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(2) the response acoourt.

* S 14 AS 46.08010() is arended to readt

(b) Money from an gpropriation mecke to an account in the fund remaining
in that account [THE FUND) a the end of afiscal year does not lepse and remains
available for expenditure in suooessve fiscal years

* S 15 AS 46.08.010(c) is arended to readt

(© The fud shall e ussd for adudl eqpanses incurred under AS 46.08.040.
Except a5 provided in AS 46.08.040@)(Q(O(V) for the acquisition, repair, or
improvement of assets or disaster emergency preparedness measures and in
AS 46.08.040(a)(2(D)(ii) for the equipment that is required for and placed in the
oil and hazardous substance response depats TAS 46.08.040(d)(2)), the fund may not
le used for capital inprovemens.

+ S 16 AS 4608020 is aredd to react

St 4608020 FINANCING OF THE CONTINGENCY AND
ABATEMENT ACCOUNT [FUND], @ Tre legdlature may appropriate from the
following sources to the contingency and abaterment account in the fund:

(D noney recaived from federd, Sate, or ather sources or from a
private donar,

(2 money recovered or atherwise received from parties responsibe for
the containment and deanup of ol or ahezardous substance & a spedific ste for the
oosts of the containment and deanup incurred by the state, a municipality, or a
village, to the extent that the monev recovered or otherwise received had been
paid out of the contingency and abatement account, but exduding

(A) noney recovered or otherwise received due to a
catastrophic oil discharge; and

(B) monev [FUNDS] from performance bonds and ather fomms
of financia responsibility held in escrow pending satisfactary perfomence of

a privately financed response adtion; and

(3 fines, perdities, or dareges recovered [UNDER AS 46.08.005 -
46.08.080 CR OTHER LAW for aosts incurred by the State as aresut of the rdlease
or threatened rdease of il or a hezardous substanoe, but excluding
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(A) fines, perdlties, or dameges recovered or otherwise
received due to a discharge the aosts of containment and deanup of ,;nich
were paid from the account established in AS 46.08.025; and

(B) nmonev described in (2) of this subsection:

(4) interest accrued on

(A the balances of

() the contingency and abatement mitigation
account; and

(i) the response acoount, but only to the extent the
interest accrued on the response account exceeds the amount
determined under AS 46.08.025Q)(4);

(B) the account maintained under AS 37.05.142 for deposits
into the general fund from the proceeds of the surcharge levied under
AS 4356.201: ad

(© the contingency and abatement mitigation account
described in (b) of this section:

(5) fees for senvices cdllected under AS 44.46.025(2)(8), to the extent
those fees involve cetrtification of laboratories conducting environmental analyses
of all or hazardous suostances or other related analyses required bv the
department; and

(6) fess cdllected bv the department for the registration of ail spill
response action contractors under AS 46.04.03%5.

® Money recenved by the stete under (8)(2) < (6) [(8)(2) AND (e)(3)] of this

section shall ke deposited in the generd fund and credited to a speda acoourt: called
the "contingency and abatement [OIL AND HAZARDOUS SUBSTANCE
RELEASE] mitigation acocout” The legdlature may annually appropriate to the
contingency ar.d abatement acoount in the fund from the contingency and
abatement mitigation [THIS] acoout a sum equd to the anount received under
@) - (6) [(3)(2) AND (8)(3)] of this sedtion during the: calencer yeer preceding the
legislative sesson in which the gppropriations are to ke nece

* Sec 17, AS 4608 is aeroked by adding a new sedtion to reet

CSSB 215( ) 40

Now Texc Underlined IDELETED TEXT BRACKETED)



>V

7

> ~Bh O REREBRREBEBowow~wo o> wrne

REBBNBHNRBRRS

WORK DRAFT WORK DRAFT WORK DRAFT i

S 4608025, AINANCING OF THE RESPONSE ACCOUNT. () The
legdlature may gpprgpriate from the following souraes to the response acoourt in the
fund:

@ noney receved from federd, date, or ather sources or from a
private donar,

() money recovered or atherwise recaived from parties respansible for
the containment and deanup of a catastrophic oil dsdhage or a dscharge for the
containment and deanup of which the governar issued an administrative order under
AS 46.08045(8)(2), for the aosts of the containment and deanup incurred by the Sate,
amunicipality, or avillage, but exduding nmoney from perfammance bonds and ather
forms of finandial responsibility held in esarow pending satisfactary performance of
a privately financed response adtion;

(3 fines, perdties, or dareges recovered for costs incurred by the Sate
a6 a resut of a catastrophic oil dsdhaerge or a dsdharge for the containment and
deanp of whch te govemor issied an administraive oder under
AS 46.08045@)(2); ad

@) interest acouedon the belanoe ofthe respose acoourt, nat to
exoceed the amount determined by applying to thf odlanoe of the response acocount an
the first day of the Siate fiscal year the rate determined under AS 37.13.145(C)(2) ad
(2) for thgrevious Sate fiscal year.

O Money recaved by dedae ude (Q)(2) - (4) of this sedion shall ke
depasited in the generd fund ad aredited to a spead acoount called the response
mitigation acoourt.”" The legdlature may annually apprganiate to the response acoournt
in the fund from the response mitigation acoout asumequd to the amount received
under (&2 - (4) of this sedtion during the calendar year preceding the legislative
session in which the gppropniations are to be mece

c. 18 AS 4608040@) is arencked to readt

@ Inaddtion to money in the fund thet is transferred to the commissioner of
commrunity ad regiond affairs to meke gants under AS 20.60510 ard to pay for
impact assessmEts uder AS 2060500, the commissioner of ervironmental

Consarvetion maey Use noey

1 CSSB 215( )
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£D from the response account in the fund, when authorized v

AS 4608045 to

{A) [(Q)] investigate and evduate the rdesse or threatened
rdease of ail or a hezardous sustivict. ~td [CONTAIN, CLEAN UP, ANDJ
teke CONtAInMent and cleanup and Che; tecessarv acdon. such as monitoring
and asses3yg, to address ardease or th) velened re™ase of oil or a hezardous
SUdance thet poses “h imminent and substantidl th et to the pulblic health or
welfare, or to the ermMronmert;

1B} [(@ PAY ALL QOSTS INCURRED TO

(A) ESTABLISH AND MAINTAIN THE OIL AND
HAZARDOUS SUBSTANCE RESPFONSE OFHCE,

(B) REVIEW OIL DISCHARGE PREVENTION AND
CONTINGENCY PLANS SUBMTTED UNDER AS 46.04.030;

(O CONDUCT TRAINING, RESPONSE BEXERCISES,
INSPECTIONS, AND TESTS, IN ORDER TO VERIFY EQUIPVENT
INVENTORIES AND ABILITY TO PREVENT AND RESPOND TO OIL
AND HAZARDOUS SUBSTANCE RELEASE EVERGENCIES, AND TO
UNDERTAKE OTHER ACTMITIES INTENDED TO VERIFY R
ESTABLISH THE PREPAREDNESS OF THE STATE, A MUNICIPALITY,
OR A PARTY REQUIRED BY AS 46.04.030 TO HAVE AN APPROVED
CONTINGENCY PLAN TO ACT IN ACCORDANCE WITH THAT PLAN;
AND

(D VERIFY CR ESTABLISH PROOF CF FINANCIAL
RESPONSIBILITY REQUIRED BY AS 46.04.040;

(3) PAY THE EXPENSES INCURRED BY THE ALASKA DIVISION

OF EMERGENCY SERMCES FOR THE OIL AND HAZARDOUS SUBSTANCE
RESPONSE GORPS AND THE OIL AND HAZARDOUS SULSTANCE RESPONSE
DEPOTS WHEN PRESENTED WITH APPROPRATE DOCUMENTATION BY
THE DIMISION,

(4)] provide metching funds N the event Of an Ol release for

participation

CSSB 215( )
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() in federd oil dsdharge deanup activities™ ad

(i) uder 2 USC 9L - 9541 (Corprenensive
Ervirormental Resoose, Corpensation, and Liabllity Act of 1980);
ad

© [(B)] recover the oosts to the Sate, a municipality, or
village of a contaimment ad deanup resuting from the rdeese or the
threstened rdease of ol or a hezardous sUbstanoe

(2 from the contingency and abatement account in the fund to

(A) [.ivestigate and evaluate the release or threatened release
of ol or a hezardous substance, exogt a release descibed in
AS 46.08045a@). and contain, dean up, and take other necessary action,
such as monitoring and assessing, to address a release or threatened
release of oil or a hazardous substance, except a release desaribed in
AS 4608045@Q);

(B) recover the aodis to the state, a municipality, or avillage
of a containment and deanup resulting from the release or the threatened
release of oil or a hazardous substance, except a release desrinpd in
AS 46.08045@);

(O pay all costs incurred to

() establish and maintain the oil and hazardous
substance response office;

(i) review oil discharge prevention and contingency
plans submitted under AS 46.04.030;

(i) conduct training, reponse exerdses, inspections,
and tests, in order to verify equipment inventories and ability to
prevent and respond to ol and hazardous substance release
emergendes, and to undertake other activities intended to verify or
establish  preparedness of the state, a municipality, or a party
required bv AS 46.04.030 to have an approved contingency plan to
adt in accordance with that plan;

(v) verfy or edadish proof of financial

13 CSSB 215( )
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responsibility required bv AS 46.04.040: and
) acquire, repair, or improve an ass&t having a
anticipated life of more than ane vear and that is acquired,
repaired, or improved as a prepa’dness measure bv which the
state may respond to, recover from, reduce, or eliminate the effects
of a disaster emereencv. as that termis defined bv AS 26.23.900:

(D) pav the eqpenses incurred bv the division of emergency

senices for
(i) the ol and hazardous substance response conps,

and
(if) the oil and hazardous substance response depats;

(E) pav, when preserted with appropriate documentation v
the Alaska State Emergency Response Commission, eqoenses incurred bv
the commission for

() its activities, including staff support, when the
activities and staff support relate to oil or hazardous substances;
and

(i) the aosts of being prepared for and responding to
a request bv the department for support in activities that relate to
response to and restoration of the effects of an ol or hazardous
substance release;

(P provide metching funds in the evert of the release of ail
or a hazardous sustance, except a catastrophic oil release or a release for
the containment and deanup of which the govemor issuled an
administrative order under AS 46.08.045@)(2). for participation

(i) in federa oil discharge deanup activities: and

(i) under 2 USC 901 - 98/ (Comprehensive
Environmental Response, Conpensation, and Liability Act of 1980):

© [6)] prepare, review, and revise

(i) [(A)] tre Sate's medter oil and hezardous sulgtan
dscharge prevention and contingency plan required by AS 46.04.200;

1
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ad
(if) [(B)] aregord mester oil and hezardous subsiar
dscharge prevention and contingency plan reguired by AS 46.04.210;
ad
iIm n  restore the envronment by addressing the effects of
an oil or hezardous sUstance rdeese
*Sae 19 AS 46.08040Q)()(E) is repeded ad reeredted to react
(=) pay, When presarnted with appropriate documentation by
Department of Military and Veterans' Affairs, eqpenses incured by the
Department of Military and Visterans' Affairs for
() Aaska Sae Bregency Resoose Commission
activities, induding staff suppart, when the activities and staff suppart
relate to oil or hezardous substances; ad
(i) the oss to the Department of Military ad
Veterans' Affairs of being prepared for and responding to arequest by
the department for suppart in activities thet relate to response toad
restoration of the effeds of anoil or hezardous suostance rdeese;
* S 0. AS 46.08040(C) is areoed to readt
(© Notwithstanding ather provisions of this section, noney fromthe fund ey
not be usad for a pupose spedified in fa)(1)(B) and (C) or (@)(2) [(@)(2) - (7) AND
(d)()] of ths sedion wiless noey is avaladde from an appropriation Mede
specifically for thet purpose.
* S 21 AS 46.08040(d) is aveded to readt
(@ Upon arequest from
[(1)] the Alaska Legidlative Coundll, the comrissioner shall use noney
from the fund to reimourse the Alaska Legislative Coundl for expenditures thet it
mekes for the gperation of the Gitizens' Oversight Counal an Oil andOther
Hezardous Substances, estd ishid under AS 24.20600 [; AND
) THE GON VI SSONER OF TRANSPORTATION AND PUBL
FACILITIES, THE COMMIT. -NER SHALL TRANSHER MONEY FHROM THE
FUND TO THE DEPARTVENT OF TRANSPORTATION AND PUBLIC

15 CSSB 215( )
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FACILITIES TO PAY FOR THE CONSTRUCTION CR REFURBISHVENT OF
ONE OR MORE VESSE.S OF THE ALASKA MARINE HIGHWAY SYSTEM
THAT HAVE THE CAPABILITY TO ASSIST IN RESPONDING TO SPILLS OF
OIL AND HAZARDOUS SUBSTANCES, IN EXPENDING MONEY IN THE FUND
WHOSE USE FOR VBSHS OF THE MARINE HIGHWAY SYSTEM IS
AUTHORIZED BY AS 1965025 AND THIS PARAGRAPH, TtiIE COVMISSIONER
SHALL GIVE PRIORITY TO CONSTRUCTION OF ONE CR MORE NEW
VESSHS THAT HAVE THE CHARACTERISTICS REQURED BY THIS
PARAGRAPH|.
* S 220 AS 4608 is avenoed by adding anew sedtion to reect
Sac 4608045, USE OF THE BALANCE OF THE RESPONSE ACCOUNTT,

@ The commissioner may Lse norey from the response acoourt in the fund to
respond to ardease or threatened rdlease when

(D the rdease or tiveatened rdease is a catastrgohic ol rdease or
catastrophic oil dsdarge; or

(2 the rdease or tireatened rdease of oil or a hezardous substanoe
presarts athreet to the econamy, the environmernt, or public heatth if,

(A) within 120 hours of being advised of ardesse or threatened
rdease, the comissioner prepares ad provides to the governor a wiitten
report relating to the release or threatened rdease and the response under way
by the departert; ad

(B) nat later then 120 hours after the conrissioner is acMised
of the rdease or thregtened, rdease, the governor issUes anadiministrative order
approving the commissioner’s Lse of the money in the acoourt; in issuing the
admnistrative ader, the govemar shall goarove or modify and gprove the
dae's resoose to the rdeese or tivestiened rdeese a8 s out in the
conmissioner’s repart ad may, & any time during the period of the tate's
resoonee to the rdeese or threstened rdease, approve, disapprove, or modiify
action taken or expedted to ke taken by the department in its use of noney in
the response acoourt to respond to the rdease or threstened rdease.

(b) The repart of the comrissioner required by (&)(2)(A) of this sedion

CSSB 215( ) 16-
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(D must summa’e
(A) the reture and extent of the rdeese;
(B) the resporese adtion by the date, whether actually taken or
eqetted; ad
(O the aosts to the Sate of the action actually taken or expected
to ke taken ed
(@ ney provide ather inforetion about the discharge thet the
commissioner believes nay le rdevant.

* Sac 230 AS 46.08.0680(3) is aencked to reedt

@ The commissioner shell submt arepart to the legidlature nat later then the
10th day following the convening of each regular session of the legdlaiure. The report
may indude information corsidered significant by the conrissioner but must indude:

(1) the amout of money eqpanded by the depatment under
AS 46.08.040(a) during the preceding fiscal yee,

(2 the amount and source of money received and noney recovered by
or on behalf of the department during the preceding fiscal year & Spedified in
AS 46.08.020 and 46.0802%5,

(3 asummary of municipal participation in the department's regooses
that were paid for [FUNDED] by the fund;

(4) adetaled sunmary of departent activities in respanses paid for
[FUNDED] by the fund during the preceding fiscal year, including response
desariptions and datements outlining the neiure of thethreet; [IN THIS PARAGRAPH,
"DETAILED" INCLUDES INFORMATION DESCRIBING EACH PERSONAL
SERVICES POSITION AND TOTAL COMPENSATION FOR THAT POSITION,
EACH CONTRACT IN EXCESS OF$20,000, AND EACH PURCHASE IN EXCESS
OF $10000] ad

(5 the prgected cost to the departrernt for the next fiscal year of
monitoring, gperating, and maintaining Sites where responese hes been conrpleted or is
expected to e continued during the fiscal yesr.

