p o r t i o n s  of 
A S  30.25, have b e e n  d e c l a r e d  u n c o n s t i t u t i o n a l ,  t he re f o r e ,  
c o n t i n u e d  c o l l e c t i o n  o f  r e c e i p t s  u n d e r  that law is u n f e a s i b l e .

U n d e r  e x i s t i n g  law the C o a s t a l  P r o t e c t i o n  Fun d w a s  e s t a b l i s h e d  
as a r e v o l v i n g  fund of $ 3 0, 000,000. Thi s was a c c r u e d  o v e r  a 
f i v e - y e a r  p e ri od  by c o l l e c t i o n  of r i s k  c h a r g e s  f r o m  o i l  t a n k e r s  
a n d  t e r m i n a l  o pe ra to r s.  T h e  c o l l e c t i o n  als o c o v e r e d  a d m i n i s t r a­
tive  co st s for oil p o l l u t i o n  control.

S e c t i o n  30. 2 5. 02 0 of this bi ll  a u t h o r i z e s  the c o l l e c t i o n  o f  a 
p o l l u t i o n  c o n t r o l  a s s e s s m e n t  f r o m  the o p e r a t o r s  of o i l  t e r m i n a l  
f a c i l i t i e s  to fund a d m i n i s t r a t i v e  c os ts  and a n t i c i p a t e d  S t a t e  
c o s t s  for oil spill cleanup. A n  e s t i m a t e d  20% of t h e s e  c o s t s  
c an be r e c o v e r e d  under S e c t i o n  30.25.050.

S e c t i o n  30 . 25.030 s p e c i f i e s  that a b u d g e t  r e q u e s t  m a y  be m a d e  
f r o m  a p p r o p r i a t i o n s  for

(1) a d m i n i s t r a t i v e  expenses;

(2) r e s e a r c h  a n d  d e v e l o p m e n t ;

(3) e s t i m a t e d  e x p e n s e s  to th e  S t a t e  for oil  s pi ll  
cleanup;

(4) oil spill c l e a n u p  and c o n t a i n m e n t  e q u i p m e n t  a n d  
s e r v i c e s .

Fo r FY 80 the D e p a r t m e n t  d e v e l o p e d  the f o l l o w i n g  m a i n t e n a n c e -  
l ev el  b u d g e t  that doe s not i n c l u d e  p r o j e c t e d  S t a t e  c o s t s  for
s pi ll  c l e a n u p  (350.0) or e q u i p m e n t  and mat er ia l .

A d m i n i s t r a t i v e  c o s t s  $450.8
R e s e a r c h  and d e v e l o p m e n t  -0-
S t a t e  c l e a n u p  c o st s  -0-
C l e a n u p  c o n t r a c t s  a nd e q u i p m e n t  -0-

T O T A L  $450.8

T he i n d u s t r y  has c l a i m e d  t h a t  t h o s e  p o r t io n s of these f u nd s 
a s s o c i a t e d  w i t h  A l y e s k a  p i p e l i n e  and m a r i n e  t r a n s p o r t a t i o n  of 
N o r t h  Slope o il can be a dd ed  to the t ariff rate for the  pipeline, 
t h e r e b y  r e d u ci ng  the r e v e n u e s  fro m  the S t a t e ' s  o n e - e i g h t h  
r o y a l t y  oil. This p o s i t i o n  is b e i n g  c o n t e s t e d  by the State. 
S h o u l d  their t ariff c l a i m  be upheld, the cost to the S t a t e  from 
the e x i s t i n g  s t a t u t e  w o u l d  ha ve  bee n a b o u t  $800 ,0 00  p e r  y e a r



for the first five y ea rs  or so of o p er at i on . A s s u m i n g  no l a rg e 
e x p e n d i t u r e s  from the fund, a f t e r  five y ea rs  the r e t u r n  to t he 
o i l  c o m p a n i e s  of their c o n t r i b u t i o n  plus a c c r u e d  i n t e r e s t  w o u l d  
r e d u c e  the c o st  of the St at e  to a n e g l i g i b l e  amount.

It s h ould be noted, however, th at  the a s s e s s m e n t  u n d e r  t h i s  b i l l  
w o u l d  be p a r t i a l l y  o f f s e t  by a r e d u c t i o n  in r o y a l t y  r e v e n u e s .  
S i n c e  the a s s e s s m e n t  w o u l d  p r e s u m a b l y  be v i e w e d  as a t a x  o n  t he 
p i p e l i n e  facility, it w o u l d  be i n c l u d e d  as a p a r t  of t h e  t a r i f f  
o r  t r a n s p o r t a t i o n  c o s t  for t r a n s p o r t i n g  the oi l to m a r k e t  a n d  
w o u l d  r e d u c e  the w e l l h e a d  v a l u e  of oil for p u r p o s e s  o f  c a l­
cu l a t i n g  r o y a l t y  p a y m e n t s  to the State. As the S t a t e ' s  r o y a l t y  
s h a r e  is o n e - e i g h t h  of the v a l u e  of oil pr od uced, the S t a t e  
w o u l d  absorb, in effect, o n e - e i g h t h  of t he asses sm e nt . If the 
s e v e r a n c e  tax o b l i g a t i o n s  s h o u l d  e x c e e d  the c en ts  p e r  b a r r e l  
f l oo r u n d e r  the s e v e r a n c e  t ax statute, t h e n  an a d d i t i o n a l  
a m o u n t  of the a s s e s s m e n t  w o u l d  be b o r n e  by the State.

T h e  a p p r o x i m a t e  r e d u c t i o n  in r e v e n u e  c a n  be e x p r e s s e d  as:

B u d g e t  yea r co st  x 1/8 = p o t e n t i a l  loss of r e v e n u e  p e r  year.

T h e  fo ll owing simple a n a l y s i s  c o m p a r e s  the loss of S t a t e  
r e v e n u e  u n de r the p r o p o s e d  bill a nd u n d e r  the e x i s t i n g  law:

1
B u d g e t  T o t a l  C o s t  R e v e n u e  L o s s

FY Admin.
,  2  

C l e a n u p
Less 20% c l e a n u p  

c o s t  r e c o v e r y
P r o p o s e d

b il l
E x i s t i n g  

Lav;— i n c l u d e s  
admin, p l u s  
$ 6 , 0 0 0 , 0 0 0  
c l e a n u p  fund

80 450.8 350.0 630.0 78.8 806.4

81 477.9 371.0 774.7 96.8 809.7

82 506.5 393.3 8 21.1 1 0 2 . 6 813.3

83 536.9 416.9 870.4 108.8 8 1 7 . 1

84 569.1 441.9 922. 6
T O T A L

115.3
502.3

8 2 1 . 1
4 , 0 6 7 . 6

1
FY 81 throu gh  84 r e f l e c t  a level b u d g e t  plus 
6 % in fl a ti on  factor.

P r o j e c t e d  S t at e c l e a n u p  c o s t  a nd r e v e n u e  loss 
c o u l d  be further r e d u c e d  by a u t h o r i z a t i o n  to 
c ar ry  o v e r  u n e x p e n d e d  funds u n d e r  
S e c ti on  3 0.25.030(b).

a
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S e c t i o n  3 0 .25.040 e s t a b l i s h e s  the m e t h o d  of a s s e s s m e n t  b a s e d  
u p o n  the pre ce di ng  fiscal y e a r ' s  o i l  t h r o u g h o u t  of e a c h  o i l  
terminal. There is n o  a p p r e c i a b l e  costs r e s u l t i n g  f r o m  t hi s  
section.

S e c t i o n  3 0 .25.050 r e q u i r e s  t h a t  the S t a t e  spill c l e a n u p  c o s t s  
be r e c o u p e d  fro m the spiller, fro m a p p l i c a b l e  f e de r al  c l e a n u p  
funds or from a c o m b i n a t i o n  of the two. T h is  p r o c e d u r e  is 
d e s i g n e d  to r e i m b u r s e  the S t a t e  a nd thus h o l d  o v e r a l l  c l e a n u p  
c o s t s  to those f e w  cases w h e r e  the s p i l l e r  c a n n o t  be i d e n t i f i e d .  
It is e s t i m a t e d  th at  a b o u t  20% of c l e a n u p  c os ts  can b e  r e c o v e r e d .  
A s i d e  f r o m  a d m i n i s t r a t i v e  and legal c os t s w h i c h  c a n  b e  a b s o r b e d  
by e x i s t i n g  budgets, no a d d i t i o n a l  e x p e n s e s  are i n c u r r e d  by 
this section.

S e c t i o n  30 .2 5. 05 5  r e q u i r e s  that s p i l l e r  u n d e r t a k e  c l e a n u p  u n d e r  
the s u p e r v i s i o n  and  to the s a t i s f a c t i o n  of the D e p a r t m e n t .  In 
the e v e n t  that c l e a n u p  is not b e i n g  d o n e  p r o p e r l y  or for s p il ls  
fr o m u n i d e n t i f i e d  sources, the D e p a r t m e n t  w o u l d  u n d e r t a k e  
cleanup. This w o u l d  be a c c o m p l i s h e d  t h r o u g h  a c o n t r a c t  w i t h  a 
c o m m e r c i a l  c l e a n u p  company. T h e  e s t i m a t e d  co st s  a r e  d i f f i c u l t  
to p r o j e c t  but p r e s e n t l y  r u n  a b o u t  $15,000 per day.

S e c t i o n  3 0. 25.060 r e q u i r e s  f a c i l i t y  o p e r a t o r s  to d e v e l o p  oil 
s p il l c o n t i n g e n c y  plans. O t h e r  than a d m i n i s t r a t i v e  costs, w h i c h  
c a n  be a b s o r b e d  at p r o p o s e d  b u d g e t  levels, no a d d i t i o n a l  co st s 
to the S t at e are i m po se d  b y  this section.

S e c t i o n  30. 25 .0 7 0 e s t a b l i s h e s  p ro of  of f i n a n c i a l  r e s p o n s i b i l i t y  
r e q u ir em e nt s.  No a d d i t i o n a l  c os ts  to the S t a t e  a b o v e  th e p r o­
po s e d  b u d g e t  level are r e q u i r e d  by this section.

S e c t i o n  30.25.075 e x e m p t s  c e r t a i n  small t r a n s f e r  f a c i l i t i e s  
f r o m  the r e q u i r e m e n t s  for p a y m e n t  of an a s se ss m en t,  a sp il l c o n­
ti n g e n c y  plan, a nd proof of f i n a n c i a l  r e s p o n s i b i l i t y .  N o  d i r e c t  
c o s t s  a r e  incu rr ed  by this section.

S e c t i o n  30.25.080 p e r mi t s the D e p a r t m e n t  to i n s p e c t  o i l  tCi.minal 
f acilities. No a d d i t i o n a l  costs d e r i v e  from this section.

S e c t i o n  3 0. 25.090 p e r m i t s  the D e p a r t m e n t  to a d o p t  ta nk  v e s s e l  
t r a f f i c  and n a v i g a t i o n  re gu la t i o n s .  No a d d i t i o n a l  c o s t  to the 
S t a t e  a b o v e  the p r o p o s e d  b u d g e t  level a r e  i n c u r r e d  by this 
section.

S e c t i o n  35.25.100 e m p o w e r s  the D e p a r t m e n t  to a d o p t  c e r t a i n  
reg ul at io ns . The a t t e n d a n t  a d m i n i s t r a t i v e  and l eg al  co st s  are 
c o v e r e d  in the p r o p o s e d  budget.

S e c t i o n  30.25.110 d e f i n e s  the D e p a r t m e n t ' s  r e s p o n s i b i l i t i e s  in 
t he e v e n t  of a c a t a s t r o p h i c  oil di s ch ar ge . No e s t i m a t e  of the 
i n c r e a s e  in p o l l u t i o n  c o n t r o l  a s s e s s m e n t s  and r e v e n u e  loss to



the S t a t e  r e s u l t i n g  from a c a t a s t r o p h i c  oil  spill c a n  be 
r e a s o n a b l y  made. The c o s t  of c l e a n i n g  up this type of o i l  sp il l  
to a m i n i m u m  a c c e p t a b l e  level h a v e  e x c e e d e d  $ 8 4 , 0 0 0 , 0 0 0  in the 
c a s e  of the A M O C O  CADIZ. Co st s a s s o c i a t e d  w i t h  the A R G O  M E R C H A N T  
a m o u n t e d  to a b o u t  $3 , 00 0 , 0 0 0  a nd no o i l  w a s  r e c o v e r e d  in t h a t  
case.

S e c t i o n  3 0 .2 5 . 1 2 0  e m p o w e r s  the D e p a r t m e n t  to c o n t r a c t  or 
d i r e c t l y  p r o v i d e  o i l  spill c l e a n u p  e q u i p m e n t ,  m a t e r i a l  a n d  
p e r s o n n e l  at v a r i o u s  l oc at i o n s  in the State. This p r o v i s i o n  
is "sta nd by  a u t ho ri ty " and the D e p a r t m e n t  d o e s  n ot c o n t e m p l a t e  
e x e r c i s i n g  this p r e r o g a t i v e  u n l e s s  s p i l l  e x p e r i e n c e  d e m o n s t r a t e s  
t ha t it is a b s o l u t e l y  necessary. C o s t s  a s s o c i a t e d  w i t h  this 
s e c t i o n  a r e  m i n i m a l  a nd are r e f l e c t e d  in o u r  a d m i n i s t r a t i v e  
b u d g e t  proposal.

S e c t i o n s  30.25.140, 150, 160, a n d  170 e s t a b l i s h  a d m i n i s t r a t i v e  
a nd le ga l m e c h a n i s m s  n e c e s s a r y  to or s u p p o r t i v e  of i m p l e m e n t a­
ti o n  of t he bill. A d m i n i s t r a t i v e  and legal c o st s a re b u d g e t e d  
u n d e r  t he p r o p o s e d  a d m i n i s t r a t i v e  budget.



D E P T . O F  E N V IR O N M E N T A L  CONSERVATION
/  P O U C H  0  -  J U N E A U  S S S 1 1  

M a r c h  1 5 ,  1 9 7 9

T h e  H o n o r a b l e  B i l l  M i l e s  
C o - C h a i r m a n ,  H o u s e  R e s o u r c e s  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  R e p r e s e n t a t i v e  M i l e s :

O n  F e b r u a r y  1 3 ,  G o v e r n o r  H am m ond s u b m i t t e d  a  b i l l ,  H o u s e  B i l l  2 0 5 ,  
t h a t  w o u l d  a m e n d  A l a s k a ' s  o i l  p o l l u t i o n  c o n t r o l  l a w s .  T h e  b i l l  w o u l d  
r e p e a l  p o r t i o n s  o f  t h e  e x i s t i n g  s t a t u t e  t h a t  w e r e  f o u n d  t o  b e  l e g a l l y  
d e f e c t i v e .  T h e  b i l l  i s  v i t a l  t o  t h e  m a i n t e n a n c e  o f  t h e  S t a t e ' s  p r o g r a m —  
o i l  p o l l u t i o n  p r e v e n t i o n  a n d  s p i l l  c l e a n u p  a c t i v i t i e s .  I n  f a c t ,  u n l e s s  
t h i s  b i l l  i s  p a s s e d  t o  a s s u r e  f u n d i n g  o f  t h i s  p r o g r a m ,  t h e  S t a t e  o i l  
p o l l u t i o n  e f f o r t s  w i l l  b e  e l i m i n a t e d  o n  J u n e  3 0 ,  1 9 7 9 .

E x p l o i t a t i o n  o f  A l a s k a ' s  o i l  r e s o u r c e s  t o o k  a  q u a n t u m  j u m p  w h e n  t h e  
P r u d h o e  B a y  o i l  b e g a n  f l o w i n g  i n t o  t a n k e r s  a t  V a l d e z .  I n  1 9 7 9  m o r e  
t h a n  o n e  h a l f  b i l l i o n  b a r r e l s  o f  o i l  w i l l  b e  c a r r i e d  t h r o u g h  S t a t e  
w a t e r s  b y  a  f l e e t  o f  7 3  t a n k e r s  m a k i n g  8 2 3  p o r t  c a l l s  i n  A l a s k a .  I n
l i g h t  o f  t h e  u n s t a b l e  w o r l d  o i l  s u p p l y ,  o n e  c a n  r e a s o n a b l y  e x p e c t
g r e a t e r  p r e s s u r e  f o r  i n c r e a s e d  e x p l o r a t i o n ,  p r o d u c t i o n  a n d  t r a n s p o r t a t i o n  
o f  A l a s k a n  o i l .

T h e  p r o p o s e d  l e g i s l a t i o n  w i l l  p r o v i d e  a  m e c h a n i s m  b y  w h i c h  A l a s k a n s  c a n  
b e  a s s u r e d  t h a t  t h i s  o i l  i s  h a n d l e d  i n  a  r e s p o n s i b l e  m a n n e r .  T e r m i n a l s  
t h a t  t r a n s f e r  o ' i l  w i l l  b e ' r e q u i r e d  t o  p l a n  f o r  a n  o i l  s p i l l  a n d  t o  d e m o n ­
s t r a t e  t h a t  t h e y  h a v e  t h e  m e n ,  m a t e r i a l s  a n d  e q u i p m e n t  t o  c o n t a i n  a n d  r e m o v e  
s p i l l e d  o i l  a n d  a l s o  t o  d i v e r t  t h e  s p i l l e d  o i l  f r o m  s e n s i t i v e  e n v i r o n m e n t a l  
a r e a s  i n  t h e  v i c i n i t y  o f  t h e  s p i l l .

O p e r a t o r s  o f  t a n k e r s  a n d  o i l  t e r m i n a l s  w o u l d  b e  r e q u i r e d  t o  p r o v e  t h e i r
a b i l i t y  t o  c o m p e n s a t e  A l a s k a n s  f o r  d a m a g e  t o  t h e i r  p r o p e r t y ,  l o s s  o f  
i n c o m e ,  o r  i n j u r y  t o  t h e i r  p e r s o n  o r  p r o p e r t y .  A c t i o n  f o r  c o m p e n s a t i o n  
c o u l d  b e  b r o u g h t  i n  S t a t e  c o u r t s  a g a i n s t  t h e  s p i l l e r  o r  h i s  i n s u r e r .  T h e s e  
p r o v i s i o n s  a r e  d e s i g n e d  t o  i n s u r e  a  s p e e d y  r e m e d y  f o r  t h e  i n j u r e d  p a r t y  a n d  
t o  h o l d  c o s t s  f o r  l e g a l  s e r v i c e s  t o  a  m in im u m .

T h e  b i l l  p r o v i d e s  a u t h o r i t y  t o  i n s p e c t  t a n k e r s  a n d  o i l  t e r m i n a l s  f o r  
c o m p l i a n c e  w i t h  t h e  S t a t e ' s  o i l  p o l l u t i o n  a b a t e m e n t  l a w s  a n d  r e g u l a t i o n s .  
T h i s  i s  s i m i l a r  t o  p r o v i s i o n s  i n  t h e  e x i s t i n g  l a w .  T h e  i n s p e c t i o n  p r o g r a m  
h a s  b e e n  a  v e r y  e f f e c t i v e  m e a s u r e  w i t h  o v e r  2 5 0  t a n k e r  b o a r d i n g s  i n  FY  7 8  
i n  w h i c h  4 4  m i n o r  s p i l l s  w e r e  d e t e c t e d  a n d  c l e a n e d  u p .  T h e s e  i n s p e c t i o n s
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h a v e  a n  i n e s t i m a b l e  p r e v e n t a t i v e  e f f e c t  b y  i n f o r m i n g  t h e  t a n k e r  p e r s o n n e l  
o f  t h e  S t a t e ' s  s t r i n g e n t  r e q u i r e m e n t s  f o r  o i l  s p i l l  p r e v e n t i o n ,  r e p o r t i n g  
a n d  c l e a n u p  a n d  m o n i t o r i n g  t h e i r  t r a n s f e r  o p e r a t i o n s .

T e r r e s t r i a l  s p i l l s  r e c e i v e  l e s s  p u b l i c  n o t i c e  b u t  a r e  b y  f a r  t h e  m a j o r  o i l  
p o l l u t i o n  p r o b l e m  i n  A l a s k a .  I n  o u r  N o r t h e r n  R e g i o n  ( F a i r b a n k s ) , m o r e  
t h a n  1 . 1  m i l l i o n  g a l l o n s  o f  o i l  w e r e  s p i l l e d  i n  2 0 8  i n c i d e n t s  d u r i n g  1 9 7 8 .

T h e  p r o p o s e d  l e g i s l a t i o n  w i l l  e n a b l e  t h e  S t a t e  t o  d e a l  w i t h  o i l  s p i l l  p r o b l e m s  
b y  p l a c i n g  c e r t a i n  l e g a l  r e q u i r e m e n t s  o n  t a n k e r s  a n d  t e r m i n a ' . s  h a n d l i n g  o i l .
A s m a l l  s t a f f  o f  e i g h t  p e r s o n s  f o r  a d m i n i s t r a t i o n  a n d  e n f o r c e m e n t  i s  p r e s e n t l y  
r e q u i r e d .  I n  a d d i t i o n ,  f u n d s  f o r  S t a t e  c l e a n u p  c o s t s  a r e  n e c e s s a r y  t o  r e p l a c e  
t h e  i n v a l i d  C o a s t a l  P r o t e c t i o n  F u n d .  T h i s  w o u l d  b e  u s e d  p r i n c i p a l l y  f o r  
t r a v e l ,  s u r v e i l l a n c e ,  i n v e s t i g a t i o n ,  s u p p l i e s  a n d  c l e a n u p  m a t e r i a l s ,  a n d  
i f  n e e d e d ,  t h e  s e r v i c e s  o f  c o m m e r c i a l  c l e a n u p  c o n t r a c t o r s ,  a n d  w o u l d  b e  a v a i l a b l e  
t o  a n y  S t a t e  a g e n c y  w i t h  a  n e c e s s a r y  i n v o l v e m e n t  i n  p r e s e r v i n g  o u r  r e s o u r c e s  
f r o m  t h e  e f f e c t s  o f  a n  o i l  s p i l l .

T h e  b i l l  p r o v i d e s  t h a t  t h e  p r o g r a m  b e  f u n d e d  b y  a .t a s s e s s m e n t  a p p o r t i o n e d  
a c c o r d i n g  t o  t h e  o i l  t h r o u g h p u t  o f  a  f a c i l i t y .  I n  t h i s  w a y  t h e  c o s t  i s  
b o r n e  b y  t h o s e  w h o  p o s e  t h e  s p i l l  r i s k — t h o s e  w h o  t r a n s p o r t ,  s t o r e ,  a n d  
t r a n s f e r  o i l .  O u r  m a i n t e n a n c e  l e v e l  b u d g e t  f o r  FY  8 0  w o u l d  b e  $ 4 5 0 , 8 0 0  
f o r  a d m i n i s t r a t i o n  e x p e n s e s  a n d  a n  e s t i m a t e d  $ 3 5 0 , 0 0 0  f o r  c l e a n u p  c o s t s .
I f  a p p o r t i o n e d  c o  t h e  4 3 8 . 0  m i l l i o n  b a r r e l  t h r o u g h p u t ,  t h i s  w o u l d  r e s u l t  
i n  a  $ . 0 0 1 8  a s s e s s m e n t  o n  e a c h  b a r r e l  o f  o i l  t h r o u g h p u t .  T h i s  i s  a n  
a l t o g e t h e r  r e a s o n a b l e  c o s t  f o r  t h e  r i s k  i n v o l v e d .  F o r  e x a m p l e ,  c o n t a i n m e n t  
a n d  c l e a n u p  c o s t s  a v e r a g e  $ 8 4  p e r  b a r r e l  f o r  l a n d  s p i l l s  a n d  $ 4 , 9 0 0  p e r  b a r r e l  
f o r  w a t e r  s p i l l s .  T h e  r e c e n t  G l a c i e r  Q u e e n  s p i l l  i n  S e l d o v i a  B a y  i s  a t y p i c a l ,  
b u t  a p p r o a c h e d  $ 7 0 , 0 0 0  p e r  b a r r e l  a n d  i l l u s t r a t e s  t h e  e x t r a o r d i n a r y  c o s t s  
t h a t  c a n  o c c u r  i n  p r o t e c t i n g  o u r  e n v i r o n m e n t .

T h e  D e p a r t m e n t  h a s  d e v e l o p e d  a  v i a b l e  o i l  p o l l u t i o n  c o n t r o l  p r o g r a m  o v e r  t h e  
p a s t  t w o  y e a r s  t h a t  w a s  b a s e d  o n  s t a t u t e s  t h a t  h a v e  b e e n  e r o d e d  b y  t h e  c o u r t s .
We a r e  n o w  p r o p o s i n g  r e m e d i a l  l e g i s l a t i o n  t h a t  w i l l  a l l o w  A l a s k a n s  t o  m a i n t a i n  
a  c e r t a i n  d e g r e e  o f  c o n t r o l  o v e r -  t h e  q u a l i t y  o f  t h e i r  u n i q u e  e n v i r o n m e n t  a n d  
l i v e l i h o o d .  B y  n o  l o n g e r  m a i n t a i n i n g  a  S t a t e  f u n d  o f  $ 3 0  m i l l i o n  a n d  b y  
p r o v i d i n g  f o r  s u b r o g a t i o n  a n d  c a r r y o v e r  o f  p r o g r a m  r e c e i p t s ,  t h e  f i n a n c i a l  
b u r d e n  t o  t h e  o i l  i n d u s t r y  i s  d r a s t i c a l l y  r e d u c e d .  T h e  FY  8 0  p r o g r a m  c o s t s  
w o u l d  r e d u c e  b y  a  f a c t o r  o f  1 0  f r o m  $ 6 , 4 5 0  m i l l i o n  u n d e r  e x i s t i n g  s t a t u t e s  
t o  $ 6 3 0 , 0 0 0  u n d e r  t h e  p r o p o s e d  l e g i s l a t i o n .

