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us paragraph, the Administrator shall either issue th permit for 
hich the pel *ion was submitted or shall deny its issue ce
(3) Th e  Adm inistrator may issue a permit Tor the opt ation of a 

ew underground injection well in r»n area designated mder sulv 
jction (a) only if he finda that the operation of such wt I will not 
suae contamination of the aquifer of such area so as t*. create a 
ignificant hazard to public health Th e  Administrator may condi- 
on the issuance of such a permit upon the use of such control 
iea*ures in connection with the operation of such well, for which 
ie  permit is to be iwued, aa he deems necessary to assure that the 
pcration of the well will not contam inate the aquifer of the de-<g 
a ted area in which the well » located so as to create a significant 
azard to public health
(c) Any person who operates a new underground injection well in 

lolation of subsection (b). I ll shall be aubject to a civil penalty of 
ot more than $5,000 for each day in which such violation occurs, 
r (2 ) . such violation is willful, such person may. in lieu of the 
ivil penalty authorized by clauee ( 1) be fined not more than 
T  ,000 for each day in which such violation occurs If the Adminia- 
ator has reason to believe that any peuon  is violating or will viih 

ate aubeection (b). he may petition the United States d isn cl court 
o issue a temporary restraining order or injunction (includ ig a 
mandatory injunction) to enforce such subsection 

Id) For purposes of this section, the t«*rm "new underground in 
rction well" means an underground irjec.ion well whoae operation 
ras not approved by appropriate State and Federal agencies before 
he date of the enactm ent of this title.

(e) If the Adm inistrator determines, on his own initiative or upon 
>elition. that an area has an aquifer which is the sole or principal 
innking water source for the area and which, if contaminated, 
vould create a significant hazard to public health, he shall publish 
lotice of that determination in the Federal Register A fter the pub- 
ication of any such notice, no com m itm ent for Federal financial 
lasislance (through a grant, contract, loan guarantee, or otherwise) 
nay be entered into for n y  project which the Administrator deter- 
nines may contaminate such aquifer through a recharge zone so as 
a  create a significant hazard to public health, but a com m itm ent 
or Federal financial assistance may, if authorized under anotner 
provision of law, be entered into Lo plan or design tbe project to 
isaure that it will not so contaminate the aquifer

O fTlO N A L DZMONSTBATION BY rT A T **  SKUA TING TO OIL OS N A TtlSA L
GAS

S u : 1425 (s) For purposes of the Administrator's approval or dis 
ipproval under section 1422 of that portion of any Stole under­
ground infection control program which relate* lo­

ti i the underground injection of brine or other fluids which 
are brought to the surface in connection with oil or natural gas 
production or n a lu r u l  gas storage operations. or,

( 2 »  a n y  underground injection for the secondary or tertiary 
r e c o v e r y  ol oil or natural gaa 

in lieu ol Ihe allowing ret nred under subpurugriph lA l of section 
N22ll)Hli I lie Stat/> may denionalrule that auch |m rtion ol the Stale
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prog rum Meets the requirements of subpuragraphs < A i through ill) 
of section 142llbM 11 anil represents an effective program (including 
adequate recordkeeping und reporting) lo prevent underground in ­
jection which endangers drinking wuler sources

lb) If Ihe Adm inistrator revises or amends any requirement o f u 
regulation under aection 1421 relating lo any aspec*. of the u n der­
ground injection referred to in su! section (al. in the case of that 
portion of a State underground injection control program for w h ich  
the demonstration referred to in subsection (a) I aa been made, in 
lieu of lha showing required under aection l422lbKlnBl the S ta te  
may demonstrate that, with respect to that uHpect of such u n d er­
ground injection, the State prog ra n  meets Ihe requirementa o f sub­
paragraphs (A ) through (D ) o f section 1421(b)(1) and represents an 
efTective program (in clude^  adequate recordkeeping and reporting) 
to prevent underground injection which endangers drinking w ater 
sources.

It Ml I Section 1422(bM.l) hall not apply to ihal portion of any 
Stale underground injection control piogram approved by the A d ­
ministrator pursuant to a demonatration under subsection (a) of 
this section (and under subsection (b) of thui section where applies 
ble)

(2 ) If pursuant to auch a demonstration, the Administrate r up 
provoa such portion of the Sta le program, the State shall have pri 
ma.y enforcem ent responsibility w>lh respect to that portion until 
such time as the Adm inistrator determines, by rule, thi such  dem ­
onstration is no lon^ur valid Following such a determ ination, the 
Administrator may ezercise the authority of subbcction (c) o f sec 
tion 1422 in the same manner as provided in such subsection with 
resuect to a determination described in such subset lions

(3> Before promulgating any rule under paragraph (2), the Ad 
mimstrator snail provide opportunity lor puuhc hearing respecting 
such rule

M K a i ' l^ T IO N  U P  S T A T k  M l *  HA U S
Sue. H86 l a ) M u n i t u h in u  M p th u o s  Not la ter th an  18 m on ths  

a f le r  enactment o f  the Safe D r in k in g  Water Act Am endm en t*  o f  
1986, the A dm in is t ra to r  shat' m od ify  regu la t ion* issued unde , th is  
Act for C lass 1 in je c t io n  w e l ls  to u D n t i f y  m on ito r in g  methods, in  
a d d i t io n  to those in  effect on N o iem h ' r  I, 1985, i n c l u d in g  g r o u n d  
water m on it o r in g  In  accordance w it h  such regu lat ions, the A d m in  
utrutor . or de legated State au thor ity , i h a l l  determ ine the a p p l ic a  
b ih ty  o f  such m on it o r in g  methods, whereuer appropr iate , a t loca 
l ions  a n d  in  such u m a nn e r  as to p r vv u le  the ea. .test poss ib le de lec  
l io n  o f  f l u i d  m ig ra t io n  into, or in  the d irect ion  of, u nd e rg ro u nd  
w i n e s  o f  d r in k in g  water from such wells, based on its assessment 
o f  the p o te n t ia l  for f l u i d  m ig ra t io n  from the in je c t io n  cone tha t  
may he h a rm fu l  lo  h um a n  hea lth  or the em ir v nm e n t  For purimtses 
o f  th is subsection, a class I  in jec t ion  w e l l  is de f ined  in o ic o rd u n c c  
w ith  ft) C F R  . 16 (Ki as in  effect on Nooember I, 1985

lb) N h t tm r  - The A dm in is t r a to r  s h a l l  subm it  a reitorl to ( o n  
gress. no In ter than  September 1987, s um m n r iu n g  the results o f  
Sto le sni icvs requ ited  h> the Adm in is tra to r um let th is  section The 
te/sitl s h a l l  mebn/r rm h of the fo l low in g  items of m  for mo t ion
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11) T h i  » embers a n d  ca . igo r te t o f  class V  we l ls  w h ic h  dts 
charge nonhazardous waste in to  or above an  underg round  
source o f  d r in k in g  water.