* Sac 24, AS 46.08.060(C) is arended to reatt

(© Inaddition to the department’srepart required under (@) of this section, the

17- CSSB 215( )
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1 govermar shall suiomit arepart about Lee of the fund during the previous fiscal year to

2 the legdaiure nat later then the 1Gth day folloning the convening of each regular
3 sessn of the legdlature. In the repart, the govermor shall desaribe in detall the
4 govemor’s use of money from the fund, with seperaie explanations, by agency, of the
5 activities thet were paid for [FUNDED] wider the authority of AS 4608045
6 [AS 46.08.040(0)].
7  *Sx S5 AS46.080753) is aveded to readt
8 @ The dae hes a lien for expenditwes by the sae from the oil ad
9 hezardous substanoe rdease prevention and resparse fund* or from any ather Sate
10 fund, for the costs of response, containment, renoval, or remedial action resulting from
11 an ol or hezardous substance release [SPILL, or, with respedt to response aosts, for
12 the oosts of response to athreatened [THE SUBSTANT. L THREAT OFA|] rdeese
13 of oil or a hazardous substanoe® against all property onned by a person who is
14 deterined by the commissioner to ke liable for the expenditures under this dhggter,
15 AS 4603 AS 4604, 22 US.C. 9607, or other date or federd law: The lien indudes
16 interest, at the meximum rate alonable under AS 45.45.010(@@), from the cete of the
17 expendtures. The Sate may file an action in acourt of conpetert jurisdiction in order
18 to foredose an tre lien.
19 *Sx 26 AS4608075€) is arended to readt
20 © A parsn with an oanership interest in property against which allien is
21 recorded may bring an action in a court of conpetert jurisdiction to reguire thet the
22 lien ke rdeased The lien may be rdeased to the extert of thet person's ownership
23 interest if the court finds thet the parson is nat liable for the expearses incurred by the
24 date in comnection with the costs of respanse, containent, renoval, or reedid
5 action resulting from the [OIL CR HAZARDOUS SUBSTANCE] rdease, or from the
2 threatened [THREAT OF rdease” of oil or a hezardous substanee
21 *Sx 27, AS46.0890009) is avended to reedt
28 9 'rdeass
29 Lw - mears ay spilling, leaking, punping, pouring, emiting,
0 enpiying, discharging, injecting, escaaing, leaching, duping, or disposinginto
3L the ermronment™

CSSB 215( ) 18-
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181 [, EXCEPT THAT "RELEASE] does nat indude
() apemitted rdeass* or

(i) anadt of neture;
* S 280 AS 46.08.900(11) is aencked to reedt
(11) "threatened rdlease’ mears [AN IMMINENT DANGER] thet

rdeese is imminent; a release is imminent if
(A) it isimpending, or on the point of happening; or
(B) though nat impending, in the judgment of the
commissioner
(1) the incident or occurrence mav reasonably be
expected to culminate in an actual rlease: and
(i) that actual rdlease mav reasonably e expected to
cause persond injury, other injury to life, or loss of or damege to
property, including the environment [WILL OCCUR;
* S 20, AS 4608900 s arerded by adding anew paragrgoh to reedt
(13) "catastrgphic ail dscharge’' and *catastrgphic oil release” have the
meaning gven th; term "catastrgphic ol discharge’ in AS 46.04.900.
* S 0. ASHIAY) is arended to readt
(8) ’hrestened rdeass’ meas [AN IMMINENT DANGER] thet a
rdease is imminent; a release is imminent if
(A) it is impending, or on the point of happening; or
(B) though not impending, in the judgment of the
commissioner
(1) the incident or occurrence mev reasonably be
expected to culminate in an actual release: and
(i) that actual release mav reasonably e expected to
cause persond injury, other injury to life, or loss of or damege to
property, includine the ermronment [WILL OCOUR.
* S 3l AS196605, AS 4356200, 4356.210, 4356.220, 4356.230, 4355.240,
AA446.025@)4) ad (5); AS 46.08.040(b), ad sec 3, ch 112, oL A 1989 are repedled
* Sec 2 REVISOR OF STATUTES TO REMISE REFERENCES.  |In eadh of the

19 CSSB 215( )
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following, the revisor of datutes shall delete references to "oil and hezardous substance rdeese
resoonse fund” and insert in dace of each deletion areference to "oil and hazardous sustance
rdeese prevertion ad regose  fund” AS 26.23.G20(g)(Il), 26.23.050(b);
AS 20.60.560(€)(1), 29.60.599(4); AS 46.08900(5).

* Sc 3B TREATMENT OF APPROPRIATION TO FORMVER SPILL RESERVE FOR
PURPOSES OF AS 4355230, For the purpose of former AS 43.55.230(9)(2), repedled by
this Act, an appropriation to the former spill resanve referred to in AS 20.605100), the
reference to which is deleted by ssc 3 of this Adt, is nat an expenditure.

* S 3. SURCHARGE IMPOSED BY AS 4335201 - 4355.231 NOT LEVIED. In
addtion to the drourstances st out iIn AS4356.231, the sudhage authorized by
AS 4355201 is nat levied on or after the effective date of this sedtion if

(1) the Hghteenth Alaska Sae Legdature does nat, during the Seood
Regular Session or during any speda sessan held befare the effective cete of this sedtion,
aoproriate at least an amount equd to the belanoe, anthe day befare the effective dete of this
sedtion, of the former spill resenve inferred to in AS 29.60.510(b), to the response acoourt in
the oil and hezardous substance rdlease prevention and response fund; or

(2) the govemor vetoes or redlices the amount appropriated under (1) of this
sedion

* S 3B TRANSITIONAL PROVISONS APPLICABLE TO CONSERVATION
SURCHARGE ON OIL IMPOSED BY AS 4355200 AFTER JUNE 30, 194, AND
BEFORE THE EFFECTIVE DATE OF THIS SECTION. After June 30, 1994, and befare the
effective date of thi* sedion, every producer of ol who is required by AS 43565200 -
43.55.240, repedled by this Act, to pay the oil consarvation surdarge of $05 per barrel of oll
shall pay thet levy. The provisions of AS 4356.210 - 43.55.240, repedled by this Act, apply
to the anounts received by the state under AS 4355.200 - 4355.240, but as to the anounts
received after June 30, 1994, ad befare the effective cete of this sedtion, if so appropriated
by the legislature and notwithstanding any ather provision of law relating to the deposit of ad
aooounting for those recaipts,

(1) on the effective date of this sedian, the commissioner of revenue sl
dlocate
(A) 50 percert of the amount received to the response acoourt

CSSB 215( ) 20
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estabished by AS 46.08.010(Q)(2), as arended by ss¢. 13 of this Act; ad
(B) 90 peoat of the amount receved to the contingency ad
aoaterment aooount estalished by AS 46.08.010@)(1), as avended by sec 13 of this
Act; ad
] the dllocations mecke under (1) of this sedtion are credited to the respedt
aooounts for punposes of determination of the suspension and reinpaosition of the surdnarge
under AS 4356221 ad 4356.231, added by secs 8 ad 9 of this Act.

* S 36, Sedion 19 of this Act takes effect on the effective cite of a version of Saete
Bill 33 eneded by the Eghteerth Alaska Sate Legdaiure transferting the Alaska Sate
Emergency Resoose Commrission from the Department of Ervironmental Gonservation to the
Department of Military ad \Vieterans' Affairs.

* St 37. Bxognt as provided in ss. 36 of this Adt, this Act takes effect July 1, 1994

21- CSSB 215( )
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STATE OF ALASKI.
194 LEGISLATIVE SIcSSON

Revision Date:
TiUe:
substance release response fund...

Miller

Hs. Resources Committee

An Act relating to and redesignating the oil and hazardous

Sponsor:
Requestor:

Expenditures/Revenue*:

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0

FY95 FY96

Eapital

REVENUE FUND SOURCE: 5,300.0 | -10.000.0

FUNDING:

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

Other

TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY94) impact: $ 0.0

0.0 T0

ANALYSIS: (Attach a separate page if necessary.)

0 Cr*}

STA .

BILL NO. cssB 215(FIN) am(EFD FLD)

Dept. Aftected:

Component:

COMPONENT SERIAL NO.

(Thousands of Dollars)
FY97 FY98

0.0 0.0

-9,900.0 | -9,500.0

(Thousands of Dollars)

0.0 0.0

Revenue
"BRU: Revenue Operations
Oil & Gas Audit Division

115
FY99 FYO00
0.0 0.0
-4,500.0
0.0 0.0

Revenue reduction estimates are based on production and tax revenues included in the Revenue SOUICES BOOk, Fal 1993 and expenditure
analysis provided by the Department of Environmental Conservation. The fiscal note represents a simple mathmatical calculation based on those

estimates.

As requested by th9 House Resources Committee, analysis for the next five fiscal years is provided.

Rod R, Mourant /(

;7 7 VWY

Prepared by:
Division: CommissioneTa-Office V
Approved by Commissioner: Darrel J. Rexwinkel

Agency: Revenue

Phone: 465-

2302

Date: April 15, 1994
Date: April 15, 1994

PREPARER TO PROVIDE ALL DISTRIBUTICN GOPIES TO GOVERNOR™S LEGISLATIVE OFFICE
For furtter distribution infonatin all treGovermor™s Lepsskatine Office

[Rw 11/93) 94li*cal.nt<Ul
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FISCAL NOTE
STATE OF ALASKA /&&m &/ BILL NO. CSSB 215 (FIN)
1994 LEGISLATIVE SESSION ok " e
jEs/ /1 [fc /2 /
Revision Date: April 13. 1994 Department Affected: Department of Law
Title: .redesignating the oil and hazardous BRU: EXXON VALDEZ Litigation
release response jnd..." Component: EXXON VALDEZ Litigation
Sponsor: Senator Miller
Requestor: Senate Finance COMPONENT SERIAL NO. 1175

EXPENDITURES/REVENUES:

OPERATING FY 95 FY 96 FY 97 FY SB FY 99 FY 00
PERSONAL
TRAVEL
CONTRACTIIAL
SUPPLIES
EQUIPMENT
LAND &
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING -0- -0- -0- -0- -0- -0-'

CAPITAL
REVENUE

FUNDING:

1002 Federal

1003 GF Match

1004 GF

1005 GF/Program

1006 GF/MHTIA

OTHER

TOTAL -0- -0- -0- -0- -0- -0-
POSITIONS:

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

TEMPORARY

Estimate of current year (FY94) impact: -0-

ANALYSIS: (Attach a separate page if necessary.)
The CS for SB 215 makes sufficient changes that there will not be a fiscal impact for the Department of Law.

< U-/ =/'e

Prepared by: Richard I. Peaues. Director Phone: 465-3672

Division: Administrative §ervices Digstpm - Date: April 13. 1994
L JVX -X W e /f™ Kkt

Approved by Commissioner:  Bruce M. BotelM, Attorney General

Agency: Department of Law Date: Al 13. 1994

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR™S LEGISLATIVE OFFICE
For further distributian information cl the Govermor™s Lagislative Office
Rev 11/03 Page 3 of_i



FISCAL NCTE
STATE OF ALASKA BILL NO. CSSB 215 (FINlam (efd tdl

1994 LEGISLATIVE SESSION

Revision Date: Aptil 22. 1994 Department Affected: Department of Law
Title: .mmmmredesignating the oil and hazardous BRU: EXXON VALDEZ Litigation
release response fund..." Component: EXXON VALDEZ Litigation

Sponsor: Senator Miller
Requestor: Senate Resources COMPONENT SERIAL NO. 1175

EXPENDITURES/REVENUES:
OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 FY 00

PERSONAL

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND &

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL

REVENUE

FUNDING:

1002 Federal

1003 GF Match

1004 GF

1005 GF/Program

1006 GF/MHTIA

OTHER

TOTAL -0- -0- -0- -0- -0- -0-
POSITIONS:

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

TEMPORARY

Estimate of current year (FY94) impact: -0-

ANALYSIS: (Attach a separate page if necessary.)
The Finance Committee amendment to CSSB 215(FIN) makes a minor change in syntax and as provided in the

department's April 13 fiscal note, there wil not be a fiscal impact for Law.

Klvlila 1. =
Prepared by: Riighanj.l.FH@gges, Dirfsgtor Phone: 465-3672
Division: Administrative Services Division ‘A Date: April 22, 1994
V - TAWYOC. i» i1
Approved by Commissioner:  Bruce M. Botelho. Attyrnev General
Agency: Department of Law Date: April 22. 1994

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR*®S LEGISLATIVE OFFICE
For further distributian informattion cll the Govermor™s Legislatave Office
Rev 11/93 Page J of J



FISCAL NOTE

STATE OF ALASKA BILL Bi,* Veivion: &-5S3 rite s')
1994 LEGISLATIVE SESSION (S) Publish Date: £ -3%
Revision Date: Department Affected: Environmental
Title: Oil and Hazardous Substance Release Conservation

Response Fund BRU: SPAR/Adrainistrative Services
Sponsor Senator Miller Component: All SPAR Components
Requestor ~ Senate Resources Committee Response Fund Administration

COMPONENT SERIAL NO.

OPERATING EXPENDITURES FY 95 FY 96 FY 97 FY 98 FY 99 FY 00
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND&STRUCTURES

GRANTS,CLAIMS

MISCELLANEOUS
TOTAL OPERATING $550.0 $1,449.0 $2,860.0 $4,283.0 $5,469.0 $6,918.0

ICAPLTAL EXPENDI TURES : 1 1 | i 1
CHANGE INREVENUES( ) | i | 1 1

FUNDSOURCE
1002 Feckral Receipt!

"003 GF Meich
104 G- $550.0 $1,449.0 $2.860.0 $4,283.0 $5,469.0 $6,918.0

10065 GHProgram Receipt
1006GHMHTIA

Cther
TOTAL $550.0 $1,449.0 $2,860.0 $4,283.0 $5,469.0 $6,918.0

Estimate of any current year (FY94) cost*

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS:  (Attach a separate page if necessary.)

See attached

Prepared by: Bob Poe. Director Phone:  465-5010
Division: Information & Administrative Services Date: 2/24/94

Approved by Commissioner
Agency:  Department of Environmental Conservation Date: 2124194

PREPARERTO PROVIDE ALL DISTRIBUTION QOPIES TO GCOVERNCRS LEGISLATIVE OFHCE
For furtter distriutian infomatian, calll treGovermor™s Lagislatinve Office
(REV 1¥B) g-/esir/fTrova15ds Page 1 of %
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FISCAL NOTE

FYO6 FY 96 FY 97 FY 98 FY 99 FY 00
Revenue from .025 surcharge $12,750.0 $12,250.0 $11,250.0 $10,250.0 $9,500.0 $8,500.0
State Spill Prevention Program* $13,300.0 $13,699.0 $14,110.0 * $14,533.0 $14,969.0 $157418.0
Difference ($550.0) ($1,449.0) ($2,860.0) ($4,283.0) ($5,469.0) ($6,918.0)
Total GF Cost $550.0 $1,449.0 $2,860.0 $4,283.0 $5,469.0 $6,918.0

*This number reflects current funding of the states sill response and prevention program, increased by 3% e”~ch year for
inflation.
This legislation proposes to fund the states®s entire sill prevention and response program from a 2.5 cent per barrel
surcharge on crude oil produced inAlaska. Since SB215 Version "U" now allows the catastrophic account, established
in SB215, to be used for both hazardous substance and oil spills, and there isno spill-size-threshold in order ® access

the catastrophic account, no non-catastrophic sill reserve need be established.

The figure for the 2.5 cent surcharge revenue is extrapolated from forecasts contained in the Department of Revenue

Page 1

5-Year Total
$64,500.0
$86,029.0
($21,529.0)
$21,529.0



FISCAL NOTE

STATE OF ALASKA
1994 LEGISLATIVE SESSION

Revision Dale:

Tiilc:

Sponsor:
Requestor:

19- Jan-94
Oil and Hazardous Substance Release
Response Fund
Senator Miller
Senate Resources Committee

No. (__

BILL Bill Versio™

(S) Publish Dale: s -

Environmental
Conservation
BRU: SPAR/Administrative Services
Component; All SPAR components
Response Fund Administration

Department Affected:

COMPONENT SERIAL NO.