I  s t r o n g l y  e n c o u r a g e  t h e  H o u s e  R e s o u r c e s  C o m m i t t e e  t o  g r a n t  p r i o r i t y  t o  t h i s  
v i t a l  p i e c e  o f  l e g i s l a t i o n .  I f  m y s t a f f  o r  I  c a n  p r o v i d e  a n y  a d d i t i o n a l

C o m m i s s i o n e r

c c : C o m m i t t e e  M e m b e r s
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Introduced: 2/14/79
Referred: Resources and Judiciary

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 205 
IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - FIRST SESSION 
A BILL

For an Act en t i t led :  "An Act re la t in g  to the prevention and control o f o i l
p o l lu t io n ,"

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 30.25.010 - 30.25.360 are repealed.
* Sec. 2. AS 30.25 is  amended by adding new sections to read:

Sec. 30.25.011. POLICY AND PURPOSE, (a) The leg is la tu re  finds
th a t:

(1 ) i t  iB a matter of the highest urgency and p r io r i ty  to 
pro tec t Alaska's coastal and inside water, e s tu a r ie s ,  wetlands, beaches, 
and land from the damage which may be occasioned by the discharge of 
o i l ;

(2 ) the t ran s fe r ,  transporta tion , and offshore exploration 
for and production of o i l  within the ju r isd ic t io n  of the s ta te  is  a 
hazardous undertaking; o i l  discharges may cause both short- and long­
term damage to the environment of the s ta te ,  to owners and users of 
affected  property, to public and priva te  recreation , to residents of 
the s ta te  and other in te re s ts  deriving livelihood from fish ing , hunting, 
tourism and re la ted  a c t iv i t i e s ,  and to the beauty of the s ta te ;  the 
in ten s ity  of o i l  exploration, production, transporta tion , and tran sfe r  
operations in Alaska presents future th rea ts  of po ten tia lly  catastrophic 
proportions, a l l  of which are expressly declared to be inimical to the 
paramount in te re s ts  of the s ta te  as se t  out in th is  section; these 
s ta te  in te re s ts  outweigh any economic and l i a b i l i t y  burdens imposed by 
the le g is la tu re  upon those engaged in o i l  exploration, production,
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transporta tion , or tran s fe r  operations; and
(3) assuring su f f ic ie n t  capab ility , among industry, the 

s ta te  and the federal government, to contain and cleanup discharges of 
o i l  is  of v i ta l  public in te re s t ;  weather conditions, lo g is t ic a l  con­
s t r a in ts  and the re la t iv e  paucity of manpower and equipment resources 
in the s ta te  increase the d i f f ic u l ty  of o i l  discharge containment and 
cleanup in Alaska, making imperative an active s ta te  ro le ; i t  is  the 
policy of the s ta te  th a t,  to the maximum extent p racticab le , prompt 
and adequate containment and cleanup of o i l  discharges is  the respon­
s i b i l i t y  of the discharger; i t  i s  therefore of the utmost importance 
to assure that those engaged in o i l  t ran s fe r ,  transporta tion , explora­
tion , and production operations have sufficient- resources and capa­
b i l i t i e s  to respond to o i l  discharges, and to compensate th ird  persons 
injured by those discharges.

(b) The leg is la tu re  intends by the enactment of th is  le g is la t io n
to:

(1 ) exercise the police power of the s ta te  through the 
Department of Environmental Conservation by conferring upon the depart 
ment the authority  and capab ility  to deal with the hazards and th rea ts  
posed by o il  tran sfe r ,  transporta tion , exploration and production 
operations and to encourage and ensure, in accordance with sec. 311 of 
the federal Clean Water Act, cooperation with the United States Coast 
Guard and other s ta te  and federal departments and agencies;

(2 ) require, through the maximum practicable  use of private  
services and resources, the prompt containment and cleanup of o i l  
d ischarges;

(3) provide assurance that persons suffering  damage from 
these occurrences w ill  be made whole promptly; and

(4) provide for the inspection and supervision of o i l
-2- HB 205



t ransporta tion , t ran s fe r ,  o i l  storage, and offshore exploration and 
production a c t iv i t i e s ,  and guarantee the prompt cleanup of o i l  d is ­
charges and the payment of costs incurred.

Sec 30.25.021. POLLUTION CONTROL ASSESSMENT. (a) At the 
commencement of each f is c a l  year, the Department of Revenue shall 
c o l le c t  from each operator of an o i l  terminal f a c i l i ty  the pollu tion  
control assessment for that f is c a l  year. All money received under 
th is  section sha ll  be deposited in the general fund.

(b) Unless the le g is la tu re  otherwise d irec ts ,  and subject to AS 
30.25.131(b), the to ta l  pollu tion control assessment for any f is c a l  
year must equal the appropriation for the department's o i l  po llu tion
control program for that f i s c a l  year, less any amount collected  under
AS 30.25.051 for the preceding f is c a l  year. The Department of Revenue 
sh a ll  apportion the to ta l  assessment for the f is c a l  year in the manner 
provided in AS 30.25.041.

(c) The assessment is  payable within 30 days a f te r  the operator 
receives b i l l in g  under (a) of th is  section. No person may cause or 
permit the transfe r  of o i l  to or from an o i l  terminal f a c i l i ty  and a 
vessel i f  the operator of the f a c i l i ty  has not paid the assessment 
within that 30-day period, and the transfe r  of o i l  may not resume 
u n t i l  the operator has paid the assessment, together with an additional 
amount which represents five per cent of the assessment for each 
month, or portion of a month, following expiration of the 30-day 
period in which the assessment is  unpaid.

(d) I f  an operator believes that the assessment is  improper,
unlawful or unconstitu tional, he sh a ll ,  within 30 days a f te r  b i l l in g  
under (c) of th is  section, pay the assessment under p ro tes t ,  and 
request an adjudicatory hearing from the department. Failure to pay 
the assessment under p ro tes t  and request a hearing within the 30-day
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period constitu tes  a waiver of the opera to r 's  r ig h t  to administrative 
or ju d ic ia l  review of the assessment.

(e) I f  the department determines tha t the operator is  e n t i t le d  
to a refund, the Department of Administration sha ll  promptly pay the 
refund to the operator, together with in te re s t  computed a t the ra te  of 
eight per cent per year.

(f) The superior court has ju r isd ic t io n  under AS 44.62.560 to 
review decisions of the department with respect to hearing requests 
under (d) of th is  section. The Department of Administration sha ll  
promptly pay any refund judgment.

Sec. 30.25.031. OIL POLLUTION CONTROL PROGRAM BUDGET. (a) The 
department sha ll  submit annually to the leg is la tu re ,  through the 
Department of Administration and the governor, in accordance with the 
Executive Budget Act (AS 37.07), an appropriation request for the 
department's o i l  pollution control program. Appropriation items may 
include:

(1 ) administrative costs re la ted  to th is  chapter;
(2 ) research and development;
(3) the estimated s ta te -incurred  expenses in containing and 

cleaning up non-catastrophic o i l  discharges for the succeeding f isc a l  
year; and

(4) acquisition  or contract costs for o i l  s p i l l  cleanup or 
containment equipment or services.

(b) Unless the leg is la tu re  otherwise d ire c ts ,  any amounts appro­
priated under (a)(3) of th is  section are not one-year appropriations 
under AS 37.25.010 and remain available to the department u n til  spent. 
Commencing with the appropriation request for f is c a l  year 1981, the 
request under (a)(3) of th is  section shall be reduced by that amount 
previously appropriated for tha t purpose which the department projects
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w ill  remain unspent a t the end of the f is c a l  year.
(c) Unless the leg is la tu re  otherwise d irec ts ,  the pollu tion 

control assessment fo\* a f is c a l  year, and amounts collected  under i\S 
30.25.051 in the preceding f is c a l  year, constitu te  program receip ts  
for the o i l  pollu tion control program. Penalties assessed for la te  
payment under AS 30.25.021(c) do not constitu te  program rece ip ts .  I f  
program receip ts  for a f is c a l  year f a l l  short of the amount appropriated 
under th is  section, the appropriation shall be correspondingly reduced. 
The appropriation may be reduced e i ther  pro ra ta  for each appropriation 
item, or by reducing the appropriation for one or more items.

(d) Nothing in th is  section or AS 30.25.021 or 30.25.121 binds 
any leg is la tu re  to make an appropriation for a p a rticu la r  purpose or 
amount.

Sec. 30.25.041. APPORTIONMENT OF ASSESSMENT. (a) The pollu tion 
control assessment sh a ll  be apportioned according to the o i l  throughput 
of each f a c i l i ty  for the f is c a l  year preceding the assessment.

(b) I f  an o i l  terminal f a c i l i ty  was not engaged in normal opera­
tions throughout the f is c a l  year preceding assessment, the department 
shall estimate the l ike ly  throughput of the f a c i l i ty  for the f is c a l  
year for which the assessment is  made, and that estimate must be used 
for the purposes of th is  section.

Sec. 30.25.051. RECOUPMENT OF CLEANUP EXPENSES. The department 
sha ll  promptly seek reimbursement of any o il  discharge cleanup or con­
tainment expenses e i th e r  under AS 46.03.760(e) or by use of an ap p li­
cable federal fund. I f  the department is  able to obtain reimbursement 
for a portion of i t s  expenses from a federal fund, the remainder of 
the expenses incurred may be recouped under AS 46.03.760(e). Funds 
reimbursed under th is  section must be deposited in the general fund.

Sec. 30.25.061. REMOVAL OF OIL DISCHARGES. (a) I t  is  the
- 5 - HB 205
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in ten t of the leg is la tu re  that o i l  discharge containment or cleanup 
measures undertaken, directed, or authorized by the department supple­
ment and support federal cleanup and containment actions under sec.
311 of the Clean Water Act.

(b) Any person causing or permitting the discharge of o i l  sha ll  
immediately contain and cleanup the discharge. The department may 
waive th is  requirement i f  i t  determines, in consultation with the United 
States Coast Guard or United States Environmental Protection Agency,
as appropriate, that containment or cleanup is  technically  in feas ib le , 
or i f  the cleanup or containment e f fo r t  would re su l t  in  greater environ­
mental damage than the discharge i t s e l f .

(c) The containment and cleanup of discharged o i l  must be carried  
out in a manner approved by the department. The disposal of wastes 
generated as a r e su l t  of containment or cleanup operations must be 
disposed of in a manner approved by the department. The requirement
of th is  subsection for approval of containment and cleanup operations 
does not apply to the United States Coast Guard or United States En­
vironmental Protection Agency acting under the authority  of sec.
311(c) or (d) of the Clean Water Act.

(d) I f  the department determines that containment or cleanup 
a c t iv i t ie s  are not adequate, i t  may d irec t  the person engaged in the 
operations to cease, undertake operations i t s e l f  through contract or
i t s  own resources, or both. The department may not d irec t  the cessation 
of containment or cleanup a c t iv i t ie s  undertaken by the United States 
Coast Guard or United States Environmental Protection Agency under 
sec. 311 of the Clean Water Act; however, the department may undertake, 
d ire c t ,  or authorize supplemental cleanup or containment e f fo r ts .

(e) The department shall insure that a l l  o i l  discharges of 
unexplained orig in  are inmediately contained and cleaned up.
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(f) The department may enter into  memoranda of understanding or 
cooperative agreements with the United States Coast Guard, the United 
States Environmental Protection Agency, and other persons in order to 
f a c i l i t a te  coordinated and e ffec tive  o i l  discharge response in Alaska.

Sec. 30.25.071. OIL DISCHARGE CONTINGENCY PLANS. (a) No person 
may cause or permit the operation of an o i l  terminal f a c i l i ty  in the 
s ta te  unless an o i l  discharge contingency plan for tha t f a c i l i ty  has 

been approved by the department.
(b) After January 1, 1980, no person may operate an offshore 

exploration or production f a c i l i ty  in the s ta te  unless an o i l  discharge 
contingency plan for tha t f a c i l i ty  has been approved by the department ..

(c) No person may cause or permit the tran sfe r  oj. o i l  to or from 
a tank vessel, or, a f te r  January 1, 1980, an o i l  barge larger than 500 
gross reg is tered  tons, unless an o i l  discharge contingency plan for 
that tank vessel or o i l  barge has been approved by the department 
Except for prosecutions under AS 46.03.790(b), i t  is  not a defense to 
an action broughL for v io la tion  of th is  subsection that the person 
charged believed that a current o i l  discharge contingency plan for the 
tank vessel or o i l  barge had been approved by the department.

(d) Approval of an o i l  discharge contingency plan expires one 
year from i t s  issuance, and may be renewed annually. I f  a person h a s  

obtained approval of an o i l  s p i l l  contingency plan under the pro­
visions of AS 30.25 as i t  existed before the e ffec tive  date of th is 
Act for f is c a l  year 1979, that plan is  considered an approved plan 
under th is  section, and may be submitted fcr renewal for f i s c a l  y e a r  

1980 and subsequent years.
(e) The department may attach  terms and conditions to i t s  

approval of o i l  discharge contingency plans which i t  determines are 
necessary to insure tha t the applicant has access to su f f ic ie n t  re-

_7_  l!5  2 0 5



sources to contain, clean up, and m itigate po ten tia l o i l  discharges 
from the f a c i l i ty  or vessel within the shortest feasib le  time, and suf­
f ic ie n t ly  to protect environmentally sensitive  areas. The plan must 
provide for the use of the best available technology for the s ize  and 
location of the f a c i l i ty  or size and route of the vessel. The depart­
ment may require applicants to undertake discharge exerc ises .

(f) The department, a f te r  notice and opportunity for hearing, 
may modify i t s  approval of an o i l  discharge contingency plan i f  i t  
determines that a change has occurred in the operation of the f a c i l i ty  
or vessel necess ita ting  an amended or supplemented plan, or the 
opera to r 's  discharge experience demonstrates a necessity for modifi­
cation. The department, a f te r  notice and opportunity for hearing, may 
revoke i t s  approval of a contingency plan i f  i t  determines tha t:

(1 ) approval was obtained by fraud or misrepresentation;
(2 ) the operator does not have access to the quality  or 

quantity of resources id en tif ied  in  the plan; or
(3) a term or condition of approval has been v io la ted .

Sec. 30.25.081. PROOF OF FINANCIAL RESPONSIBILITY. (a) No
person may cause or permit the operation of an o i l  terminal f a c i l i t y  
in the s ta te  unless proof of f inancial re sp o n sib il i ty  for that f a c i l i ty  
has been accepted by the department. Financial responsib il i ty  must be 
in an amount not less than $1 0 , per incident, for each barre l  of 
storage capacity a t  the f a c i l i ty ,  or $1  m illion, whichever is g reater, 
but need not exceed $50 million.

(b) After January 1, 1980, no person may cause or permit the 
operation of an offshore exploration or production f a c i l i ty  in the 
s ta te  unless proof of f inancial resp o n sib il i ty  for that f a c i l i ty  has 
been accepted by the department. Proof of f inancial re sp o n s ib il i ty  
must be not less than $35 million per incident.
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(c) No person may cause or permit the transfe r  of o i l  to or from 
a tank vessel, or, a f te r  January 1, 1980, an o i l  barge larger than 500 
gross reg is tered  tons, unless proof of financial resp o n s ib il i ty  for 
that tank vessel or barge has been accepted by the department.
Financial re sp o n sib il i ty  must be in the following amounts:

(1 ) for a tank vessel or o i l  barge involved in the transpor­
ta t io n  of Trans-Alaska Pipeline o i l ,  the amount required by the 
Federal Maritime Commission under sec. 304(c)(3) of the Trans-Alaska 
Pipeline Authorization Act (43 U.S.C. sec. 1653(c)(3)); and

(2 ) for any other tank vessel or o i l  barge, the amount 
required by sec. 311 (p )(1) of the Clean Water Act, or $1 m illion, 
whichever is  greater, with respect to o i l  barges, or $20  m illion, which­
ever is  g reater, with respect to tank vessels .

(d) Except for prosecutions under AS 46.03.790(b), i t  i s  net a 
defense to an action brought for v io la tion  of (c) of th is  section that 
the person charged believed that the vessel operator possessed proof 
of financial responsib il i ty  accepted by the department.

(e) Financial responsib il i ty  may be demonstrated by s e l f - in s u r ­
ance, insurance, surety, or guarantee, under terms the department may 
prescribe. Any action brought under e i ther  AS 46.03.758, 46.03.760(a) 
or ( e ) , or 46.03.822 may be brought in the courts of the s ta te  d irec t ly  
against the insurer or any other person providing evidence of f inancia l 
resp o n sib il i ty . The applicant, and any insurer, surety, or guarantor 
must appoint an agent for service of process in the s ta te .  Any insurer 
must be e ither  authorized to s e l l  insurance in the s ta te  by the Depart­
ment of Commerce and Economic Development, or be an unauthorized 
insurer l i s te d  by the Department of Commerce and Economic Development 
as not disapproved for use in the s ta te .

(f) Acceptance of proof of financia l resp o n s ib il i ty  expires:
-9- HB 205



(1 ) one year from i t s  issuance for self-insurance;
(2 ) upon the e ffec tive  date of any change in the surety

bond, guarantee, or insurance agreement; the department must be 
n o tif ied  at le a s t  30 days in  advance of the effec tive  date of any 
change; or

(3) upon the expiration or cancellation of the surety bond,
guarantee, or insurance agreement; the department must be n o tif ied  a t
leas t  30 days in advance of the e ffec tive  date of any cancella tion .

(g) Application for renewal of acceptance under th is  section 
must be f i le d  a t lea s t  30 days before expiration under (f) of th is  
section.

(h) I f  a person has obtained acceptance of proof of f inancia l 
responsib ility  under the provisions of AS 30.25 as i t  existed before 
the effective  date of th is  Act for f is ca l  year 1979, the person must 
comply with the provisions of th is  section before expiration of the 
acceptance under (f) of th is  section, or January 1, 1980, whichever 
f i r s t  occurs.

(i) The department, a f te r  notice and hearing, may revoke accep­
tance of proof of f inancial responsib il i ty  i f  i t  determines that:

(1 ) acceptance was procured by fraud or misrepresentation;
or

(2 ) there has occurred a change of circumstances (other 
than a change specified in ( f ) (1 ) -(3) of th is section) which would 
have warranted denial of the application.

(J) Financial responsib il i ty  under th is section must extend to 
any loss compensible under AS 46.03.760(e) or 46.03.822 and any assess­
ment under AS 46.03.758 or 46.03.760(a).

Sec. 30.25.091. EXEMPTIONS, (a) Because of the r e s t r ic te d  
nature of the ir  operations and the minimal danger to the environment
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posed by th e ir  a c t iv i t i e s ,  the following are exempt from the requ ire­
ments of AS 30.25.021, 30.25.071, and 30.25.081:

(1 ) a marina used or capable of being used to store less 
than 10 ,0 00  barre ls  of refined petroleum products or th e ir  by-products;

(2) an onshore limited capacity f a c i l i t y  U9ed or capable of 
being used to s to re  less  than 25,000 barre ls  of refined petroleum 
products or th e i r  by-products; and

(3) a seafood processing vessel or tender when, incidental 
to i t s  seafood processing operations, i t  transfers  refined petroleum 
products to a f ishing boat.

(b) for the purposes of (a) of th is  section:
(1 ) "marina" means a person or f a c i l i ty  engaged in the

business, whether onshore or offshore, of servicing the fuel requ ire­
ments of a i r c r a f t ,  pleasure w atercraft, fishing boats, and other 
commercial vesse ls , where the purchaser and the consumer are the 3ame 
en tity , and the fuel capacity of the servicing or serviced vessel is 
less than 10 ,0 00  barre ls  of refined petroleum products or th e ir  by­
products, and is  not covered by the defin ition  of limited capacity 
f a c i l i ty  in (2 ) of th is  subsection;

(2 ) "limited capacity f a c i l i ty "  means a small tank farm,
small bulk fuel storage f a c i l i ty ,  or other onshore f a c i l i ty  storing
refined petroleum products or th e ir  by-products, except asphalt, and 
which is  engaged in the business of servicing the requirements of 
product transporters  and vendors, or storing the fuel requirements for 
v illage  domestic, school, or commercial use, including but not limited 
to fish  processing, logging operations, construction pro jects , or 
e le c t r ic  power generation.

Sec. 30.25.101. INSPECTIONS. Oil terminal f a c i l i t i e s ,  offshore 
exploration and production f a c i l i t i e s ,  tank vessels , and o i l  barges
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are subject to inspection by the department to ensure compliance with 
the provisions of th is  chapter.

Sec. 30.25.111. TANK VESSEL REGULATIONS. (a) The department 
may, to the extent permitted by the Port and Tanker Safety Act of 1978 
(P.L. 95-474), adopt t r a f f i c  and navigation ru les , including tug 
assistance requirements, for the operation of tank vessels in the 
various ports and waters of the s ta te .

(b) In adopting these regulations, the department may prescribe 
the maximum and minimum speed for vessels subject to th is  chapter and 
the weather conditions under which the movement of these vessels may 
be prohibited.

(c) The department sha ll  consult and cooperate with the United 
States Coast Guard in the establishment, adoption, maintenance, 
administration, and enforcement of the t r a f f ic  and navigation regu­
la tions adopted under th is  chapter.

Sec. 30.25.121. SCOPE OF REGULATIONS. The department sh a ll  
adopt regulations which are necessary to carry out the purposes of 
th is  chapter and which do not con flic t  with and are not pre-empted by 
federal law or regulations, including provisions on the following:

(1 ) operation, inspection, and abandonment requirements for 
o i l  terminal f a c i l i t i e s ,  tank vessels , o i l  barges, and offshore explora­
tion and production f a c i l i t i e s ;

(2 ) procedures and methods of reporting o i l  discharges and 
other occurrences prohibited or regulated by th is  chapter;

(3) procedures and methods for the transfer  of o i l  between 
a tank vessel or o i l  barge and an o i l  terminal f a c i l i ty ;

(4) procedures, methods, means, and equipment to be used in
the abatement, containment, or removal of o i l  discharges;

(5) development and implementation of c r i t e r i a  and plans to
- 1 2 - HB 205
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meet o i l  discharges, including regulation of thu use of chemical or 
biological agents;

(6 ) requirements for the safety  and operation of tank 
vessels, o i l  barges, motor vehicles, motorized equipment and other 
equipment re la t in g  to  the use and operation of terminals and offshore 
exploration and production f a c i l i t i e s ;

(7) minimum personnel, equipment, and operations standards 
for o i l  discharge cleanup services; and

(3) other matters, as the department considers necessary to 
carry out the purposes of th is  chapter.

Sec. 30.25.131. CATASTROPHIC OIL DISCHARGES. (a) The actual or 
imminent occurrence of a catastrophic o i l  discharge constitu tes  a 
d isa s te r  emergency under AS 26.23. However, the department sha ll  
perform the duties of the Alaska division of emergency services under 
AS 26.23.040 as they apply to catastrophic o i l  discharges. The 
department sha ll  consult and coordinate i t s  duties under th is  section 
with the Alaska d ivision of emergency services.

(b) The department sha ll  promptly, under AS 30.25.051, seek 
reimbursement of any o i l  discharge cleanup or containment expenses 
incurred as a r e s u l t  of an actual or imminent catastrophic o i l  discharge 
under AS 26.23.050. Notwithstanding AS 30.25.021(b), and unless the 
leg is la tu re  d irec ts  otherwise, the to ta l  pollu tion control assessment 
for the f is c a l  year following the expenditure must include those 
expenses for which reimbursement has not been received. Any expenses 
subsequently reimbursed must, unless the leg is la tu re  d irec ts  otherwise, 
be subtracted in the computation of the succeeding f is c a l  year 's  
assessment under AS 30.25.021(b).

Sec. 30.25.141. OIL DISCHARGE CLEANUP PERSONNEL, EQUIPMENT, 
EXPENSES, (a) The department may estab lish  and maintain a t  ports ,
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harbors, or other locations in the s ta te ,  the personnel, equipment, 
and supplies which, in i t s  judgment, are necessary to carry out the 
provisions of th is  chapter. Whenever feas ib le ,  the department sh a ll  
enter into contracts with persons or private  organizations to provide 
the o i l  discharge containment and cleanup personnel, equipment, or 
other services or supplies which may be required to carry out the 
provisions of th is  chapter.