i i )  The p r im a ry  c o n tam in a t io n  prob lems ,\usociated w ith  d i f  
feren l categories o f  these d ispos'd we l ls

(J) Recommenda t ions fo r m in im u m  design, construct ion, in  
s ta l la t ion , a n d  s it ing  requ irements tha t shout I  be a p p l ie d  lo  
protect u nderg round  sources o f  d r in k in g  wa' tr  from such con 
la m in a t io n  wherever necessary.

IOLE SOUMCS AQVIPEM UE* ON ST SLA TION M l'J H A H
S e c  U27 (n> Pint pose —The purpose o f  t h u  section is to etl-.b 

hsh procedures for deve lopment, im p U m e n lv  m. a n d  assessment o f  
demonstra t ion  programs des igned to protect c r i t i c a l  a q u ife r  p r o h r  
turn areas located w i t h in  areas des igna ted  as sole or p r in c ip a l  
source a q u i f e r  unde r sec.ion HH (e>  o f  th is  Act.

tb> D e f in i t i o n  —For purposes o f  th is  section, the term "cr it ica l 
aqu ife r  protect ion area " means e i th e r  o f  the fo l lo w in g

(1) A l l  or pa rt o f  a n  area loca ted  w i t h i n  a n  area for w h ic h  i n  
app l ic a t io n  or des ignat ion  as a sole or p r in c ip a l  source aqu ife r  
pu rsuan t to section UH te ) . has been subm it ted  a n d  approved by 
the A dm in is t r a to r  not la te r  th a n  24 months after the enactment 
o f  the Safe D n n k in g  Water Act Am endm en ts  o f  1986 a n d  
w h ic h  satisfies the c r ite r ia  es tab l ished  by Ihe  A dm in is t r a to r  
unde r subsection (d).

(2) A l '  or part o f  an  area w h ic h  is w i t h in  an aq u ife r  desig 
noted as a sole source a q u ife r  as o f  the enactment o f  the Sa/c 
D r in k in g  Water Act Am endm en ts  o f  1986 a n d  fo r w h ic h  an  
areaw ide groi d  water q u a l i t y  protect ion p la n  has been ap- 
proved under section 908 o f  the C le a n  Water Act p r io r  to such 
enactment

(c A p p l i c a t io n  —An\  State, m u n i c i p a l  or lo c a l  government or 
p o l i t i c a l  s ubd iv is io n  thereof or a n y  p la n n in g  en t ity  ( in c lu d in g  an; 
interstate reg iona l p la n n in g  en t ity ) tha t id en t if ie s  a c r i t i c a l  aqu ife r  
protection area over w h ic h  i t  has a u th o r i t y  or lu n s d ic t io n  may  
app ly  to Ihe A dm in is t r a to r  for the selection o f  such a n a  fo r a dem  
onstrat ion program unde r t h u  section. A n y  a p p l ic a n t  ih a l l  consu lt 
w ith  other government or p la n n i n g  ent it ies w ith  a u th o r i ty  or j u n s  
d ic t io n  in  sLch area p r io r  to a p p l ic a t io n  App l ican ts , other than  the 
Governor, s h a l l  s ubm it  the op ,p l icat ion fo r a demonstra t ion  p rog iam  
j o in t ly  w ith  the Governor

(d) ( 'k tT km a  —Not la ter th an  I year after the enactment v f  the 
Safe D r in k in g  Water Act Amendmen ts  o f  1986. the A dm in is t r a to r  
sha l l ,  by rule, e s to b lu h  cr ite r ia  fo r id e n t if y in g  c r i t i c a l  aqu ife r  p ro  
lect ion areas u . id : r  t h u  section In  e s ta b lu h in g  such cr iter ia , the 
Adm in is t ra to r  s h a l l  cons ider each o f  the fo l lo w in g

i D  The v u ln e ra b i l i t y  o f  the aqu ife r  to co n tam in a t io n  due to 
h id rvgeo lug ic  chu ruc ie ru ltcs .

t2> The n um ber o f  persons or the proport ion o f  im puta t ion  
us ing  the g round  water us a d r in k .n g  water soun  c

(J) The economic, soc ia l a n d  e n v ir o nm en ta l  benefits that 
u o u l t l  result to the urea from ma in tenance  o f  g ro und  water o f  
*iigh q ua l i ty

H> The economic, s o c ia l a n d  en v iro nm en ta l costs tha t  w o u ld  
resu lt from degrada t ion  o f  the q u a l i t y  o f  the g ro u nd  water.

(t ) C ontents op A pp lication  —A n  ap p l ic a t io n  s ubm it te d  to the 
A d m m u t r a t o r  by a n y  a p p l ic a n t  fo r  a demonstra t ion  prog ram  u nd e r  
t h u  section s h a l l  meet each o f  the fo l lo w in g  requirements

(D  The a p p l ic a t io n  s h a l l  propose boundar ies for the c r i t i c a l  
aqu ife r  protection area w i t h in  its ju r is d ic t io n

(2) Tne ap p l ic a t io n  s h a l l  des ignate or, i f  necessary, e s ta b l is h  
a p la n n in g  en t ity  (w h ic h  s h a l l  be c  p u b l ic  agency a n d  i v h u h  
s h a l l  in c lu d e  representat ion o f  elected loca l a n d  State govern  
m en ta l o f f ic ia ls ) to deve lop a comprehens ive m anage r e n t  p l a n  
(he r t in f le r  in  t h u  section referred to as the "plan") fo i the c r i t i ­
c a l  protection area Where a lo c a l government p l a n n i n g  agency  
exuts w it h  adequate a u th o r i t y  to carry out t h u  section w i t h  re 
ip e r t  to a n y  proposed c r i t i c a l  protection area, such agency s h a l l  
be des ignated as the p l a n n in g  entity. '

(3) Tne ap p l ic a t io n  s h a l l  e s ta b lu h  procedures for p u b l i c  p a r ­
t ic ip a t io n  in  the deve lopment o f  the p la n , fo r reuiew, a p p ro va l , 
a n a  adop t ion  o f  the p la n , a n d  fo r ass u  to nee to m u n ic ip a l i t i e s  
a n d  other p u b l i c  agencies w i t h  a u th o r i ty  u nd e r  State l a w  to im ­
p lem en t tK . p la n

H) The ap p l ic a t io n  s h a l l  in c lu d e  a hydrogeo log ic assessment 
o f  surface a n d  g ro u nd  water resources w i t h in  the c r i t i c a l  pro tec­
t ion area.