Ex nendilurcs/Revenues:

OPERATING EXPENDITURES

FY 95

PERSONAL SERVICES

TRAVEL 1
CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND&STRUCTURES
GRANTS,CLAIMS
MISCELLANEOUS

TOTAL OPERATING

5,100.0

CAPITAL EXPENDITURES

CHANCE INREVENUES ()

(UNO SOURCE
1002 Feckral Receipts
1003 OF Vhich

100t CF

5,100.0

1006 GHProgram Receipt
1006 GFMIIMA

Other

TOTAL

Estimate of anj current year (FY94) cost: S

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS:

(Attach a separate page if necessary.)

See attached

Prepared by: Bob Poe, Director

Division: Information and Administrat've Services

Approved by Commissioner John Sandor
Agency:

Department of Environmental Conservation

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

REV 1/B) g-/alir/fovbirkfomxis

FY 96 FY 97 FY 98 FY 99
5,899.0 7,110.0 8.333.0 9,369.0
5,899.0 7,110.0 8.333.0 9,369.0

Phone:  465-5010
Date: 1/19/94
1 /ba jas
S' Date: 1/19/94
Page |

AS

of

44 -

FY00

2

10,618.0

10.618.0



FISCAL NOTE

continued
BILL NO. SB 215
FY 95 FY 96 FY 97 FY 98 FY 99
Revenue from .02 surcharge 102000 98000 90000 82000 7,600.0
Suite Spill Prevention Program* 133000 136990 141100 145330 149690
Difference -31000 -3899.0 -51100 -63330 -7,3690
Non-caiastrophic Spill Reserve 20000 20000 20000 20000 2000C
Total GF cost 51000 58990 71100 83330 93690

*This number reflects cuncnt funding of the state's spill response and prevention program, increased by 3%each year for
inflation.

This legislation proposes to fund the suite's spill prevention and response program entirely I'rom a .02 cent per barrel
surcharge on crude oil produced in Alaska. Emergency response to releases less than a catastrophic nature (under

4,200000 gallons) must also be financed under this program. The .02 surcharge docs not produce enough revenue to
provide for emergency responses of this nature, therefore, and additional 52000000 "non-catastrophic" spill reserve is the
minimum necessary for adequate response measures, based on recent history. Actual risk of a combination of "orphan" spills
requiring a suite response of over 52 million is gTcat, and more funds would be necessary.

The figure for the .02 cent surcharge revenue is extrapolated from forecasts contained in the Department of Revenue
"Revenue Sources Book”.

FYOO
68000
154180
-86180
20000
106180



FISCAL NOTE
STATE OF ALASKA BILL NO. CSSB KISfRES)

1994 LEGISLATIVE SESSION

Revision Date: Department Affected: Administration
Title: "An Act relating to oil and hazardous BRU: Finance

substances:..." Component: Finance

Sponsor: Senator Miller

Requestor: Senate Finance COMPONENT SERIAL NO. _59
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 FY 00
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
T.1AVEL 0.0 0.0 0.0 0.0 0.0 0.0
CONTRACTUAL 0.0 0.0 0.0 0.0 0.0 0.0
SUPPLIES 0.0 0.0 0.0 0.0 0.0 0.0
EQUIPMENT 0.0 0.0 0.0 0.0 0.0 0.0
LAND & STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0
GRANTS, CLAIMS 0.0 0.0 0.0 0.0 0.0 0.0
MISCELLANEOUS 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES 0.0 0.0 0.0 0.0 0.0 0.0
FUNDING SOURCE: (Thousands of Dollars)

1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 .0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program 0.0 0.0 0.0 0.0 0.0 0.0
1006 GF/MHTIA 0.0 0.0 0.0 0.0 0.0 0.0
OTHER 0.c 0.0 0.C 0.0 0.0 0.0
TOTAL .0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY 94) cost:." $ 0.0

POSITIONS:

FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)

Prepared by: Don Wanie \ Phone: 465-2240
Division:  Finance W Date:

Approved by Commissioner: Nancy Bear Usera

Agency: Department of Adninistration Da,,:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR®™S LEGISLATIVE OFFICE
For further distribution information il the Govermor™s Legislative Office
Rev 01/94 Page 1 of__1

OOF/JT/SB215.FN



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
(907) 465-3X67 or 465-2450

FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105
MEMORANDUM February 21, 194
SUBIJECT: Use of the "4/0 fund’ for acquisition of capital assets for
emergency preparedness (Work Order No. 8LS-110AO. 13
TO: Senator Drue Pearce
ATTN: BIll Mles
FROM: Jack Chenone
Legislative

The version of Serate Bill 215 to which this amendment attaches proposes to split

the nickel. The fund would be divided into two accounts. | propose to attach the

amendment to the account-the “abatement account'-from which other capital

gg\ﬂpropriations are authorized. If that is an incorrect response on ny part, please
.

| don't know what "preparedness’ invalves, o | sturmbled my waw to the description
set out in the last part of the attached amendment. | also tie the proposed change
to somithing that responds to a "disaster emergency,” ~  which is not necessarily the

y The statute cited defines disaster as:

... the occurrence or imminent threat of widespread or severe damage,
injury, or loss of life or property resulting from a natural or man-made
cause, including . | .

_ SA) fire, flood, earthquake, landslide, mudslide,
avalanche, wind-driven water, weather condition, tsunami, volcanic
activity, eﬁ|dem|c, air contamination, blight, infestation, explosion,
riot, or shortage of food, water, fuel, or clothing; .

(B) the release of oil or a hazardous substance, if
the release requires prompt action to avert environmental danger
or damage; and

_ (C) equipment failure, if the failure is not a
predictably frequent or recurring even: or preventable by adequate
equipment maintenance or operation;



Senator Drue Pearce
February 21, 1994
Page 2

saTe &s a "disaster” » & those temrs are defined in AS 2623900, Please take a
!?tokattmstv.ueardseeifrryreferenceto"dwsterenergerql'owersWnaIyou
intended.

I this effort is wide of the mark, let e know and I'll redraft to your spedifications.

JBCqc
A-147 —
Enciosme

""Disaster emergency" is defined by the same statute to mean

. the condition declared by proclamation of the governor or declared by
the principal executive officer of a political subdivision to designate the
imminence or occurrence of a disaster;



8-L511070.13
Chenoweih
2/21/94

AMENDMENT

OFFERED IN TOE SENATE BY SENATOR PEARCE
TO: 215RES) "0" Version

Page 9, line 10 after "in™:
Insert "AS 46.08.040(aH2)(Q(V) for the acquisition, repair, or improvement of
assets as disaster emergency preparedness measures and in'

Pace 13 line 2, after 1"
Delete "and"

Pae 13 line 24, after "AS 46.04.040"
Insert "and °
(M acquire, repair, or improve an asset having an
anticipated life of more than one vear and that is acquired,
repaired, or improved as a preparedness ness -e bv which the
state mav respond to. recover from, reduce, or eliminate the effects
of a disaster emergency, &, that term is defined bv AS 26.23.900;"
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WORAND UM State of Alashs

Department of Law

3ATE;

Shelby Stastny, Director " November 15, 1993
Office of Management FLE No.
and Budget ' " 663-94-0248
Jeff Hoover TEENOT 465-3600
Budget Analyst SUBJECT

Use of Appropriation from
470 Fund for DMVA Emergency
Operations Center

; . >Y
Robert X- Rogers *.
Assistant Attorney General
Department of Lav

INTRODUCTION

Some time ago you alerted this office to an
appropriation madB by the legislature to the Department of Mi litary
and Veteran Affairs (DMVA), Division of Emergency Services (DES).
The appropriation — Section 17(c) and 19 of chapter 79, SLA 1993 -
- made monies available to DMVA for "emergency operation center
enhancements.”™ Because this appropriation vao made from the O0il
and Hazardous substance Release Response rund (fund) , AS 46.09.010,
you asked this office if the purpose of the appropriation was
within the allowable purposes of the fund, and if the appropriation
could be expended without violating a statutory restriction that
says the fund cunnot be used for —capital improvements.

AS 46.08.010(b).

We find that construction of the pertinent statutes
turns on the facta to which they are applied. Generalizations can
not be reliably drawn. Given the facts of this case as presented
to us by the DMVA, we find that the proposed expenditures axe
within the allowable purposes of the fund and are not capital
improvements.

However, this 1is such a close call that we can make
reasoned arguments the othe\ way.l Accordingly, we suggest a
retroactive legislative change to AS 46.08.010(c) to expressly
allow the fund to be use"i for enhancement of the state emergency
operation center.

1 Indeed, legislative counsel has reached an opposing
conclusion. Memorandum, FY 94 Appropriation from the Oil and
Hazardous Substance Release Response Fund to the Debarment,
Military and Veteran®s Affairs, Division of Emergency Services (SB
1830, G, Utermohle (Oct. 13, 1993).
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Shelby Staotny, Director Decenber 1, 1993
jerr Hoover, Budget Analyst 2
Office ol Management & Budget AGO File /663-94-0248

PURPOSES OP THE FUND

The fund was created by statute. AG 46.08.010.
Allowable uses of the fund are statutorily delineated.
AS 46.08.040. No expenditure may be made from the fund unless the
purpose of the expenditure 1is one of statutorily acknovl Iged

purposes.?

In this case, the money will be used to enhance the
emergency operations center maintained by the DMVA. Dollars will
be used to relocate certain Alaska State Trooper operations to the
center; to furnish and equip the center with various electronic
Investigation, tracking, and communication devices; to purchase and
book up an emergency power generator; and generally to convert an
empty suite of rooms into a command post.

Among other things, the fund may be used to "undertake
activities intended to establish the preparedness of the state to
act in accordance with [contingency] plants].” / /
AS 46*08.040(e) (@) (C). Alaska must have both a state and regional = /* "7°A"
contingency plan. AS 46.04.200; AS 46.04.210. One of the primary y'l \dL
jobs of DE-3 is to implement those plans 1in the event of a
catastrophic release of oil. as 46.04.0e0,- gee also as 26.23.030, [
26.23.040. To do so, DES needs a center from which to implement
its incident command system. Id. See also 46.08.100 - 46.08.190,
Thus, -equipping the command center so that DMVA can adequately
respond to oil catastrophes ia an activity intended to establish
the preparedness of tne state to act in accordance with its
contingency plans.3 Accordingly, the proposed purpose 1is a
statutorily vrecognized purpose.O

2 The introductory clause of AS 46.08.040 only mentions "the
commissioner of environmental conservation,M However, the
application of 46.08.040 to others is made clear by
AS 46.08.010(c). Accordingly, wa started with the threshold

conclusion that no expenditure may be made from the fund by anyone
unless for a purpose iterated in AS 46.0B.040.

3 Parsons responding to an oil catastrophe must also Implement
the National Contingency Plan. 40 C.F.R. Part 300 (1993) .

0 Our interpretation of AS 46.08.040(a) (2) (C) 1is based, in part,
on the historical interpretations given this language by the
Department of Environmental Conservation (DEC). As the agency
tasked with 1implementing this statute, DEC"S interpretation is

entitled to some weight. Peninsula Marketing Agg"n v. State. 817
(continued. ..}
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Shelby Stastny, eDirector December 1, 1993
Jeff Hoover, Budget Analyst 3
Office of Management 1 Budget ago File #663-94-0248

CAPITAL IMPROVEMENTS
A. STATUTORY DEFINITIONS

Activities otherwise allowable under as 46.08.040 are
expressly disallowed 1if they constitute "capital improvements."
AS 46.08.010(c) - One cannot spend monies from the fund ee even for
purposes identified in AS 46.08.040 — if the expenditure is for a
capital improvement. Thus, thi3 question arises; Are the proposed
retivities and expenditures at the operations center "capital
improvements”™ within the meaning of the lav?

To answer this question we first conducted an analysis
of pertinent statutes and cases. Because the appropriation had
been made part of the 1994 capital budget, ch. 79, SLA 1993, we had
to ascertain whether an item could be a capital i1tem for budget
purposes but not for purpoaoc of the fund. We find that it can be.
The pertinent definition for budget purposes is AS 37.07.120(4) :

"capital projects™ and “capital improvementsO
moan an allocation or appropriation item for an
asset with an anticipated life exceeding one year
and a cost exceeding $25,000 and 1include land
acquisition, construction, structural
improvement, engineering and design for the
project, and equipment and repair costs.

4 (...continued)

P.2d 917, 922 (Alaska 1991). DEC has, in the past, relied upon
this language to expend, or to permit DWA to expend, money fronm
the fund on on emergency broadcasting satellite uplink, an
electronic map, general communications equipment, and emergency
response personnel. The expenses under consideration 1in this
memorandum are not substantially different in form.

Furthermore, these previous expenditures have been
brought to the attention of the legislature, AS 46.08.060: e.g”"
1992 APEC. Oil and Hazardous substance Release Regnonao Fund Annual

Report. 25, 27-28. At no time has the |legislature negatively
responded to theee reported expenses. Personal communication with
Barbara Frank, DEC, November 29, 1993. On the contrary,

AS 46.08,040(a)(2)() 1is an expansion of sections previously
dealing with preparedness, cr. section 29.ch 191, SLA 1990 with
section 3, ch. 90, SLA 1989. This particular subsection was not
revised when recent amendments were made to other subsections. See
Bection 13, ch, 83, SLA 1991. This acquiescence constitutes a form
Of ratification. Hafllno V. Inlandboatmen®s Union of Pacific, 585
P.2d 870, 876 (Alaska 1978) (The "operational hietory"” of a statute
is a factor in its construction).
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Shelby Stastny, Director December 1, 1993
Jeff Hoover, Budget Analyst _ 4
Office of Management & Budget AGO File #663-94-0248

On the u*ner hand, the pertinent definition for purposes of
t&d fund is AL 46,09.900(1):

eTapital improvement”” includes construction,
renovation, repair of, and improvement to, a
building, but does not include other improvements
to real property, such as construction of a dike
or retaining vail.

Obviously the former definition is more inclusive than
thelatter. While the telecommunications, investigation, and
tracking "equipment”*that make up the bulk of this appropri ation
would clearly be "capital improvements””for purposes of Title 37,
they may not affect the "building®”and, therefore, may not be
"capital improvements” for purposes of Title 46.The ~"to a
building”™ phrara of AS 46.08.900(1) »ake6 that provision quite
narrow, and clearly distinct fr*-"® AS 37.07.120(4) ,5 We conclude
that 2tn item can be "capital™ for budget purposes but not "capital”’
for purposes of the fund.

B. DEVELOPING A TEST

To determine whether the expenditures proposed by DMVA

vere, in fact, "improvements to a building,”” we turned our
5 Legislative counsel noted that AS 46.08.900(1) begins with the
word "includes"™ vrather than "means." From this, legislative

counsel argued that AS 46.08.900(1} is really quite broad; that
improvements "to a building”™ are just one example of the types of
improvements excluded by AS 46.08.010(c). We believe the tore
natural reading 1is one in which "to a building™ 1is operative; one
in which "to a building™ 1B expressly stated as a fora of
Limitation. Any illustrative list established by the word
"includes™ is a listing of those activities to which a building
might be subjected: construction, renovation, repair, and other
improvements.

We find that the commas in the definition“support this
interpretation. Also, the second use of the w O "includes™ tends
to show that the word ia. used to differentiate rather than
Illustrate. It differentiate* these types of improvements normally
thought of as capital- improvements to buildings and improvements
to realty- into two legal categories. The first, improvements to
a building, are capital, while the second, improvements to land,
axe not capital for purpose of this law. Furthermore, we deem it
unlikely that the legislature would make equipment and other assets
a part Of the definition simply by using the word "includes™ when
the legislators had an explicit model available in as 37.07.120(4) .
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Shelby Staatny, Director December 1, 1993
Jeff. Hoover, Budget Analyst 5
Office Of management & Budget AGO File #663-94-0248

attention to the .laws of Tfixtures, real property tax laws, and
other cases involving buildings. Prom these cases we were able to
establish a legal test, which wo applied to determine whether the
proposed actions were "capital improvements"™ within the meaning of
AS 46.08.900(1).