(b) Inspection and enforcement employees of the department desig­
nated by the commissioner are peace o ff ice rs  under AS 01.10.060(6) in 
the performance of th e ir  duties under th is  chapter and AS 46.03.

Sec. 30.25.I f 1. INTERSTATS COMPACTS AUTHORIZED. The governor 
may execute supplementary agreements, reciprocal arrangements, or 
compacts with any other s ta te ,  subject to the approval, i f  required by 
the United States Constitution, of the Congress of the United S ta tes , 
for the purpose of implementing th is  chapter.

Sec. 30.25.161. MUNICIPAL ORDINANCES, REGULATIONS: POWERS 
LIMITED. I f  a co n fl ic t  occurs between a provision of th is  chapter, or 
a regulation, order, decision, or other determination of the department 
and a charter, ordinance, permit, regulation, franchise, decision, 
or other determination of a municipality, the provisions of th is  
chapter or the regulation, order, decision, or other determination of 
the department p revail. However, nothing in th is  chapter precludes 
a municipality, by ordinance or regulation , from exercising i t s  police 
powers in the area regulated by th is  chapter.

Sec. 30.25.171. CONSTRUCTION. This chapter sha ll  be l ib e ra l ly  
construed to e ffec t the purposes se t  out in AS 30.25.010.

Sec. 30.25.181. DEFINITIONS. In th is  chapter, unless the 
context requires otherwise,

(1) "barrel" means 42 U.S. gallons a t 60 degrees Fahrenheit;
-14- HB 205
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(2 ) "catastrophic o i l  discharge" means any o i l  discharge in  
excess of 100 ,000  b a rre ls ,  and any other’ discharge which the governor 
determines presents a grave and substan tia l th rea t to  the economy or 
environment of the s ta te ;

(3) "Clean Water Act" means the Federal Water Pollution 
Control Act of 1972 (P.L. 92.500), as amended by the Clean Water Act 
of 1977 (P.L. 95-217);

(4 ) "commissioner" means the commissioner of environmental 
conservation;

(5 ) "containment and cleanup" includes a l l  d irec t  and 
ind irec t e ffo r ts  associated with the prevention, abatement, contain­
ment or removal of the po llu tan t,  res to ra tion  of the environment to 
i t s  former s ta te ,  and a l l  inc iden ta l administrative costs;

(6 ) "department" means the Department of Environmental 
Conservation;

(7) "discharge" means any sp il l in g , leaking, pumping, 
pouring, emitting, emptying, or dumping;

(3) "offshore exploration or production f a c i l i ty "  means any 
platform, vessel or other f a c i l i ty  used to explore for or produce 
hydrocarbons a t any point seaward of the line  of marine vegetation; the 
term does not include vessels used for s tra tig raph ic  d r i l l in g  or other 
operations which are not authorized or intended to d r i l l  to a producing 
formation;

(9) "o il"  means o i l  of any kind and in any form, whether 
crude, refined, or a petroleum by-product, including but not limited 
to petroleum, fuel o i l ,  gasoline, lubricating  o i l s ,  o ily  sludge, o i l  
refuse, o i l  mixed with other wastes, crude o i ls ,  liquefied  natura l 
gas, propane, butane, or other liqu id  hydrocarbons regardless of 
specific  gravity;
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(10 ) "o il  barge" means a non-self  propelled vessel which is  
not self-propelled  and which is  constructed or converted to carry o i l  
as cargo in  bulk;

( 1 1 ) "o il  terminal f a c i l i ty "  means an onshore or offshore 
f a c i l i ty  of any kind, and re la ted  appurtenances, including but not 
limited to a deepwater port, located in , on, or under the surface of 
any land or water of the s ta te ,  including tide  and submerged land, 
which is  used or capable of being used for the purpose of t ra n s fe r ­
ring, processing, refin ing, or s toring  o i l ;  a vessel is  considered an 
o i l  terminal f a c i l i ty  only in the event of a ship-to-ship  transfe r  of 
o i l ,  and only that vessel going to or coming from the place of tran sfe r  
and Lhe o i l  terminal f a c i l i ty ;  however, an o i l  terminal f a c i l i ty  does
not include a seafood processing vessel or tender when, incidental to
i t s  seafood processing operations, i t  transfers  refined petroleum
products t:o a fishing boat;

( 1 2 ) "operator" and "operate" have the same meaning as in 
AS 46.03.738(7);

(13) "person" has the same meaning as in AS 46.03.900(13);
(14) "self-propelled" means propelled e i th e r  by machinery 

aboard the vessel, or by a tug or other vessel secured into the cargo- 
carryjng vessel through special hull design;

(15) "tank vessel" means a self-propelled  vessel that is  
constructed or converted to carry liquid  bulk cargo in tanks and 
includes tankers, tankships, and combination ca rrie rs  when carrying 
o i l ;  the term does not include vessels carrying o il  in drums, b a rre ls ,  
or other packages, or vessels carrying o il  as fuel or stores for that 
v e s se l ;

(16) "vessel" includes tank vessels and o i l  barges;
(17) "water of the s ta te "  has the same meaning as "waters"
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* Sec. 3. AS 46.03.750 is  repealed and re-enacted to read:
Sec. 46.03.750. BALLAST WATER DISCHARGE. No person may cause or 

permit the discharge of b a l la s t  water from a cargo tank of a tank 
vessel into the waters of the s ta te .  No tank vessel may take on 
petroleum or any petroleum product or by-product as cargo unless i t  
a rrives in  ports in the s ta te  without having discharged b a l la s t  from 
cargo tanks in to  the waters of the s ta te  and the master of the vessel 
c e r t i f ie s  that fact on forms provided by the department.

* Sec. 4. AS 46.03.755(a) is  amended to read:
(a) A person in charge of a f a c i l i t y ,  operation or vessel, as 

soon as he has knowledge of any discharge from the f a c i l i t y ,  operation 
or vessel in v io la tion  of secs. 740 or 750 of th is  chapter [OR AS 
30.25.020,] sha ll  immediately notify  the department of the discharge.

* Sec. 5. AS 46.03.760(a) is  amended to read:
(a) A person who v io la tes  or causes or permits to be violated a 

provision of th is  chapter or AS 30.25 [AS 30.25.020], or a regulation, 
a lawful order of the department, or a permit, approval, or acceptance 
[OR CERTIFICATE], or term or condition of a permit, approval, or accept 
ance [OR CERTIFICATE] issued under th is  chapter or AS 30.25 is  l ia b le ,  
in a c iv i l  action, to the s ta te  for a sum to be assessed by the court 
of not less  than $500 nor more than $100,000 for the i n i t i a l  v io la tion , 
nor more than $5,000 for each day th ereafte r  on which the v io lation  
continues, and which sha ll  r e f le c t ,  when applicable,

(1 ) reasonable compensation in the nature of liquidated 
damages for any adverse environmental effec ts  caused by the v io la tion , 
which sha ll  be determined by the court according to the tox ic ity ,  
degradability  and d ispersal ch a rac te r is t ic s  of the substance d is ­
charged, the se n s i t iv i ty  of the receiving environment, and the degree
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to which the discharge degrades ex isting  environmental quality ;
(2 ) reasonable costs incurred by the s ta te  in detection, 

investigation , and attempted correction of the v io la tion  [, EXCEPT 
DISBURSEMENTS FOR POLLUTION ABATEMENT COSTS UNDER AS 30.25.260(a)(2)]; 
and

(3 ) the economic savings realized  by the person in not 
complying with the requirement for which a v io la tion  is  charged.

* Sec. 6 . AS 46.03.760(e) is  amended to read:
(e) In ad'.ition to l i a b i l i ty  under (a) - (d) of th is  section, a 

person who v io la tes  or causes or permits to be violated a provision of 
secs. 740 - 750 of th is  chapter is l iab le  to the s ta te ,  in a c iv i l  
action brought under sec. 822 of th is  chapter, for the fu l l  amount of 
actual damages caused to the s ta te  by the v io la tion , including d irec t  
and ind irec t costs associated with the abatement, containment or 
removal of the pollu tan t, res to ra tion  of the environment to i t s  former 
s ta te ,  and a l l  incidental administrative costs. [THAT PORTION OF THE 
DAMAGES RECOVERED BY THE STATE IN A CIVIL ACTION BROUGHT UNDER SEC.
822 OF THIS CHAPTER ATTRIBUTABLE TO COSTS INCURRED BY THE DEPARTMENT 
IN THE ABATEMENT, CONTAINMENT OR REMOVAL OF THE POLLUTANT RESULTING 
FROM A DISCHARGE OF CRUDE OIL, REFINED PETROLEUM PRODUCTS OR THEIR BY­
PRODUCTS SHALL BE DEPOSITED IN THE COASTAL PROTECTION FUND CREATED 
UNDER AS 30.25.220. EXCEPT FOR SPECIAL RISK CHARGES COLLECTED UNDER 
AS 30.25.270, A PERSON HOLDING A RISK AVOIDANCE CERTIFICATE MAY NOT BE 
HELD LIABLE FOR COSTS ASSOCIATED WITH THE ABATEMENT, CONTAINMENT OR 
REMOVAL OF THE POLLUTANT.]

* Sec. 7. AS 46.03.765 is  amended to read:
Sec. 46.03.765. INJUNCTIONS. The superior court has ju r i s d ic ­

tion  to enjoin a v io la tion  of th is  chapter or AS 30.25, or of a regu­
la t io n , lawful order of the department, or permit, approval, or
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acceptance [OR CERTIFICATE], or term or condition of a perm it, approval, 
or acceptance [OR CERTIFICATE] issued under th is  chapter or AS 30.25.
In actions brought under th is  section, temporary or preliminary r e l i e f  
may be obtained upon a showing of an imminent th rea t of continued 
v io la tio n , and probable success on the m erits , without the necessity  
of demonstrating physical irreparab le  harm. The balance of equ ities  
in actions under th is  section may a ffec t  the timing of compliance, but 
not the necessity  of compliance within a reasonable period of time.

* Sec. 8 . AS 46.03.790(a) is  amended to read:
(a) A person who v io la tes  or who causes or permits a v io la tion  

of a provision of th is  chapter or AS 30.25, or of a regulation , lawful 
order of the department, or perm it, approval, or acceptance [OR CERTI­
FICATE] , or term or condition of a perm it, approval, or acceptance
[OR CERTIFICATE] issued under th is  chapter or AS 30.25 is  g u ilty  of a 
misdemeanor and, upon conviction, is  punishable by a fine of not more 
than $25,000 and costs of prosecution.

* Sec. 9. AS 46.03.790(b) is  amended to read:
(b) A person who w ilfu lly  v io la tes  a provision of th is  chapter,

or of a regulation, lawful order of the department, or perm it, approval, 
or acceptance [OR CERTIFICATE], or term or condition of a permit^ 
approval, or acceptance [OR CERTIFICATE] issued under th is  chapter or 
AS 30.25 is  gu ilty  of a misdemeanor and, upon conviction, i s  punish­
able by a fine of not more than $25,000 and costs of prosecution, or 
by imprisonment for not more than year, or by f ine, costs, and impri­
sonment .

* Sec. 10. AS 30.20 i s  repealed.
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IN THE HOUSE BY THE RESOURCES COMMITTEE
CS FOR HOUSE BILL NO 105 

IN THE LEGISLATURE OF THE STATE OF ALASKA 
ELEVENTH LEGISLATURE - SECOND SESSION 

* A BILL
For an Act e n t i t le d :  "An Act re la t in g  to the prevention and control of o i l

po llu tion ; and providing for an e ffec tive  date ."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA :t

* Section 1. FINDINGS AND INTENT. (a) The leg is la tu re  finds tha t
(1 ) i t  is a matter of the highest urgency and p r io r i ty  to p ro tect 

Alaska's coastal and inside water, e s tu a r ie s ,  wetlands, beaches, and land 
from the damage which may be occasioned by the discharge of o i l ;

(2 ) the storage, t ran s fe r ,  transporta tion , and offshore explora­
tion for and production of o i l  within the ju r isd ic t io n  of the s ta te  are 
hazardous undertakings; o i l  discharges may cause both short-term and long­
term damage to the environment and the beauty of the s ta te ,  to owners and 
users of affected  property, to public and private  recreation , to residents of 
the s ta te  and other in te re s ts  deriving livelihood from fish ing, hunting, 
tourism and re la ted  a c t iv i t i e s ;  the in ten s ity  of o il  storage, exploration, 
production, transporta tion , and transfe r  operations in  Alaska presents future 
th rea ts  of p o ten tia l ly  catastrophic proportions, a l l  of which are expressly 
declared to be inimical to the paramount in te re s ts  of the s ta te  as se t out in  
th is  section;

(3) assuring su ff ic ie n t  capab ili ty ,  among in d us tr ia l  and commercia 
in te r e s ts ,  and the s ta te  and federal governments, to contain and clean up 
discharges of o i l  is of v i ta l  public in te re s t ;  weather conditions, lo g is t ic  
constra in ts  and the re la t iv e  paucity of labor and equipment resourc - in the 
s ta te  increase the d i f f ic u l ty  of o il  discharge containment and cleanup in 
Alaska, making imperative an active s ta te  ro le ; i t  is  the policy of the s ta te
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tha t, to the maximum extent p rac ticab le , prompt and adequate containment and 
cleanup of o i l  discharges is  the re sp o n s ib il i ty  of the dischargert i t  is  
therefore of the utmost importance to assure th a t  those engaged in o i l  s to r ­
age, t ra n s fe r ,  transporta tion , exploration, and production operations have 
su f f ic ien t  resources and cap a b il i t ie s  to respond to o i l  discharges, and to 
provide for compensation of th ird  persons injured by those discharges; and

(4 ) the s ta te  should continue i t s  cooperative re la tionsh ips  with 
appropriate federal agencies, protecting i t s  legitim ate in te re s ts  while 
working to remove any duplicative or p o ten tia lly  conflic ting  regulatory 
a c t i v i t i e s .

(b) The leg is la tu re  intends b* the enactment of th is  le g is la tio n
(1) to exercise the police power of the s ta te  through the Depart­

ment of Environmental Conservation by conferring upon the department the 
authority  and capab ili ty  to deal with the hazards and th rea ts  posed by o il  
storage, t ra n s fe r ,  transporta tion , exploration and production operations in a 
manner which is  not inconsisten t with the National Contingency Plan (33 
U.S.C. sec. 1321(c), as amended) and to encourage and ensure, in accordance 
with 33 U.S.C. sec. 1321, as amended, cooperation with the United States 
Coast Guard and other s ta te  and federal departments and agencies;

(2 ) to require , through the maximum practicable  use of private  
services and resources, the prompt containment and cleanup of o il  discharges;

(3) to provide assurance tha t persons suffering damage from o il  
discharges w ill be compensated promptly;

(4) to provide for the inspection and supervision of o i l  tran s­
porta tion , t ran s fe r ,  storage, and offshore exploration and production a c t iv i ­
t i e s ,  and to guarantee the prompt cleanup of o i l  discharges and the payment 
of costs incurred as a re su l t  of the o i l  discharges; and

(5) tha t o i l  discharge containment, cleanup or contingency measures 
which are undertaken, directed , or authorized by the Department of Environ-
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rcental Conservation should supplement and support federal cleanup and con­
tainment actions under 33 U.S.C. sec. 1321, as amended.

* Sec. 2. AS 46 i s  amended by adding a new chapter to read:
CHAPTER 04. OIL POLLUTION CONTROL.

Sec. 46.04.010. REIMBURSEMENT FOR CLEANUP EXPENSES. The depart­
ment sha ll  promptly seek reimbursement, e i ther  under AS 46.03.760(e) or 
from an applicable federal fund, for the expenses i t  incurs in cleaning 
up or containing a discharge of o i l .  I f  the department obtains reim­
bursement for a portion of i t s  expenses from a federal fund, the re ­
mainder of the expenses incurred may be recovered under AS 46.03.760(e). 
Money received by the department under th is  section sha ll  be deposited 
in the general fund.

Sec. 46.04.020. REMOVAL OF OIL DISCHARGES. (a) A person causing 
or permitting the discharge of o i l  sha ll  immediately contain and clean
up the discharge. The department may waive th is  requirement

(1) i f  i t  determines, in consultation with the United States 
Coast Guard or the United States Environmental Protection Agency, as 
appropriate, that containment or cleanup is  technically  not feasib le j or

(2 ) i f  the cleanup or containment a c t iv i t ie s  would re su l t  in 
g reater environmental damage than the discharge i t s e l f .

(b) The containment and cleanup of discharged o i l  must be carried
out in  a manner approved by the department. Wastes generated as a 
r e s u l t  of containment or cleanup a c t iv i t ie s  shall be disposed of in a 
manner approved by the department. The requirement of th is  subsection 
for approval of containment and cleanup a c t iv i t ie s  does not apply to the 
United States Coast Guard or United States Environmental Protectior 
Agency acting under the authority  of sec. 311(c) or (d) of the Clean 
Water Act.

(c) I f  the department determines that containment or cleanup
-3- CSHB 205



a c t iv i t i e s  are not adequate, i t  may d irec t the person engaged in the 
a c t iv i t ie s  to cease and may undertake the a c t iv i t ie s  i t s e l f  through 
contract or i t s  own resources, or both. The department may not d irec t 
the cessation of containment or cleanup a c t iv i t ie s  undertaken by the 
United S tates Coast Guard or United States Environmental Protection 
Agency under sec. 311 of the Clean Water Act. However, the department 
may undertake, d i re c t ,  or authorize supplemental cleanup or containment 
e f fo r ts .

(d) The department sh a ll  provide for the immediate containment or 
cleanup of an o i l  discharge of unexplained orig in  unless

( 1 ) the department determines, in  consultation with the 
United States Coast Guard or the United States Environmental Protection 
Agency that containment or cleanup of the o i l  discharge is  technically  
not feas ib le ;  or

(2 ) the containment or cleanup a c t iv i t ie s  would resu lt  in 
greater environmental damage than the discharge i t s e l f .

(e) The department sh a ll  enter into negotiations for memoranda of 
understanding or cooperative agreements with the United States Coast 
Guard, the United States Environmental Protection Agency, and other 
persons in order to f a c i l i t a t e  coordinated and effec tive  o i l  discharge 
response in the s ta te .

Sec. 46.04.025. CONFIDENTIAL INFORMATION. The department may 
maintain the co n fiden tia li ty  of a manufacturer's proprietary technical 
information re la t in g  to chemical and biological agents used to control 
or mitigate the e ffec ts  of an o i l  discharge. The department may refuse 
to release the information unless the manufacturer authorizes i t s  release 
or unless a court orders i t s  re lease . The department may provide the 
information to the Department of Fish and Game and other s ta te  and 
federal agencies i f  the department or other agency requesting the in fo r-
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mation agrees to maintain i t s  co n fid en tia li ty .
Sec. 46.04.030. OIL DISCHARGE CONTINGENCY PLANS. (a) A person 

may not cause or permit the operation of an o il  terminal f a c i l i ty  in the 
s ta te  unless an o i l  discharge contingency plan for the f a c i l i t y  has been 
approved by the department.

(b) After January 1, 1981, a person may not cause or permit the 
operation of an offshore exploration or production f a c i l i t y  in the s ta te  
unless an o il  discharge contingency plan for the f a c i l i ty  has been 
approved by the department.

(c) A person may not cause or permit the tran sfe r  of o il  to or 
from a tank vessel, or, a f te r  January 1, 1981, to or from an o il  barge, 
unless an o il  discharge contingency plan for the tank vessel or o il  
barge has been approved by the department. Except for prosecutions 
under AS 46.03.790(b), i t  is  not a defense to an action brought for 
v io la tion  of th is  subsection tha t the person charged believed that a 
current o i l  discharge contingency plan for the tank vessel or o i l  barge 
had been approved by the department.

(d) An o i l  discharge contingency plan must be renewed at leas t  
every three years.

(e) The department may attach reasonable terms and conditions to 
i t s  approval of an o i l  discharge contingency plan which i t  determines 
are necessary to insure tha t the applicant for an o i l  discharge con­
tingency plan has access to su ff ic ien t  resources to protect environ­
mentally sensitive  areas and to contain, clean up, and mitigate poten­
t i a l  o i l  discharges from the f a c i l i ty  or vessel within the shortes t 
feasib le  time. The plan must provide for the use of the best available 
technology by the applicant. The department may require an applicant to 
undertake discharge exercises.

(f) The department, a f te r  notice and opportunity for hearing, may
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modify i t s  approval of an o i l  discharge contingency plan i f  i t  d e te r­
mines tha t a change has occurred in the operation of a f a c i l i t y ,  marina 
or vessel necessita ting  an amended or supplemented plan or the opera­
to r 's  discharge experience demonstrates a necessity for modification.
The department, a f te r  notice and opportunity for hearing, may revoke i t s  
approval of a contingency plan i f  i t  determines tha t

(1 ) approval was obtained by fraud or misrepresentation;
(2 ) the operator does not have access to the quality  or

quantity of resources id en tif ied  in the plan; or
(3 ) a term or condition of approval has been v io la ted .

Sec. 46.04.040. PROOF OF FINANCIAL RESPONSIBILITY. (a) A person
may not cause or permit the operation of an o il  terminal f a c i l i t y  in the
s ta te  unless he has furnished proof of f inancia l a b i l i ty  to respond in 
damages which has been accepted by the department. A bility  to respond 
in damages need not exceed $50,000,000 but must be in an amount (I) not 
less than $1 0 , per incident, for each barrel of storage capacity a t  the 
o i l  terminal f a c i l i ty ;  or (2 ) $1 , 0 0 0 , 000 , whichever is  g rea ter .

(b) After January 1, 1981, a person may not cause or permit the 
operation of an offshore exploration or production f a c i l i t y  in the s ta te  
unless proof of f inancia l a b i l i ty  to respond in damages has been ac­
cepted by the department. Proof of financial re sp o n s ib il i ty  may not be
less than $35,000,000 per incident.

(c) A person may not cause or permit the transfe r  of o il  to or 
from a tank vessel, or, a f te r  January 1, 1981, to or from an o i l  barge,
unless proof of f inancial responsib il i ty  for the tank vessel or barge
has been accepted by the department. Financial resp o n s ib il i ty  under 
th is  subsection shall be in the following amounts:

(1 ) for a tank vessel or o i l  barge involved in the transpor­
ta t io n  of trans-Alaska pipeline o i l ,  the amount required by the Federal
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Maritime Commission under sec. 304(c)(3) of the Trans-Alaska Pipeline 
Authorization Act (43 U.S.C. sec. 1653(c)(3)), as amended; and

(2 ) for any other o i l  barge, the amount required by sec. 
311(b)(1) of the Clean Water Act, or $1,000,000, whichever is  g reater;

(3) for any other tank vessels , the amount required by sec.
311(b)(1) of the Clean Water Act, or $20,000,000, whichever is  g rea ter .

(d) Except for prosecutions under AS 46.03.790(b), i t  is  not a
defense to an action brought for v io la tion  of (c) of th is  section tha t 
the person charged believed in good fa i th  that the vessel operator 
possessed proof of f in an c ia l  re sp o n s ib il i ty  accepted by the department.

(e) Financial re sp o n s ib il i ty  may be demonstrated by s e l f - in s u r ­
ance, insurance, surety, or guarantee, under terms the department may 
p rescribe . An action brought under AS 46.03.758, 46.03.760(a) or (e), 
or 46.03.822 may be brought in  a s ta te  court d irec tly  against the in ­
surer or another person providing evidence of f inancial re sp o n s ib il i ty .  
The applicant, and an insurer, surety , or guarantor sha ll  appoint an 
agent for service of process in the s ta te .  An insurer must e i the r  be 
authorized by the Department of Commerce and Economic Development to 
s e l l  insurance in the s ta te  or be an unauthorized insurer l is te d  by the 
Department of Commerce and Economic Development as not disapproved for 
use in the s ta te .

(f) Acceptance of proof of f inancia l responsib il i ty  expires
(1 ) one year from i t s  issuance for self-insurance;
(2 ) on the e ffec tive  date of a change in the surety bond, 

guarantee, or insurance agreement; or
(3) on the expiration or cancellation of the surety bond, 

guarantee, or insurance agreement.
(g) The person whose proof of f inancia l re sp o n s ib il i ty  is  accepted 

by the department under th is  section shall no tify  the department a t
-7- CSHB 205



lea s t  30 days before the e ffec tive  date of a change, expiration or 
cancellation in the surety bond, guarantee, or insurance agreement. 
Application for renewal of acceptance of proof of f inancia l responsi­
b i l i t y  under th is  section  must be f i le d  a t  le a s t  30 days before the date 
of expiration.

(h) The department, a f te r  notice and hearing, may revoke accep­
tance of proof of f inancia l re sp o n s ib il i ty  i f  i t  determines tha t

(1 ) acceptance was procured by fraud or misrepresentation 5 or
(2 ) a change of circumstance has occurred other than a change 

specified in ( f ) ( 1 ) - (3 ) of th is  section, which would have warranted 
denial of the application .

(j) Financial resp o n s ib il i ty  under th is  section extends to a loss 
compensable under AS 46.03.760(e) or 46.03.822 and an assessment under 
AS 46.03.758 or 46.03.760(a).