(5) The ap p l ic a t io n  s h a l l  in c lu d e  a > mprehens ive  m a n a g e ­
ment p la n  fo r the proposed protect ion  area.

(6) The a p p l ic a t io n  s h a l l  in c lu d e  the measures a n d  s chedu le  
proposed fo r im p lem en ta t io n  o f  such p la n .

<P CostPMKHENSivE Pl a n  —
(I) The ob ject ive o f  a comprehens ive m anagem ent p l a n  sub ­

m it t e d  by an a p p l ic a n t  und e r  t h u  section s h a l l  be to m a in t a in  
the q u a l i t y  o f  the g ro u nd  wuter in  the c r i t i c a l  pro tect ion area in  
a m ann e r  reasonab ly expected to protect h um a n  hea lth ,  the e n ­
v ir o nm en t a n d  g ro u nd  water resources I n  order to a c h ie v e  such  
objective, the p la n  m ay  be des igned to m a in t a in ,  lo  the m a x i ­
m um  extent possible, the n a tu r a l  vegetative a n d  hydrogeo log ica l 
co nd it io n s  Ea ch  o f  the f o l lo w in g  e lements s h a h  be in c lu d e d  in  
such a protect ion p la n :

(A) A m ap  sh ow in g  Ih e  de ta i le d  boundary  o f  the c r i t i c a l  
protect ion area

(B) A n  id e n t if ic a t io n  o f  e x u lm g  a n d  p o te n t ia l  p o in t  a n d  
nonpo in t  sources o f  g ro u nd  water l iegraoa t ion .

(C) A n  assessment o f  the rx lut unsh ip  between a c t iv i t ie s  
on Ih e  l a n d  surface a n d  g round  water qua l ity .

tl)> Spec if ic  or .urns a n d  management pract ices to be im  
p ie  men ted m  the c r i t i c a l  protection area to prevent adi<er$e 
impacts on g round  water q u a l i t y

(E) Id e n t i f i c a t io n  v f  au tho r ity  adequate to im p lem en t  the 
p la n ,  estimutes o f  program costs, a n d  sources o f  S ta le  
m a tch in g  funds

t t l  Such p la n  may a lso in c lu d e  the fo l low in g
(A > A de te rm ina t io n  o f  the q u a l i ty  o f  tne ex ist ing  g round  

water recharged through the sftecial prater turn a m i  un it
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the n a tu r a l  recharge capab i l i t ie s  o f  the s/tecml pm ie c h u n  
area watershed.

lH> Requ irements des igned la  m e  n tam  ex is t ing  u n d e r ­
g round  d r in k in g  w a le : q u a l i t y  or im p rove  u nde rg ro und  
d r in k in g  water q u a l i t y  i f  p r e v a i l i n g  cond it io n s  /u i l to meet 
d r in k in g  water standards, p u rs u an t  to th is  Act a n d  S to le  
law.

tCJ L im it s  on Federal, Sta le , a n d  lo ca l government, f i ­
n a n c ia l l y  assisted ac t iv it ie s  a n d  projects w h ic h  m ay  con 
tr ibu te lo degradat ion  o f  such g ro u n d  water or a n y  loss o f  
n a tu r a l  surface a n d  subsurface in f i l t r a t io n  o f  p u r i f i c a t io n  
ca pa b i l i t y  o f  the spec ia l protect ion watershed.

(D) A comprehens ive statement o f  la n d  use managem ent  
i n c l u d in g  emergency cont ingency p la n n in g  as it per ta ins to 
the m a in tenance  o f  the q u a l i t y  o f  u nd e rg ro und  sources o f  
d r in k in g  water or to the improvement o f  such sources i f  
necessary to meet d r in k in g  water s tandards p u rs u a n t  to 
th is Act a n d  State law .

(E) Act ions in  the spec ia l protect ion urea w h ic h  w o u ld  
avo id  adverse impacts on water qua l i ty ,  recharge c u p a b ih  
lies, or both.

t F l  Cons ide ra t ion  o f  spec if ic techn iques, w h ic h  m ay  in  
e lude clustering, transfer o f  deve lopment rights, a n d  other  
in no va t iv e  measures su f f ic ien t tc a ch ie ve  the objectives o f  
th is section.

t(J) Cons ide ra t ion  o f  the es tab l ishmen t o f  a State in s t i tu  
l io n  to fa c i l i t a te  a n d  assist f u n d in g  a deve lopment transfer 
cred it system

tH) A program for State a n d  lo c a l  im p lem en ta t io n  o f  th . 
p la n  described in  th is  subsection in  a m a nn e r  thu t w i l l  
insure the cont inued , u n ifo rm , cons istent protect ion o f  the 
c r i t i c a l  protection area in  accord w it h  the purposes o f  th is 
section

tl) P o l lu t io n  abatement measures, i f  appropr ia te  
(g) P lan s Under Section 208 o f  t n r  C iean W ater Ai~r —A 

p la n  approved before the enactment o f  the Safe D r in k in g  Water Act 
Amendments o f  1986 unde r  section z08 o f  the C le a n  Water Act to 
protect a sole source aqu ife r  des ignated und e r  section H2y(e) o f  th is  
Act s h a l l  be cons idered a comprehens ive m anagem ent p la n  for the 
purposes o f  t h u  section.