From Hikita v. Bichiro Gyogyo Kaisha Ltd,, 713 F,2d
1197, 1198 (Alaska 1906), we learned that in ordinary custom and
vsage "improvements"™ and "equipment™ are differentiated.6 Prom
Hydaburg Co-op v, Hydabuxrg rishcrita, 826 P.2d 75i, 752 (Alaska
1992), we learned that two trademarks of a "capital improvement"™ to
a building are that the improvement makes the building functional
and that it contributes substantial value to the building. See
also id. at 757, n.li. Prom bright v, city of palmer, 468 P.2d 326
(Alaska 1970), ve learned that a capital 1improvement must be a
tangible asset; that capital improvements are associated with value
represented by real or personal property 1in some form and with

relative permanency.

City of Juneau v. Hixoon, 373 P.3d 743 (Alaska 1962)
construes the term "capital 1improvement” as used in article 9,
section 9, of the Alaska Constitution. From that case ve learned
that a capital improvement is characterized by permanency. HIXson
alerts US to the fact that the term "capital improvement” cannot be

applied 1in any generic sense. Sach activity, transaction, or
undertaking must be examined on its own facts in light of the
unique statutory or constitutional definition o : ‘“capital

improvement” that is being employed.

In Bixson our supreme court cited a New Hampshire case
for the proposition :hat a capital improvement is something that
betters the building or premises and 1is distinguishable from
ordinary repair or current maintenance. Because our supreme court
felt comfortable looking to other jurisdictions, we did too. We
learned that if it is physically and commercially unfeasible to
separate an improvement fr rm a building, the improvement 1is more
likely than not a capital improvement to that building. Honeoye
Storage Corp. V. Sd, of Assessors, 433 N.Y.S.2U 943 (N.Y.A.D.

1980) .

In general, our review of case law showed us that courts
apply a two part test to determine whether an improvement that
involves a building ia a capital 1improvement. First, the

guestioner must ask: Is the questioned
e implemented for the purpose of making the building fundamentally

6 See also Crown C0CO, Inc. v. Coma' of Revenue, 336 N.W.2d 272
(Minn. 1983) .
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functional? If the answer is "yes," th* activity is more likely
than not a capital improvement and the questioner need look no
further. If, however, the answer ie "no," the questioner analyses
five factors: the nature of the activity, the extent of the

activity, the cost of the activity relative to the cost of the
building, the benefit to the building occasioned by the activity,
and the degree of permanence of the results of the activity. Such
scrutiny reveals characteristics that tend to define the project.
Georgian Gardens Tenants Ass'n. v. Georgian Gardens, 392 A.2d 64X
(N.J. 1991).7

By nature, the courts seem to be asking for a common-sense
analysis or the activity, 1is the item in question structural? is
it an integral component of the building? 1is it an undertaking
without which the building would be noticeably lacking? will the
building be harmed by removal of the item resulting from the
activity? If so, th? 1item 1is of the nature of a capital
improvement. ir not, the item is less likely to be a capital
improvement.

By extent of the activity, oourta are asking what the extent
is relative to the whole building. Does it involve all the square
footage of the building, or just a part? Does it go on for an
extended duration or 1is the activity resulting 1in the asset
reasonably short in duration?

By cost, the courts are moat often speaking of cost of the
guestioned activity relative to the cost of the building. Looked
at another way, this question 1is whether the activity addo

7 See also. Cafritz Co. v. Diot. of Columbia Rental Sousing
Comm’n, 615 A.2d 222 (D.C. App. 1992);
Norene v. Municipality of Anchorage,704 P.2d 199 (Alaska
1985)?
)In re Marriage of Aird. 530 N.E.2d 556 (111. App, 1988);
rIJW Y. McNeil, 302 N,E.2d 557 (Kass. App. 1987);
Glenville cables/stem Corp. v. State Tax Comia'n, 531 N.Y.S.2d
137 (N.y.A.D. 1988); ,
jfoneoye storage Corp. v. Bd of Assessorsof Townof Bristol,
433 N.Y.S.2d 943 (N.Y.A.D. 1988).
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substantial value.to the building.

The benefit to the building factor involves* functionality.
Can the building function without this item or it the benefit of
the undertaking needed to make the building functional? Does the
activity result in something that the building must have ov
something that would merely be helpful? Also, this factor
addresses tne question of whether the building viii be
substantially more valuable after the activity than before.

The degroe of permanence 1is probably the quintessential
factor. Will the item last as long as the building or must it be
replaced regularly? Long lasting 1items tend to be capital
improvements while items with a relatively short life are not.
Permanence 1is viewed in light of permanence relative to the life of

the building.
C. APPLYING THE TEST TO THESE SPECIFIC UNDERTAXINGS

After extracting this test from the case law, we
conferred with you end dkva. Together, we applied this teat to the
undertakings at issue. DMVA produced explicit information
outlining the nature# extent, cost# etc. of several items. We have
concluded that the activities occurring at DWVA"s operations center
ere not "capital improvements” to the building within the meaning

Of AS 47":.00.900(1) .

In this memorandum# we will not again review every item
involved in the questioned appropriation.8 Some costs are clearly
not questionable, such aa the purchase and installation of
computers.9 Other costs might be questionable if standing alone#
but are not 90 when considered 1incidental ancillaries to an
allowable undertaking. Running a wire from the existing electrical
service to a stove falls into this category. Wiring would normally
be considered "capital,” but when it is ancillary to installation
of a stove# the wiring 1is considered part of that stove and not
capital. Allen v. Allen, 334 p.2d 303 (Alaska 1976).

We chose tvo examples of the items scrutinized for the
purpose of showing how we applied the test and reached our

8 Extensive review of each item did occur during discussions and
development of this memorandum.

9 Minutes, H.Res.Committee, at 7 (May 3, 1989), confirms that
the legislature contemplated use of 470 Funds to purchase
equipment. Additionally, the word "equipment"™ is conspicuously

present in AS 37.07.120(4) and absent from AS 46.08.900(1).
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conclusion:

1. Emergency Generator

In materials presented to the legislature, DKVA sought
$165,000 for an “&uxiliary power generator.”” Because large pieces
of equipment such as furnaces and generators arc often affixed in
such a vay ae to become a permanent part of the building, we
initially presumed that this item would be disallowed as a capital
improvement. However, DKVA explained that the building was already
wired for the genorator and that "installation™ of the generator
consisted Of pulling a transportable generator up to the building
and connecting it to the existing wiring. The generator will not
even be housed directly within the operations center.

Obviously, the building functions at this time despite
the absence of a generator. The building draws power from the
grid. Equally obvious is the fact that a transportable generator
has no permanence in the building. It can readily be transferred
to some other location. By 1its nature, a generator stored in a
portablet stand-alone building appears to be equipment, not an
improvement.

The extent of the generator, relative to the building,
v/ is nothing. The cost of the generator is minimal relative to the
cost and value of the building, in the balance, the generator is

not a capital improvement.

2 . upgrade of Air Handling Bysten

The documentation submitted by DKVA to the legislature
includes a reference to "upgrade of air conditioning system/air

handling.” This appeared to be capital. However, upon further
inquiry, responses from DKVA revealed that the agency already
possesses three "etand-nlone™ air conditioning units. The

"upgrade”™ consists of moving a unit from the second floor of the
Armory and relocating it in the basement of the operations center.
Such ah activity clearly does not result in a capital improvement.

Moving a unit from one place to another adds no value to
the building, and the cost is infinitesimal. The fact that the
unit is being moved from one location to another chows that it has
no permanence in any particular location, rurtber, the building
already has a functioning air handling system. This unit 1is not
needed to make the building functional; it makes the computer
equipment Tfunctional by keeping it cool enough to operate.
Connecting water lines and power lines to a piece of equipment 1is
simply ancillary to that equipment and does not convert that
equipment into an improvement. Thus, after applying the test, we
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SUBJECT; FY 94 Appropriation tram the Oil anti Hazardous Subsonco

Release Response Fund to the Department of Military and
Veteran* Affair*, Division of Emergency Senvices (SB 183)

TOi Mike Creasy
Legislative Fiscal Analyst
FROM * George Utcm ahlclfy

Legislative Counsel

This memorandum is In response to your query regarding use of the oil and
hazardous substance release response fund. You have asked:

U the cfi and hm rdoui subuance release response fond a properfond
source for the appropriations made to the Department of Military sad
Veterans' Affairs In sections 17(c) and 19 of Chapter 79 SLA 1993 far
Emergency Operation Canter Enhancements?

The oil uni hazardous substance release response fund consists of meaty received
by the stare end appropriated to the fund by the legislature. AS 46.D8QQ The basic
purpose of the fund ism provide areadily available source of moneyfarthe placet
at expenses incurred by the Department of Environmental Conservation and the
Department of Transportation end Public Facilities to protect the environmentfrom
the release of oil or hazardous substances. AS 4808003, The fund may not be used
for capital improvements, except that the fond may be used to pay for the
construction or refurbishment of state ferry vessdls for responding to spffis of oil and
hazardous substances. AS 46.08.010(c) and 46.08.040(d)(2). For purposes of
cantrolling uses ofthe fund, 'capital improvement” includes construction, renovation,
repair of, and Improvement to, a building, but does net include ether improvements
to real, property, such asr;jnitninlon of a dike or retaining wall. AS 46.08"00(1).

Section 17(c), ch. 79, SLA 1993 end sec. 19, eh. 79, SLA 1993, page 16, lines 22-23

make appropriations from the oil and hazardous substance release response fond for
enhancements to the emergency operation center tralntatocri by the Department of

S/7'd HSJ zdldJ-i'd Ac'Williy UdSO:E3 EG. F3 ACM
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Military and Veterans' AffairAccording to the material Submitted by Ib*
Department of Military and Veterans Affairs in iupper? of it* request far the.
appropriations, the appropriations axe for capita] expenditures* in the form offeefiwy
improvement* and equipment purchase*, fcr thil Camp Denali armory in order to
relocate certain Alaska State Trooper operations to the armory, fumish and equip
the state emergency operation center, purchase an emergency power generator, and
upgrade the phone and communications systerrs at the center®

Hie projects funded by see. 17(c), ch. 79, SLA 1993 and sec 19, ch. 79, SLA 1993,
page 16, lines 22-23 involve significant capital improvements to the state emergency
operation center which wes a suite o i empty rooms at the Camp Denali annoy on
Fort Richardson. None of the projects funded by the two appropriation* involve
allowable capital improvements to real property, other than hufirtings, or to state
ferry vessels capable of assisting in oil spot dean up. The projects fended by the two
appropriations are obviously capital improvements to renovate or improve (furnish)
abuilding. Under AS 46LffILOIO(e), the oil and hazardous substance release response
fend may not be used fer such capital improvement*.

the appropriations for the state emergency operation canter enhancements
are inconsistent with the prohibitions Imposed by AS 46d&0I0(c), themis arisk that
the Alaska Supreme Coun would construe the appropriation* as an asexspt to
amend or suspend the provisions of AS 4&0&0I0(c) in violation of the confinement

requirement of the Alaaka Constitution. The Alaska Constitution expressly prohibit*
the legislature from enacting or amending substantive Ifiw ifl an gppropriation bftl by

V Section 17(C), ch. 7, SLA 1S9QJauto: -
The sua 0fJ43M0Q b appropriated from the oil and hazardous isbataaa idaise jwpeau
fond (AS 4&0L010) to the Dg?*nsa«U of MJUary tad Veunas™ A m * taX .cacryncy
operatione n w nhiaesaeati.

Section 19, ch. M, SLA 1993, papa 16, iina ZX-13 naiet

APPROPRIATION

nSio GENERAL FUND OTHER FUNDS
EsJUj/ocf
Operptica Center
W?ih«Tigg'-ggi*
(ED 99) 6A&IXQ SUfoo

2/ The atijhxi proposal suomitted by the dcpanrosat raquatod as appropriationof SUOti0CO
to complete theu prajeca. The legtiliiuni only ipotl “priaied * total OfSLO?SJOOO Cor the project
but did not specify whether tha dapajtmi&t w*s to mdenake IU or only aotae Of 0S prepoaca
projeca with now amount. Aeaardla] t docameau sabtained to tha Ogesof H tap aao I «sd
Saqget, Ihfi deparUQCU ksaucropiia] w as&plew neat of tha projects erigicalfy intended, bat is
Jjiviap wiphadc to mvAtg tha Trooper* to thastais tmarjvsqr operation oodur.

S/Z'd rN: . yyj.ntu ;sa 6&. vs acw
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requiring that appropriation bills be confined to appropriations™ Article IX, sec.
13. On its face, the confinement requirement would apparently preclude as
appropriation from amending or suspending die terms of a substantive provision of
law. The Alaska Supreme Court has not had at occasion to conitrea this provision
of the constitution, so we have no guidance as th how rigorously this prevision would

be applied.

Tho Department of Law has had occasion to consider the confinement requirement
of the Alaska Constitution. The department concluded that the confinement
requirement did not defeat the plenary power of the legislature to appropriate
unobligated money In the state treasury. 1986 Inf. Alaska Att'y Gen. Op, April 23
(663-86-0460). Is the. department's view the legislature was not bound by law* which
restricted the use* for which a particular fund may be used. On the other hard, the
department concluded that the confinement requirement did prevent the legislature
from amending a prior appropriation so that it couid be used to pay one type of
[tanitOriJy cr | credit but not another. 1984 Inf. Alaska Ac*y Gen.
0P-, August . The amendment was construed by the department to
be an implied repeal of the latter income tax audit and thus consented the Invalid
Inclusion of substantive law in an appropriation bill. 1t is not dear from the Irfrirr*!!
opinions of the department 11 to what factors determine when, in its opinion, the
legislature would be bound by statute and when it would not

Other states that have a similar confinement requirement in their cacstitutica and
thax have addressed this issue, have concluded that money in a statutorily created
fond or acogn™ may be gppropriated only fa purposes consistent with the staate.
QHIdrec v. Hubbcn. 524 sc3d 336 (Ala. 1968). Gltv of North M W V. Florida

Defender Ofthe grrrnnnment. 481 So.2d 1196 (Fla. 1986). Once the legislature baa
specified that a particular fund or account is to be used for certain purposes, the
Icgbiarere cannot appropriate money from the fund or account for other purposes
without Amending the law by substantive legislation. Renedle? v. Pnlan. 413 SJ12i

107 (W.Va. 1991).

In conclusion, the appropriation of money from the oil and hazardous substance
release response fund for purposes set out is sac. 17(c), ch. 79, SLA 1993 and see.
19, ch. 79, SLA 1993, page 16, line* 22-23 Is not consistent with AS 46J&010(e). The

3/ Article fL UC. 13 of ins Alult Constitution iurim;
Jovory fiHl thedl te arhflcti u one ilibject uaicu U ks/a appropriation bul or on* codifying,
rotileg, or rs*na«|»R| stinlRj Is*. M i ftl swrgprtatloM Hsll m» gfigffld 1B
ApnmtiHniom. The labjoct of «*eh bl bsil be CrPnUeA inthe dtk. Tbs caasttty tiinte
Criili OC "Be itotur:eri by the Le|t*IPmr« of the Sure of ALuks."

Tmjikmu *AAA

nu sdi;j o Atciruu watt"o es. T
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validity of die appropriations It potentially subject to a aonftivotout that
the appropriation! violate the confinement requirement of the Alaska Constitution.
The outcome of such a challenge Is the state courts Zsot certain. The power of the
legislature to appropriate unobligated fundi is the state treasury &5 esicnsfvc, but
precedent from other states suggests that the appropriation* at Issue here may be
violative of the «os£&eaeat requirement

To avoid the tiglly. ugncc* of a eto roptiati

A T 566, 1716) 01 70, SLA, 1005 6 e, 10, th. 10 SLA 1008 e 1, D
22*23, the legislature cruld retroactively amend AS 4£0&010(c), by substantive
temporary or permanent law, to allow the fund to be used for projects such as the

rehabilitation of the state emergencx‘operaﬁon center.

If 1 may be of further assistance, please advise.