Sec. 46.04.050. EXEMPTIONS. Because of the r e s t r ic te d  nature of 
these operations and the minimal danger to the environment posed by 
th e ir  a c t iv i t i e s ,  AS 46.04.030, 46.04.040 and 46.04.060 do not apply to 
an o i l  terminal f a c i l i t y  tha t has an e ffec tive  storage capacity of le ss ' 
than 10 ,000  barre ls  of o i l .

Sec. 46.04.060. INSPECTIONS. Oil terminal f a c i l i t i e s ,  offshore 
exploration and production f a c i l i t i e s ,  tank vessels, and o i l  barges are 
subject to inspection by the department to ensure compliance with the 
provisions of th is  chapter.

Sec. 46.04.070. SCOPE OF REGULATIONS. The department sh a ll  adopt 
regulations which are necessary to carry out the purposes of th is  chap­
te r  and which do not co n flic t  with and aie not preempted by federal law 
or regulations, including provisions concerning the following:

(1 ) operation, inspection, and abandonment requirements for 
o i l  terminal f a c i l i t i e s ,  tank vessels , o i l  barges, and offshore explora-
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t ion  and production f a c i l i t i e s ;
( 2 ) procedures and methods of reporting o i l  discharges and 

other occurrences prohibited or regulated by th is  chapter;
(3 ) procedures and methods for the tran sfe r  of o i l  between a 

tank vessel or o i l  barge and an o i l  terminal f a c i l i t y ;
(4 ) procedures, methods, means, and equipment to be used in

the abatement, containment, or removal of o i l  discharges;
(5 ) development and implementation of c r i t e r i a  and plans to

meet o i l  discharges, including regulation of the use of chemical or
bio logical agents;

( 6 ) requirements for the safety  and operation of tank ves­
se ls ,  o i l  barges, motor vehicles, motorized equipment and other equip­
ment re la t in g  to the use and operation of terminals and offshore ex­
p loration  and production f a c i l i t i e s ;

( 7 ) minimum personnel, equipment, and operations standards 
for o i l  discharge cleanup services; and

(8 ) other matters the department considers necessary to carry 
out the purposes of th is  chapter.

Sec. 46.04.080. CATASTROPHIC OIL DISCHARGES. (a) The actual or 
imminent occurrence of a catastrophic  o i l  discharge constitu tes  a
d isa s te r  emergency under AS 26.23. However, the department shall per­
form the duties of the Alaska d iv ision  of emergency services under 
AS 26.23.040 as they apply to catastrophic o il  discharges. The de­
partment sha ll  consult and coordinate i t s  duties under th is  section with 
the Alaska division of emergency services.

(b) The department sha ll  promptly, under AS 46.04.010, seek reim­
bursement of o i l  discharge cleanup or containment expenses incurred as a 
re su l t  of an actual or imminent catastrophic o i l  discharge under AS 26.-
23.050.
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Sec. 46.04.090. OIL DISCHARGE CLEANUP PERSONNEL, EQUIPMENT, EX­
PENSES. (a) The department may es tab lish  and maintain at po^ts, ha r­
bors, or other locations in the s ta te ,  the personnel, equipment, and 
supplies which, in i t s  judgment, are necessary to carry out th is  chap­
t e r .  When feasib le , the department sha ll  enter in to  contracts with 
persons or private  organizations to provide the personnel, equipment, or 
other services or supplies which may be required to carry out th is  
chapter.

(b) Inspection and enforcement employees of the department desig­
nated by the commissioner are peace o ff ice rs  in the performance of th e ir  
duties under th is  chapter and AS 46.03.

Sec. 46.04.100. COMPACTS AUTHORIZED. The governor may execute 
supplementary agreements, reciprocal arrangements, or compacts with any 
other s ta te  or country, subject to the approval, i f  required by the 
United States Constitution, of the Congress of the United S ta tes ,  for 
the purpose of implementing th is  chapter.

Sec. 46.04.110. MUNICIPAL POWERS LIMITED. I f  a co n flic t  occurs 
between a provision of th is  chapter, or a regulation, order, decision, 
or other determination of the department under th is  chapter, and a 
charte r , ordinance, permit, regulation , franchise, decision, or other 
determination of a municipality, the provisions of th is  chapter or the 
regulation , order, decision, or other determination of the department 
prevaLl. However, nothing in th is  chapter precludes a municipality, by 
ordinance or regulation , from exercising i t s  police powers in the area 
regulated by th is  chapter.

Sec. 46.04.120. DEFINITIONS. In th is  chapter, unless the context 
requires otherwise,

(1 ) "barrel"  is  a measure of capacity equal to the space 
occupied by 42 U.S. gallons a t  60 degrees Fahrenheit;
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(2 ) "catastrophic o i l  discharge" means an o i l  discharge in 
excess of 100 ,000  b a r re ls ,  or any other discharge which the governor 
determines presents a grave and substan tia l th rea t  to the economy or 
environment of the s t a t e ;

(3) "Clean Water Act" means the Federal Water Pollution 
Control Act of 1972 (P.L. 92-500), as amended by the Clean Water Act of 
1977 (P.L. 95-217), as amended;

(4) "commissioner" means the commissioner of environmental 
conservation;

(5) "containment and cleanup" includes a l l  d irec t  and in ­
d irec t e ffo r ts  associated with the prevention, abatement, containment or 
removal of a po llu tan t,  the res to ra tion  of the environment to i t s  former 
s ta te ,  and a l l  inciden ta l adm inistrative costs;

( 6 ) "department" means the Department of Environmental Con­
servation ;

(7) "discharge" means sp i l l in g ,  leaking, pumping, pouring, 
emitting, emptying, or dumping;

(8 ) "limited capacity f a c i l i ty "  means a small tank farm, 
small bulk fuel storage f a c i l i t y ,  or other onshore f a c i l i t y  which is  
used to store refined petroleum products or th e ir  by-products, except 
asphalt, and which is  used in the business of servicing the requirements 
of transporters and vendors of refined petroleum products or the ir  
by-products, or of s toring  the fuel requirements for v illage  domestic, 
school, or commercial use, including but not limited to f ish  processing, 
logging operations, construction pro jec ts , or e le c tr ic  power generation;

(9) "marina" means a f a c i l i ty  used in the business, whether 
onshore or offshore, of servicing the fuel requirements of a i r c r a f t ,  
pleasure w atercraft, f ish ing boats, and other commercial vessels , when 
the purchaser and the consumer are the same en tity ,  and the fuel capa-
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1 c i ty  of the servicing vessel and of the serviced vessel is  less than
1 0 ,0 0 0  barre ls  of refined petroleum products or th e ir  by-products, and 
i s  not covered by the d e fin i t io n  of limited capacity f a c i l i ty  in (8 ) of 
th is  section;

(1 0 ) "offshore exploration or production f a c i l i ty "  means a 
platform, vessel or other f a c i l i t y  used to explore for or produce hydro­
carbons in the waters of the s ta te ;  the term does not include vessels 
used for s tra tig raph ic  d r i l l in g  or other operations which are not autho­
rized or intended to d r i l l  to a producing formation;

(1 1 ) "o il"  means o i l  of any kind and in any form, whether 
crude, refined, or a petroleum by-product, including but not limited to 
petroleum, fuel o i l ,  gasoline, lubrica ting  o i ls ,  o ily  sludge, o i l  r e ­
fuse, o i l  mixed with other wastes, crude o i ls ,  liquefied  natural gas, 
propane, butane, or other liquid  hydrocarbons regardless of specif ic  
gravity;

(1 2 ) "oil barge" means a vessel which is  not se lf-p ropelled  
and which is  constructed or converted to carry o i l  as cargo in bulk;

( 1?) "oil terminal f a c i l i ty "  means an onshore or offshore 
f a c i l i ty  of any kind, and re la ted  appurtenances, including but not 
limited to a deepwater port, bulk storage f a c i l i ty  or marina, located
in , on, or under the surface of the land or waters of the s ta te ,  in ­
cluding tide  and submerged land, which is  used for the purpose of t ra n s ­
fe rr in g , processing, re fin ing , or s toring  o i l ;  a vessel is  considered an 
o i l  terminal f a c i l i ty  only when i t  is  used to make a sh ip-to-sh ip  tran s ­
fe r  of o i l ,  and when i t  is  traveling  between the place of the sh ip -to -  
ship transfe r  of o i l  and an o il  terminal f a c i l i ty ;

(14) "operator" means a person who, through con tract, lease,
sublease or otherwise, exerts general supervision and control of a c t iv i ­
t ie s  a t the f a c i l i ty ;  the term includes, by way of example and not
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l i m i t a t i o n ,  p r i m e  or g e n e r a l  c o n t r a c t o r s ,  th e  m a s t e r  o f  a v e s s e l  a n d  h i s  

e m p l o y e r ,  or a n y  o t h e r  p e r s o n  who, t h r o u g h  h i m s e l f ,  hi s  a g e n t s ,  or 

c o n t r a c t o r s ,  u n d e r t a k e s  the g e n e r a l  f u n c t i o n i n g  of the f a c i l i t y ;

(15) " p e r s o n "  m e a n s  a n  i n d i v i d u a l ,  p u b l i c  or p r i v a t e  c o r p o r a­

tion, p o l i t i c a l  s u b d i v i s i o n ,  g o v e r n m e n t  agen c y ,  m u n i c i p a l i t y ,  i n d u s t r y ,  

p a r t n e r s h i p ,  a s s o c i a t i o n ,  firm, trust, e s t at e ,  or a n y  o t h e r  e n t i t y ;

(16) " s e l f - p r o p e l l e d "  m e a n s  p r o p e l l e d  e i t h e r  b y  m a c h i n e r y  

a b o a r d  the v e s s e l ,  or b y  a t u g  or o t h e r  v e s s e l  s e c u r e d  i n t o  t h e  c a r g o -  

c a r r y i n g  v e s s e l  t h r o u g h  s p e c i a l  h u l l  desig n ;

(17) " t a n k  v e s s e l "  m e a n s  a s e l f - p r o p e l l e d  v e s s e l  th a t  is

c o n s t r u c t e d  or c o n v e r t e d  to c a r r y  l i q u i d  b u l k  c a r g o  in t an k s  a n d  in-
|

e l u d e s  ta n kers, t a n k s h i p s ,  a n d  c o m b i n a t i o n  c a r r i e r s  w h e n  c a r r y i n g  oil; 

th e  t e r m  d oes not i n c l u d e  v e s s e l s  c a r r y i n g  oi l  in drums, b a r r e l s ,  or 

o t h e r  p a c k a g e s ,  or v e s s e l s  c a r r y i n g  oi l as fue l  or s t o r e s  for that 

v e s s e l ;

(18) " v e s s e l "  i n c l u d e s  t a n k  v e s s e l s  an d  oil b a r g es ;

(19) " w a t e r s  of the s t a t e "  i n c l u d e s  lakes, b ays, sounds, 

pon ds ,  i m p o u n d i n g  r e s e r v o i r s ,  s pr ings, we l l s ,  rivers, st r e a m s ,  creeks, 

e s t u a r i e s ,  m a r s h e s ,  i n l e ts ,  s t r a i t s ,  p a s s a g e s ,  cana l s ,  the P a c i f i c  

O c e a n ,  G ulf of Al a s k a ,  B e r i n g  S e a  an d  A r c t i c  Oc e a n ,  in the t e r r i t o r i a l  

li m i t s  of the state, a n d  all o t h e r  b o d i e s  of s u r f a c e  or u n d e r g r o u n d  

wa t e r ,  n a t u r a l  or a r t i f i c i a l ,  p u b l i c  or p r i v a t e ,  i n l a n d  or c o a st a l ,  

f r e s h  or salt, w h i c h  a r e  w h o l l y  or p a r t i a l l y  i n  or b o r d e r i n g  the s t a t e  

o r  u n d e r  the j u r i s d i c t i o n  o f  the state.

* Sec. 3. AS 4 6 . 0 3 . 7 5 0  is r e p e a l e d  a n d  r e - e n a c t e d  to read:

Sec. 4 6 . 0 3 . 7 5 0 .  B A L L A S T  W A T E R  D I S C H A R G E .  (a) E x c e p t  as p r o v i d e d  

in (b) of this s e c t i o n ,  a p e r s o n  m a y  no t  c a u s e  or p e r m i t  the d i s c h a r g e  

o f  b a l l a s t  w a t e r  f r o m  a c a r g o  t a n k  of a tank v e s s e l  i n t o  the w a t e r s  of 

the st a t e .  A  t a n k  v e s s e l  m a y  n o t  take o n  p e t r o l e u m  or a p e t r o l e u m
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p r o d u c t  or b y - p r o d u c t  as c a r g o  u n l e s s  it a r r i v e s  in  p o r t s  in the s t a t e  

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

t h e  s t a t e  a n d  the m a s t e r  o f  th e  v e s s e l  c e r t i f i e s  t h a t  f a c t  o n  f o r m s 

p r o v i d e d  b y  the d e p a r t m e n t .

(b) T h e  m a s t e r  of a t a n k  v e s s e l  m a y  d i s c h a r g e  b a l l a s t  w a t e r  f r o m  a 

c a r g o  t a n k  of h i s  t a n k  v e s s e l  if it is n e c e s s a r y  for the s a f e t y  of the 

t a n k  v e s s e l  a n d  n o  a l t e r n a t i v e  a c t i o n  is f e a s i b l e  to a s s u r e  t h e  s a f e t y  

of the t a n k  v e s s e l .

* Sec. 4. A S  4 6 . 0 3 . 7 5 5 ( a )  is a m e n d e d  to read:

(a) A p e r s o n  in c h a r g e  o f  a f a c i l i t y ,  o p e r a t i o n  or v e s s e l ,  as s o o n  

a s  h e  h a s  k n o w l e d g e  of a n y  d i s c h a r g e  f r o m  the f a c i l i t y ,  o p e r a t i o n  or 

v e s s e l  in v i o l a t i o n  of AS 4 6 . 0 3 . 7 4 0  o r  4 6 . 0 3 . 7 5 0  [OR AS 3 0 . 2 5 . 0 2 0 , ]  

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

* Sec. 5. AS 4 6 . 0 3 . 7 6 0 ( a )  is a m e n d e d  to read:

(a) A p e r s o n  w h o  v i o l a t e s  or c a u s e s  or p e r m i t s  to be v i o l a t e d  a 

p r o v i s i o n  of this c h a p t e r  o r  A S  4 6 . 0 4  [AS 3 0 . 2 5 . 0 2 0 ] ,  or a r e g u l a t i o n ,  a 

l a w f u l  o r d e r  o f  the d e p a r t m e n t ,  or a p e r m i t, a p p r o v a l ,  or a c c e p t a n c e  [OR 

C E R T I F I C A T E ] ,  or t e r m  or c o n d i t i o n  o f  a p e r m i t , a p p r o v a l ,  or a c c e p t a n c e  

[OR C E R T I F I C A T E ]  i s s u e d  u n d e r  this c h a p t e r  or AS 4 6 . 0 4  [AS 30.25] is 

liable, in a c i v i l  a c t i o n ,  to th e  s t a t e  for a s u m  to be a s s e s s e d  b y  the 

c o u r t  of not less than  $ 5 0 0  n o r  m o r e  t h a n  $ 1 0 0 , 0 0 0  for the i n i t i al  

v i o l a t i o n ,  no r  m o r e  t h a n  $ 5 , 0 0 0  for e a c h  d a y  t h e r e a f t e r  o n  w h i c h  the 

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

(1) r e a s o n a b l e  c o m p e n s a t i o n  in the n a t u r e  of l i q u i d a t e d  

d a m a g e s  for a n y  a d v e r s e  e n v i r o n m e n t a l  e f f e c t s  c a u s e d  b y  the v i o l a t i o n ,  

w h i c h  s h a l l  be d e t e r m i n e d  b y  the c o u r t  a c c o r d i n g  to the t o x i c i t y ,  de- 

g r a d a b i l i t y  a n d  d i s p e r s a l  c h a r a c t e r i s t i c s  of th e  s u b s t a n c e  d i s c h a r g e d ,  

the s e n s i t i v i t y  o f  the r e c e i v i n g  e n v i r o n m e n t ,  a n d  the d e g r e e  to w h i c h  

t h e  d i s c h a r g e  d e g r a d e s  e x i s t i n g  e n v i r o n m e n t a l  q u a l i t y ;
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[AS 3 0 . 2 5 ] .  In a c t i o n s  b r o u g h t  u n d e r  this s e c t i o n ,  t e m p o r a r y  or p r e­

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

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

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

e q u i t i e s  i n  a c t i o n s  u n d e r  t h i s  s e c t i o n  m a y  a f f e c t  the t i m i n g  of c o m­

pl i a n c e ,  b u t  n o t  the n e c e s s i t y  o f  c o m p l i a n c e  w i t h i n  a r e a s o n a b l e  p e r i o d  

o f  time.

* Sec. 8. A S  4 6 . 0 3 . 7 9 0 ( a )  is a m e n d e d  to read:

(a) A  p e r s o n  w h o  v i o l a t e s  or w h o  c a u s e s  or p e r m i t s  a v i o l a t i o n  o f  

a p r o v i s i o n  o f  thi s  c h a p t e r  or A S  4 6 . 0 4  [AS 30.25], or o f  a r e g u l a t i o n ,  

l a w f u l  o r d e r  o f  the d e p a r t m e n t ,  or p e r m i t , a p p r ov a l ,  or a c c e p t a n c e  [OR 

C E R T I F I C A T E ] , o r  t e r m  or c o n d i t i o n  o f  a p e r m i t, a p p r o v a l ,  o r  a c c e p t a n c e  

[OR C E R T I F I C A T E ]  i s s u e d  u n d e r  this c h a p t e r  or AS 4 6 . 0 4  [AS 3 0 . 2 5 ]  is 

g u i l t y  of a v i o l a t i o n  [ M I S D E M E A N O R  AND, U P O N  C O N V I C T I O N ,  IS P U N I S H A B L E  

B Y  A  F I N E  O F  N O T  M O R E  T H A N  $ 2 5 , 0 0 0  A N D  C O S T S  O F  P R O S E C U T I O N ] .

* Sec. 9. A S  4 6 . 0 3 . 7 9 0 ( b )  is a m e n d e d  to read:

(b) A p e r s o n  w h o  w i l f u l l y  v i o l a t e s  a p r o v i s i o n  of this c h a p t e r ,  or

o f  a r e g u l a t i o n ,  l a w f u l  o r d e r  of the d e p a r t m e n t ,  or p e r m i t, a p p r o v a l ,  or

a c c e p t a n c e  [OR C E R T I F I C A T E ] ,  or t e r m  or c o n d i t i o n  of a p e r m i t , a p p r o v a l ,  

o r  a c c e p t a n c e  [OR C E R T I F I C A T E ]  i s s u e d  u n d e r  this c h a p t e r  or A S  4 6 . 0 4

[AS 3 0 . 2 5 ]  is g u i l t y  of a m i s d e m e a n o r  [AND, U P O N  C O N V I C T I O N ,  IS P U N I S H­

A B L E  B Y  A F I N E  O F  N O T  M O R E  T H A N  $ 2 5 , 0 0 0  A N D  C O S T S  O F  PR O S E C U T I O N ,  O R  BY 

I M P R I S O N M E N T  F O R  N O T  M O R E  T H A N  O N E  YEAR, O R  B Y  FINE, COSTS, A N D  I M P R I­

S O N M E N T ]  .

* Sec. 10. A S  4 4 . 1 9 . 1 7 1 ( b ) ( 2 )  is a m e n d e d  to read:

(2) to a l l e v i a t e  the e f f e c t s  o f  a d i s a s t e r  as d e f i n e d  in

A S  4 4 . 1 9 . 1 7 5  o c c u r r i n g  a f t e r  O c t o b e r  11, 1 9 6 7, by m a k i n g  loans or g r a n t s  

to p e r s o n s  or m u n i c i p a l i t i e s  o n  t er m s  the g o v e r n o r  c o n s i d e r s  a p p r o p r i a t e  

or b y  o t h e r  m e a n s  the g o v e r n o r  c o n s i d e r s  a p p r o p r i a t e .
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(2) r e a s o n a b l e  c o s t s  i n c u r r e d  b y  th e  s t a t e  in d e t e c t i o n ,  

i n v e s t i g a t i o n ,  a n d  a t t e m p t e d  c o r r e c t i o n  of the v i o l a t i o n  [, E X C E P T  

D I S B U R S E M E N T S  FOR P O L L U T I O N  A B A T E M E N T  C O S T S  U N D E R  AS 3 0 . 2 5 . 2 6 0 ( a ) ( 2 ) ] ;  

an d

(3) the e c o n o m i c  s a v i n g s  r e a l i z e d  b y  t h e  p e r s o n  in no t  c o m­

p l y i n g  w i t h  the r e q u i r e m e n t  for  w h i c h  a v i o l a t i o n  is c h a r g e d .

* Sec. 6. AS 4 6 . 0 3 . 7 6 0 ( e )  is a m e n d e d  to read:

(e) In a d d i t i o n  to l i a b i l i t y  u n d e r  (a) - (d) of this s e c t i o n ,  a 

p e r s o n  w h o  v i o l a t e s  or c a u s e s  or p e r m i t s  to be v i o l a t e d  a p r o v i s i o n  of 

A S  4 6 . 0 3 . 7 4 0  - 4 6 . 0 3 . 7 5 0  is l i a b l e  to the state, in a c i v i l  a c t i o n  

b r o u g h t  u n d e r  A S  4 6 . 0 3 . 8 2 2 ,  f o r  the full a m o u n t  of a c t u a l  d a m a g e s  c a u s e d  

to the s t a t e  b y  t h e  v i o l a t i o n ,  i n c l u d i n g  d i r e c t  a n d  i n d i r e c t  c o s t s  

a s s o c i a t e d  w i t h  the a b a t e m e n t ,  c o n t a i n m e n t  or r e m o v a l  of th e  p o l l u t a n t ,  

r e s t o r a t i o n  of the e n v i r o n m e n t  to its f o r m e r  state, a n d  all i n c i d e n t a l  

a d m i n i s t r a t i v e  costs. [THAT P O R T I O N  O F  T H E  D A M A G E S  R E C O V E R E D  BY T H E  

S T A T E  IN A C I V I L  A C T I O N  B R O U G H T  U N D E R  AS 4 6 . 0 3 . 8 2 2  A T T R I B U T A B L E  T O  C O S T S  

I N C U R R E D  BY T H E  D E P A R T M E N T  IN T H E  A B ATEMENT, C O N T A I N M E N T  O R  R E M O V A L  OF 

T H E  P O L L U T A N T  R E S U L T I N G  F R O M  A  D I S C H A R G E  O F  C R U D E  OIL, R E F I N E D  P E T R O L E U M  

P R O D U C T S  OR T H E I R  B Y - P R O D U C T S  S H A L L  BE D E P O S I T E D  IN T H E  C O A S T A L  P R O T E C­

T I O N  F U N D  C R E A T E D  U N D E R  AS 3 0 . 2 5 . 2 2 0 .  E X C E P T  FOR S P E C I A L  R I S K  C H A R G E S  

C O L L E C T E D  U N D E R  AS 3 0 . 25 . 2 7 0 ,  A P E R S O N  H O L D I N G  A R I S K  A V O I D A N C E  C E R T I F I­

CA T E  M A Y  N O T  BE H E L D  L I A B L E  FOR  C O S T S  A S S O C I A T E D  W I T H  T H E  A B A T E M E N T ,  

C O N T A I N M E N T  O R  R E M O V A L  O F  T H E  P O L L U T A N T . ]

* Sec. 7. AS 4 6 . 0 3 . 7 6 5  is a m e n d e d  to read:

Sec. 4 6 . 0 3 . 7 6 5 .  I N J U N C T I O N S .  T h e  s u p e r i o r  c o u r t  has j u r i s d i c t i o n  

to e n j o i n  a v i o l a t i o n  of this c h a p t e r  or AS 4 6 . 0 4  [AS 30.25], or of a 

r e g u l a t i o n ,  l a w f u l  o r d e r  of th e  d e p a r t m e n t ,  or  p e r m i t, a p p r o v a l ,  or a c­

ce p t a n c e  [OR C E R T I F I C A T E ] ,  or t e r m  or c o n d i t i o n  of a p e r m i t , a p p r o v a l ,  

or a c c e p t a n c e  [OR C E R T I F I C A T E ]  i s s u e d  u n d e r  t his c h a p t e r  o r  A S  4 6 . 0 4
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* Sec. 11. A S  3 0 . 2 0  a n d  A S  3 0 . 2 5  a r e  r e p e a l e d .

* Sec. 12. T h e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  s h a l l  p r e p a r e  a

r e p o r t  d e s c r i b i n g  the s t a t u s  of the n e g o t i a t i o n s  r e q u i r e d  b y  AS 4 6 . 0 4 . 0 2 0 ( e )  

a n d  s h a l l  s u b m i t  the r e p o r t  t o  t h e  l e g i s l a t u r e  n o  l ater t h a n  t h e  6 0 t h  d a y  of 

t h e  F i r s t  S e s s i o n  of the T w e l f t h  L e g i s l a t u r e .