(n ) C onsu lta tion  and Hearings — D u r in g  the deve lopment o f  a 
comprehens ive management p la n  unde r  t h u  section, the p la n n in g  
ent ity s h a l l  consu lt w ith , a n a  cons ider the comments of, appropr ia te  
o ff ic ia ls  o f  any m u n ic ip a l i t y  a n d  S la te  or F edera l agency w h ic h  h i u  
j u r is d ic t io n  oi<er lands  a n d  waters w i t h in  the spec ia l protection 
area, other concerned organ izat ions a n d  te chn ic a l a n d  c it izen  a i l v i  
sory c o m  m i l  lees The p la n n in g  en t ity  s h a l l  conduct p u b l i c  hear ings  
ot p laces w i t h in  Ihe sfiectal protection area for the purpose o f  p ro  
vo t ing  Ihe  vp fta r lum iy  to comment on any aspect o f  tne p la n

I I I  A rrM OVA i im  D in a f f r o v a h  — W ith in  HO d o ys  otter receipt o f  
on app l ic a t io n  under ( h u  section, the A dm in is t ra to r  s h a l l  u pp io ve  
or d isapprove the app l ic a t io n  The upprvv t i l  or d is a pp ro va l s h a l l  be 
fused o n  o i le te rn i in a l io n  that the c r i t ic a l protection orro stih^/ies 
the cr iter ia estab l ished unde r  subset lion id '  a n d  tb a l  a ileniuii-.Uo

:<«i
S I

l io n  program  for the area w o u ld  p rov ide protection for g r o u n d  wa te r  
q u a l i t y  consistent w it h  Ih e  objectives stated in  subsect ior ‘1 The  
A d m m u t r a t o r  s h a l l  p rov id e  to ih e  ( io ie rno r  a w r it ten  e r p iu n o t io n  
o f  the reasons fo r the d isa pp ro va l o f  a ny  such a p p l ic a t io n . A n y  p e t i ­
t ioner may m od ify  a n d  resubm it a ny  app l ic a t io n  w h ic h  u  no t ap- 
pnwed . Upon app ro va l o f  an  app l ica t io n ,  the A dm in is t r a to r  m ay  
enter in to  a  cooperat ive agreement w ith  the a pp l ic a n t  to e s ta b l is h  a 
demonstra t ion  program  u nd e r  t h u  section 

( j)  G r a n t s  a n d  R ris s b um seh e n t. —Upon enter ing a coopera t ive  
agreement u nd e r  subsection (U Ih e  A dm m u t r a t o r  m ay  p r o v id e  to 
the app l ica n t ,  on a m a tc h in g  basu , a g ran t o f  SO per cen tum  o f  the  
costs o f  im p lem e n t in g  the p la n  es tab l ished  under t h u  sect ion. T h e  
A d m m u t r a t o r  m ay  a lso  re imburse the u pph can t  o f  a n  ap p ro v e d  
p la n  u p  to SO per cen tum  o f  the costs o f  deve lop ing  such p la n ,  except 
for p la n s  approved und e r  section 208 o f  the C lean  Water Act. T n e  
to ta l am o u n t  o f  gran ts u nd e r  t h u  section for any one aqu ife r , d e s ig ­
na ted  und e r  section H H ( t ) ,  s h a l l  not exceed 64,000,000 m  a n y  one  
f is c a l  year.

I k )  A c t i v i t i e s  F u n d e d  U n d e r  O t h e r  L a w  — No fu nds  a u t h o r ­
ized u nd e r  t h u  subsection m ay  be used to f u n d  ac t iv i t ie s  f u n d e d  
unde r  other sections o f  t h u  Act or the C le a n  Water Act, the S o l id  
Waste D u p o s a l  Act, the Comprehens ive  E n v i r o nm e n ta l  Response. 
Compensat ion , a n d  L ia b i l i t y  Act o f  1980 or o ther e n v i r o nm e n ta l  
laws.

tl) R e p o r t  —Not I  \er th an  December S I, 1989. each Sta te s h a l l  
subm it  to the A dm in is t r a to r  a report assessing the im p a c t  o f  the 
program on g ro und  wa ter q u a l i t y  a n d  id e n t if y in g  those measures 
fo u n d  to be effective in  protec t ing  g ro u nd  water resources N o  la te r  
th an  September SO, 1990, the A d m m u t r a t o r  s h a l l  s u bm it  to Con  
gress a report s um m a r iz in g  the State reports, a n d  assessing the ac- 
c om p lu hm e n ts  o f  the sole source aq u ife r  demonstra t ion  p rog ram  i n ­
c l u d in g  an  id e n t if ic a t io n  o f  protect ion methods f o u n d  to be most ef­
fective a n d  recommendat ions fo r the ir  a p p l ic a t io n  to protect g ro u n d  
water resources from  co n tam in a t io n  whenever necessary 

(m) S a v in g s  P r o v is io n .—N o th in g  unde r  t h u  section s h a l l  be c o n ­
strued to am end , supersede or abrogate r ights to q uan t i t ie s  o f  water 
w h ic h  have been e s ta b lu h e d  b interstate water compacts. Supreme  
Court decrees, or S ta ir  water laws, or a ny  requ irement imposed  or 
r ig h t  p r o v id e d  und e r  an y  F edera l or S ta le  e n v ir o nm en ta l  or p u b l i c  
hea l th  statute

(n) AirTHORiZATtON. — There  a re au tho r ized  to be oppropr ia ted  to 
carry out t h u  section not more than  the fo l low in g  am oun ts
Floral rear 4— . iIS)17 f 10 000,000
I US _ tyooo.ooo
I  fit 1 7 .1 0 0 0 0 0
i tio ir.soooooI f l l  I7.SOOOOO