ﬁztﬁﬁﬁ.gle
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17
18
19
20
21
22
23
24
25

administrative services E-raail

Department of Labor for workers' compensation
records imaging

Department of Commerce and Economic Development
for data processing system enhancement

Department of Pudic Safety for astaiewice lav

enforoement ceta processing system
Alaska Court System for an imaging system

40,000

383,800

400,000

00000
207,500

(b) The sum of S50,000 is appropriated from the receipts of the Alaska Commission
on Postsecondary Education to the Department of Education, Alaska Commission on

Postsecondary Education for borrower records data imaging analysis.

(c) The sumof8430,000 is appropriated from the oil and hazardous substance release
response fir i (AS 46.08.010) to the Department of Military and Veterans' Affairs fqr

emergency operation center enhancements,

(d) An appropriation made by (a) - (c) of this section may not be expended until the
office of management and budget certifies that the project is consistent with the
recommendations from the Telecommunications Information Council after completion of the
council’s studies begun in the fiscal year ending June 30, 1992. A department that receives
an appropriation made by (a) * (c) of this section shall report to the Legislative Budget and
Audit Committee on the status of the project for which the appropriation was received no later

than December  1993.

* Sec. 18. Federal or other program receipts as defined under AS 37.05.146 that exceed
the amount appropriated in secs. 19 and 20 of this Act are appropriated conditioned upon

compliance with the program review provisions of AS 37.07.080(h).
(SECTION 19 OF THIS ACT BEGINS ON PAGE 7)

HCS CSSB 183(FIN 6.

Wav Ttyt Undarlinoti (PtiSTED TEXT BMCXZTSD)

SB01&3e
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1 pipercment of Commerce and Economic Development (eont.)

i ‘Appropriation Appropriation Fund Sources

j Allocation* Item* Ceneral 7und Ocher Funds
Alternative end Applied Energy *e 500,000 500,000

5 Technology Development (ED 99)

C Relmfeureable Authority (ED 99) 100,000 100,000

7 Electrical Service Ixceneion Orane 500,000 500,000

8 Program (ro 99)

9 Create co Named aeoiptentsi

10 (Ad 37.81.315)

11 Aretle winter Game* (EC 39) 250,000 250,000

12 Team Alaska Support Pundiny (ss 99) 134,000 134,000

14 DepartmentOf Militaryand vateraas Affaire o e e o o e

15 f o ®© ®© ® * H oo eo*e

15 Stetevide. Environmental COfBpliane# 3,000,000 3,000,000

17 AeeeorAtion Project! (ZD 99)

IB Army Guard Pacilltlee: Deferred 4,220,200 1,035,000 3,145.200

19 Maintenance (80 99)

20 FairDanks Armory/Organizational 100,000 100,000

21 Maintenance Shop Design (S0 25*34)

~~mergency Operation Center 549,000 >41.000

23 Enhancement! (ID 99)

24 ialaaao i

25 e * e e e e Departaant of natural Reeourcaa - - o e

24 e * k k x 4 e ® ® ®  *

27 Contaminated Site Cleanup/ 454,000 454.000

21 Aaeassaant

29 Childs Pad, Deadhorae 290,000

30 Contaminated Sice Cleanup/

31 Assessment (CD 37)

32  Forward Alaska Pad, Dcadhoree 200,000

33 Contaminated Site Cleanup/

A Assessment (ED 37)

35 Seldotna, Peninsula Creenhouoe 41.000

34 Contaminated Site Cleanup/

37 Aeeeaement (KD 9)

Page 14
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AMENDMENT

OFFERED IN THE SENATE
TO: CSSB 215(RES) *

Pace 1, line 10 following
Delete "and”

Pece 1, line 11, following "surcharges;™

Insert "and authorizing appropriation to the underground storage tank
assistance fund of a portion of reimbursements for expenditures related to the Exxon
Valdez ail spill"

Pace 1, following line 12
Insen a new bill sedion to reedt
"* Section 1. FAINDING AND DETERMINATION FOR SECTION 4. The legidlature

(1) finds ad dedares that the rdlease of petrdeum from or assodated with
underground petrdeum diarage tarks presaris ared and substantidl thredt to the pulbdlic heslth
and welfare, to the environment, and to the econany of the Sate; ad

() detemines thet it is in the best interest of the date ad its diizens o
finance aportion of the Starage tank assistanoe fund out of reimoursed expenditures received
by the State for eqpenses rdated to the Bxxon Valdez ail spill."

Page 2 line I
Delete "* Section 1"
SENATE FINANCE | .
Insen "* Sec 2" coMMITTEE  (])
Arendnet Number:
Bill Nomber; s « 2 ++
Renumber the following bill secions accordingly. Sposa.
bk o Logoed In By.

Page 2, line 25, after "section":



851 107D.2
Insen "and allowed under fc) of this section'”

Page 3, following line 6.
Insen anew bill section to reect
"* Sac 4. AS 37.14.410 is averded by adding a new subsedtion to reedt
© Notwithstanding the requireent of (b) of tins sedtion, the legislating r.,ay

aporgriate to the starage tank assisiance fund estalished in AS 46.08410 a portion

of the reimbourseent for expenditures thet are received by the date under (@) of this
sedtion ad thet are credited or suljedt to credit to the oil and hezardous substance
rdlease contingency and aoeterrent mitigation acoourt.”

Renumber the following bill sections accordingly.

Pae 19 line 1
Delete "sec. 1"
Insert "sec. 2

Pace 19 line 25
Delete "sec. 10°
Insert "sec. 12

Page 19, line 28
Deete "sec. 10°
Insen "sec. 12

Pace 19, line 3L
Deete "sscs. 5ad 6°
Insen "secs 7 ad 8'

Page 20, line I
Dedete "Section 16" .
Insen "Section 18"
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Paoe 20, line 5:

Delete "sec. 33

Insert "sec. B’
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« MEMO
TO: Bill Miles, Aide
Senator Drue Pearce, Co-Chair Finance
FROM: Annette Kreitzer, Aide At
Senator Loren Lemantl/
DATE: March 2, 1994
RE: Correcting Amendment to SB 215

Senators Pearce and Leman discussed Amendment #8 which was proposed by
Leman and adopted in the Senate Resources Committee. Amendment #8 did not
accomplish what Senator Leman intended as an inflation proofing mechanism for the
response account.

Attached is an amendment which removes the language of Amendment #8 and inserts
language which will NOT trigger on and off the .025 cent tax. The new amendment
(LS1107VvX.1 by Chenoweth) allows part of the interest earned on the response
account ($50 million account) to be appropriated back into the account to maintain $50
million in “real dollars" in the future. The balance of the interest earned may be
appropriated to DEC for its oil and hazardous substance operations.

SENATE ANANCE
Averdmet Nnber * woditru
Bill Number: 10 his+
Sponsor Daajrkjc |
Logoed In By b
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AMENDMENT

OFFERED IN THE SENATE riY SENATOR LEMAN
TO: CSSB 215(RES)

Pae 5 lines 17 - 19

Delete "the target anmourt of the uresarved and unobligated belance in the response
aooount, as determined under (€) of this sediion”

Insen "$50,000,000"

Pace 5 line 27, through pece 6, line 2
Delete all metend.

Reletter the following subsedion acoordingly.

Pae 6 lines4ad s
Delete "the amount determined under (€) of this sedtion'”
Insen "$60,000,000"

Page 10 line 1
Ddete "the balance of the fund"”

Insen "the balances of
() the ol ad hazarfjus Substances release
contingency and abatement mitigation acoount: and
(ii! the response accourt, but onlv to the extent the
interest accrued on the respanse account exoseds the amount

determined under AS 460802SE)(AV

Pace 11, line 7, after "AS 46.08.045(8)(2)":
Insen ad



81 SI10MX.1

@ interest aoaued an the belanoe of the response acoournt, Nat 1o
exceed the amount detemined by applying to the belance of the response accout an
the first day of the Sate fiscal year the rate determrined under AS 37.13.145(c)(2) ad
(2 for the previous date fiscal year”



AMENDMENT

OFFERED IN THE SENATE:
TO: CSSB 21*(RES) (Version D)

Page 4, lines 21-22:

Delete “the amount of the unreserved and unobligated balance in the
response account, as determined un der (e) of this section”

Insert "$50,000,000”

Page 4, line 31, through page 5, line 13:
Delete all material.

Reletter the following subsection accordingly.

Page 5, lines 15 and 16:
Delete “the amount cietermined under (e) of this section”
Insert “$50,000,000"

Page 9, line 12:
Delete “the balance of the fund”
Insert the balances of
0) the oil and hazardous substances release
contingency and abatement mitigation account: and
(ii)  the response account, but only to the extent the
inverest accrued on the response account exceeds the amount

determined under AS 46,08.025(aK4),,

Page 10, line 18, after “AS 46.08.045(a)(2)":
Insert and

(4) interest accrued on the balance of the response account, not to exceed the
amount determined by applying to the balance of the response account on the first day
of the state fiscal year the rate determined under AS 37.13.145(c)(1) and (2) for the
previous state fiscal year"

SENATE FINANCE
COMMITTEE

Amendment Number:S S L -

ggon_ 0L
NSOr.
Logged INBy:—P A —
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Senate Dcsirir: (j
Senate

To: Senator Drue Pearce, Co-Chairman
Senate Finance Committee

From: Senator Mike Miller
Re: CS Senate Bill 215(Res)
Date: February 28, 1994

Attached is the packet for Senate Bill 215, scheduled for a hearing in
Senate Finance at 9:00 AM, Tuesday, March 1, 1994.

| wish to draw your special attention to the first two items in the
packet.

The first two documents in the packet are copies of amendments
offered by Senator Zharoff which failed adoption but which | agreed
to transmit to your committee for consideration.

The next document is a memo from Jack Chenoweth of Legal Services
which wes transmitted to me with a version "X" of SB 215. Mr.
Chenoweth makes several recommendations which he thought
appropriate to include in the bill after reviewing the amendments
adopted by and discharged from the Resources Committee on
Tuesday, February 22, 1994. | felt it inappropriate to transmit to the
Finance Committee a CS that included more revisions than those
which were formally adopted by Senate Resources during the final
full-committee hearing on the bill. However, | believe Mr.
Chenoweth's suggestions are certainly worthy of consideration and
am forwarding a copy of his memorandum of 2/23/94 for your
review.
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AMENDMENT

OFFERED IN THE SENATE BY SENATOR ZHAROFF
TO: CSSB 215(RES) 0" Version

Bverywhere thet reference is meck to "catastrgphic oil rdease response aooount,” revise 1o
renove "catastrophic oil rdease’ S0 thet the reference will say response acoourt”

Bverywhere thet reference is mack to "catastrgphic ol rdlease response mitigation acoourt,”
revise to remove "catastrophic ol rdlease”’ 0 thet the reference will say "response mitigation
aooourt”

Pae 2 lines 3- 24
Delete all metenid ad insart:
" Section 1 AS 20.60510(3) is arended to reedt
@ Subject to fh) of this section, the [THE] commissioner may Lse noney
from the oil ad hezardous sUbdance rdease prevention and resoonse fund to meke
gats to a municipality or \illage thet is affected by the rdeese of oil or a
hazardous sustance or by the response to the rdeese and thet denonstrates thet the
rdleese or regoonse to the reieese invalves extraordinary expenditures thet are beyord
the reesordlde capahility of the municipality or village to negt from the current
revenue sources of the municipality or village if
(D the govermor detenmines that the [A] rdease of ail or a hezardous
sUsance consists of [EXCEEDS 2500 BARRELS OF O, OR EXCEEDS] an
amout [OF A HAZARDOUS SUBSTANCE] thet, when rdeesed into the
environment, presents athreat to the econamy and puldiic welfare of the municipalities
ad Mllages affected by it [AT LEAST EQUIVALENT IN EFECT TO THE
BHECT OF A REEASE CF OIL IN AN AMOUNT DEANED BY THIS
PARAGRAPH;
(@ THE RALEASE HAS BEEN PROCLAIMED A DISASTER
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EVERGENCY BY THE GOVERNOR UNDER AS 2623020}, ad
@ [3)] the govemar finds thet
[(A) THE RELEEASE OF THE OL OR HAZARDOUS
SUBSTANCE INTO THE ENMIRONMENT PRESENTS A REAL AND
SUBSTANTIAL THREAT TO THE ECONOMY AND PUBLIC WELFARE
OF THE MUNICIPALITIES AND VILLAGES THAT ARE AHECTED BY
THE RELEASE AND BY THE RESULTANT ACTIVITIES TO CONTAIN
AND CLEAN UP THE RELEASE, AND
(B)] it isin the best interest of the Sate to pay the expensss
incured by munidpalides and villages to mitigate the sodd and econamic
effects thet arise aut of the rdease of the oil or the hezardous substance ad
the resuitant deanup activities.
* S 2 AS 2060510() is repeded ad reenected to react
(b) V\hen auihanized to meke garts under this sedion,
(D for each rdease or threatened rdease of oil or a hazardous
Sustance for which the conmissioner of ervronmental consarvation may, under
AS 46.08.045@a), expend noney from the response acoourt in the fund, and sulject
to agrearent with the commissioner of environmental consarvation &s to the anount
of morey in the fund thet may be wsed by the departmant to neke gans, the
commissioner mey expend nat nore then $10,000,000 of the unrestricted balance of
the response accourt in the fund for gats authorized under this sedtion; if the
conmmissioner ad the commissioner of environmental conservation do ot ageee n
the amount of money in the response acoourt in the funu thet may e ussd by tte
Oepartment to meke garts under AS 29.60.500- 20.680.590 for ardease or threatened
rdeese of ail or ahezardous sUsiance, the governor shall meke the determination;
() for each rdese or threatened rdesse of oll or a hezardous
Substance for which noney may nat ke eqpended from the response acoount, ad
sulject to gppropriation of money in the fund thet may ke usad by the department to
meke gats, the commissioner may expend not nore then the amount gpproprated
from the oil and hezardous substanoes rdease contingency and aoeterment acoourt in
the fund for gats authorized under this section.”
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Page 8, line 19:
After "of oil”:
Insen "or a hazardous substance"
After "address"
Delete "oil"
Insen “those"

Page 8, line 23:
Delete "an oil"

Insen "a"

Page 9, line 27:

Delete "catastrophic oil"

After "discharge"

Insen "the costs of containment and cleanup of which were paid from the account
established in AS 46.08.025"

Page 10, line 4:

Delete "tatastrophic oil"

After "discharge"

Insen "the costs of containment and cleanup of which were paid from the account
established in AS 46.08.025"

Page 11, line 4, after “discharge™:
Insen ™, or a discharge for the containment and cleanup of which the governor issued
an administrative order under AS 46.08.045(a)(2),"

Page 11, line 10, after "discharge™:
Insen Mbr a discharge for the containment and cleanup of which the governor issued

an administrative order under AS 46.08.045(a)(2)"

Page 11, line 26:
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Delete "[OR A HAZARDOUS SUBSTANCE]"
Insen "or a hazardous substance"

Page 11, lines 28 - 29:
Delete "[OR A HAZARDOUS SUBSTANCE]"
Insen "or a hazardous substance"

Page 12, line 29:
Delete "[OR A HAZARDOUS SUBSTANCE]"
Insen "or a hazardous substance"

Page 13, line 2
Delete "an oil"

Insen "a"

Page 13, line 5:
Delete "an oil"

Insen "a"

Page 13, line 9:
Delete "an oil"

Insen "a"

Page 13, line 30, after "oil release™
Insen 'or a release for the containment and cleanup of which the governor issued
an administrative order under AS 46.08.045(aW2)"

Page 15, line 9:
Delete "of ail"

Page 15, line 12, after "threatened release":
Insen "of oil or a hazardous substance”

4-
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Page 15, line 15:
Delete "of oil"

Page 15, line 29:
Delete "oil"

Page 18, line 30:
Delete "AS 29.60.510(a)"

Page 18, line 31:
Delete *'29.60.560(e)(1)"
Insen "AS 29.60.560(e)(1)"

Page 19, line 4:
Delete "'sec. 1"
Insen "the reenactment of AS 29.60.510(b) made by sec. 2"

Page 19, line 26:
Delete "sec. 12"
Insen "sec. 13"

Page 19, line 30:
Delete "sec. 12"

Insen "'sec. 13"

Page 20, line 2:
Delete "secs. 5 and 6"

Insen "secs. 6 and 7"

Page 20, line 3:
Delete "'sec. 6"
Insert ''sec. 7"
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AMENDMENT

OFFERED IN THE SENATE
TO: CSSB 215(RES) "D" Version

Page 8, line 15, after "depots™
Insen "and for containment or cleanup activities related to restoration of an
unsafe public drinking water supply or the provision of a source of clean public

drinking water"

Page 16, following line 30:
Insen the following new bill sections to read:
"* Sec. 22. AS 46.08.070(a) is amended to read:

(a) Except as provided in fd) of this section, the [THE] commissioner shall
seek reimbursement promptly unuer this section, AS 46.03.760(e), or federal law for
the cost incuned in the cleanup or containment of oil or a hazardous substance that
has been released.