* Sec. 13. (a) A n  oi l s p i l l  c o n t i n g e n c y  p l a n  a p p r o v e d  b e t w e e n  J u l y  1,

1979, an d  J u n e  30, 1980, u n d e r  A S  30.25, as it e x i s t e d  b e f o r e  the e f f e c t i v e

d a t e  of this Act, is a n  a p p r o v e d  p l a n  f o r  the p u r p o s e s  of AS 4 6 . 0 4 . 0 3 0 ,  a n d  

m a y  b e  r e n e w e d  i n  a c c o r d a n c e  w i t h  AS 4 6 . 0 4 . 0 3 0 ( d ) .

(b) A  p r o o f  of f i n a n c i a l  r e s p o n s i b i l i t y  a c c e p t e d  u n d e r  AS 3 0 . 2 5  m a y  b e  

u s e d  to s a t i s f y  t h e  r e q u i r e m e n t s  of A S  4 6 . 0 4 . 0 4 0  if the a c c e p t a n c e  h a s  not 

e x p i r e d  b e f o r e  J u l y  1, 1980} h o w e v e r ,  the a c c e p t a n c e  e x p i r e s  in a c c o r d a n c e  

w i t h  AS 4 6 . 0 4 . 0 4 0 ( f )  or o n  J a n u a r y  1, 1981, w h i c h e v e r  o c c u r s  first.

* Sec. 14. T h i s  A c t t a k es  e f f e c t  J u l y  1, 1980.
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I, th e  undersigned , an em p lo y ee  o f th e  S ta te  o f A laska, d o  h e re b y  ce rtify  

th a t  th e  m icrofilm  im ages on  th is  m ic ro fo rm  are accu ra te  rep ro d u c tio n s  

o f  th e  original reco rds o f  the  S ta te  o f  A laska as accum ula ted  du ring  th e  

regular course o f  business, and  th a t  it  is th e  estab lished  po licy  and  p rac tice  

o f  th is  S ta te  to  m icro film  its reco rds and to  dispose o f  th e  original reco rds 

a fte r  m icrofilm  rep ro d u c tio n s  have been m ade.

1tf/yflflJX 0  J L r u

Signature  o f C am era O p era to r
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IN THE HO US E BY THE FINA NC E  CO M MITTEE

S E NA TE  CS FOR H OU S E BILL NO. 207 

IN THE L E G I S L A T U R E  OF THE STATE OF A LASKA 

E L E V E N T H  L E G I S L A T U R E  - SECOND SESSION

A  BILL

For an Act entitled: "An Act r e l a t i n g  to state r e s p o n s i b i l i t y  for the h i g h­

way b e t w e e n  the Y u k o n  River and the A r c t i c  Ocean, and 

to state m a n a g e m e n t  and control of re sources affe ct e d 

by the h i g h w a y  b e t w e e n  the Y u k o n  River and the Arctic 

Ocean; and p r o v i d i n g  for an effective date."

BE IT ENA CT ED  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* S e ct io n 1. The p u r p o s e  of sec. 2 of this Act is to pro te ct  w i l d l i f e

which, as a result of w i l dl if e m ig rations, congregates in large numbers near 

the h i g h w a y  b e t w e e n  the Y u k o n  R i v e r  and the Ar ctic Ocean.

* Sec. 2. AS 16.05 is amended by adding a n ew sec ti o n to read:

Sec. 16.05.785. P R O H I B I T I O N  ON H U N TI NG  AD JA CE N T TO H I G H W A Y  BETWEEN 

Y UK ON  RIVER AND ARCTIC OCEAN. (a) Hunting w i t h  firearms is p r o h i b i t e d  

n o r t h  of the Y u k o n  Ri ve r in the area w i t h i n  five miles on ei ther side of 

the h i g h wa y b e t w e e n  the Y u k o n  River and the A rc ti c Ocean.

(b) A p e r s o n  who v iolates this section is guilty of a class A 

misdemeanor.

* Sec. 3. AS 19.40 is amended b y  addi n g n e w  sections to read:

A R T IC LE  2. USE OF THE HIGHWAY.

Sec. 19.40.100. USE O F  THE H I G H W A Y  BY COMMER CI A L TRAFFIC. (a)

The department shall m a i n t a i n  the h i g h w a y  and keep it open to commercial 

traffic t hroughout the year.

(b) For purposes of this section, "commercial traffic" means motor 

carriers engaged in commerce w h i c h  are c o m mo n carriers or co ntract 

carriers re gu la t ed  by the A l a s k a  T r a n s p o r t a t i o n  Co m mi s s i o n  under

-1- SCSHB 207

"

LA-L 20A



* I

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

.WORK DRAFT PAPER * WORK DRAFT PAPER WORK DRAFT PAPER

AS 42.10

Sec. 19.40.110. CLOS UR E OF THE H I G H W A Y  TO TRAFFIC. T he provisions 

of AS 19.10.100 apply to the closure of the h i g h w a y  by the department.

* Sec. 4. AS 19.40 is amended by addi ng  a n e w  sect io n  to read:

Sec. 19.40.120. P UB LI C USE OF A PORTION OF THE HIGHWAY. The 

d ep ar t m e n t  shall m a i n t a i n  the sect io n of the h i g h w a y  b e t w e e n  the Y u k o n  

River and D ietrich Camp and shall keep that section of the h i g h w a y  open 

to use b y  the public b e t w e e n  Jun e  1 and S ep tember 1 each year.

* Sec. 5. AS 19.40 is amended by adding a ne w sec ti o n to read:

A R T IC LE  3. LANDS A D J A C E N T  TO THE HIGHWAY.

Sec. 19.40.200. PRO HI B IT IO NS  ON DIS PO SA L AND USE OF LAN D W I T HI N 

FIVE M ILES OF THE HIGHWAY. (a) The state may not dispo se  of state land 

un de r AS 38 w h i c h  is w i t h i n  five miles of the r i g h t - o f - w a y  of the high-

(b) Off-road vehicles are pr oh ib i t e d  on land w i t h i n  five miles of 

the r ig ht - o f - w a y  of the highway. However, this p r oh ib i t i o n  does not 

a p pl y to a p e r s o n  w h o  holds a m i n i n g  claim in the v i c i n i t y  of the h i g h­

way and who must use land w i t h i n  five miles of the r i g h t - o f - w a y  of the 

h i g h w a y  to gain access to his m i n i n g  claim.

* Sec. 6. S e ct io n 4 of this Act takes effect June ], 1983.

w a y

L 20A
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IN T H E  H O U S E BY T H E  F I N A NC E C OM MITTEE

S E NA TE  CS FOR H O U S E  BI LL  NO. 207 

IN THE L E G I S L A T U R E  OF T HE STATE OF A L A S K A  

E L E V E N T H  L E G I S L A T U R E  - SECON D SESSION

A BILL

For an A ct entitled: "An Act r e l at in g  to state r es po n s i b i l i t y  for the high-

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE S TA TE  OF ALASKA:

* S e c t i o n  1. The purpose of sec. 2 of this Act is to p r o t e c t  w i l d l i f e

which, as a r e su l t of wi ldlife m ig rations, congregates in large numbers near 

the h i g h w a y  b e t w e e n  the Y u k o n  River and the Arctic Ocean.

* Sec. 2. AS 16.05 is amended b y  a d d i n g  a n e w  section to read:

Sec. 16.05.785. P R O H I B I T I O N  O N  H U NT I NG  AD JACENT TO H I G H W A Y  BETW EE N 

Y U K O N  R I V E R  AND ARCT I C OCEAN. (a) Hunt i ng  with firearms is p r o h i b i t e d  

n o r t h  of the Y u k o n  R iver in the area w i t h i n  five miles on either side of 

the h i g h w a y  b e t we e n the Y u k o n  R iv er  and the Arctic Ocean.

(b) A p e r s o n  who  vio l at es  this section is guilty of a class A 

m i s d e m e a n o r .

* Sec. 3. AS 19.40 is amended b y  a d d i n g  n e w  sections to read:

ART IC LE  2. USE OF THE HIGHWAY.

Sec. 19.40.100. USE OF T H E  H I G H W A Y  BY COMMERCIAL TRAFFIC. (a)

The d e pa rt me nt  shall m a i n t a i n  the h i g h w a y  and keep it open to commercial 

tra ff ic  throug ho u t the year.

(b) For purposes of this section, "commercial traffic" m e an s motor 

c arriers enga g ed  in commerce w h i c h  are common carriers or contract 

car ri er s r eg ulated by the A l a s k a  T r a n s p o r t a t i o n  C o m m i s s i o n  under

wa y b e t we en  the Y u k o n  River and the A r c t i c  Ocean, and 

to state m a n a g e m e n t  and control of r e so urces a f f e c te d 

by the h i g h w a y  b e t w e e n  the Yukon River and the Arct ic  

Ocean; and p r o v i d i n g  for an effective date."

-1- SCSHB 207
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S T A T E  
of A L A S K A

TO: r  G a r r e y  P e s k a
A d m i n i s t r a t i v e  A i d e  to S e n a t o r

S a c k e t t  fileno:

B u d g e t  a n d  A u d i t  C o m m i t t e e
 ■ - * . v •Je u p h o n e n o:

date: M a r c h  12, 1979

from: A V R U M  M. G R O S S
A T T O R N E Y  G E N E R A L

SUBJECT:

B r u c e  M. B o t e l h o  
A s s i s t a n t  A t t o r n e y  G e n e r a l

I h a v e  r e v i e w e d  the c o m m u n i c a t i o n s  y o u  h a v e  f o r­
w a r d e d  to m e  f r o m  the U n i v e r s i t y  of A l a s k a  as w e l l  as the 
m e m o r a n d u m  o f  F e b r u a r y  22, 1974 f r o m  A s s i s t a n t  A t t o r n e y  
G e n e r a l  D o u g l a s  to the D e p a r t m e n t  of A d m i n i s t r a t i o n  r e s p e c t­
i n g  A S  23 . 10 . 3 7 5 - 4 0 0 .

W h i l e  Mr. Douglas' ana ly si s o f  s o v e r e i g n  e x e m p t i o n  
is e s s e n t i a l l y  correct, t he A l a s k a  S u p r e m e  C ou rt  in the 
i n t e r v e n i n g  years has s u b s t a n t i a l l y  e r r o d e d  this doctrine.

G i v e n  that fact, a n d  the l i k e l i h o o d  that the 
U n i v e r s i t y  o f  A l a s k a  has p r o v i d e d  t r a n s p o r t a t i o n  to e m­
p l o y e e s  o n  a c o n t i n u i n g  b as is  (by express c o n t r a c t  o r  by 
s o m e  f o r m  o f  m u t u a l  u n d e r s t a n d i n g ) , it is h i g h l y  l i k e l y  that 
w e r e  this m a t t e r  litigated, the A l a s k a  court w o u l d  f i n d  the 
U n i v e r s i t y  of A l a s k a  to be s u b j ec t to the l e g i s l a t i v e  p o l i c i e s  
e x p r e s s e d  in A S  23.10.3 7 5- 40 0.

S h o u l d  y o u  h a v e  a ny furt he r q u e s ti on s in this 
reg ar d,  p l e a s e  do n o t  h e s i t a t e  to contact me.

B M B : v r



Bill/Resolution No. J-77-137-79_____________nuuoc. d lu u  m
Title Act R e la tin g  to  t r a n s p o r ta t io n '61 UnjJiayeiS"

Office of the Governor

Program Category Affected Public P ro tec tio n

FY 79 FY 80 FY 81 FY 82 J/Y 83 FY 84
J00 PERSONAL SERVICES
700 TRAVF.I.
300 CONTRACTUAL
4 0 0  C O M M O D IT IE S
500 EOUIPMENT
6 0 0  LAND & STRUCTURES
.700 GRANTS. CLAIMS. ETC.

FUNDING (Thousands of Dollars)

THE LEGISLATURE OF THE STATE OF ALASKA 
ELEVENTH LEGISLATURE

.FISCAL -NOTE.

HOUSE BILL NO. 207

.Date. Febrw r y  7 1 19ZS.

BRU, Program, or Subprogram(s) Affected Ware and Hour A dm in istra tion __________________ _
(Note: If more than one budget component is affected, separate iine-item amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS

FULL TIME I
PART TIME
TEMPORARY _ ........... .

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

No Fiscal Impact. Purpose and effect o ‘ this bill is to clarify the act 
and broaden its coven ige.

IV. DATE

Original: Legislative Finance 
CC: Budget and Management

Prime Sponsor (First Legislator Named)

PREPARED BY _________
AGENCY / / / A  &6A*.
p h o n e  j ' t f i - r - x r z . o

33-001 (Rev. 12/78)
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February 13, 1979

T h e  H o n o r a b l e  T e r r y  G a r d i n e r  
S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
Juneau, A l a s k a  9 9 8 1 1

D e a r  Mr. S peaker:

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 18 o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a bill r e l a t i n g  to 
t r a n s p o r t a t i o n  o f  e m p l o y e e s .  .

T h e  b i l l  w o u l d  a m e n d  AS 2 3 . 1 0 . 3 8 0  w h i c h  deals w i t h  an 
e m p l o y e r ' s  o b l i g a t i o n  to m a k e  c e r t a i n  pr o vi si on s for the 
r e t u r n  t r a n s p o r t a t i o n  o f  e m p l o y e e s  to w h o m  the e m p l o y e r  
p r o v i d e d  (i.e., f u r n i s h e d  or p a i d  for o r  a d v a n c e d  funds 
t o  p a y  for) t r a n s p o r t a t i o n  f r o m  the p l a c e  of h i r e  to the 
p l a c e  o f  work. T h e  D e p a r t m e n t  o f  L a w  r e c e n t l y
i n t e r p r e t e d  AS 2 3 . 1 0 . 3 8 0  as r e q u i r i n g  o n l y  t h a t  an
e m p l o y e r  p r o v i d e  t h e  s a m e  k i n d  o f  • as* istance for the
r e t u r n  t r i p  as h e  p r o v i d e d  on the  i n i ti al  trip (e.g., if
t h e  e m p l o y e r  a d v a n c e d  or l o a n e d  funds to the e m p l o y e e  to 
p a y  for t he t r i p  to the job, t he em ployer m u s t  also 
a d v a n c e  or l o a n  t h e  e m p l o y e e  the n e c e s s a r y  funds to 
r e t u r n  to t h e  p o i n t  o f  h i r e . )

T h e  D e p a r t m e n t  o f  L a b o r  b e l i e v e s  t h a t  the s t a t u t e  as it 
c u r r e n t l y  r e a d s  d oe s n o t  p r o v i d e  a d e q u a t e  p r o t e c t i o n  for 
e m p l o y e e s  w h o  m a y  b e  e n t i c e d  to trave l long d i s t a n c e s  to 
A l a s k a  to w o r k  for l i t t l e  m o r e  t h a n  the minim um  w a g e  in 
t h e  m i s t a k e n  b e l i e f  that, if t h e  job does n o t  w o r k  out, 
t h e y  w i l l  n o t  h a v e  t o  b e a r  t he e x p e n s e  of r e t u r n i n g  to 
t h e i r  homes. A p p a r e n t l y  m a n y  e m p l o y e e s  from t h e  L o w e r  
48, e s p e c i a l l y  i n  t h e  fi sh  p r o c e s s i n g  industry, h a v e  b e e n  
s t r a n d e d  or "dum pe d"  i n  A l a s k a  u p o n  t e rm in a ti on  o f  t h e i r  
e m p l o y m e n t  w i t h o u t  a d e q u a t e  funds to p a y  for.the r e t u r n  
trip.

T o  a d d r e s s  t h i s  p r o b l e m  t h e  b i l l  w o u l d  require that, in 
a n y  s i t u a t i o n  t h a t  t h e  e m p l o y e r  p r o v i d e s  any a s s i s t a n c e  
t o  the e m p l o y e e  i n  g e t t i n g  t o  the p l a c e  o f  work, the 
e m p l o y e r  m u s t  a c t u a l l y  f u r n i s h  or p a y  for the e m p l o y e e ' s  
r e t u r n  t r a n s p o r t a t i o n .  T h e  o b l i g a t i o n  is p l aced s q u a r e l y



o n  t h e  e m p l o y e r  t o  see t o  i t  t h a t  t h e  e m p l o y e e  g e t s  home, 
a n d  is n o t  l e f t  s t r a n d e d  i n  A l a s k a .

A d d i t i o n a l l y ,  t h e  b i l l  w o u l d  m a k e  c l e a r  w h a t  r e t u r n  
t r a n s p o r t a t i o n  o r  c o s t s  o f  r e t u r n  t r a n s p o r t a t i o n  m u s t  b e  
b o r n e  b y  "th e e m p l o y e r .  U n d e r  t h e  bill, t h e s e  w o u l d  
include, i n  a d d i t i o n  t o  t h e  c o s t s  o f  t r a n s p o r t i n g  j u s t  
t h e  e m p l o y e e ,  t h e  c o s t s  o f  m o v i n g  h o u s e h o l d  g o o d s  a n d  t h e  
c o s t s  o f  t r a n s p o r t i n g  m e m b e r s  o f  t h e  e m p l o y e e’s family, 
i f  t h e  e m p l o y e r  a s s i s t e d  t h e  e m p l o y e e  in t r a n s p o r t i n g  
t h e m  t o  t h e  p l a c e  o f  work, u n l e s s  t h e  e m p l o y e r  and 
e m p l o y e e  h a v e  agreed, i n  w r i t i n g ,  a t  t h e  t i m e  o f  h i r e  
t h a t  t h e  e m p l o y e r  w o u l d  n o t  b e  r e s p o n s i b l e  f o r  e i t h e r  or 
b o t h  o f  t h e s e  e l e m e n t s .

Fi na ll y,  t h e  b i l l  w o u l d  a l s o  c l a r i f y  t h a t  an e m p l o y e e  w h o  
is e n t i t l e d  t o  r e t u r n  t r a n s p o r t a t i o n  b y  the e m p l o y e r  is 
a l s o  e n t i t l e d  t o  r e c e i v e  s u b s i s t e n c e  f o r  u p  t o  10 days 
w h i l e  w a i t i n g  f o r  a v a i l a b l e  t r a n s p o r t a t i o n .  T h e  
s u b s i s t e n c e  c o u l d  b e  e i t h e r  r o o m  and b o a r d  or 
c o m p e n s a t i o n  i n  a n  a m o u n t  e q u a l  to s t a t e  p e r  d i e m  r at es  
for t h e  a r e a  i n  w h i c h  t h e  e m p l o y e e  w o r k ed .

S in ce r e l y ,

J a y  S. H a m m o n d  
G o v e r n o r

-2-
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THE LEGISLATURE OF T H E  STATE O F  ALASKA
EL E V E N T H  LEGISLATURE

I. REQUEST
Bill/Resolution No. HB 207
Title A n  ac t  r e l a t i n g  to t r a n s p o r t a t i o n  of e m p lo y e e s

Requested b v S e n a t o r  S u m n e r  ( J o s h u a  W r i g h t)

II. FISCAL DETAIL
Agency A f le e te d  State, o f  A la sk a  D e p a r t m e n t  of T r a n s p o r t a t i o n  & P u b l i c  F a r i n t w .

Program Category Affected..
BRU, Program, or Subprogram(s) Affected__________________________________________________________
(N ote: If m ore than one budget com ponent is affected, separate line-item am ounts and funding for each 

com ponent in the analysis section.)
EXPENDITURES (Thousands o f  Dollars)

FY 80 FY 81 FY 82 FY 33 FY 84 FY 85
100 PERSONAL SERVICES
200 TRAVEL
300 ..CONTRACTUAL C
400 COMMODITIES
500 EOUIPMENT
600 LAND &  STRUCTURES
.700 GRANTS. CLAIMS. E T C

TOTAL -0-

FUND1NG (Thousands o f Dollars)

GENERAL FUND -o ~ !
FEDERAL FUNDS
OTHER (Spccifv Fund Source)

POSITIONS 

FULL TIME - 0 -
PART TIME - 0 -
TEMPORARY - 0 -

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

Thi s a n a l y s i s  is b a s e d  on the a s s u m p t i o n  that the c h a n g e s  m a d e  to AS 2 3 . 1 0 . 3 8 0  by 

HB 207 are m e r e l y  for c l a r i f i c a t i o n  of the p r e s e n t  la w and do not expand the ri g h ts  

of S t a t e  e mployees. C l a s s i f i e d  S t a t e  e m p l o y e e s  t r a n s p o rt e d  for S t a t e  e m p l o y m e n t  

e x e c u t e  a r e i m b u r s a b l e  travel e x p e n s e  a g r e e m e n t  w h i c h  r e q u i r e s  at least part i a l  

r e p a y m e n t  of travel e x p e n s e  if e m p l o y m e n t  is termi n a t e d  p rior to two y ears of 

s e r v i c e  for the State. If this p r o v i s i o n  is not lega l l y  s u f f i c i e n t  no t i c e that 

r e t u rn  t r a n s p o r t a t i o n  is not p r o v i d e d ,  an a d d i t i o n a l  p a r a g r a p h  to that effect can 

be a d d e d  to all f u t u r e  D e p a r t m e n t  of T r a n s p o r t a t i o n  and Pu b l i c  F a c i l i t i e s  travel 

e x p e n s e  agreem e n t s .

IV . DATE , .■teHnaSagrLy-.D.lrec.tnr.

Original: Legislative Finance 
cc: Budget and Management

Prime Sponsor (First Legislator Named)

AGENCY . nf)T/P-F- r  .Admini s t r a t iv e  .Suppor t  Ser v ic e s  
PH O N E  &65=AQ55__________________



T H E  LEGISLATURE O F  THE STATE OF ALAS K A
ELEVENTH LEGISLATURE

C S H B  2 0 8

FISCAL N O T E ( R E V I S E D )

I. REQUEST
Bill/Resolution No. C O M M I T T E E  S U B S T I T U T E  F O R  H O U S E  B I L L  NO. 208

A n  A c t  r e l a t i n g  to the i n v e s t m e n t  ot s t a t e  r e t i r e m e n t  a n d  p e n s i o n  funds

Requested by_____________________________________________________________ Date 4 - 1 7 - 8 0

II. FISCAL DETAIL
Agency Affected D e p a r t m e n t  of R e v e n u e _________________________

Program Category A ffected R evenue C o l l e c t io n  & M anagement 
BRU, Program, or Subprogram(s) Affected T re a s u ry  M anagement
(N ote: If m ore than one budget com ponent is affected, separate line-item am ounts and funding fo r each 

com ponent in the analysis section.)
EXPENDITURES (Thousands o f  Dollars)

FY 80 . FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL 1 7 0 .0 1 9 2 .0 2 1 6 .0 238.0 9 6 0 .0
*00 COMMODITIES
500 EOUIPMF.NT
*00 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL - 0 - 1 7 0 .0 1 9 2 .0 2 1 6 .0 2 3 8 .0 2 6 0 .0

FUNDING (Thousands o f  Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Fund Source)
P u b l ic  Em ployees R e tire m e n t - 0 - 8 5 .0 96.0 10R.0 119.0 110 n

T e a c h e rs  R e tire m e n t - 0 - 8 5 .0 9 6 .0 1 0R .0 119.0 130 O

POSITIONS 

FULL TIME - 0 - - 0 - -0- -0- -0- -O-

PART TIME
TEMPORARY

111. ANALYSIS (See Fiscal N ote Preparation Instructions, Section III)

E x p e n s e s  i n c l u d e d  ar e  f o r  m a n a g e m e n t ,  c u s t o d y  and s a f e k e e p i n g  of p r e c i o u s  

m e t a l s  and f o r e i g n  s e c u r i ti e s .  T h i s  f is c a l  n o t e  r e p r e s e n t s  a l ow e r  l evel of 

c o m m i t m e n t  to s u c h  inv e st m e n t s .  T h e  a b o v e  a l l o w s  for $3 0  m i l l i o n  in 198 1  w i t h  

a y e a r l y  15% i n c r e a s e  i n  assets. Fee s  a r e  .56% of a s s e t  b a l a n c e  in 1981. T his 

c o m p a r e s  to p r e s e n t  .50% s e r v i c e  f e e  r e q u i r e d  by  S tate D i v i s i o n  of V e t e r a n s  

L o a n s  on l o a n s  p l a c e d  w i t h  them.