M a tc h in g  grants under th is section may also be usetl lo  im p le  
m r n l  or uptlnte any  water q u a l i ty  management p la n  for a sole or 
p r in c ip a l  sau t ie  a q u ife r  op p ro ie d  Ibefore Ibe date o f  ih e  enactment 
o f  th is set l io n )  by tbe A d m m ix lm to r  under section 208 o/ the Feder 
a l  Water P o l lu t io n  ( i  ' t r o lA i l
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STATE PROGRAM S TV ESTABLISH  W k l lH t .A U  FR U T E C T H It' A R IA S
S e c  H28. la) S ta t e  P ro g ra m s  —The Governor or Governor '$ des 
nee o f each State t h a l l ,  u n th in  J years o f  the date o f  enactment o f  
if Safe D r in k in g  Water Act Amendments  o f  1986, adopt a n d  
ibm it to Ih e  A d m m u t r a t o r  a State program to protect w e l lh e a d  
t o i  w it h in  the ir  / u rud ic t io n  from co n tam inan ts  w h ic h  m ay  have  
i.y adverse effect on the hea lth  o f  persons E a c h  State program  
id e r  t h u  section sha l l ,  a t  a m i n im u m -

i l l  specify the dut ies o f  State agencies, lo c a l  gove rnm en ta l e n ­
tities, a n d  p u b l i c  water supp ly  systems w i t h  respect to the d eve l­
opment a n d  im p lem en ta t io n  o f  programs requ ired  by t h u  sec- 
i on;

l i t  for each we l lhead , de term ine the w e l lh e a d  protect ion area 
as de f ined  in subsection (e) based on a l l  reasonab ly a v a i la b le  
hydrogeologic in fo rm at io n  on g ro u n d  water f low , recharge a n d  
d ischarge a n d  other  m/ormafton the State deems necessary to 
adequate ly de term ine the w e l lh e a d  protect ion area 

(J) id en t ify  w i t h in  each w e l lh e a d  protect ion area a l l  p o te n t ia l 
anthropogen ic sources o f  co n tam inan ts  w h ic h  m ay  h a te  any  a d  
verse effect on the h ea lth  o f  persons,

14' describe a p ro g ram  th a t con ta ins, as app ro p ria te , te c h n ic a l 
assistance, f in a n c ia l assistance, im p lem e n ta t io n  o f  c o n tro l 
measures, educa tion , tra in in g , a n d  D em ons tra tio n  p ro je c ts  to  
p ro tec t the  w a te r s u pp ly  w ith in  w e llh e a d  p ro te c t io n  areas f r o r ,  
such con tam inan ts ,' 

tS l in c lu d e  c o n t in g e ix y  p la n s  fo r  th e  lo ca tio n  a n d  p ro u w o n  o f  
a lte rn a te  d r in k in g  w a te r supp lie s f o r  each p u b l ic  w a te r syc'em 
in  Ihe event o f  w e ll o r  w e ll f ie ld  c o n ta m in a tio n  by such c o n ta m i­
nants, a n d

<6> in c lu d e  a requ irement that cons idera t ion  be g iven  to a l l  
p o t i . i t i a l  sources o f  such co n tam inan ts  w i t h in  the expected 
we l lh ead  area o f  a new water w e l l  w h ic h  serve* a p u b l i c  water 
supply system

'bl rt/SL/c P a r t i c i p a t i o n .  —To the m a x im um  ex it •! possible, 
rh S late s h a l l  e s ta b lu h  procedures, i n c l u d in g  but not l im i t e d  to 
i  estab l ishment o f  techn ic a l a n d  c it izens' adv iso ry  committees, lo  
courage the p u b l i c  to pa rt ic ip a te  in deve lop ing  the protection p r o  
im  for w e l lh e ad  areas. Such procedure s n a i l  in c lu d e  not ice a n d  
portun ity fo r p u b l i c  h ea r in g  i,n  the State program before it is s u h  
t i le d  lu the A dm im s ' .a to r .  
c l  D i s a p p r o v a l  —

t l>  I n  g e n e r a l .— I f  in  the ju d gm e n t  o f  the Adm in is tra to r , a 
Stute program lor port ion thereof in c lu d in g  the d e f in i t io n  o f  a 
we l lh ead  protection area), is not adequate to protect p u b l i c  
water systems as reou ired by th is section, the A dm in is t r a to r  
s h u l l  d isapprove such program tur port ion thereof) A State pro 
gram ileve lope i l pu rsuan t to subsection ta l s h a l l  be deemed to be 
adruua te unless the A dm in is t r a to r  de term ine .. w it h in  9 months  
o f  the receipt o f  a State program, that such program tor port ion  
the reo f is inadequa te  for the put pose o f  protect ing p u b l i c  UKiler 
systems as requ ired by th is section from con tam inan ts  that may  
h u e  any adverse effect on the hea lth  o f  fiersons I f  the A i lm tn  
istrntor determ ines tha t a proposed State program (or any  /H>r
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l io n  thereof) is inadequate , the A dm in is t r a to r  s h a l l  s ubm it  a 
written statement o f  the reasons for such de te rm ina t io n  o f  the 
Governor o f  the Slate.

(2) M o d i f i c a t i o n  a n d  re s u bm is s io n . — W ith in  6 months  a fter 
receipt o f  the Adm in is tra to r 's  wr it ten  notice u nd e r  p a rag ra ph
(I) that an y  proposed State program , (or port ion th e reo f  is i n a d ­
equate, the Governor nr Governor's designee, s h a l l  m o d ify  the  
program based upon the recomme, j I tons o f  the A dm in is t r a to r  
a n a  resubm it Ih e  m o d i f ie d  program  to the Adm in is tra to r .

(d ) F e d e r a l  A ss is t an c e  — A f te r  th e  d a te  J  years a f te r  th e  e n a c t­
m en t o f  th is  section, no  S ta te  s h a l l receive fu n d s  a u th o r iz e d  to  be 
a p p ro p r ia te d  u n d e r th is  section except fo r  the  purpose o f  im p le m e n t­
in g  th e  p ro g ram  a n d  re qu irem en ts  o f  p a ra g ra ph s  (4> a n d  ( ( )  o f  sub ­
section (a).