* Sec. 23. AS 46.08.070(b) is amended to read:

(b) Except as provided in Cdl of this section, the [THE] attorney general,
at che request of the commissioner, shall immediately seek to recover money expended
by the department under AS 46.08.005 - 46.08.080 or other law to contain and clean
up oil or a hazardous substance that has been released or to control the threatened
release of oil or a hazardous substance.

* Sec. 24. *3 4005070 is amended by adding a new subsection to read:

(d)  Notwithstanding (a) and (b) of this section, the state may not seek
reimbursement or recover/ of containment and cleanup costs incurred to restore an
unsafe public drinking water supply or co provide a source of clean public drinking
water from a village if the village, as defined in AS 46.07.080, is a party responsible

for the release that caused the water supply to become unsafe."”
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Renumber the following bill sections accordingly.

Page 17, following line 19:
Insert a new bill section to read:
"* Sec. 27. AS 46.08.900(3) is amended to read:

(3) "containment and cleanup™
(A) means [INCLUDES]
fi) the direct and indirect efforts associated with the
prevention, abatement, containment, or removal of oil or a hazardous
substance, and the restoration of the environment: and
Oil the restoration of an unsafe public drinking
water supply or the provision of a source of clean public drinking
water:
IB) when applied to
() expenses [, THE TERM] includes the additional
costs of providing a reasonable and appropriate function or service
incurred in response to the release of the oil or hazardous substance,
including administrative expenses for the incremental costs of
providing che function or service; and
(i)  public drinking water includes, bv wav of
example and not of limitation, a well with pumping facilities or the
means bv which surface water is treated so it is safe and healthful
for use, but does not include a svstem of pipes and other facilities
bv which the water is distributed to households for use:"

Renumber the following bill sections accordingly.

Page 20, line 5:

Delete "sec. 33"

Insert "sec. 37"



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA
(907) 465-3867 or 405-2450

F.'iX (907) 465-2029 130 Seward Sired, Suite 409
Mail Slop 3101 Juneau, Alaska 99801- 2:05

MEMORANDUM February 23, 1994
SUBJECT: CSSB 215 (Resources) (Work Order No. 8-LS1107\X)
TO: Senator Mike Miller, Chair

Senate Resources Committee

ATTN " - -
FROM: Jack C

Legish

These comments accompany a draft based on the drafting instructions in your
February 22 memo.

In this version, bill section 1is new. Because of the revision of the circumstances
under which the administration may draw money from the response account, the
material in existing AS 29.60.510(a) is dated. | have revised in light of the changes
directed by the committee in AS 46.08.045(a).

In bill section 2, in light of the change made by the incorporation o5 the “inflation-
proofing" provision, should the reference to "$10,000,000" be revised to read "one-fifth
of the account balance™ or something comparable?

In the bill’s section 6, apparently my method of performing the inflation proofing
calculation was incomplete. See my revision at the end of (e)(2).

In the Dbill’s section 10, in order to not mislead anyone into thinking otherwise, |
propose to make sure that the response account is available only for s;gnificant
spills—see my addition of the cross-reference to AS 46.08.045.

Throughout the bill, now that "catastrophic oil release response account™ has been
shortened to simply "response account,” may we not go through and, in like fashion,
shorten "oil and hazardous substances release contingency and abatement account™
to just '"contingency and abatement account™?



Senator Mike Miller
February 23, 1994
Page 2

| propose to retain the bill’s section 27 because it supports a reference to a
catastrophic oil discharge that appears in AS 46.08.130(b) and for which a definition
is not now provided, and that appears in AS 46.08.045(a)(1), added by this Act.

| propose to retain the bill’s section 33 in the event one house or the other fails to
give the measure the two-third vote necessary for the effective date clause.

Finally, before letting go of this bill, you may want to ask the Department of
Environmental Conservation to walk through AS 46.08.020(a)--section 16 in this
lersion--to make sure that the split of the purposes for which money in the fund’s two
accounts may be expended (1) does not overlap and (2) leaves no gaps. Idon’t know
enough abouf how they've operated from the existing single fund to feel confident
that the split set out in this subsection (a) of AS 46.08.020 won’t cause some practical
problems. Note that AS 46.08.020(2)(A) doesn’t include releases covered by
administrative orders under AS '16.08.045(a)(2), and that AS 46.08.040(a)(1)(B) is
limited to ojl releases.

JBC:mi
94-039. mai

Enclosure



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

(907) 465-3867 or 465-2450
F/1X (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105

MEMORANDUM February 28, 1994

SUBJECT: CSSB 215 (Resources) - Sectional analysis (Work Order No.

8LS-1107D)
TO: Senator Mike Miller, Chair

Senate Resources Committee
ATTN: Teresa Sager-Stancliff

FROM:

As it has been reported from the Senate Resources Committee, the bill substantially
revises the oil and hazardous substance release response fund (*'470 Fund") and the
purposes for which that fund may be expended, and replaces the nickel-per-barrel oil
conservation surcharge with two new oil surcharges.

A :.ndments generally related to the oil and hazardous substance release response
("'470") fund:

The hill establishes a series of funds and accounts:

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

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

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



Senator Mike Miller
February 28, 1994
Page 2

With reference to this collection of funds and accounts:

Bill section 9 amends the statement of purpose underpinning the oil and hazardous
substance release response fund chapter (AS 46.08) by restating the chapter’s
Durpose in light of the amendments made to the chapter and to related provisions.

Bill section 10 identifies the two accounts that constitute that fund.

Bill section 11 makes a related substitution of a reference to "account" for fund and
inserts language to emphasize the point that the fund and each of its two accounts
are intended to be non-lapsing, with balances available from one fiscal year to

another.

The changes made in bill section 12 reflect the repeal of AS 46.08.040(d)--use of the
fund as a source of money for construction of ferries-elsewhere in the bill and the
insertion of authority to use money in the oil and hazardous substances release
contingency and abatement account to support acquisition of necessary equipment
for placement in response depots.

Bill section 13, revising AS 46.08.020, expands the number of sources from which the
oil and hazardous substances release contingency and abatement account and its
companion mitigation account may be financed.

Bill section 14, adding a parallel section, AS 46.08.025, enumerates the sources from
which the release response account and its companion mitigation account may be
financed.

Bill section IS: The amendments made by this bill section to AS 46.08.040(a) revise
the objectives for which money in the current oil and hazardous substance release
response fund may be spent and allocate those objectives to the two accounts.
Generally, purposes except activity directly related to containment and cleanup of a
significant release or threatened release of oil or a hazardous substance and for
related cleanup activity cost recovery purposes are to be addressed by money in the
oil and hazardous substance release contingency and abatement account. Activities
directly related to containment and cleanup of a significant release or threatened
release of oil or a hazardous substance and those involving related cleanup activity
cost recovery purposes are to be met from the fund’s response account. In addition
to allocating permissible objectives of expenditure between the two accounts, the
enumeration of the purposes for which the oil and hazardous substances release
response account may be used expands the list of permissible uses from those that
are enumerated in current law in order to allow acquisition of equipment for the
response depots.
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Page 3

Bill section 16 is a further amendment to proposed AS 46.08.040(a)(2)(E) made
contingent upon passage of a version of Senate Bill 33 that would shift responsibility
for the activities of the State Emergency Response Commission from the Department
0 'Environmental Conservation to the Department of Military and Veterans’ Affairs.
Under bill section 33, this provision is given an effective date tied to passage of SEL
33.

Bill section 17: Under the bill section as amended, a specific appropriation from
either account in the oil and hazardous substance release prevention and response
fund would still be required before money could be used for any purpose apart from
initiation of immediate response action when authorized by AS 46.08.040(a)(1)(A)..

Bill section 18 forecloses the use of the money in the fund for construction of marine
highway vessels. That change is further buttressed by repeal of references to that
authority in AS 19.65 in bill section 28.

Bill section 19: This section modifies the authority of the commissioner of
environmental conservation to draw from the fund’s response account. Under the
changes made, in addition to being able to draw from the account under 045(a)(1)
to respond to an actual or threatened catastrophic oil release, the commissioner may
draw from the account under 045(a)(2) to cover other actual or threatened oil or
hazardous substance releases. Procedurally, the commissioner is required to submit
a report to the governor within 120 hours relating to use of the money in the account,
and the governor should ratify that action by issuing an administrative order. The
remaining provisions of the bill section describe the content of the report. A
provision that is in conflict with the changes proposed by this bill section, AS 46.08.-
040(b) is repealed in bill section 28.

Bill section 20, relating to annual reporting requirements relating to the fund, makes
additional changes reflecting the division of the fund into two accounts, and removes
a requirement relating to the contents of the commissioner of environmental

conservation’s annual report.

Bill section 21 conforms references in current law to activities undertaken using
money drawn from the fund.

With the modification of the uses of the fund and changes in key definitions noted
below, bill sections 22 and 23 make a series of conforming changes in the section
addressing cost recovery.

The bill seeks to provide consistency of treatment in its use, in AS 46.08, of the terms
“release” and “threatened release.” _BIII section 24 provides a technically revised
definition of "release™ and bill section 25 substantively amends the definition of

"threatened release."
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Bill section 26 supplies a definition of "catastrophic oil discharge” for AS 46.08. The
term appears in current law and is added in at least one new section by this oill.

The bill renames the "oil and hazardous ‘ubstai ce release response fund™ as the "oil
and hazardous substance release prevention and response fund." Rather than set out
that change in each other place where it needs to be made, bill section 29 directs the
revisor of statutes to make the change editorially in places where that change is

appropriate.

With division of the fund into two accounts and modification of the mechanism by
which the response account may be tapped, bill section 1 incorporates amendment
by which there is a differentiation made between the two accounts for the purpose
of making disaster response grants to municipalities.

With the division of the existing fund into two accounts, bill section 3 makes a
drafting change related to the handling of the current material in the immediately

preceding bill section.

AS 44.46.025(a)(4) and (5) authorize the Department of Environmental Conservation
to collect fees for certain activities for which, under proposed AS 46.08.040(a)(2)(C)-
(i) and (iv) the oil and hazardous substances release contingency and abatement
account may be tapped. Repeal of AS 44.46.025(a)(4) and (5) by bill section 28
repeals the fee collecting authority.

Il
Amendments related to the lew and collection of the oil conservation surcharge:

In its sections 3 - 8, the bill eliminates the current nickel-per-barrel oil conservation
surcharge, replacing it with a pair of new surcharges, each levied at 2 1/2 cents per
barrel. Certain of the key provisions are generally modelled after the current
provisions relating to levy and collection of the nickel-per-barrel oil conservation
surcharge, but are revised to shift the basis for making determinations of the
termination and reimposition feature of one of the two surcharges from a cumulative
basis to a fiscal year-by-fiscu! year basis.

Bill section 3: This section imposes a new conservation surcharge at the rate of $.025
per barrel.

Bill section 4 directs the deposit of this surcharge to a special account and, from
there, by appropriation, to the "response account™ in the fund.
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Bill section 5 sets out the conditions under which the severance tax surcharge shall
be suspended or reimposed, revising the factors that trigger levy and collection of the
surcharge as it supports the response account.

Bill section 6 amends the mechanism by which the surcharge on/surcharge off trigger
shall be computed.

Bill section 7 imposes a second per barrel surcharge of $.025 and, through a special
account in the general fund, authorizes appropriation of the money received from it
into the "oil and hazardous substance release contingency and abatement account."

Bill section 8 provides a revised definition for the term "surcharge.”

The existing oil conservation surcharge provisions of AS 43.55 are repealed by bill
section 28.

/1 related provision, bill section 30, is inserted by way of clarification of how
appropriations, if any, made to the spill reserve fund, mentioned within the text of
AS 29.60.510(b), are to be treated for purposes of determining whether they are to
be treated as expenditures from the oil and hazardous substance release response
fund in conjunction with the factors applicable to suspension or reimposition of the
severance tax conservation surcharge. (Since, in bill section 1, the statutory reference
to "spill reserve™ would be repealed, the provision is drafted as an uncodified,
temporary law section with a limited applicability.)

Bill section 31 is an additional "blackmail" clause intended to require that the full
amount of the fiscal year end balance of the current "spill reserve" be shifted, without
reduction, into the new "response account™ of the fund.

Another related provision, bill section 32, sets out a transition mechanism for
amounfs collected under the nickel-per-barrel surcharge after June 30,1994, and until
the effective date of this Act, in the event the measure fails to obtain the two-thirds

vote for the bill’s proposed effective date.

*

Excepting only the contingent effective date tied to passage of SB 33 for the transfer
of functions of the State Emergency Response Commission, bill section 34 gives the

bill a July 1, 1994, effective date.

JBC:mi
94-042.mali



MEMORANDUM State of A laska

Department of Environmental Conservation

TO: Shelby Stasiny, Director DATE: October 1, 1993
Office of Management and Budget
FILE NO:
THRU: TELEPHONE NO: 465-5010
FROM: \Icjhn Sandor, Commissioner SUBJECT: FY95 Response Fund

Budget Requests

This memo outlines the process DEC followed to receive and evaluate other agency
Oil and Hazardous Release Response Fund (Response Fund) FY95 budget requests
and describes the recommendations precipitated from that process.

On August 24, 1993, a memo soliciting Response Fund project requests was sent to
each department that had received or requested Response Funds in the past.
Responses to this solicitation were compiled and reviewed by the Divisirns of Spill
Prevention and Response, (SPAR) (Mike Conway), Information and Administrative
Services, (IAS) (Bob Poe), and the Commissioner's Office (Mead Treadwell).
Comments and priority rankings for each project were compiled and then reviewed as
a team. | thoroughly reviewed each request, the "review team’s” comments and held
a subsequent meeting to discuss our findings.

Attached you will find copies of each departmental request received as well as a

summary sheet of comments and project rankings. This document is titled "FY95
Response Fund Requests & Rankings”. The criteria used for ranking requests as
either a "high", mmedium™, or "low” priority is based on programs or projects CEC

"must do", "should do", or "could do”, respectively.

The final recommendations of the Department are listed in the attached spreadsheet
titled "FY95 Reeponse Fund Requests”, under the heading "FY95 DEC to OMB”. You
will also find a column that reflects the original request received, as well as the
amount approved in the FY94 budget. These recommendations are also listed on the
"Response Fund Administration” component C22 Interagency Transfer form, under the
BRU, "Information and Administrative Services". Last fiscal year, this component was
under the Spill Prevention and Response BRU. We propose that this component be
moved to IAS as the resources to manage and administer these funds are locatsd in

that Division.



Shelby Stastny October 1, 1993

personnel to bm trained in hazardous substance risks and supports this request. We
have recommended funding at $50,000 for the manual development and ask that a
plan on how training will be accomplished state-wide be presented to DEC before the
actual training efforts commence. DEC concurs with the $12,000 request for SERC
participation.

Department of Law (DOL). DOL asked for a continuation l«vel of Response Fund
funding for FY95. DEC has recommenced their request for $350,000 for Exxon
Valdez litigation be reduced to $300,000 with the intent that the $50,.,00 contractual
line be eliminated. In addition, DEC recommends that the $655,000 request for cost
recovery, enforcement and responsible party identification efforts be reduced to
$500,000. We believe the reduced amount is sufficient to cover the Department's

legal needs in this area.