IV. DATE M a y  13, 1980

Original: Legislative.Finance___
cc: Budget and Management

Prime Sponsor (First Legislator Named)

PREPARED BY A n s e l m  C. Staack, T r e a s u r y  C o m p t r o l l e r  

AGENCY D e p a r t m e n t  of R e v e n u e / T r e a s u r y  D i v i s i o n  

PHONE 4 6 5 - 2 3 5 1 ____________________

33-001 (Rev. 12/79)
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THE LEGISLATURE O F THE STATE OF ALASKA 
ELEVENTH LEGISLATURE

FISCAL NOTE. CS H B  208

I. REQUEST
Bill/Resolution No. C O M M I T T E E  S U B S T I T U T E  F O R  H O U S E  B I L L  208 

Title A n  A c t  r e l a t i n g  to the i n v e s t m e n t  of s t a t e  r e t i r e m e n t  an d  p e n s i o n  f unds 

Requested b y_____________________________________________________________ Date 4 - 1 7 - 8 0

II. FISCAL DETAIL
Agency Affected D e p a r t m e n t  o f  R e v e n u e  

Program Category A ffected R e v e n u e  C o l l e c t i o n  & M a n a g e m e n t

BRU, Program, or Subprogram(s) Affected T re a s u ry  Management
(N ote: If  m ore than one budget com ponent is affected, separate line-item am ounts and funding for each 

com ponent in the analysis section.)
EXPENDITURES (Thousands o f  Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85

o2

PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL 5 4 6 .0 6 0 9 .0 6 8 1 .6 764.9 8 6 0 .7
400 COMMODITIES
,500 EOUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL - 0 - 5 4 6 .0 6 0 9 .0 6 8 1 .6 7 6 4 .9 8 6 0 .7

FUNDING (Thousands o f  Dollars)

G E N E R A L  F U N D

F E D E R A L  F U N D S

O T H E R  (Specify F u n d  Source)

P u b l i c  E m p l o y e e s  R e t i r e m e n t -0 - 2 7 3 . 0 304.5 340.8 382.5 430.4

T e a c h e r s  R e t i r e m e n t -0 - 2 7 3. 0 304.5 340.8 382.4 4 3 0 . 3

P O S I T I O N S  

FULL T I M E - 0 - - 0 - - 0 - -0- -0- - o -

P A R T  T I M E

T E M P O R A R Y •

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
E x p e n s e s  i n c l u d e d  ar e  f o r  m a n a g e m e n t ,  c u s t o d y  and s a f e k e e p i n g  of p r e c i o u s  

m e t a l s ,  f o r e i g n  s e c u r i t i e s  a n d  r e a l  e s t a t e  equity. C o n t r a c t u a l  s e rvices: $42 0 .0

for c o s t s  r e l a t e d  to i n i t i a l  $60 m i l l i o n  i n v e s t e d  i n  p r e c i o u s  m e t a l s  an d  f o r e i g n  

se c u r i t i es ;  (the costs are a t  the same rate w h e t h e r  in p r e c i o u s  m e t a l s  o r  f o r e i g n  

s e c u ri t i e s ) ;  $ 1 2 6 . 0  for  c o s t s  r e l a t e d  to i n i t i a l  $10 m i l l i o n  i n v e s t e d  in rea l  

e s t a t e  equity. Y e a r l y  i n c r e a s e  of 15% a d d i t i o n  to assets.

IV. D A T E  A p r i l  28, 1 980

Original:,
cc:

LegislatLY,e_Finajice.

.PREPARED BY . A n s e l m  C ...S ta a c k , T r e a s u r y  CnmptrnLlp-r-
AGENCY D e p a r tmpnt- nf ftpypnnp/Tt-Aja .gpry rH.Ti.ig-i.nn----

PHONE 4 6 5 - 2 3 5 1 __________________

Budget and Management
Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



S e c t i o n - b y - S e c t i o n  A n a l y s i s  o f  CSH B 2 0 8  

P e n s i o n  F u n d  I n v e s t m e n t s

S e c t i o n  1 . A m e n d m e n t s  to the i n v e s t m e n t  list of T e a c h e r s '  

R e t i r e m e n t  System. Th is  s e c t i o n  r e q u i r e s  the c o m m i s s i o n e r  

o f  r e v e n u e  to o b t a i n  m a r k e t  rates of r e t u r n  a n d  r e s t r i c t s  

the c o l l a t e r a l  w h i c h  he can a c c e pt  o n  loans p u r c h a s e d  for 

the f u n d  to buildi ng s.  B a n k  p a r t i c i p a t i o n s  o n  c o m m e r c i a l  

loans m u s t  be h e l d  to maturity.

A d d i t i o n s :

1. C o m m e r c i a l  p a p e r

2. F o r e i g n  s e c u r i t i e s  o th er  t h a n  C a n a d a  (15% limi t )

3. E u r o d o l l a r  inves tm en ts

4. G o l d  b u l l i o n  (3.5% limit)

5. F o r e i g n  c u r r e n c y  time de po s it s (25% limit)

D e l e t i o n s :

1. T a x - e x e m p t  m u n i c i p a l  bonds

2. F H A  loans

3. S ta te  v e t e r a n s  loans

4. B o a t  loans

5. S t a t e  a g r i c u l t u r e  loans

M u c h  l a n g u a g e  w a s  a d o p t e d  f r o m  the p e r m a n e n t  f u n d  bill.

C o r p o r a t e  debt s e c u r i t i e s  have b e e n  l i m i t e d  to t h o s e  r a t e d  

at least "A" b y  a n a t i o n a l l y  r e c o g n i z e d  r a t i n g  o r g a n i z a t i o n ,  

p r e f e r r e d  a nd c o m m o n  stock could be p u r c h a s e d  o n l y  if the 

i s s u i n g  c o r p o r a t i o n  h a d  pai d div i de nd s for the p r e c e d i n g  

three years. C o m m e r c i a l  p a p e r  h as b e e n  l i m i t e d  t he h i g h e s t  

p o s s i b l e  r a t i n g  and g o l d  b u l l i o n  m u s t  be of the b e s t  p u r i t y  

to be e l i g i b l e  for purchase.



S e c t i o n  2 . A d o p t i o n  of the P r u d e n t - M a n  R u l e  u s e d  b y  the 

A l a s k a  P e r m a n e n t  F u n d  w h i c h  e m p h a s i z e s  the s a f e t y  o f  c a p i t a l  

o v e r  t he g e n e r a t i o n  o f  i n c o m e  for Teachers' R e t i r e m e n t  

System.

S e c t i o n  3 . T e c h n i c a l  a m e n d m e n t  w i t h  r e g a r d  to the r e g i s­

t r a t i o n  of i n v e s t m e n t s  fo r Teachers' R e t i r e m e n t  System.

S e c t i o n  4 . L i m i t a t i o n  o n  the p u r c h a s e  of m o r t g a g e  l o a n s  to 

n e w  loans only. M o r t g a g e s  cann ot  be p u r c h a s e d  f r o m  b a n k  

i n v e n t o r y  for T ea chers' R e t i r e m e n t  System.

S e c t i o n  5 . A d o p t i o n  of h e d g i n g  l a n g u a g e  u s e d  b y  the A l a s k a  

P e r m a n e n t  Fund. Use of re al  e s t a t e  e q u i t y  f un ds  f o r  T e a c h e r s '  

R e t i r e m e n t  System.

Se c t i o n  6 . A m e n d m e n t s  to the i n v e s t m e n t  list o f  P u b l i c  

E m p l o y e e s  R e t i r e m e n t  System. T h i s  s e c t i o n  r e q u i r e s  t h e  

c o m m i s s i o n e r  of r e v e n u e  to o b t a i n  m a r k e t  r at es  o f  r e t u r n  a n d  

r e s t r i c t s  the c o l l a t e r a l  w h i c h  he can a c c e p t  on l o a n s  p u r c h a s e d  

for the f u n d  to b u i l d i n g s . B a n k  p a r t i c i p a t i o n s  o n  c o m m e r c i a l  

loans m u s t  b e  h e l d  to maturity.

A d d i t i o n s :

1. C o m m e r c i a l  p a p e r

2. F o r e i g n  s e c u r i t i e s  o th er  t h a n  C a n a d a  (157, limit)

3. E u r o d o l l a r  i n v e s t m e n t s

4. G o l d  b u l l i o n  (157o limit)

5. F o r e i g n  c u r r e n c y  time dep o si ts  (25% limit)

D e l e t i o n s :

1. T a x - e x e m p t  m u n i c i p a l  bonds

2. F H A  loans

3. S t a t e  v e t e r a n s  loans

4. B o a t  loans

A n a l y s i s  o f  C S H B  2 0 8 ,  P a g e  2



5. S t a t e  a g r i c u l t u r e  loans

6. M u t u a l  fiinds

M u c h  l a n g u a g e  w a s  a d op te d f r o m  the p e r m a n e n t  f u n d  bill. 

C o r p o r a t e  debt secur i ti es  h a v e  b e e n  l i m i t e d  to t h o s e  r a t e d  

at l ea st  "A" b y  a n a t i o n a l l y  r e c o g n i z e d  r a t i n g  o r g a n i z a t i o n ,  

a nd p r e f e r r e d  a nd c o m m o n  stock c o u l d  be p u r c h a s e d  o n l y  if 

the i s s u i n g  c o r p o r a t i o n  h a d  p a i d  d i v i d e n d s  f o r  t h e  p r e c e d i n g  

t h re e years. C o m m e r c i a l  p a p e r  has  b e e n  l i m i t e d  to t h e  

h i g h e s t  p o s s i b l e  r a t i n g  and g o l d  b u l l i o n  m u s t  b e  of t h e  b e s t  

p u r i t y  to be e ligible for purchase.

S e c t i o n  7 . A d o p t i o n  o f  the P r u d e n t - M a n  R u l e  u s e d  b y  t h e  

A l a s k a  P e r m a n e n t  F u n d  w h i c h  e m p h a s i z e s  the s a f e t y  o f  c a p i t a l  

ov er  the g e n e r a t i o n  of incom e for P u b l i c  E m p l o y e e s  R e t i r e­

me n t  System.

S e c t i o n  8 . L i m i t a t i o n  on the p u r c h a s e  o f  m o r t g a g e  l o a n s  to 

n e w  loans only. M o r t g a g e s  c a n no t be p u r c h a s e d  f r o m  b a n k  

i n v e n t o r y  for P u b l i c  E m p l o y e e s  R e t i r e m e n t  System.

Se c t i o n  9 . A d o p t i o n  of h e dg in g l a n g u a g e  u s e d  b y  t he A l a s k a  

P e r m a n e n t  Fund. Use of real e s tate e q u i t y  funds f o r  P u b l i c  

E m p l o y e e s  R e t i r e m e n t  System.

S e c t i o n  1 0 . R e p ea l s r e s t r i c t i o n s  on the e x t e n t  o f  i n v e s t m e n t s  

in State v e t e r a n s  and a g r i c u l t u r e  loans f or P u b l i c  E m p l o y e e s  

R e t i r e m e n t  System.

S e c t i o n  11. E f f e c t i v e  date

A n a l y s i s  o f  C S H B  208, P a g e  3



COMMITTEE REPORT 

(ID HOUSE

F U R T H E R :

5 / 1 3 / 8 0

(Two m e m o s  and two fiscals notes
fr om  R. D. S t e v e ns on  attached.) Date: __________________________

(TAlcen fr om  R ules and 
Mr. Speaker: retu r ne d to F i n a n c e  5/13/80)

T h e  C o m m i t t e e  on  F I N A N C E ____________________ has had H B  2 0 8 ________________

" A n  A c t  r e l a t i n g  to p e n s i o n  f u n d  i n v e s t m e n t s ;  a n d  p r o v i d i n g  f o r  a n  

e f f e c t i v e  d a t e . "

u n d e r  c o n s i d e r a t i o n  a n d  (a m a j o r i t y  o f  t h e  c o m m i t t e e )  (the c o m m i t t e e )  
r e p o r t s  it b a c k  w i t h  the f o l l o w i n g  r e c o m m e n d a t i o n s :

[ ] do p a s s  [ ] do not pa s s

[ ] do p a s s  w i t h  a t t a c h e d  a m e n d m e n t s ( s )
[ ] s a m e  t i t l e

[ ] r e p l a c e  w i t h  CS f o r  ________________________________________________ [ 3 n e w  t i t l e

and r e c o m m e n d s  _______________________________________________________________

[ 3 A N D  a t t a c h e s  a " L e t t e r  of I n t e n t "  [ ] N e w  F i s c a l  N o t e

[ ] r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n

[ ] r e f e r r e d  to t h e  _________________________________________________ C o m m i t t e e

M E M B E R S  S I G N I N G  M E M B E R S  H A V I N G
DO P A S S  O T H E R  R E C O M M E N D A T I O N S :

H 60 (Rev. 12/78)

CHAIRMAN
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J A Y  S. H A M M O N D .  G O V E R N O R

D E P AR TM E N T OF R EVENUE
OFFICE OF THE COMMISSIONER

P O U C H S

J U N E A U .  A L A S K A  9 9 8 1 1  

P H O N E :  1 9 0 7 1465-2300

M a y  13, 1 9 8 0

T h e  H o n o r a b l e  S a m  C o t t e n  

C h a i r m a n

H o u s e  R u l e s  C o m m i t t e e  

R o o m  2 0 8  - C a p i t o l  B u i l d i n g  

J u n e a u ,  A l a s k a  9 98 1 1

D e a r  Mr. Cotten:

Re: CS for H o u s e  B i l l  No. 208

CS for H o u s e  B i l l  No. 208, an A c t  r e l a t i n g  t o  t h e  i n v e s t m e n t  o f  s tate 

r e t i r e m e n t  a n d  p e n s i o n  funds, w a s  r e f e r r e d  in t h e  H o u s e  o n  A p r i l  IT, 1 9 8 0  

b y  t h e  H o u s e  F i n a n c e  C o m m i t t e e  t o  t h e  H o u s e  R u l e s  Comm i t t ee .

F o r  t h e  c o n s i d e r a t i o n  o f  t h e  H o u s e  R u l e s  C o m m i t t e e ,  I a m  e n c l o s i n g  a 

c o p y  o f  a R e v i s e d  F i s c a l  N o t e  p r e p a r e d  b y  A n s e l m  S t a a ck ,  C o m p t r o l l e r ,  

T r e a s u r y  D i v i s i o n  o f  t h e  D e p a r t m e n t  of R e v e n u e  c o n c e r n i n g  t h e  p r o p o s e d  

l e g i s la t i o n .

S i n c e r e l y ,

R. D. S t e v e n s o n  

S p e c i a l  A s s i s t a n t

cc: J o s e p h  K. D o n o h u e  

D e p u t y  C o m m i s s i o n e r  

D e p a r t m e n t  o f  R e v e n u e

P e t e r  B u s h r e  

D e p u t y  C o m m i s s i o n e r  

D e p a r t m e n t  of R e v e n u e

04-D2LH



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVEN'!'!I LEGISLATURE

CSIIB 208
FISCAL NOTE (REVISED)

I. REQUEST
Bill/Resolution N o  C O M M I T T E E  S U B S T I T U T E  F O R  H O U S E  B I L L  NO. 20S
j-jjj An A ct r e l a t i n g  to  tiie  in v e s tm e n t  o i  s t a t e  r e t i r e m e n t  and p e n s io n  Funds 
Requested by____________________________________________________ _________ Date 4 -1 7 -8 0

II. FISCAL DETAIL
Agency Affected D e p a rtm e n t o f  R evenue
Program Category Affected Revenue C o l l e c t  ion~~& Mana g e m ent
BRU, Program, or Subprogram(s) A ffected T re a s u ry  M anagem ent
(N ote: If m ore than one budget com ponent is affected, separate linc-item am ounts and funding for each 

com ponent in the analysis section.)
EXPENDITURES (Thousands o f  Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONAL SERVICES
200 TRAV EL
300 CONTRACTUAL 1 7 0 .0 1 9 2 .0 . 2 1 6 .0 2 3 8 .0 ?6fL 0
4(10 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL - 0 - 1 7 0 .0 1 9 2 .0 2 1 6 .0 2 3 8 .0 2 6 0 .0

F U N ] ) ! N O  (Thousands of Dollars)

GENERAL FUND I i
FEDERAL FUNDS
OTHER (S;< >"ify Fund Source) 1
P u b l ic  Em ployees R e tire m e n t - 0 - 1Cj4

-Oco . 90.0.. L(i8_.n__ 119.0 I.__ 1 30 0 ____
T e a c h e rs  R e tire m e n t -0- 85.0 96.0 108.0 1-1.9.0 1. 1.30UL- -

POSITIONS 

FULL TIME - 0 -  1 -0- . . - 0 -  . . - n - -n- 1 _n~
PART TIME ' ' »i
TEM PORARY l>

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

E x p en ses  in c lu d e d  a r e  f o r  m anagem ent, c u s to d y  and  s a f e k e e p in g  o f  p r e c io u s  
m e ta ls  and f o r e ig n  s e c u r i t i e s .  T h is  f i s c a l  n o te  r e p r e s e n t s  a lo w er l e v e l  o f  
com m itm ent to  such  in v e s tm e n ts .  The ab o v e  a l lo w s  f o r  $30 m i l l i o n  i n  1981 w ith  
a y e a r ly  15% i n c r e a s e  i n  a s s e t s .  F e e s  a r e  .5G% o f  a s s e t :  b a la n c e  in  1 981 . T h is  
co m pares to  p r e s e n t  .50% s e r v i c e  f e e  r e q u i r e d  by S t a t e  D iv i s io n  o f  V e te ra n s  
L oans on lo a n s  p la c e d  w i th  them .

IV. D A T E  May 13, 1980

Original: Legislative Finance 
cc: Budget and Management

Prime Sponsor (First Legislator Named)

N J

PREPARED BY Anselm  C. S ta a c k ,  T re a s u ry  Comp t r o l  1 e r
AGENCY D ep o rtm en t o f  R e v e n u e /T re a su ry  D iv is io n _____
PHONE 4 65 -2 3 5 1 __________________
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D r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

I N  T H E  H O U S E

: . - * - . -
- • ' .

■ ■ ■ J? .•••• . . ■... - 1

O f f e r e d :  4 / 1 7 / 8 0
R e f e r r e d :  R ul e s

B Y  T H E  F I N A N C E  C O M M I T T E E

CS FOR H O U S E  B I L L  NO. 208 

I N  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A S K A  

E L E V E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A  B I L L

Fo r  a n  Ac t  e n t i t l e d :  " A n  Act r e l a t i n g  to th e  i n v e s t m e n t  of s t a t e  r e t i r e m e n t

a n d  p e n s i o n  funds; a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  

d a t e . "

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. AS 1 4 . 2 5 . 1 8 0 ( b )  is a m e n d e d  to read:

(b) W he n ,  in the o p i n i o n  of th e  c o m m i s s i o n e r  of a d m i n i s t r a t i o n ,  

t h e r e  is o n  h a n d  in the r e t i r e m e n t  f u n d  a s u r p l u s  o v e r  a n d  a b o v e  a 

r e a s o n a b l y  s a f e  a m o u n t  to t a k e  c a r e  of c u r r e n t  d e m a n d s  u p o n  t h e  fund, 

t he s u r p l u s  or so m u c h  o f  it as in the j u d g m e n t  of the c o m m i s s i o n e r  of 

a d m i n i s t r a t i o n  is c o n s i d e r e d  p r o p e r  m a y  b e  i n v e s t e d  at c o m p e t i t i v e  n a­

tio n a l  m a r k e t  ra t e s  b y  the c o m m i s s i o n e r  of r e v e n u e  in

[(1) B O N D S  OR O T H E R  I N T E R E S T - B E A R I N G  O B L I G A T I O N S  A N D  S E C U R I T I E S  

O F  T H E  U N I T E D  S T A T E S  OR A N  A G E N C Y  O F  T H E  U N I T E D  S T A T E S , A  S T A T E  O F  T H E  

U N I T E D  STAT E S ,  O R  A P O L I T I C A L  S U B D I V I S I O N  O F  A N Y  S T A T E  O F  T H E  U N I T E D  

S T A T E S ,  IF T H E  P O L I T I C A L  S U B D I V I S I O N  H A S  A P O P U L A T I O N  AS S H O W N  BY T H E  

L A S T  F E D E R A L  C E N S U S  P R E C E D I N G  T H E  I N V E S T M E N T  O F  NO L E S S  T H A N  3 0 , 0 0 0  

I N H A B I T A N T S ,  E X C E P T  NO P O P U L A T I O N  L I M I T A T I O N  A P P L I E S  TO A P O L I T I C A L  

S U B D I V I S I O N  O F  T H I S  STATE;

(2) F I R S T  L I E N  R E A L  E S T A T E  M O R T G A G E  S E C U R I T I E S  I N S U R E D  B Y  T H E

F E D E R A L  H O U S I N G  A D M I N I S T R A T I O N  U N D E R  T H E  N A T I O N A L  H O U S I N G  A C T  O F  T H E

U N I T E D  S T A T E S ,  OR H E L D  B Y  T H E  D E P A R T M E N T  O F  C O M M E R C E ,  O R  T H E  D E P A R T M E N T  

O F  N A T U R A L  R E S O U R C E S ;

(3) C O R P O R A T I O N  BONDS, A N D  P R E F E R R E D  A N D  C O M M O N  S T O C K S  A S  T H E  

C O M M I S S I O N E R  O F  R E V E N U E  C O N S I D E R S  P R O P E R  I N V E S T M E N T S  FO R  T H E  FUND S ; ]
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(4) s h a r e s  of f e d e r a l l y  c h a r t e r e d  s a v i n g s  a n d  l oan a s s o c i a­

tions in  Alas k a,  to the e x t e n t  that the i n v e s t m e n t  is i n s u r e d  b y  the 

f e d e r a l  g o v e r n m e n t  or  b y  a n  a g e n c y  of the f e d e r a l  g o v e r n m e n t ;

(5) d e p o s i t s  w i t h  m u t u a l  s a v i n g s  b a n k s  in A l a s k a ,  to the 

e x t e n t  that the i n v e s t m e n t  is i n s u r e d  b y  the f e d e r a l  g o v e r n m e n t  or an 

a g e n c y  of the f e d e r a l  g o v e r n m e n t ;

(6) d e p o s i t s  w i t h  s t a t e  a n d  n a t i o n a l  b a n k s  in A l a s k a  to the 

e x t e n t  that the i n v e s t m e n t  is i n s u r e d  b y  the f e d e r a l  g o v e r n m e n t  or a n  

a g e n c y  of the f e d e r a l  g o v e r n m e n t ;

[(7) L O A N S  G U A R A N T E E D  BY T H E  D I V I S I O N  O F  V E T E R A N S '  A F F A I R S  

U N D E R  A S  2 6 . 1 5 . 0 4 0 ( b ) ; ]

(8) ( d e l et e d ) ;

(9) th e  g u a r a n t e e d  p o r t i o n  of S m a l l  B u s i n e s s  A d m i n i s t r a t i o n

l o a n s ;

(10) f i r s t  l ien real e s t a t e  m o r t g a g e s  g u a r a n t e e d  by the f e d e r a l  

V e t e r a n s  A d m i n i s t r a t i o n ;

(11) n o t e s  s e c u r e d  b y  m o r t g a g e s  of c o m m e r c i a l  o r  r e s i d e n t i a l

b u i l d i n g s  [REAL E S T A T E  O R  O T H E R  S E C U R I T Y ]  if th e  m o r t g a g e s  are i n s u r e d

b y  a p r i v a t e  m o r t g a g e  i n s u r a n c e  c o r p o r a t i o n  w h i c h  is a u t h o r i z e d  to do 

b u s i n e s s  in A l a s k a  a n d  ha s  c o m b i n e d  c a p i t a l ,  s u r p l u s  a n d  r e s e r v e s  a g g r e­

ga t i n g  at l e a s t $ 2 0 , 0 0 0 , 0 0 0 ;  h o w e v e r ,

(A) n o  m o r t g a g e  i n s u r a n c e  is n e c e s s a r y  for c o m m e r c i a l

l oans h a v i n g  l o a n - t o - v a l u e  r a t i o s  of less than  50 p e r c e n t  an d  the

m i n i m u m  c o v e r a g e  of o t h e r  c o m m e r c i a l  loans s h a l l  be 10 p e r c e n t  for 

t h o s e  h a v i n g  a l o a n - t o - v a l u e  r a t i o  o f  5 0 - 6 0  per c e n t  a n d  15 p e r c e n t  

fo r  those h a v i n g  a l o a n - t o - v a l u e  r a t i o  g r e a t e r  t h a n  60 p e r c e n t  but 

no mo r e  t h a n  75 p e r c e n t ,  a n d

(B) n o  m o r t g a g e  i n s u r a n c e  is n e c e s s a r y  for r e s i d e n t i a l  

loans h a v i n g  a l o a n - t o - v a l u e  r a t i o  of less t h a n  70 p e r c e n t  and the

- 2 -  C S H B  2 0 8
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m i n i m u m  c o v e r a g e  of o t h e r  r e s i d e n t i a l  loans s h a l l  be 10 p e r c e n t  for 

t h o s e  h a v i n g  a l o a n - t o - v a l u e  r a t i o  g r e a t e r  t h a n  70 p e r c e n t  but less 

t h a n  90 p e r c e n t  a n d  20 p e r c e n t  fo r  t h o s e  h a v i n g  a l o a n - t o - v a l u e  

r a t i o  of 9 0  p e rc e n t ;

(12) c o n v e n t i o n a l  r e s i d e n t i a l  m o r t g a g e s  i f  th e  o r i g i n a t i n g  

f i n a n c i a l  i n s t i t u t i o n  r e t a i n s  at l e a s t  25 p e r c e n t  of the m o r t g a g e  for a 

m i n i m u m  o f  two years;

(13) n o t e s  s e c u r e d  b y  m o r t g a g e s  of c o m m e r c i a l  b u i l d i n g s  [REAL 