(e) D e f in i t i o n  o f  W e l lh e a d  P r o t e c t i o n  A re a  —As used i n  th is  
section, the term "we l lh ead  protect ion area " means the surface a n d  
subsurface area s u r ro u n d in g  a water w e l l  or w e l l f ie ld , s u p p ly in g  a 
p u b l i c  water system, th rough  w h ic h  con tam inan ts  are reasonab ly  
l ik e ly  to move toward  a n d  reach such water w e l l  or wellfixeld. T he  
extent o f  a w e l lh e a d  protect ion area, w i t h in  a State, necessary to 
prov id e  protect ion from  con tam in a n ts  w h ic h  may have an y  adverse 
effect on the h e a l th  o f  persons u  to be de te rm ined  by the State in  
the program subm it ted  under subsection (a). Not la te r th an  one year 
after the enactment o f  the Safe D r in k in g  Water A c t Am endm en ts  o f  
1986, the A dm in is t r a to r  s h a l l  issue te c hn ic a l g u id an ce  w h ic h  States 
may  use in  m a k in g  such de term ina t ions . S u ch  g u id an ce  m ay  re fe c t  
such factors as the ra d iu s  o f  in f lu en ce  a r o u nd  a w e l l  or w e l l f ie ld ,  
the depth o f  d raw dow n  o f  tne water table by such w e l l  or w e l l f i e ld  
at any  g iven  po in t , the t im e or ru le  o f  trave l o f  var ious c o n t am i ­
nants in  var ious hydro log ic  cond it ions , d istance from  the w e l l  or 
we l l f ie ld ,  or other factors a f fec t ing  the l ik e l ih o o d  o f  co n tam in a n ts  
rea ch ing  the w e l l  or w e l l f ie ld ,  ta k in g  in to  account a v a i la b le  e n g i ­
neer ing  p um p  tests o r comparab le  data, f i e ld  reconnaissance, topo­
g ra p h ic  in fo rm a t io n , a n d  tne geology o f  the fo rm a t ion  in  w h ic h  the 
w e l l  or w e l l f i e ld  is located.

I f )  Pr o h ib it io n s  —
( ! )  A c t i v i t i e s  u n d e r  o t h e r  la w s .— N o  fu nd s  au th o r is ed  to 

be appropr ia ted  u nde r  th is  section may be used to support a c ­
t iv it ie s  a u th o r is ed  by (he Federa l Water P o l lu t io n  C o n t ro l Act, 
the S o l id  Waste d isposa l Act, the Comprehens ive E n v i r o n m e n ­
ta l Response. Compensat ion , a n d  L ia b i l i t y  Act o f  1980, or o ther  
sections o f  th is  Act.

(2) I n d iv id u a l  s o u rc e s  — No fu nds  au tho r ised  to be appro  
pr in ted  und e r  th is  section may be used to b r in g  i n d i v i d u a l  
sources o f  c o n tam in a t io n  in to  comp lia nce

(g) Im p le m e n ta t io n  - E a c h  State s h a l l  make every reasonable 
effort to im p lem en t Ih e  State w e l lh e a d  area protection program  
unde r  th is  section w i t h i n  t  years o f  subm it t in g  the program to the 
Adm in is tra to r . E a ch  State s h a l l  s ubm it  lo the A dm in is t r a to r  a hi 
e n n ia l  status report descr ib ing  the State's progress in  im p lem en t in g  
the program S ’^ h  report s h a l l  in c lu d e  am endments  to the Stute 
I rogrum for  u«j we l ls  s ited d u r in g  the b ie n n ia l  per iod

th> F e d e r a l  . e n c i e s  —Each  ilefKirtment. agency, a n d  ins tru
m en ta l ity  o f  th le c u lu e .  leg is lat ive , a n d  j u d u i u l  brunches o f  the
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Federa l G o ie rn n ie n t  h a v in g  ju r is d ic t io n  oner u n v  p o te n t ia l  source o f  
co n tam in a n t t  id e n t if ie d  by u State program pu rsuan t lo the prom  
sums o f  subsection t a t3) s h a l l  be subject to a n d  comp ly  w ith  a l l  re 
qu irem enU  o f  the State program deve loped acco rd ing  to subsection 
( a t i)  a p p l ic a b le  to such potentus l source o f  con tam inants , both s u b  
stanhoe a n d  p ro c edu ra l in  t i e same manner , a n d  to the same 
extent, as a ny  other person is subject to such requirements. i n c lu d  
in g  payment o f  reasonable chars t  a n d  fees The President may  
exempt any  p o ten t ia l source unde r the ju r is d ic t io n  o f  i ny depart 
ment, agency, or in s t rum en ta l i t y  im the executive b r u i c h  i f  the 
President determ ines it to be in  ih e  p a ram oun t  m le  m l  o f  the 
Un ited  Sta les to do so. h o  such ext m p l io n  s h a l l  be g ran ted  due  to 
the luck o f  an  appropr ia t ion  unless the President s h a l l  have spec if i 
ca l ly  requested such appropr ia t ion  is  p a r t  o f  the b> Jgctarv process 
a n d  the Congress s h a l l  nave f a i l e d  n  make a v a d a o le  such requested 
app ropna t i ns(t) Additional R euv ireuent  -

(I) I n  G e n e ra l.— I n  a d d i t io n  to the prou is ions o f  subsection 
ta l o f  th is section. States in  w h ic h  there a r t  more than  3.500 
act ive we lls  u l  w h ic h  a n n u la r  in je c t io n  is used as o f  J a nua ry  I. 
1936. s h a l l  in c lu d e  in  th e ir  S ta le  program  a cert if ica t ion  tha t a 
State program exists a n d  is be ing adequate ly  enforced that pro  
vides protection from  c o n tam in r n ls  w h ic h  m ay  have an y  ad  
verse effect on the h e a l th  o f  persons a n d  w h ic h  are associated 
w ith  the a n n u la r  in je c t io n  or surface d isposa l o f  brines associ 
ated w ith  o i l  a n d  g a i  product ion .

( 3 )  D e f i n i t i o n . — F o r purposes o f  th is  subsection, the  te rm  
" a n n u la r  in je c t io n "  means th e  re ity je chon  o f  b rines assoc ia ted 
w ith  the p ro d u c tio n  o f  o i l  o r  gas between the  p ro d u c tio n  a n d  
su rface casings o f  a ixm v e n tio n a l o i l  o r  gas p ro d u c in g  w e ll

(3) R e v ie w .— The A d m in is t r a to r  s h a l l co ndu c t a re v iew  o f  
each p ro g ram  c e r t i f ie d  u n d e r th is  subsection.

(U  D is a p p ro v a l.— I f  a State fa i ls  to in c lu d e  the ce r t if ica t ion  
requ ired by th is sub jec t ion  or i f  in  the ju d gm e n t  o f  the A dm in  
u lr a to r  the State pm igram cert if ied  und e r  th is  subsection is not 
being adequate ly  enforced, the A d m m u t r a t o r  s h a l l  d isapprove  
the State p rogm i n u bm i l le d  und e r  subsection (a) o f  i h u  sec 
lion.