Department of Public Safety (DPS). DEC did not receive a request from the DPS.
Tne Department would like their continued participation in the SERC, so we have '
requested $8,000 for that purpose. In addition, DEC would also like to see continued
DPS involvement in the environmental crimes unit. We are recommending a
continuation level funding of $50,000 for this effort.

University of Alaska (UA). Similarly, DEC did not receive a request from the UA.
DEC requests continuation level fundhg”of $200,000 from the Response Fund for
University research and development.

The funding for increases in health care costs has been included in DEC'S request as
follows: SPAR, Director's Office reflects a $16,000 increase; Environmental Quality,
Director's Office reflects a $24,200 allocation for these costs; and Administrative
Services shows a $5,900 increase.

You will notice no requests for capital projects were considered. DEC’S policy on
these state contaminated sites will be as follows: For those sites where the potentially
responsible party (PRP) is a state agency, we recommend funding cleanup from the
State General Fund. If the PRP is an entity other than a state agency, it should be
ranked using the state hazards model and placed on the list of other sites awaiting
cleanup. Of course, rthe Regional Administrator in the site area deems the situation
an imminent or substantial threat, it is appropnate to use the spill reserve.

Thank you for your consideration on these requests and DEC recommendations. We
took forward to mooting with you to further discuss our rationale for the funding levels
we present here. Again, if the requesting agency would like to appeal these
recommendations, DEC envisions OMB involvement in any joint meetings to bring
resolution and consensus to such disagreements.
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Revenue  enhancement some should be expanded
through user fees should be further.
elevated to.a higher Enonty by | _
the assigning a task force of With perhaps two exceptions,
Professmnal staff from the Commissioner and, the
hroughout the department to South  Central  Regional
explore  additional fee Manager, there do not appear to
opportunities. be any managerial or
_ , supervisory spans “of control
10 The department's innovative that are too broad, and many
Coqperative  Community that may be too narrow.
Environmental . Agreements _
should be amatrix organization Cost . savm?s through
that links all of the DEC 'local reductions of supervisory
community-building" and personnel should be achieved.
"local community*
enhancement” activities and 12 The Department should
programs in a single conduct a policy analysis of two
community focus. ~A related subject areas concerning
community-centered matrix the Oil "~ and Hazardous
organization  should also Substance Release Response
include formal relationships Fund:
with other departments. _ |
_ A. How much spill reserve is
These departments include: enough?
M|I|,tar5é and  Veterans L
Affairs/Emergency Services The original intent of the
Community_“and” Regional legislation establishing the Eve
Affairs, . Commerce ~ and cents per harcei oil production
Economic  Development, surcharge appears to have been
Education, . Public ~Safety, to establish’ a S50 million spill
Trapsportation and Public reserve o prepare. the state for
Facilities, and Health and Social expenditures which ma>{ be
Services.  _Service 1o required to respond to a release
communities will be enhanced the magnitude of the March
and productivity  raised 1989 ExXkon Valdez spill.  The
through such team efforts. und balance has apparent®
, stabilized at about 520 million,
11 All DEC managerial spans of because most revenues
control should™ be carefully collected to date have been
reviewed to determine whether expended on operations related

to the aftermath of the Exxon

IV -33
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Valdez spill, and a variety of
other spills.

B. What are appropriate
expenditures from the fund?

Chapter 112 SLA 198 indicated
two _relatively [imited _ang
specific purposes for the Fund.
oth related to "future
discharges of ol or a hazardous
substance thaf Present a grave
and substantial threat t0 the
economy and the environment
of the state.

Since then, the number and
scope of uses of the surcharge
have expanded to include
virtually all past, present, and
future spills of oil or hazardous
substances. It appears timely to
review the present policy and
%ntedntmns for the use of"these
unds.

The liberal use of the Fund
appears to be driving up total
state s?endmg, with~ little
concern for efficlency.

The %\/PIH Prevention, P_Iannlng
and Management section an
the Spill Response Qffice have
overlapping functions and
should be consolidated,

The separate staff for the State
Underground Storage Tank
rogram and the staff to the
odrd of f'orage Tank

Assistance
consolidated.

IV -34

should

be



Source: "Alaska's Oil & Hazardous Substance Release Response Fund", Report By BCSB Marketing for
Prince William Sound Regional Citizen's Advisor Council, Oil Spill Prevention And Response Committee,
December 1992.

Page |



$25,000,000.00

$20,000,000.00

$15,000,000.00

$10,000,000.00

$5,000,000.00

$0.00

| Original Fiscal Noles

D Actual Appropriations

FY 90 FY 91 FY 92 FY 93 FY 94

Source: "Alaska's Oil & Hazardous Substance Release Response Fund", Report By BCSB Marketing for
Prince William Sound Regional Citizen's Advisor Council, Qil Spill Prevention And Response Committee,
December 1992.

Page 1



<’ IMIl-l @] PREVENTION RESPONSE PROGRAM!.

IDEC/0M5 95
Inudaet Reowesl

DEC - Spill Prevenilon and Response. Director 9S0 70
Government Preparedness 4057 40
Industry Preparedness 235190
Underground Storage Tanks 108.30
F.md Administration & Support 746.50
Director”s Office 123 00
Laooratory Operation & Maintenance 186 50
DCRA-SERC 13.50
DMVA/DES -SERC 11 00
DMVA/DES -Response Preparedness & Planning 210.00
DOA -PWS Communication System Maintenance 20 00
DOT/PF -SERC 5 50
DF&G -SERC 5.50
DF&G Industry Contingency Plan Reviews 45.40
DF&G - State & Regional Master Plan [ 14Q20
DH&SS -Response Training 12.00
Labor -SERC 50.00
LAW -Regional & Central Office 9.50
LAW -Assistance to Exxon Valdez Private Plaintiffs 151.60
L4W -SERC Guidance 330.00
LAW -RP Identification, Enforcement & Cost Recovery 25.00
DNR-SERC 655.20
DNR - Industry Contingency Plan Reviews 9.50
DNR -Slate & Regional Master Plan 92.50
DPS -Enviromental Crimes 124.60
DPS -SERC 50.00
U of A Research 200.00
TOTAL EXPENDITURES 10727.30
Revenues on 2 Cent Per Barrel (Per ADEC Estimate) 10400.00
Interest on Spill Reseive (50m, 5%) 2500.00
Exxon Valdez Reimbursements to Mitigation Account ($28
million Through the Year 2001 -Annual Amounts May Vary) 3500.00
MINIMUM TOTAL REVENUES AVAILABLE 16400.00
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?cent nii

e i"sW F1-,1" tr'F PROGRAMS AND CCN1 AMINATM *

Contaminated Sties

DEC < SPiil Prevention and Response. Director
Government Preparedness

Industry Preparedness

Underground Storage Tanks

Fund Administration & Suooon

Director"s Office

Laboratory Operation & Maintenance
DCRA-SERC

DMVA/DES -SERC

DMVA/DES -Response 3reparecness & Planning
DOA -PWS Communication System Maintenance
DOA -Two-way Radio Equipment Maintenance
DOT/PF -SERC

DF&G -SERC

DF&G Industry Contingency Plan Reviews

DF&G -Slate & Regional Master Plan

DH&SS -Response Training

Labor -SERC

LAW -Regional & Central Office

LAW -Assistance to Exxon Valdez Private Plaintiffs
LAW -SERC Guidance

LAW -RP Identiflcarlion, Enforcement & Cost Recovery

DNR -SERC
DNR - Industry Contingency Plan Reviews
DNR -Slate & Regional Master Plan
DPS - Enviromental Crimes
DPS -SERC
U of A Research
TOTAL EXPENDITURES

Revenues on 2 Cent Per Barrel (Per ADEC estimate)
Interest Spill Reserve (50m, 5%)

Exxon Valdez Reimbursements to Mitigation Account ($28
Million Through the Year 2001 -Annual Amounts May Vary)

MINIMUM TOTAL REVENUES AVAILABLE

Page 2

Jprogranm

DEC/CME F i 05

iBuoget Review

2747
SE0
4067
235%.
108
746
123
186
13
11
210
40
20

6
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45.
140.
.00

12

50.
.50

9

151.
330.
.00

25

655.
.50

92.
124.

50.
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.bo
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10400.
2500.

3500.
16400.

30
70
40
90
30
50
00
50
50
00
00
00
00
50
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40
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00

60
00

20

50
60
00
00

00
00

00
00



FY91 AND FY92
COUNCI 1, ON Oil, & HAZARDOUS SUBSTANCES CONTRACTS

Parker & Assoc iates J2/27/90-02/1 5/91 4.000.00 Write briefing papers re:

vessel fatigue, training,
vessel traffic safety, etc.

Fineberg, Richard 03/01/91.-04/U7/9J 2.000.00 Evaluate reg agency
per formanee
Hayden, Gary 09/06/92-0J3/3 1/92 3.000 .00 Research & prepare database
of concerned groups
Vogt, Deborah 09/23/91 -0.1/15/92 4,000.00 Research & prepare report on
AK"s ro.le and status as an
owner and shipper of crude oil
Fluetsch, David 1.0/01/9 L-0i/3 1/92 4.500.00 Develop an analysis of the
public®"s participation in
the development of oilL spill
response capability
requirements

Slieinberg Assoc 10/10/91-01/2G/92 39,000.00 Review Programs & Policies of

Alaska re: toxic subst spills
MerLz, Kemp 10/09/791-31/10/91 29,600.00 Review implemeutat ion of

Alaska®s oil spill prevention
response

Frank, Michael 11/07/79L-01/31/92 4,500.00 Research TAPS Authorization

Act, prepare summaries
Heiman, Marilyn 11/22/9.L-03/21/92 4,000.00 Prepare databases, reports,

recommendations Sec. 11, Ch.
Q2 cnA iqqi



Gatton, Gail

Jt Venture
Easton, Frank

Svancara

Gatton, Gail

Vogt, Deborah

Gallagher, Tom

Kelso, Dennis

Ileiman, Marilyn

FY91 AND FY92

COUNCIL ON OIL & HAZARDOUS SUBSTANCES CONTRACTS

12/16/91-0L/06/92

01/27/92-05/29/92

04/01/792-07/01/92

04/01/92-07/0L/92

04/20/92-06/30/92

05/15/92-09/01/92

05/10/92-10/15/792

5,000.

40,000.

5,000

5,000.

5,000.

5,000.

5,000.

00

00

.00

00

00

00

00

Provide Assistance to the
Council

Review permitting procedures &
processes re: air quality and
wastewater discharge permits.
Recommend statutory,
regulatory, or process
improvements

Collect info & evaluate agency
program implementation of key
pieces of State"s oil spill
prevention and response

pi aim ing

Collect info & evaluate agency
program implementation of key
pieces of State"s oil. spill
prevention and response
planni ng

Prepare Who"s Who directory
for oil spill, planning &
response activities

Assist in analyzing

recommendations of AK Oil
Spill Commission.

Research, document &
analyze oil discharges &

regulatory agencies” response
to discharges



SENATE COMMITTEE REr ">RT
FIRST COMMITTEE OF REFEhnAL

DATE: 5/8/93 FURTHER: FINANCE

Date of 5-Day Notice: m) / 9</ DATE TURNED

(in accordance with Uniform Rule 23) INTO OFFICE: (2/(:%/ oV
RESOURCES Committee considered SB 215

Oil and hazardous substance release response fund; repealing the aulhoriiy in law by which marine
highway vessels may be design*J and constructed; amending requirements relating to the revision
of state and regional master prevention and contingency plans; altering requirements applicable

to liens for recovery of state expenditures; efd.
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I I I M WALTER J. HICKEL. GOVERNOR

DEPT. OF EMVIROMMENTAL CONSERVATION

OFFICE OF THE COMMISSIONER Phone: (907) 465-5050
410 WILLOUGHBY AVENUE, SUITE 105 Fax: (907) 465-5070
JUNEAU, AK 99801-1795

FEBRPARY 16. 1994 SENATE FINANCE COMMITTEE HEARING ON C3 8B215
RELATING TO THE OIL i HAZARDOUS SUBSTANCE RELEASE RESPONSE FOND
8TATEMENT - JOHN BANDOR. COMMIS8IOUER. DEFf. OF ENVIRON. CONS.

Mr. Chairman, | appreciate the opportunity to again testify on
this proposed legislation. The Department appreciates the
Legislature's closely examining the Oil and Hazardous Substance
Release Response Fund and determining what opportunities there
are to amend and improve the process by which this fund is
managed and administered. We continue work with legislators
and committee staffs in search for a consensus approach and
common goals which will assure a strong prevention program to
reduce the risks of oil and hazardous substance spills, and a
strong response program which will leave no doubt as to the State
of Alaska's strong commitment to protect the environment, people
and communities from the adverse impacts of such spills.

I want to reiterate the Administration's very positive record of
improved management of the Response Fund. In 1991, | ordered an
Internal Audit of this fund, and for the past three years have
implemented a number of improvements in its management and
administration. As a result we have been able to increase the
fund balance of 6 million dollars in 1991 to 12 million in 1992,
24 million in 1993 and a projected balance of 37 million at the
end of 1994. We are well on our way to achieving our objective

of a 50 million dollar fund balance. A report of the Legislative
Budget and Audit review of the response fund will soon be
released.

| believe the Senate Resources subcommittee workshop involving
representatives of interested parties at the table was especially
productive. AIll parties presented important concerns which | hope
the Committee will address. One of the major concerns was the
shift of DEC General Funding to Fee Receipts. In FY 91, 61% of
DEC'S funding came from General Funds; now it is 29%.

Mr. Chairman, | want to again emphasize the Administration’s
strong commitment to environmental protection. When Governor
Hickel was Secretary of Interior, and the Santa Barbara off-shore
spill occurred, he instituted very dramatic changes in
governmental oversight to not only clean-up the spill, but to put
in place, prevention and response requirements that were tough
but reasonable. His liability and financial responsibility
requirements prompted some from the oil industry to seek his
dismissal. He did not waiver.



Page two - Senate Resources Committee Hearing - February 15, 1994

We cannot afford to be less vigilant. We cannot afford to forget
the lessons of the Exxon-Valdez Oil Spill. We cannot afford to
make Tfurther reductions in our oversight, prevention and response
capabilities. We cannot afford to be satisfied with half-time
environmental coverage on the North Slope. We cannot afford to
diminish our technical staffs even as we are reviewing the audits
of an aging pipeline. At the same time, we do want to continue

to improve the management of the Response Fund, and are carefully
analyzing various options to achieving that objective.

We continue to favor the proposed improvements in the operation
and management of the response fund that we have presented to the
Senate and House Natural Resource Committees. At the February 11,
1994 Committee workshop, we also reported the Department®s
analyses of various options to split the nickel. Through this
initial analysis we reported the 2 1/2 cent split of the nickel
does not enable us to meet pollution prevention, environmental
protection, response and restoration objectives. However, we
also reported the 3 cent prevention/operations and 2 cent
response split, with specific language changes could meet both
our environmental protection and fund management objectives. A
more thorough analysis by our accounting and financial management
staff confirm this, and Mr. Bob Poe, Response Fund Manager, can
provide a detailed briefing of this analysis.

At the February 11, 1994 workshop we also nresented a "draft
bill™ with the 3 cent prevention and 2 ceni_ response fund split.
This proposal restores the state"s ability to quickly respond to
all spills of oil and hazardous substances, as well as
restoration and research authorities, and assures adequate
funding of activities of the Department of Military and Veterans
Affairs (DMVA), and other agencies as the Legislature deems
appropriate. It strengthens both the reporting and cost recovery
requirements and provides for a report to the Governor of action
on catastrophic or other significant releases that appear to
require extraordinary action and funding. Although 1 still favor
this approach to revisions in the fund, a 3 cent prevention and
operations and 2 cent response alternative could be acceptable.
The draft we presented February 11 was developed jointly with the
Department of Law and has also been reviewed by others in the
Executive Branch.