• E S T A T E ]  if the o r i g i n a t i n g  f i n a n c i a l  i n s t i t u t i o n  r e t a i n s  at l e a s t  25

p e r c e n t  o f  the m o r t g a g e  u n t i l  m a t u r i t y ;

(14) F H A  g u a r a n t e e d  p o r t i o n  of b u s i n e s s  a n d  i n d u s t r i a l  loans 

m a d e  u n d e r  th e R u r a l  D e v e l o p m e n t  Ac t  o f  1972;

[(15) G U A R A N T E E D  P O R T I O N  OF L O A N S  M A D E  U N D E R  T H E  F E D E R A L  SHI P  

F I N A N C I N G  A C T  O F  1972. NO M O R E  T H A N  25 P E R C E N T  O F  T H E  S U R P L U S  M A Y  BE 

I N V E S T E D  I N  M O R T G A G E  S E C U R I T I E S  OF T H E  D E P A R T M E N T  O F  C O M M E R C E ,  A N D  T H E  

S T A T E  S H A L L  A P P R O P R I A T E  S U F F I C I E N T  M O N E Y  F R O M  T H E  G E N E R A L  F U N D  T O  R E I M­

B U R S E  T H E  T E A C H E R S '  R E T I R E M E N T  S Y S T E M  FOR A N Y  L O S S E S  I N C U R R E D  AS A 

R E S U L T  O F  F A I L U R E  O F  T H E  O B L I G O R S  T O  P A Y  ON  T H E  NOTES. NO M O R E  T H A N  

$ 4 0 0 , 0 0 0  O F  T H E  S U R P L U S  M A Y  BE I N V E S T E D  A N N U A L L Y  I N  T H E  M O R T G A G E  S E C U R I­

T I E S  O F  T H E  D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S ,  A N D  T H E  S T A T E  S H A L L  A P P R O­

P R I A T E  S U F F I C I E N T  M O N E Y  F R O M  T H E  G E N E R A L  F U N D  T O  R E I M B U R S E  T H E  T E A C H E R S '  

R E T I R E M E N T  S Y S T E M  FO R  A N Y  L O S S E S  I N C U R R E D  AS A R E S U L T  O F  F A I L U R E  O F  T H E  

O B L I G O R S  T O  P A Y  O N  T H E  NOTES;

(16) BONDS, D E B E N T U R E S ,  NOTES, O R  O T H E R  O B L I G A T I O N S  ISSUED, 

G U A R A N T E E D ,  OR A S S U M E D  AS T O  B O T H  P R I N C I P A L  A N D  I N T E R E S T  BY T H E  G O V E R N­

M E N T  O F  T H E  D O M I N I O N  OF  CANA D A ,  OR B Y  A N Y  P R O V I N C E  O F  CANA D A ,  OR BY A N Y  

M U N I C I P A L I T Y  O F  C A N A D A  W H I C H  H A S  A P O P U L A T I O N  O F  N O T  L E S S  T H A N  1 5 0 ,000, 

I F  (A) T H E  F U L L  F A I T H  A N D  C R E D I T  OF T H E  ISSUER, G U A R A N T O R ,  O R  A S S U M E R  OF 

T H E  BO N D S ,  D E B E N T U R E S ,  NOTES, O R  O T H E R  O B L I G A T I O N S  IS P L E D G E D  FOR T H E

- 3 -  C S H B  2 0 8



P A Y M E N T  O F  P R I N C I P A L  A N D  I N T E R E S T  O N  THEM, (B) T H E  P R I N C I P A L  A N D  I N T E R E S T  

O N  T H E M  IS P A Y A B L E  I N  U N I T E D  S T A T E S  C U R R E N C Y ,  E I T H E R  U N C O N D I T I O N A L L Y  OR 

A T  T H E  O P T I O N  O F  T H E  HOLD E R ,  A N D  (C) T H E S E  O B L I G A T I O N S  A R E  R/'~ D A O R  A N  

E Q U I V A L E N T  Q U A L I T Y  BY  A  N A T I O N A L L Y  R E C O G N I Z E D  R A T I N G  O R G A N I Z A T I O N ; ]

(17) b a n k e r s '  a c c e p t a n c e s  w h i c h  are e l i g i b l e  for d i s c o u n t  at 

t h e  F e d e r a l  R e s e r v e  B a n k  a n d  [ N E G O T I A B L E  TIME] c e r t i f i c a t e s  o f  d e p o s i t  

i s s u e d  by U n i t e d  S t a t e s  d o m e s t i c  [ C O MM ERCIAL] b a n k s  w h i c h  ar e  m e m b e r s  of 

t h e  F e d e r a l  D e p o s i t  I n s u r a n c e  C o r p o r a t i o n  if a g e n e r a l l y  r e c o g n i z e d  

s e c o n d a r y  m a r k e t  e x i s t s  for the c e r t i f i c a t e s  of d e po s i t ;

(18) o b l i g a t i o n s  of, or o b l i g a t i o n s  i n s u r e d  b y  or g u a r a n t e e d  

by, the U n i t e d  S t a t e s  or a g e n c i e s  or i n s t r u m e n t a l i t i e s  of the U n i t e d  

S t a t e s ;

(19) o b l i g a t i o n s  s e c u r e d  b y  r e s e r v e s  paid  in b y  the U n i t e d  

S t a t e s  or a g e n c i e s  or i n s t r u m e n t a l i t i e s  of the U n i t e d  S t a t e s  or o b l i g a­

tions of c o r p o r a t i o n s  in w h i c h  the U n i t e d  S t a t e s  is a s h a r e h o l d e r  or 

m e m b e r ;

(20) c o r p o r a t e  d e b t  s e c u r i t i e s  w i t h  a m i n i m u m  r a t i n g  of "A "  or 

a n  e q u i v a l e n t  r a t i n g  b y  a n a t i o n a l l y  r e c o g n i z e d  r a t i n g  o r g a n i z a t i o n;

(21) p r e f e r r e d  a n d  c o m m o n  s t o c k  of c o m p a n i e s  w h i c h  h a v e  paid 

d i v i d e n d s  in e a c h  of the t h r e e  y ea r s  i m m e d i a t e l y  p r e c e d i n g  the i n v e s t­

m e n t  ;

(22) c o m m e r c i a l  p a p e r  b e a r i n g  the h i g h e s t  r a t i n g  of a n a t i o n­

al l y  r e c o g n i z e d  r a t i n g  o r g a n i z a t i o n ;

(23) s e c u r i t i e s  of f o r e i g n  g o v e r n m e n t s ,  f o r e i g n  g o v e r n m e n t a l  

a g e n c i e s ,  and f o r e i g n  c o r p o r a t i o n s  the p r i n c i pa l ,  i n t e r e s t  or d i v i d e n d s  

o n  w h i c h  are p a y a b l e  in e i t h e r  U n i t e d  S t a t e s  d o l l a r s  or f o r e i g n  c u r r e n­

cies; h o w e v e r ,  i n v e s t m e n t s  u n d e r  this p a r a g r a p h  m a y  not e x c e e d  15 p e r­

ce n t  of the t otal i n v e s t m e n t s  of the r e t i r e m e n t  fund;

(24) g o l d  b u l l i o n  if it is r e g i s t e r e d  w i t h  a n a t i o n a l l y  r e c o g -
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n i x e d  d e a l e r  a n d  is c e r t i f i e d  as to f i n e n e s s  of at l e a s t  9 9.5 pe r c e n t ;  

h o w e v e r ,  i n v e s t m e n t s  u n d e r  thi s  p a r a g r a p h  m a y  not e x c e e d  15 p e r c e n t  of 

t he t o t al  i n v e s t m e n t s  of t h e r e t i r e m e n t  fund;

(25) f o r e i g n  t i m e  d e p o s i t s  of b o t h  U n i t e d  S t a t e s - o w n e d  a n d  

f o r e i g n - o w n e d  b a n k s  an d  t r u s t  c o m p a n i e s  d e n o m i n a t e d  in e i t h e r  U n i t e d  

S t a t e s  d o l l a r s  or f o r e i g n  c u r r e n c i e s ;  h o w e v e r ,  i n v e s t m e n t s  u n d e r  t his 

p a r a g r a p h  m a y  n o t  e x c e e d  25 p e r c e n t  of the t o t a l  i n v e s t m e n t s  of the r e­

ti r e m e n t  f u n d .

* Sec. 2. AS 1 4 . 2 5 . 1 8 0 ( c )  is a m e n d e d  to read:

(c) In m a k i n g  i n v e s t m e n t s  the c o m m i s s i o n e r  of r e v e n u e  s h a ll  e x e r­

ci s e  the j u d g m e n t  a n d  c a r e  u n d e r  the c i r c u m s t a n c e s  t h e n  p r e v a i l i n g  w h i c h  

an i n s t i t u t i o n a l  i n v e s t o r  [MEN] of o r d i n a r y  p r u d e n c e ,  d i s c r e t i o n ,  a n d

i n t e l l i g e n c e  e x e r c i s e s  [EXERCISE] i n  the m a n a g e m e n t  o f  large i n v e s t m e n t s  ——— — ——
e n t r u s t e d  to it [THEIR O W N  A F F A I R S ]  n o t  i n  r e g a r d  to s p e c u l a t i o n  b u t  in 

r e g a r d  to the p e r m a n e n t  d i s p o s i t i o n  of [THEIR] funds, c o n s i d e r i n g  [THE] 

p r o b a b l e  s a f e t y  of c a p i t a l  as wel l  as p r o b a b l e  i n c o m e  [ T H E R E F R O M  AS W E L L  

A S  T H E  P R O B A B L E  S A F E T Y  O F  T H E I R  C A P I T A L ] .  H o w e v e r ,  n o  m o r e  t h a n  50 

p e r c e n t  of the r e t i r e m e n t  f u n d  m a y  b e  i n v e s t e d  at a n y  g i v e n  t i m e  in 

c o r p o r a t e  s t o c k s  a n d  deb t  s e c u r i t i e s  [BONDS], n o r  m a y  m o r e  t h a n  five 

p e r c e n t  of the v o t i n g  s t o c k  o f  a [ANY] c o r p o r a t i o n  b e  ow n e d .  S t o c k s  

e l i g i b l e  for p u r c h a s e  a r e  r e s t r i c t e d  to s t o c k s  w hi c h ,  e x c e p t  for  b a n k  

s t o c k s  a n d  i n s u r a n c e  stoc k s ,  a r e  l i s t e d  u p o n  an e x c h a n g e  r e g i s t e r e d  w i t h  

the F e d e r al  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n .

* Sec. 3. AS 1 4 . 2 5 . 1 8 0 ( d ) ( 5 )  is a m e n d e d  to read:

(5) r e g i s t e r  i n v e s t m e n t s  h e l d  in the r e t i r e m e n t  f u n d  in the 

n a m e  of the system:

* Sec. 4. A S  1 4 . 2 5 . 1 8 0 ( e )  is r e p e a l e d  an d  r e - e n a c t e d  to read:

(e) T o  q u a l i f y  as a m o r t g a g e  w h i c h  m a y  be p u r c h a s e d  u n d e r  ( b )(11),

(12) or (13) o f  this s e c t i on ,
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(1) the o r i g i n a t i n g  f i n a n c i a l  i n s t i t u t i o n  m u s t  c e r t i f y  tha t  

the m o r t g a g e  h a s  b e e n  m a d e  i n  c o m p l i a n c e  w i t h  l a w  a n d  that liens s u p­

p o r t i n g  the m o r t g a g e  h a v e  b e e n  p e r f e c t e d ;

(2) the m o r t g a g e  m a y  n o t  h a v e  b e e n  h e l d  b y  the o r i g i n a t i n g  

f i n a n c i a l  i n s t i t u t i o n  fo r  a p e r i o d  g r e a t e r  t h a n  90 days.

Sec. 5. AS 1 4 . 2 5 . 1 8 0  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

(g) T h e  c o m m i s s i o n e r  o f  r e v e n u e  m a y  e n t e r  int o  f u t u r e s  c o n t r a c t s  

for the sale of i n v e s t m e n t s  p u r c h a s e d  u n d e r  (b) of this s e c t i o n  o n l y  for 

the p u r p o s e  of h e d g i n g  a n  e x i s t i n g  e q u i v a l e n t  o w n e r s h i p  p o s i t i o n  in the 

i n v e s t m e n t s .

(h) T h e  c o m m i s s i o n e r  o f  r e v e n u e  m a y  t r a n s f e r  at a n y  tim e  a p o r t i o n  

of the a s s e t s  of the r e t i r e m e n t  f u n d  to a t r u s t  w h i c h  is q u a l i f i e d  u n d e r  

sec. 401(a) a n d  e x e m p t  f r o m  t a x a t i o n  u n d e r  sec. 501(a) o f  the I n t e r n a l  

R e v e n u e  Code o f  1954, as a m e n d e d ,  a n d  w h i c h  is m a i n t a i n e d  as a m e d i u m  

f o r  p o o l i n g  a p o r t i o n  of the f u n d s of p e n s i o n  a n d  p r o f i t - s h a r i n g  t r u s t s  

for d i v e r s i f y i n g  i n v e s t m e n t s  in r e a l  e s t a t e  a n d  i n t e r e s t s  i n  rea l  

e s t a t e .

(i) T h e  c o m m i s s i o n e r  o f  r e v e n u e  m a y  e n t e r  int o  a c o n t r a c t  or t r u s t  

a g r e e m e n t  n e c e s s a r y  to e f f e c t u a t e  the t r a n s f e r  of a s s e t s  of the r e t i r e­

m e n t  f u n d  or to m a i n t a i n  the  a s s e t s  of the r e t i r e m e n t  f u n d  to be t r a n s­

fe r r e d  to a t r u s t  u n d e r  (h) o f  this s ec t i o n .

Sec. 6. AS 3 9 . 3 5 . 1 1 0 ( a )  is a m e n d e d  to read:

(a) When, in the o p i n i o n  of the c o m m i s s i o n e r  of a d m i n i s t r a t i o n ,  

t h e r e  is on h a n d  in th e  p e n s i o n  f u n d  a s u r p l u s  o v e r  a n d a b o v e  a r e a s o n­

ab l y  sa f e  a m o u n t  to t a k e  car e  of c u r r e n t  d e m a n d s  u p o n  the fund, the 

s u r p l u s ,  or so m u c h  of it as in the j u d g m e n t  of the c o m m i s s i o n e r  of 

a d m i n i s t r a t i o n  is c o n s i d e r e d  p r o p e r ,  m a y  be i n v e s t e d  at c o m p e t i t i v e  

n a t i o n a l  m a r k e t  r ates b y  th e  c o m m i s s i o n e r  of r e v e n u e  in

[(1) B O N D S  O R  O T H E R  I N T E R E S T - B E A R I N G  O B L I G A T I O N S  A N D  S E C U R I -
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T I E S  O F  T H E  (A) U N I T E D  S T A T E S  O R  A N  A G E N C Y  O F  T H E  U N I T E D  S T A T E S , (B) A 

S T A T E  O F  T H E  U N I T E D  S T A T E S ,  O R  (C) A  P O L I T I C A L  S U B D I V I S I O N  O F  A  S T A T E  O F  

T H E  U N I T E D  S T A T E S , IF T H E  P O L I T I C A L  S U B D I V I S I O N  H A S  A P O P U L A T I O N  AS 

S H O W N  B Y  T H E  L A S T  F E D E R A L  C E N S U S  P R E C E D I N G  T H E  I N V E S T M E N T  OF  N O T  L E S S  

T H A N  3 0 , 0 0 0  I N H A B I T A N T S ;  W I T H  R E S P E C T  T O  P O L I T I C A L  S U B D I V I S I O N S  O F  T H I S  

ST A TE ,  NO P O P U L A T I O N  L I M I T A T I O N  A P P L I E S ;

(2) F I R S T  L I E N  R E A L  E S T A T E  M O R T G A G E  S E C U R I T I E S  I N S U R E D  B Y  T H E  

F E D E R A L  H O U S I N G  A D M I N I S T R A T I O N  U N D E R  T H E  N A T I O N A L  H O U S I N G  A C T  O F  T H E  

U N I T E D  S T A T E S  O R  H E L D  B Y  T H E  D I V I S I O N  O F  V E T E R A N S '  A F F A I R S  U N D E R

AS 26.15, O R  L O A N S  G U A R A N T E E D  B Y  T H E  D I V I S I O N  O F  V E T E R A N S '  A F F A I R S  U N D E R  

A S  2 6 . 1 5 . 0 4 0 ( b ) ;

(3) C O R P O R A T I O N  B O N D S  A N D  P R E F E R R E D  A N D  C O M M O N  S T O C K S  A S  T H E  

C O M M I S S I O N E R  O F  R E V E N U E  C O N S I D E R S  P R O P E R  I N V E S T M E N T S  FO R T H E  FUNDS;

(4) F I R S T  L I E N  R E A L  E S T A T E  M O R T G A G E  S E C U R I T I E S  H E L D  BY T H E  

D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S  U N D E R  AS 03.10;]

(5) s h a r e s  of f e d e r a l l y  c h a r t e r e d  s a v i n g s  a n d  l o a n  a s s o c i a­

tions in Alas k a ,  to the e x t e n t  t hat the [SUCH] i n v e s t m e n t  is i n s u r e d  b y  

t h e  f e d e r a l  g o v e r n m e n t  or a n  a g e n c y  of t h e f e d e r a l  g o v e r n m e n t  [ T H E R E O F ] ;

(6) d e p o s i t s  w i t h  m u t u a l  s a v i n g s  b a n k s  i n  A l a s k a ,  to the 

e x t e n t  that the [SUCH] i n v e s t m e n t  is i n s u r e d  b y  the f e d e r a l  g o v e r n m e n t  

or an a g e n c y  of th e  f e d e r a l  g o v e r n m e n t  [ T H E R E O F ] ;

(7) d e p o s i t s  w i t h  s t a t e  a n d  n a t i o n a l  b a n k s  in A l a s k a  to the 

e x t e n t  that the i n v e s t m e n t  is i n s u r e d  b y  the f e d e r a l  g o v e r n m e n t  or a n  

a g e n c y  of the f e d e r a l  g o v e r n m e n t ;

(8) [ M U T U A L  F U N D S ;]

(9) the g u a r a n t e e d  p o r t i o n  of S m a l l  B u s i n e s s  A d m i n i s t r a t i o n

l o a n s ;

(10) f i r s t  l i e n  r ea l  e s t a t e  m o r t g a g e s  g u a r a n t e e d  b y  the 

f e d e r a l  V e t e r a n s  A d m i n i s t r a t i o n ;
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(11) n o t e s  s e c u r e d  b y  m o r t g a g e s  of c o m m e r c i a l  or r e s i d e n t i a l

b u i l d i n g s  [REAL E S T A T E  O R  O T H E R  S E C U R I T Y ]  if the m o r t g a g e s  a r e  i n s u r e d

b y  a p r i v a t e  m o r t g a g e  i n s u r a n c e  c o r p o r a t i o n  w h i c h  is a u t h o r i z e d  to do 

b u s i n e s s  i n  A l a s k a  a n d  h a s  c o m b i n e d  c a p i t a l ,  s u r p l u s  a n d  r e s e r v e s  a g g r e­

g a t i n g  at l e a s t  $ 2 0 , 0 0 0 , 0 0 0 ;  h o w e v e r ,

(A) n o  m o r t g a g e  i n s u r a n c e  is n e c e s s a r y  for c o m m e r c i a l

loans h a v i n g  l o a n - t o - v a l u e  r a t i o s  of less t h a n  50 p e r c e n t  a n d  the

m i n i m u m  c o v e r a g e  of o t h e r  c o m m e r c i a l  loans s h a l l  be 10 p e r c e n t  for 

t h o s e  h a v i n g  a l o a n - t o - v a l u e  r a t i o  o f  5 0 - 6 0  per cen t  a n d  15 p e r c e n t  

fo r  t h o s e  h a v i n g  a l o a n - t o - v a l u e  r a t i o  g r e a t e r  t h a n  60 p e r c e n t  bu t  

no m o r e  t h a n  75 p e r c e n t ,  a n d

(B) n o  m o r t g a g e  i n s u r a n c e  is n e c e s s a r y  for r e s i d e n t i a l  

loans h a v i n g  a l o a n - t o - v a l u e  r a t i o  of less t h a n  70 p e r c e n t  a n d  the 

m i n i m u m  c o v e r a g e  of o t h e r  r e s i d e n t i a l  loans s h a l l  be 10 p e r c e n t  for 

those h a v i n g  a l o a n - t o - v a l u e  r a t i o  g r e a t e r  t h a n  70 p e r c e n t  b u t  less 

th a n  90 p e r c e n t  a n d  2 0  p e r c e n t  fo r  t h o s e  h a v i n g  a l o a n - t o - v a l u e  

r a t i o  of 90 p e r c e n t ;

(12) c o n v e n t i o n a l  r e s i d e n t i a l  m o r t g a g e s  if the o r i g i n a t i n g  

f i n a n c i a l  i n s t i t u t i o n  r e t a i n s  at l e a s t  25 p e r c e n t  of the m o r t g a g e  for a 

m i n i m u m  of two years;

(13) n o t e s  s e c u r e d  b y  m o r t g a g e s  of c o m m e r c i a l  b u i l d i n g s  [REAL 

E S T A T E ]  if the o r i g i n a t i n g  f i n a n c i a l  i n s t i t u t i o n  r e t a i n s  at l e a s t  25 

p e r c e n t  of the m o r t g a g e  u n t i l  m a t u r i t y ;

(1A) F H A  g u a r a n t e e d  p o r t i o n  of b u s i n e s s  an d  i n d u s t r i a l  loans 

m a d e  u n d e r  the R u r a l  D e v e l o p m e n t  A ct  o f  1972;

[(15) G U A R A N T E E D  P O R T I O N  O F  L O A N S  M A D E  U N D E R  T H E  F E D E R A L  SHI P  

F I N A N C I N G  A C T  O F  1972;

(16) BONDS, D E B E N T U R E S ,  NO T E S ,  O R  O T H E R  O B L I G A T I O N S  ISSUED, 

G U A R A N T E E D ,  OR A S S U M E D  AS T O  B O T H  P R I N C I P A L  A N D  I N T E R E S T  B Y  T H E  G O V E R N -
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M E N T  O F  T H E  D O M I N I O N  OF C A N A D A ,  O R  BY A N Y  P R O V I N C E  O F  C A N A D A ,  O R  BY A N Y  

M U N I C I P A L I T Y  OF C A N A D A  W H I C H  H A S  A  P O P U L A T I O N  O F  N O T  L E S S  T H A N  150,000,

I F  (A) T H E  F U L L  F A I T H  A N D  C R E D I T  O F  T H E  ISSU ER ,  G U A R A N T O R ,  O R  A S S U M E R  OF 

T H E  BO ND S ,  D E B E N T U R E S ,  N O T E S ,  O R  O T H E R  O B L I G A T I O N S  IS P L E D G E D  FOR T H E i
P A Y M E N T  O F  P R I N C I P A L  A N D  I N T E R E S T  O N  T H E M ,  (B) T H E  P R I N C I P A L  A N D  I N T E R E S T  

O N  T H E M  IS P A Y A B L E  I N  U N I T E D  S T A T E S  C U R R E N C Y ,  E I T H E R  U N C O N D I T I O N A L L Y  O R  

A T  T H E  O P T I O N  O F  T H E  H O L D E R ,  A N D  (C) T H E S E  O B L I G A T I O N S  A R E  R A T E D  A OR  A N  

E Q U I V A L E N T  Q U A L I T Y  B Y  A N A T I O N A L L Y  R E C O G N I Z E D  R A T I N G  O R G A N I Z A T I O N ; ]

(17) b a n k e r s '  a c c e p t a n c e s  w h i c h  a r e  e l i g i b l e  for d i s c o u n t  at 

the F e d e r a l  R e s e r v e  B a n k  a n d  [ N E G O T I A B L E  T I M E ]  c e r t i f i c a t e s  of d e p o s i t  

i s s u e d  b y  U n i t e d  S t a t e s  d o m e s t i c  [ CO M M E R C I A L ]  b a n k s  w h i c h  a r e  m e m b e r s  of 

th e  F e d e r a l  D e p o s i t  I n s u r a n c e  C o r p o r a t i o n  if a g e n e r a l l y  r e c o g n i z e d  

s e c o n d a r y  m a r k e t  e x i s t s  for the c e r t i f i c a t e s  of d e p o s i t;

(18) o b l i g a t i o n s  of, or o b l i g a t i o n s  i n s u r e d  b y  or g u a r a n t e e d  

by, the U n i t e d  S t a t e s  or a g e n c i e s  or i n s t r u m e n t a l i t i e s  of the U n i t e d  

S t a t e s ;

(19) o b l i g a t i o n s  s e c u r e d  b y  r e s e r v e s  p a i d  in b y  t h e  U n i t e d  

S t a t e s  or a g e n c i e s  or i n s t r u m e n t a l i t i e s  of th e  U n i t e d  S t a t e s  or o b l i g a­

tio n s  of c o r p o r a t i o n s  in w h i c h  the U n i t e d  S t a t e s  is a s h a r e h o l d e r  or 

m e m b e r ;

(20) c o r p o r a t e  d e b t  s e c u r i t i e s  w i t h  a m i n i m u m  r a t i n g  of "A" or  

a n  e q u i v a l e n t  r a t i n g  b y  a n a t i o n a l l y  r e c o g n i z e d  r a t i n g  o r g a n i z a t i o n ;

(21) p r e f e r r e d  a n d  c o m m o n  s t o c k  of c o m p a n i e s  w h i c h  h a v e  pai d  

d i v i d e n d s  i n  e a c h  of the t h r e e  y e a r s  i m m e d i a t e l y  p r e c e d i n g  the i n v e s t­

m e n t  ;

(22) c o m m e r c i a l  p a p e r  b e a r i n g  the h i g h e s t  r a t i n g  of a n a t i o n­

a l l y  r e c o g n i z e d  r a t i n g  o r g a n i z a t i o n ;

(23) s e c u r i t i e s  of f o r e i g n  g o v e r n m e n t s ,  f o r e i g n  g o v e r n m e n t a l  

a g e n c i e s ,  a n d  f o r e i g n  c o r p o r a t i o n s  the p r i n c i p a l ,  i n t e r e s t  or d i v i d e n d s
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o n  w h i c h  are p a y a b l e  in e i t h e r  U n i t e d  S t a t e s  d o l l a r s  or f o r e i g n  c u r r e n­

cies; h o w e v e r ,  i n v e s t m e n t s  u n d e r  this p a r a g r a p h  m a y  n o t e x c e e d  15 p e r ­

c e n t  of the tot..l i n v e s t m e n t s  of the p e n s i o n  fund;

(24) g o l d  b u l l i o n  if it is r e g i s t e r e d  w i t h  a n a t i o n a l l y  r e c o g­

n i z e d  d e a l e r  a n d  is c e r t i f i e d  as to f i n e n e s s  o f  at l e a s t  99. 5  p e r c e n t ;  

h o w e v e r ,  I n v e s t m e n t s  u n d e r  thi s  p a r a g r a p h  m a y  not e x c e e d  15 p e r c e n t  of 

t h e  t o ta l  i n v e s t m e n t s  of the p e n s i o n  fund;

(25) f o r e i g n  tim e  d e p o s i t s  of b o t h  U n i t e d  S t a t e s - o w n e d  a n d  

f o r e i g n - o w n e d  b a nk s  a n d  t r u s t  c o m p a n i e s  d e n o m i n a t e d  in e i t h e r  U n i t e d  

S t a t e s  d o l l a r s  or f o r e i g n  c u r r e n c i e s !  h o w e v e r ,  i n v e s t m e n t s  u n d e r  this 

p a r a g r a p h  m a y  no t  e x c e e d  25 p e r c e n t  of the total i n v e s t m e n t s  of the p e n­

si o n  f u n d .