(j ) C o o r d in a t io n  Wtth O th e r  L a w s  —N o th in g  in  t h u  section 
s h a l l  o u th o ru e  or requint a n y  department, agency, or other instru  
menta l ity  o f  the Federa l Government or State or lo ca l government t 
apportion, a l loca te or otherw ise regu late the w i t h d r a w a l  or benefi 
c ia l  use o f  g ro u nd  or surface waters, so as to abrogate or m od ify  any  
ex u t in g  r ights to water e r t a b lu h e d  pu rsuan t to S ta le  or Federa l 
law, i n c lu d in g  interstate compacts 

th ) A u t h o r i z a t i o n  o f  A p p r o p r ia t io n s  —Ui.less the S to le  pro 
gram is d isapproved unde r t h u  section, the A dm in is t r a to r  s n u l l  
make grunts lo the State for not lets than  50 or more than 90 jter 
cent o f  the cost incurred by a Stute las d e te rm ined  by the Admtnts  
I n i t i a l  in  deve lop ing a n d  im p lem en t in g  each State program um le r  
this section For purjH/ses o f  m a k in g  such grunts there ij u u th o n r e d  
lo he a i'pro j ir t i i led not more than the f o l lo m n g  amounts
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Part D— Emergency Powers

EMERGENCY POWERS

Sec. 1431 (a) Notwithstanding any other provision of thia title, 
thu Administrator, upon rece:pt o f information that a contam inant 
which is present in or ia likely to enter a public water aystem o r  a n  
unde rg round  source o f  d r in k in g  water  may present an im m inent 
and substantial endanger ment to the health of persona, and that 
appropriate State and local authorises have not acted to protect 
the health of such persons, may take such actions as he may deem 
necessary in order to protect the health of such persons. T o  the 
e ile n t he determines it to be practicable in light of such im m inent 
endangerment, he ahall consult with th<» State and local authorities 
in order to confirm  the correctness of the information on which 
action proposed to be taken under this subsection is based and to 
ascertain the action which such authorities are or will be taking 
Th e  action which the Adm inistrator may take may include (but 
shall not be limited to) ( 1) issuing such orders as may be necessary 
to protect the health of persons who are or may be users o f such 
system (including travelers), i n c lu d in g  orders req u ir in g  the p rau i 
sum o f  a lte rna t iv e  water supp l ies by persons who caused o r  c o n t n b  
u le d  to the endangerment,  and (2) com m encing a civil action for ap­
propriate relief, including a restraining order or permane.it or tem ­
porary injunction.

(b) Any person who anUlslly vio'stes or fails or refuses to com ply 
with any order issued by the Adm inistrator under subsection (aX l) 
may, in an action brougnt in the appropriate United States d istrict 
court to enforce such  order, be fisad ms war* Umn subject to a  c i v i l  
pena lty  o f  not to exceed |5,00u for each day in which such violation 
occurs or failure to com ply continues.

TAyrxR iNO w r ru  r u a u c  w a ter  sy s t em s

S e c . H 3 i .  (a) Ta m p e r in o  —A n y  person w ho  tampers u/ith a 
p u b l i c  water system s h a l l  be im p r isoned  for not more th an  5 years, 
or f in e d  in accordance w it h  t it le  IS  o f  the U n it e d  S lates Code, or 
both

tb) A t t e m p t  o r  Th r e a t  —Any  persor w ho attempts to tamper, or 
makes  a threat to tamper, w ith  a p u b l ic  d r in k in g  water system be 
im p r isoned  fo r not more th an  3 years, or f in e d  in  accordance w it h  
t it le  18 o f  the U n it e d  States Lode, or both 

tc> C i v i l  P e n a l t y  —The A dm  n u t r v to r  m av  b r in g  a c i v i l  ac t ion  
in  Ihe appropr ia te U n it e d  States d istr ic t court (as de te rm ined  unde r  
the p ro v u io n s  o f  t i t le  38 o f  the U n it ed  States Code) aga in s t  any  
person who tampers, attempts to tamper, or mokes a threat to 
tamper w it h  u public water system The court may impose on such 
person a c i v i l  p ena lty  o f  not more than $50,000 for such tamper ing  
or not more than  $30,000 for such attempt or threat 

h i > D e f in i t i o n  o f  "T. i m p e r " For purfnaes o f  t h u  . ect ion , the 
term "lam/ter " means --



t l )  to introduce a contaminant into a public water system 
with Ihe intention o f harmmp persons; or

(2) to otherwise interfere with Ihe operation o f  a public water 
system with the intention o f harming persons

H a r t  E — G k n k i a l  P r o v i s i o n s

A88URANCR OP AVAILARIUTY OP S UEQUATK SUPPLIES OP CHEMICALS 
NEC ROSARY POR TREATM ENT O P WATER

Sec 1441 (a) I f  any person who uses chlorine, activated carbon, 
lime, ammonia, soda aah. potassium permanganic, caustic soda, or 
other chemical or substance for the purpose of treating water in 
any public water system or in any public treatment works deter­
mines that the amount o f such chemical or substance necessary to 
effectively treat such water is net reasonably available to him or 
will not be so available to him when required for the effective 
treatment of such water, such perion may apply to the Administra­
tor for a certification (hereinafter in this section referred to as a 
"certification o f need") that the nmount o f auch chemical or sub­
stance which such person reauiret to effectively treat such water is 
not reasonably available to nim or w ill not be so available when 
required for the effective treatment o f such .valer.

(bXll An application for a certification o f need shall be in such 
form and submitted in such manner as th . Administrator may re­
quire and shall (A) specify the persons the applicant determines 
are able lo provide the chemical or substance with respect to which 
the application is submitted, (B) specify the persons from whom the 
applicant has sought such chemical or substance, and (C) contain 
such other information as the Administrator may require.