The Department also received a re-draft of CS- SB215 (version 0),
and we have very serious concerns about a number of specific
provisions in that draft. These are included in an attachment to
this statement. Also enclosed is a comparison of three Response
Fund Restructuring Options when the nickel is split.
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Mr. Chairman, 1 want to again point out -chat we have had several
wake-up calls the last sixty days which should remind u - of our
vulnerability to accidents and natural disasters which will lead
to oil and hazardous substance spills: The ARCO North Slope
spill which was discovered the morning of i jcember 30, 1993; the
Overseas Ohio tanker vessel which hit an iceberg in Prince
William Sound just 25 miles south of Valdez on January 2nd, 1994
and the more recent Los Angeles Earthquake. We will continue to
have oil and hazardous substance spills, and must be prepared to
effectively ref;pond to them.

The State of Alaska must have strong and well-coordinated
prevention, response, clean-up and restoration programs to deal
with such 1incicients. The Alaska Division of Emergency Services
in DMVA, the DEC and other units of State government are working
together to achieve that objective.

Mr. Chairman, the Administration wants to work in partnership
with the Alaska Legislature to not only improve the management of
the response fund, but to also strengthen the State®"s prevention
and response capability. Our February 11, 1994 proposal achieves
that objective. A split funding formula which would allocate no
less than 3 cents for the prevention, contingency planning and
operations programs could also achieve that objective.

Thank you for the opportunity to participate in this hearing.

FILE:470FUND2



DEC'S MAJOR CONCERNS
CSSB 215 (RES)
(O VERSION 2M4/94)

* PROVIDES FOR FINAL SUSPENSION OF THE CATASTROPHIC (2-1/2 CENT)
SURCHARGE IF THIS LEGISLATURE DOES NOT APPROPRIATE THE ENTIRE
FUND BALANCE AT THE END OF THIS FISCAL YEAR, ESTIMATED TO BE $37.4
MILLION, TO THE CATASTROPHIC ACCOUNT. (SEC. 32; PAGE 19)

« RESPONSES TO HAZARDOUS SUBSTANCES ARE NOT WITHIN THE SCOPE OF
THE CATASTROPHIC RELEASE ACCOUNT. (SEC. 11; PAGE 8 AND SEC. 17;
PAGE 11)

* THE 2-1/2 CENT SPLIT IS INSUFFICIENT TO ADEQUATELY FUND THE
STATE'S PREVENTION AND NON-CATASTROPHIC RESPONSE PROGRAMS.

* REQUIRES AN "ADMINISTRATIVE ORDER" BY THE GOVERNOR WITHIN 5 DAYS
OF THE COMMISSIONER BECOMING AWARE OF A RELEASE IN ORDER TO
ACCESS THE CATASTROPHIC RELEASE ACCOUNT. (SEC. 20; PAGE 15)

* IT IS UNCLEAR WHETHER OR NOT RESPONSE CAN BEGIN BEFORE THE ORDER
IS ISSUED AND IF SO, WHETHER OR NOT THE STATE'S RESPONSE ACTION
WOULD HAVE TO STOP IF THE ORDER IS NOT ISSUED WITHIN THE 5 DAYS.

* THE CATASTROPHIC ACCOUNT WOULD RECEIVE ALL FINES AND PENALTIES
COLLECTED BY THE STATE FOR OIL RELEASES - POTENTIALLY GIVING THE
SPILLER THE BENEFIT OF THOSE FINES AND PENALTIES. (SEC. 16; PAGE 10)

« INCLUDES A DEFINITION FOR "THREATENED RELEASE." (SEC 26 AND SEC.
28; PAGE 18)



Response Fund Restructuring Options
Detailed Financial Comparison SB215 "O"

Original Proposal ~ SB 215 Version "0" DEC Proposal
50% Catastrophic 50% Catastrophic ~ 40% Response Fund
50% Abatement 50% Abatement 60% Prevention Fund
Fiscal Year 1995
Initial Benefit to Surcharge Payee $331 $518 $26.8
Beginning Balance of Response Fund
Beginning Balance of Spill Account $31.6 $50.3 $25.3
Beginning Balance of Abatement Account $316 $129 $379
Total .05 Surcharge Collected in FY95
Total Spill Surcharge Collected in FY95 $131 $0.0 $105
Total Abatement Surcharge Collected in FY95 $131 $131 $157
Prevention & Response Prgm. All Agencies $135 $135 $135
Estimated Spill Reserve Use $038 $0.8 $038
Estimated Cost Recovery $0.3 50.3 $0.3
Forward Funding for FY96 Program
Ending Balance of Response Fund
Ending Balance of Spill Account $316 $50.3 $245
Ending Balance of Abatement Account $173 ($1.4) $244
Total Cost to Surcharge Payee (57.2) ($39.0) (50.9)
SusFension and Reimposition Calculation $450 m wm M moum $353
Fiscal Year 1996
Beginning Balance of Response Fund
Beginning Balance of Spill Account $450 $50.6 $35 3
Beginning Balance of Abatement Account $304 $117 $01
Total 05 Surcharge Collected in FY96
Total Spill Surcharge Collected in FY96 $6.3 $0.0 510 1
Total Abatement Surcharge Collected in FY96 $12.7 $12.7 $152
Prevention & Response Prgm. All Agencies $139 $139 $139
Estimated Spill Reserve Use $0.8 $0.8 08
Estimated Cost Recovery $0.3 $03 $03
Forward Funding for FY97 Program
Ending Balance of Response Fund '
Ending Balance of Spill Account $450 $50.6 $34 5
Ending Balance nr Abatement Account $157 ($3.0) $26 2
Total Cost to Surcharge Payee $187 Si24 $250
Suspension and Reimposition Calculation 5516 $509 $44 9

h \home\bobp\SB2150.XLS
2/16/94 146 PM Page 1



Response Fund Restructuring Options
Detailed Financial Comparison 3B215 "0"

Original Proposal ~ SB 215 Version "0" DEC Proposal

50% Catastrophic 50% Catastrophic ~ 40% Response Fund
. 50% Abatement 50% Abatement  60% Prevention Fund

IFiscal Year 1997
Beginning Balance of Response Fund
Beginning Balance of Spill Account S51.6 $509 $449
Beginning Balance of Abatement Account $283 $96 $414
Total .05 Surcharge Collected in FY97
Total Spill Surcharge Collected in FY97 $00 $0.0 $7 4
Total Abatement Surcharge Collected ir -Y97 $124 $124 $149
Prevention & Response Prgm. All Agencies $143 $143 $143
Estimated Spill Reserve Use $038 $0.8 $08
Estimated Cost Recovery $0.3 $0.3 $0.3
Forward Funding for FY98 Program
Ending Balance of Response Fund
Ending Balance of Spill Account $516 $50.9 $441
Ending Balance of Abatement Account $132 ($55) $271
Total Cost to Surcharge Payee $121 $121 $220
SusFension and Reimposition Calculation $519 $51.2 $518
Fiscal Year 1998

Beginning Balance of Response Fund
Beginning Balance of Spill Account $519 $512 %1 8
Beginning Balance of Abatement Account $256 $6.9 $420
Total .05 Surcharge Collected in FY98
Total Spill Surcharge Collected in FY98 $0.0 $0.0 $0.0
Total Abatement Surcharge Collected in FY98 $119 $119 $143
Prevention & Response Prgm. All Agencies $148 $148 $14 8
Estimated Spill Reserve Use $0.8 $0.8 $038
Estimated Cost Recovery $0.3 $0.3 $0.3
Forward Funding for FY99 Program
Endng Balance of Response Fund
Ending Balance of Spill Account $519 $512 $510
Ending Balance of Abatement Account $101 ($8.6) $27.2
Total Cost to Surcharge Payee $116 $116 $140
Suspension and Reimposition Calculation $52.2 $515 $51.3

h:\\home\bobp\SB2150.XLS
2/15/94 146 PM Page 2



Response Fund Restructuring Options
Detailed Financial Comparison SB215 "O"

Original Proposal ~ SB 215 Version "0" DEC Proposal
50% Catastrophic 50% Catastrophic ~ 40% Response Fund
50% Abatement 50% Abatement 60% Prevention Funa
Fiscal Year 1999
Beginning Balance of Response Fund
Beginning Balance of Spill Account $52.2 $515 $51.3
Beginning Balance of Abatement Account $220 $33 $415
Total .05 Surcharge Collected in FY99
Total Spill Surcharge Collected in FY99 $0.0 $00 S0.0
Total Abatement Surcharge Collected in FY99 $11.2 $112 $134
Prevention & Response Prgm. All Agencies $15.2 $152 $152
Estimated Spill Reserve Use S0.8 $08 S0.8
Estimated Cost Recovery $0.3 50.3 $03
Forward Funding for FYOO Program
Ending Balance of Response Fund
Ending Balance of Spill Account $52.2 $515 $505
Ending Balance of Abatement Account $6.0 (512.7) $26.3
Total Cost to Surcharge Payee $109 §109 $13.*
Suspension and Reimposition Calculation $525 $518 $508
Total Net Cost -5 Years (no discount) $46.1 $8.0 573.3
Total Net Cost After Tax Effect (40% tax) $27.6 $4.8 $440

h\home\bobp\SB2150.XLS
2/16/94 1-46 PM Page 3
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WALTER J. HICKEL, GOVERNOR

DEPT.OF ENVIRONMENTAL CONSERVATION

OFFICE OF THE COMMISSIONER Phone: (907) 465-5050
410 WILLOUGHBY AVENUE, SUITE 105 Fax: (907) 465-5070
JUNEAU, AK 99801-1795

March 24, 1994

The Honorable Drue Pearce, Co-Chair
The Honorable Steve Frank, Co-Chair
Senate Finance Committee

Capitol Building

Juneau, AK 99801

Dear Senators Pearce and Frank:

Attached is a bar chart which illustrates how the current CSSB215 version 'T"
compares with other possible versions of this bill which would better insure that
Alaska’s spill prevention and response program is adequately funded.

Two possible ways of splitting the nickel surcharge per barrel of oil are compared, the
.025/.025 split as proposed in CSSB215 and a .03/.02 cent split of the nickel where 3
cents is applied to the contingency and abatement account. These two approaches to
splitting the nickel surcharge are further illustrated by showing the financial impacts of
these proposals when the existing $37.4 million currently in the response fund is split,
and when the $37.4 million is fully applied to the catastrophic spill account.

The results of this comparison indicate that the version of CSSB215 before you today
Wl” not adequately fund the current spill prevention and response program.
Under-funding, based on the attached assumptions, is expected to exceed $8.7 million
over five years. This figure does not, however, take into effect recent amendments
proposed by the Senate Finance Committee.

These amendments include significantly expanding the types of capital projects which
may be funded from the contingency and abatement account, resulting in significantly
increased funding requirements for the account. It is impossible to estimate the level
of increased funding required since the provision allows a wide range of possible
capital projects. The amendment to include funding for the Storage Tank Assistance
Program from the contingency and abatement account further weakens arguments
that future Exxon payments to the State of Alaska will be available to assist in funding
the State’s spill prevention and response prognm. As you may know, we support
applying 1 cent of the proposed increase in the motor fuel tax toward funding the
Underground Storage Tank Assistance Program.



Senator Pearce/Frank 2- March 24, 1994

All other possible versions of the hill presented on the attached chart do not indicate
an under-funding of the current spill prevention and response program within the first
five years. However, the .025/.025 split which also splits the $37.4 million currently in
the response fund, will also result in under-funding of the program in approximately
eight years. If demands for future capital projects funded through the contingency and
abatement account become significant, the point in time when the spill prevention and
response program is under-funded will come much sooner. Legislative history, as it
relates to the 470 Fund, indicates that the use of this account for capital projects is
likely to increase significantly.

The Hickel Administration does not support any version of this bill which does not
provide at least 3 cents of the nickel surcharge toward the spill prevention and
response program. In addition, a strong argument can be made that a significant
portion of the $37.4 million currently in the response fund came from general funds
received prior to the time when the 5 cent surcharge was imposed. We therefore also
support splitting the current response fund balance between the contingency and
abatement account and the catastrophic spill account. In possible versions of this hill
which include splitting the response .u.id, additional funding is made available to pay
for badly needed capital projects like depots and corps and the Enpergency
Operations Center in Anchorage.

Today is the "morning after” the 5th Anniversary of the Exxon Valdez QOil Spill. As the
recent Legislative Audit of the Oil and Hazardous Substance Release Response Fund
pointed out, we may soon be approaching a new period of complacency in preventing
future ail spills. The current version of CSSB215 before you today certainly supports
this view. We strongly urge you to consider adopting a version of this bill similar to
the one currently in the House Resources Committee which provides for a 3 cent
surcharge to fund the contingency and abatement account and splitting the current
balance of the response fund. We support this approach because it will guarantee
that Alaska maintains a strong and adequately funded spill prevention and response
program while, at the same time, quickly building to a $50.0 million balance in the
catastrophic spill account.

Sincerely,

Robert Poe, Jr.
Director of Administrative Services

RGP\ (ASDIR\SB215I.BP)

Attachments



ASSUMPTIONS

1. The data summarized in the attached chart represents a five-year look at the financial effects of
these possible changes to the current response fund statutes.

2. In identifying funds which would contribute to the contingency and abatement account, no
interest or other mitigation account items ate included in the calculation. These funds must be
appropriated to the contingency and abatement account and there is nothing in CSSB215 which requires
or specifically encourages the Legislature to appropriate these funds. In addition, Legislative history
does not support the assumption that these funds will be appropriated to the contingency and
abatement account.

3. In calculating the balance of the catastrophic spill account throughout the five years, itis
assumed that $0.8 million is spent each year from the catastrophic spill account to address spills of ail
and hazardous substances which may occur each year.

4. $0.3 million isassumed to be collected as cost recovery each year and is credited to the
catastrophic spill account at the beginning of each succeeding fiscal year. This assumption appeared to
be justified in light of the CSSB215 incentive clauses to assure that these funds are credited to the
catastrophic spill account.

5. The State 3 spill prevention and response program for all agencies isassumed to be $13.5
million in the frst year and to increase by 3% each year thereafter.



Response Fund Restructuring Options
Comparison of Proposals For SB215

1 Total Prevention Program Total Spill Accoun* Surcharge fl Total Abatement Account 1 Total Surcharges Paid
Underfunding Paid Surcharge Paid

#4 .03/.02 cent
Response Fund Split 60/40

- HEHEER
#3 .03/.02 cent
Entire Response Fund to Spill Account

#2 2.5/2.5 cent
Response Fund split equally

#1 CSSB 215
2.5/2.5 cent
Entire Response Fund to Spill Account

($20.0) $120.0

SB215322.XLC



WALTER J. HICKEL, GOVERNOR

DEPT. OF ENVIRONMENTAL CONSERVATION

OFFICE OF THE COMMISSIONER Telephone No. (907)465-5050
410 Willoughby Avenue, Suite 105 FAX No. (907)465-5070
Juneau, AK 99801-1795

March 18, 1994

The Honorable Jeannette James
Alaska State House of Representatives
Room 5ul, State Capitol Building
Juneau, AK 99801-1182

Dear Representative James:

Thank you for your interest in response fund issues and for taking the time to
express your concerns and questions to me. My letter will provide information you
have asked for concerning long-term plans for emergency response depots and
volunteer corps and contaminated sites.

In State statutes, the responsibility for establishing and managing the depots and
corps rests with the Department of Military and Veterans Affairs (DMVA). |
encourage you to contact DMVA directly for their response to this issue. Since our
Department has worked with DMVA on this project over the years because of our
responsibility to lead the State's response efforts for oil and hazardous substance
spills, we are providing the following information as our best estimate at this time.

For the last two years, the Department of Environmental Conservation (DEC) has
been working on the "Nearshore Demonstration project” which was created by the
Legislature in our FY 93 budget to develop a prototype nearshore oil spill response
equipment package. This project will culminate in the deployment of two different
equipment packages -- one for open water, crude spills and the other for inside
passage, non-crude spills -- during April and May of this year for testing and
evaluation. We expect to have the evaluation completed with recommendations
for additional kinds of units not long after the tests. Based on the information we
have developed so far, | am providing you estimates for coastal oil spill response
packages that could be strategically placed around the State.

One unit, designed for open water coastal areas, consists of a small barge (to
receive the product collected), deflection boom, and a skimmer designed to be
operated by fishing vessels of opportunity. The estimated unit purchase price for