Sec. 7. AS 3 9 . 3 5 . 1 1 0 ( c )  is a m e n d e d  to read:

(c) In m a k i n g  i n v e s t m e n t s  the c o m m i s s i o n e r  of r e v e n u e  s h a l l  e x e r­

ci s e  the j u d g m e n t  a n d c a r e  u n d e r  the c i r c u m s t a n c e s  t h e n  p r e v a i l i n g  w h i c h  

an  i n s t i t u t i o n a l  i n v e s t o r  [A MAM] of o r d i n a r y  p r u d e n c e ,  d i s c r e t i o n ,  a n d  

i n t e l l i g e n c e  e x e r c i s e s  in the m a n a g e m e n t  of l a r g e  i n v e s t m e n t s  e n t r u s t e d  

to it [HIS O W N  A F F A I R S ]  no t  i n  r e g a r d  to s p e c u l a t i o n  bu t  in r e g a r d  to 

t h e  p e r m a n e n t  d i s p o s i t i o n  of [HIS] funds, c o n s i d e r i n g  [THE] p r o b a b l e  

s a f e t y  of c a p i t a l  as wel l  as p r o b a b l e  i n c o m e  [FROM T H E M  AS W E L L  AS T H E  

P R O B A B L E  S A F E T Y  OF HIS C A P I T A L ] .  H o w e v e r ,  no m o r e  t h a n  50 p e r c e n t  of 

the p e n s i o n  fu n d  m a y  be i n v e s t e d  at a g i v e n  t ime in [MUT U A L  F U N D S  AND] 

c o r p o r a t e  s t o c k s  an d  debt s e c u r i t i e s  [ B O N D S ] , n o r  m a y  [ANY] m o r e  t h a n  

fi v e  p e r c e n t  of the v o t i n g  s t o c k  of one c o r p o r a t i o n  b e  own e d .  S t o c k s  

e l i g i b l e  for p u r c h a s e  a r e  r e s t r i c t e d  to sto c k s  whi c h ,  e x c e p t  for b a n k  

s t o c k s  a n d  [,] i n s u r a n c e  s t o c k s  [, AN D  S H A R E S  IN M U T U A L  FUNDS], are 

l i s t e d  u p o n  an e x c h a n g e  r e g i s t e r e d  w i t h  the F e d e r a l  S e c u r i t i e s  and 

E x c h a n g e  C o m m i s s i o n .

Sec. 8. A S  3 9 . 3 5 . 1 1 0 ( e )  is r e p e a l e d  a n d  r e - e n a c t e d  to read:
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(e) T o  q u a l i f y  as a m o r t g a g e  w h i c h  m a y  be p u r c h a s e d  u n d e r  ( a ) (11), 

(12), or (13) of this s e c t i o n ,

(1) th e  o r i g i n a t i n g  f i n a n c i a l  i n s t i t u t i o n  m u s t  c e r t i f y  t hat 

the m o r t g a g e  b e i n g  s o l d  h a s  bee:.i m a d e  in c o m p l i a n c e  w i t h  l a w  a n d  that 

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

(2) the m o r t g a g e  m a y  n o t h a v e  b e e n  h e l d  b y  the o r i g i n a t i n g  

f i n a n c i a l  i n s t i t u t i o n  fo r a p e r i o d  g r e a t e r  t h a n  90 days.

* Sec. 9. A S  3 9 . 3 5 . 1 1 0  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

(h) T h e  c o m m i s s i o n e r  of r e v e n u e  m a y  e n t e r  in t o  f u t u r e s  c o n t r a c t s  

for the sa l e  of i n v e s t m e n t s  p u r c h a s e d  u n d e r  (a) of this s e c t i o n  o n l y  for 

the p u r p o s e  of h e d g i n g  an  e x i s t i n g  e q u i v a l e n t  o w n e r s h i p  p o s i t i o n  in the 

i n v e s t m e n t s .

(i) T h e  c o m m i s s i o n e r  of r e v e n u e  m a y  t r a n s f e r  at a n y  time a p o r t i o n  

of the a s s e t s  of the r e t i r e m e n t  f u n d  to a t r u s t w h i c h  is q u a l i f i e d  u n d e r  

sec. 401( a )  a n d  e x e m p t  f r o m  t a x a t i o n  u n d e r  sec. 501(a) o f  the I n t e r n a l  

R e v e n u e  C o d e  o f  1954, as a m e n d e d ,  a n d  w h i c h  is m a i n t a i n e d  as a m e d i u m  

f o r  p o o l i n g  a p o r t i o n  of th e  f u n d s  of p e n s i o n  a n d  p r o f i t  s h a r i n g  tr us t s  

for d i v e r s i f y i n g  i n v e s t m e n t s  in r e a l  e s t a t e  an d  i n t e r e s t s  in r e a l  e s­

tat e  .

(j) T h e  c o m m i s s i o n e r  of r e v e n u e  m a y  e n t e r  int o  a c o n t r a c t  or trust 

a g r e e m e n t  n e c e s s a r y  to e f f e c t u a t e  the t r a n s f e r  of a s s e t s  of the p e n s i o n  

f u n d  or to m a i n t a i n  the a s s e t s  of the p e n s i o n  f un d  to be t r a n s f e r r e d  to 

a t r u s t  u n d e r  (i) of this s e c t i o n .

* Sec. 10. AS 3 9 . 3 5 . 1 1 0 ( b )  a n d  .g) a r e  r e p e a l e d .

* Sec. 11. T h i s  Ac t  t akes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -

(c).
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M a y  9, 1 9 8 0

T h e  H o n o r a b l e  S a m  C o t t e n  

C h a i r m a n

H o u s e  R u l e s  C o m m i t t e e  

R o o m  20 8 - C a p i t o l  B u i l d i n g  

Juneau, A l a s k a  9 9 8 1 1

D e a r  Mr. Cotten:

Re: CS fo r  H o u s e  B i l l  No. 208

CS for H o u s e  B i l l  No. 208, a n  A c t  r e l a t i n g  t o  t h e  i n v e s t m e n t  o f  s tate 

r e t i r e m e n t  a n d  p e n s i o n  funds, w a s  r e f e r r e d  in t h e  H o u s e  o n  A p r i l  17, 1 9 8 0  

b y  t he  H o u s e  F i n a n c e  C o m m i t t e e  t o  t h e  H o u s e  R u l e s  C o mmittee.

F o r  t h e  c o n s i d e r a t i o n  o f  t h e  H o u s e  R u l e s  C o m m it t e e ,  I a m  e n c l o s i n g  a 

c o p y  o f  a F i s c a l  N o t e  p r e p a r e d  b y  A n s e l m  Staaclc, C o m p t r o l l e r ,  T r e a s u r y  

D i v i s i o n  of t h e  D e p a r t m e n t  o f  R e v e n u e  c o n c e r n i n g  t h e  p r o p o s e d  l e g i s l a ti o n .

Since r e l y ,

R. D. S t e v e n s o n  

S p e c i a l  A s s i s t a n t

cc: J o s e p h  K. D o n o h u e  

D e p u t y  C o m m i s s i o n e r  

D e p a r t m e n t  o f  R e v e n u e

P e t e r  Bu s h r e  

D e p u t y  C o m m i s s i o n e r  

D e p a r t m e n t  o f  R e v e n u e

04-D2LH
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m e ta l s ,  f o r e i g n  s e c u r i t i e s  and  r e a l  e s t a t e  e q u i t y .  C o n t r a c t u a l  s e r v i c e s :  $ 4 2 0 .0
f o r  c o s t s  r e l a t e d  to  i n i t i a l  $60 m i l l i o n  in v e s t e d  i n  p r e c i o u s  m e ta l s  an d  f o r e i g n  
s e c u r i t i e s ;  ( t h e  c o s t s  a r e  a t  th e  same r a t e  w h e th e r  i n  p r e c i o u s  m e ta l s  o r  f o r e i g n  
s e c u r i t i e s ) ;  $ 1 2 6 .0  f o r  c o s t s  r e l a t e d  t o  i n i t i a l  $10 m i l l i o n  i n v e s t e d  i n  r e a l  
e s t a t e  e q u i t y .  Y e a r ly  i n c r e a s e  o f  15% a d d i t i o n  t o  a s s e t s .

IV. DATE A p r i l  2 8 , 1980___________PREPARED BY A nselm  C. S ta a c k , ,  Tr e a s u r y  Co m p t r o l l e r
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S e c t i o n - b y - S e c t i o n  A n a l y s i s  of C S H B  2 0 8  

P e n s i o n  F u n d  I n v e s t m e n t s

S e c t i o n  1 . A m e n d m e n t s  to the i n v e s t m e n t  l i s t  o f  T e a c h e r s '  

R e t i r e m e n t  System. T h i s  s e c t i o n  r e q u i r e s  the c o m m i s s i o n e r  

o f  r e v e n u e  to o b t a i n  m a r k e t  r a t e s  of r e t u r n  a n d  r e s t r i c t s  

t h e  c o l l a t e r a l  w h i c h  h e  can a c c e p t  o n  l o a n s  p u r c h a s e d  f o r  

t h e  f u n d  to b u i l d i n g s .  B a n k  p a r t i c i p a t i o n s  on c o m m e r c i a l  

l oans m u s t  be h e l d  to m a tu rity.

A d d i t i o n s :

1. C o m m e r c i a l  p a p e r

2. F o r e i g n  s e c u r i t i e s  o t h e r  t h a n  C a n a d a  (15% l i m i t )

i
3. E u r o d o l l a r  i n v e s t m e n t s

4. G o l d  b u l l i o n  (157. limit)

5. F o r e i g n  c u r r e n c y  time d e p o s i t s  (25% limit)

D el et io ns :

1. T a x - e x e m p t  m u n i c i p a l  b o n d s

2. F H A  loans

3. S t a t e  v e t e r a n s  loans

4. B o a t  loans

5. S t a t e  a g r i c u l t u r e  loans

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

C o r p o r a t e  d eb t s e c u r i t i e s  h a v e  b e e n  l i m i t e d  to t h o s e  r a t e d
. 4 •

at least "A" b y  a n a t i o n a l l y  r e c o g n i z e d  r a t i n g  o r g a n i z a t i o n ,  a n d  

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

i s s u i n g  c o r p o r a t i o n  h a d  p a i d  d i v i d e n d s  f o r  the p r e c e d i n g  

t hr ee  years. C o m m e r c i a l  p a p e r  h a s  b e e n  l i m i t e d  t h e  h i g h e s t  

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

to be e l i g i b l e  f o r  purchase.
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S e c t i o n  2 . A d o p t i o n  of th e  P r u d e n t - M a n  R u l e  u s e d  b y  t h e  

A l a s k a  P e r m a n e n t  F u n d  w h i c h  e m p h a s i z e s  t he s a f e t y  o f  c a p i t a l  

o v e r  t h e  g e n e r a t i o n  o f  i n c o m e  for Te ac hers' R e t i r e m e n t  

System.

S e c t i o n  3 . T e c h n i c a l  a m e n d m e n t  w i t h  r e g a r d  to t h e  r e g i s ­

t r a t i o n  of i n v e s t m e n t s  f o r  Te ac h er s'  R e t i r e m e n t  S y s t e m .

S e c t i o n  4 . L i m i t a t i o n  o n  the p u r c h a s e  o f  m o r t g a g e  l o a n s  to 

n e w  l o a n s  only. M o r t g a g e s  c a n n o t  be p u r c h a s e d  f r o m  b a n k  

i n v e n t o r y  for T e a c h e r s '  R e t i r e m e n t  System.

S e c t i o n  5 . A d o p t i o n  o f  h e d g i n g  l a n g u a g e  u s e d  b y  t h e  A l a s k a  

P e r m a n e n t  Fund. U s e  of r e a l  e s t a t e  e q u i t y  f u n d s  f o r  T e a c h e r s '  

R e t i r e m e n t  System.

S e c t i o n  6 . A m e n d m e n t s  to the i n v e s t m e n t  list o f  P u b l i c  

E m p l o y e e s  R e t i r e m e n t  System. T h i s  s e c t i o n  r e q u i r e s  t h e  

c o m m i s s i o n e r  of r e v e n u e  to o b t a i n  m a r k e t  r a t e s  o f  r e t u r n  a n d  

r e s t r i c t s  t h e  c o l l a t e r a l  w h i c h  he can a c c e p t  o n  l o a n s  p u r c h a s e d  

f o r  the  f u n d  to buildings.. B a n k  p a r t i c i p a t i o n s  o n  c o m m e r c i a l  

l o a n s  m u s t  b e  h e l d  to m a t u r i t y .

A d d i t i o n s :

1. C o m m e r c i a l  p a p e r

2. F o r e i g n  s e c u r i t i e s  o t h e r  t h a n  C a n a d a  (15% l i m i t )

3. E u r o d o l l a r  i n v e s t m e n t s

4. G o l d  b u l l i o n  (15%, limit)
. V# n

5. F o r e i g n  c u r r e n c y  tim e d e p o s i t s  (25% limit)

D e l e t i o n s :

1. T a x - e x e m p t  m u n i c i p a l  b o n ds

2. F H A  loans

3. S t a t e  v e t e r a n s  lo an s

4. B o a t  loans

A n a l y s i s  o f  C S H B  2 0 8 ,  P a g e  2 '



5. S t a t e  a g r i c u l t u r e  loans

6. M u t u a l  fiinds

M u c h  langtiage w a s  a d o p t e d  f r o m  the p e r m a n e n t  f u n d  b i l l .  

C o r p o r a t e  deb t s e c u r i t i e s  h a v e  b e e n  l i m i t e d  t o  t h o s e  r a t e d  

at l e a s t  "A" b y  a n a t i o n a l l y  r e c o g n i z e d  r a t i n g  o r g a n i z a t i o n ,  

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

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

t h r e e  years. C o m m e r c i a l  p a p e r  h a s  b e e n  l i m i t e d  t o  t h e  • 

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

p u r i t y  to b e  e l i g i b l e  f o r  p u r c ha se .

S e c t i o n  7 . A d o p t i o n  o f  the P r u d e n t - M a n  R u l e  u s e d  b y  t h e  

A l a s k a  P e r m a n e n t  F u n d  w h i c h  e m p h a s i z e s  t he s a f e t y  o f  c a p i t a l  

o v e r  the g e n e r a t i o n  o f  i n c o m e  fo r P u b l i c  E m p l o y e e s  R e t i r e ­

m e n t  System.

S e c t i o n  8 . L i m i t a t i o n  o n  the p u r c h a s e  o f  moi'tgage l o a n s  t o  

n e w  lo an s only. M o r t g a g e s  c a n n o t  be p u r c h a s e d  f r o m  b a n k  

i n v e n t o r y  for  P u b l i c  E m p l o y e e s  R e t i r e m e n t  S y s t e m .

S e c t i o n  9 . A d o p t i o n  of h e d g i n g  l a n g u a g e  u s e d  b y  t h e  A l a s k a  

P e r m a n e n t  Fund. U s e  o f  r e a l  e s t a t e  e q u i t y  f u n d s  f o r  P u b l i c  

E m p l o y e e s  R e t i r e m e n t  System.

S e c t i o n  1 0 . R e p e a l s  r e s t r i c t i o n s  o n  the e x t e n t  o f  i n v e s t m e n t s  

in S t a t e  v e t e r a n s  a n d  a g r i c u l t u r e  loans f o r  P u b l i c  E m p l o y e e s
.4

R e t i r e m e n t  System.

S e c t i o n  11. E f f e c t i v e  da te
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D r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

IN T H E  H O U S E

O f f e r e d :  4 / 1 7 / 8 0
R e f e r re d :  R u l e s

B Y  T H E  F I N A N C E  C O M M I T T E E

CS FOR H O U S E  B I L L  NO. 208 

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

E L E V E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A  B I L L

For a n  Act e n t i t l e d :  " A n  A c t  r e l a t i n g  to t h e  i n v e s t m e n t  of s t a t e  r e t i r e m e n t

a n d  p e n s i o n  funds; a n d  p r o v i d i n g  for a n  e f f e c t i v e  

d a t e . "

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L AS K A :

* S e c t i o n  1. AS 1 4 . 2 5 . 1 8 0 ( b )  is a m e n d e d  to read:

(b) W hen, in the o p i n i o n  o f  the c o m m i s s i o n e r  of a d m i n i s t r a t i o n ,  

t h e r e  is on  h a n d  in the r e t i r e m e n t  f u n d  a s u r p l u s  o v e r  and a b o v e  a 

r e a s o n a b l y  s afe a m o u n t  to take  c a r e  of r r c n t  d e m a n d s  u p o n  t h e  fund, 

the s u r p l u s  or so m u c h  o f  it as in the j u d g m e n t  of  the c o m m i s s i o n e r  of 

a d m i n i s t r a t i o n  is c o n s i d e r e d  p r o p e r  m a y  be i n v e s t e d  at c o m p e t i t i v e  n a­

tio n a l  m a r k e t  r a t e s  b y  the c o m m i s s i o n e r  of r e v e n u e  in

[(1) B O N D S  O R  O T H E R  I N T E R E S T - B E A R I N G  O B L I G A T I O N S  A N D  S E C U R I T I E S  

O F  T H E  U N I T E D  S T A T E S  O R  A N  A G E N C Y  O F  T H E  U N I T E D  S T A T ES ,  A S T A T E  O F  T H E  

U N I T E D  STATES, O R  A P O L I T I C A L  S U B D I V I S I O N  O F  A N Y  S T A T E  O F  T H E  U N I T E D  

S T A T E S ,  IF T H E  P O L I T I C A L  S U B D I V I S I O N  H A S  A  P O P U L A T I O N  A S  S H O W N  BY T H E  

L A S T  F E D E R A L  C E N S U S  P R E C E D I N G  T H E  I N V E S T M E N T  O F  N O  L E S S  T H A N  3 0 , 0 0 0  

I N H A B I T A N T S ,  E X C E P T  NO P O P U L A T I O N  L I M I T A T I O N  A P P L I E S  T O  A P O L I T I C A L  

S U B D I V I S I O N  O F  T H I S  STATE;

(2) F I R S T  L I E N  R E A L  E S T A T E  M O R T G A G E  S E C U R I T I E S  I N S U R E D  B Y  T H E  

F E D E R A L  H O U S I N G  A D M I N I S T R A T I O N  U N D E R  T H E  N A T I O N A L  H O U S I N G  A C T  O F  T H E  

U N I T E D  STAT E S,  O R  H E L D  B Y  T H E  D E P A R T M E N T  O F  C O M M E R C E ,  O R  T H E  D E P A R T M E N T  

O F  N A T U R A L  R E S O U R C E S ;

(3) C O R P O R A T I O N  BONDS, A N D  P R E F E R R E D  A N D  C O M M O N  S T O C K S  A S  T H E  

C O M M I S S I O N E R  O F  R E V E N U E  C O N S I D E R S  P R O P E R  I N V E S T M E N T S  F O R  T H E  FUNDS ; ]
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(4) s h a r e s  of f e d e r a l l y  c h a r t e r e d  s a v i n g s  an d  l o a n  a s s o c i a­

tions in A l a s ka ,  to the e x t e n t  t h a t  the i n v e s t m e n t  is i n s u r e d  b y  the 

f e d e r a l  g o v e r n m e n t  or b y  an a g e n c y  of the f e d e r a l  g o v e r n m e n t ;

(5) d e p o s i t s  w i t h  m u t u a l  s a v i n g s  b a n k s  in Alas k a ,  to the 

e x t e n t  t hat the i n v e s t m e n t  is i n s u r e d  b y  the f e d e r a l  g o v e r n m e n t  or an 

a g e n c y  of th e  f e d e r a l  g o v e r n m e n t ;

(6) d e p o s i t s  w i t h  s t a t e  and n a t i o n a l  b a n k s  in A l a s k a  to the 

e x t e n t  tha t  the i n v e s t m e n t  is i n s u r e d  b y  the f e d e r a l  g o v e r n m e n t  or an 

a g e n c y  of t h e  f e d e r a l  g o v e r n m e n t ;

[(7) L O A N S  G U A R A N T E E D  BY T H E  D I V I S I O N  O F  V E T E R A N S '  A F F A I R S  

U N D E R  A S  2 6 . 1 5 . 0 4 0 ( b ) ;]

l o a n s ;

(10) f i r s t  l i e n  rea l  e s t a t e  m o r t g u g e s  g u a r a n t e e d  by the f e d e r al  

V e t e r a n s  A d m i n i s t r a t i o n ;

(11) n o t e s  s e c u r e d  b y  m o r t g a g e s  of c o m m e r c i a l  or r e s i d e n t i a l  

b u i l d i n g s  [REAL E S T A T E  O R  O T H E R  S E C U R I T Y ]  if the m o r t g a g e s  are i n s u r e d  

b y  a p r i v a t e  m o r t g a g e  i n s u r a n c e  c o r p o r a t i o n  w h i c h  is a u t h o r i z e d  to do 

b u s i n e s s  in A l a s k a  an d  has c o m b i n e d  c a pi t « l ,  s u r p l u s  an d  r e s e r v e s  a g g r e­

g a t i n g  at l e as t  $ 2 0 , 0 0 0 , 0 0 0 ;  h o w e v e r ,

loans h a v i n g  l o a n - t o - v a l u e  r a t i o s  of less t h a n  50 p e r c e n t  a n d  the 

m i n i m u m  c o v e r a g e  of o t h e r  c o m m e r c i a l  loans s h a l l  be 10 p e r c e n t  for 

t h o s e  h a v i n g  a l o a n - t o - v a l u e  r a t i o  of 5 0 - 6 0  pe r c ent and 15 p e r c e n t  

f o r  t h o s e  h a v i n g  a l o a n - t o - v a l u e  r a t i o  g r e a t e r  than 60 p e r c e n t  but 

no  m o r e  t h a n  75 p e r c e n t ,  and

loans h a v i n g  a l o a n - t o - v a l u e  r a t i o  of less t h a n  70 p e r c e n t  an d the

(8) (dele t e d ) ;

(9) th e g u a r a n t e e d  p o r t i o n  of S m a l l  B u s i n e s s  A d m i n i s t r a t i o n

(A) n o  m o r t g a g e  i n s u r a n c e  is n e c e s s a r y  for c o m m e r c i a l

(B) no m o r t g a g e  i n s u r a n c e  is n e c e s s a r y  fo r r e s i d e n t i a l
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