(2) Upon receipt of an application under this section, the Admin­
istrator shall (A) publish in the Federal Register r  notice o f the re­
ceipt of the application and a brief summary o f it, (B) notify in 
writing each person whom the President or his delegate (after con­
sultation with the Administrator) determines could be made sub­
ject tr an order required to be iasund upon the issuance nf  the certi­
fication o f need applied for in such application, and (C) provide an 
opportunity for the submission o f written comments on such appli­
cation The requirements o f the preceding sentence o f thu  para­
graph shall not apply when the Administrator for good cause finds 
(ana incorporates the finding with a brief statement o f reasons 
therefor in the order issued) that waiver o f s jch  requirements is 
necessary in order to protect the public health

(3) Within 30 days a fte r—
(A) the date a notice is published under paragraph (2) in ihe 

Federal Regular with respect to an application submitted 
under thu section for the issuince of s certification o f need, or 

(Hi the date on which such application u received if as au­
thorized by the second sentence of such paragraph no notice u 
published with respect to such application, 

the AdminiHlritUir shall take action either to laaue or deny the issu ance of a certification of need
U N 11 If Ihe Administrator finds that Ihe amount of u chemical or 

substance nece-tsary for an applicant under an application submit
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ted under this t^viiqn to effectively treat water in a public water 
syalem or in a public treatment works ia not reasonably available 
to the applicant or will riot be ao available Lo him when required 
for the effective treatment o f auch water, the Adminiatrator ahall 
iaaue a certification of need. Not later than seven days following 
the issuance o f auch certification, the President or his delegate 
shall issue an order requiring the provision Lo such person o f auch 
amounts of such chemical or substance as the Administrator deems 
necessary in the certification o f need issued for such peraon. Such 
order shall apply to such manufacturers, producers, processors, dis­
tributors, and renackagers o f auch chemical or substance as the 
President or his delegate deems necmeary and appropriate, except 
that such order may not apply to any manufacturer, producer, or 
processor o f such chemical or substance who manufactures, pro­
duces, or processes (as the case may be) such chemical o r substance 
solely for its own use Persons subject to an order issued under this 
section shall be given a reasonable opportunity to consult with the 
President or his delegate with respect to the implementation o f the 
order

(2) Orders which are to be issued under paragraph (1) to manu­
facturers, producers, and procecsors of a chemical or substance 
shall be equitably apportioned, aa far aa practicable, among a ll 
manufacturers, producers, and processors of such chemical o r sub­
stance; and orders which are to be issued under paragraph (1) to 
distributors and repackagers o f a chemical or substance shall be eq­
uitably apportioned, as Tar as practicable, among a ll distributions 
and repackagers of such chemical or substance In apportioning 
orders issued under paragraph (1) to manufacturers, producers, 
processors, distributors, and repackagers o f chlorine, the President 
or his delegate shail, in carrying out the requirements o f the pre­
ceding sentence, consider—

(A) the geographical relationship and esLabli'hed commercial 
relationships between auch manufacturers, producers, proces­
sors, distributors, and re packagers and the persons for whom 
the orders are issued;

(B) in the case of orders to be issued to producers o f chlorine, 
the (i) amount o f chlorine historically supplied by each auch 
producer to treat water in public water systems and public 
treatment works, and (ii) share o f each such producer o f the 
total annual production o f chlorine in the United Statea; and

(C) such other factors as the President or his delegate may 
determine ere relevant to the apportionment o f orders in ac­
cordance with the requirements o f the preceding sentence

(3) Subject to aubeection (0. any person (or whom a certification 
o f need has been iaaued under thia subsection may upo the expira­
tion o f the order iaaued under paragraph (1) upon auch certification 
apply under this section for additional certifications.

(d) There shall be available aa a defenae to any action brought 
for breach of contract in a Federal or State court arising out of 
delay or failure to provide, sell, or offer for sale or exchange a 
chemical or substance sublet! to an order issued pursuant to sub- 
aection (eXl), that such delay or failure was cauaed aolely by com­
pliance with such order
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(eXl) Whoe/er knowingly fails to comply with any order iaaued 
pursuant to subsection (eXl) shall be fined not more than $5,000 for 
each such failure to comply.

(2) Whoever fails to comply with any order iaaued pursuant to 
lubeection (cKl) shall be subject to a civil penalty o f not more than 
12,500 for each such failure to comply.

(3) Whenever the Administrator or he Pret len t or his delegate 
ties reason to believe that any pere< n is violating or will violate 
my order iat.ued pursuant to subsection (eXl), he may petition a 
United States district court to iaeue a temporary restraining order 
>r preliminary or permanent ir\junction (including a mandatory in­
unction) to enforce the provisions o f auch order.
(f) No certification o f need or order iaaued under this section may 

-emain w eftos4—
i l l  1 a  A A A A

m i  - t i . -  U - - . ------1 —  Q /v  i n o n

vkishevss w n h  6t*k in effect more than one year.
SK8EASCH, TECHNICAL ASSISTANCE, IN fO ftM A T IO N , AND TRA IN IN G  O f

f n a o N N B L

Sec. 1442. (aXl) The Administrator may conduct research, stud- 
eu, and demonstrations relating to the cauaee, diagnosis, treat- 
nent, control, and prevention o f physical and mental diseases and 
ither impairments o f man resulting directly or indirectly from oon- 
aminantn in water, or to the provision o f a dependably aafe supply 
*f drinking water, including—

(A) improved methods ii) to identify and measure Ihe esist- 
ence o f contaminants in drinking water (including methods 
which may be used by State and local health and water o ffi­
cials), and (ii) to identify the source o f such contaminants;

(B) improved methods to identify and measure the health e f 
fectn o f contaminants in drinking wate-

((') new methods o f treating raw water to prepare it for 
drinking, so as to improve the efficiency o f water treatment 
and to remove contaminants from water;
(D) improved methods for providing a dependably safe supply 

o f drinking water, including improvements in water purifica­
tion and distribution, and methods o f aaeeesing health related 
haxards o f drinking water, and

(E) improved methods o f protecting underground water 
sources of publi. water systems from contamination.

(2XA) The Administrator shall, to the maximum extent feeaible, 
rovide technical aaaiatance to the States and mun> ripalilies in the 
stablvshment and administration o f public water system supervi- 
ion programs (as defined in section 1443(cXI»
(B) The Administrator is authorised to provide technical aasist- 
nce and to make grants to States, or publicly owned water aye- 
enu to assist in responding to and alleviating any emergency aitu- 
tion affecting public water systems (including sources ol water for 
uch systems) with the Administrator determines to present sub- 
lantisl danger to the public health Grants provided under this 
ubparagrapn shall be used only to support those actions which (ii 
re necessary for preventing, limiting or mitigating danger lo the
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public health in such emergency situation and (ii) would not, in the 
judgment o f the Administrator, be taken without such emergency 
aaaiatance. The Administrator may carry out the program author­
ized under thia subparagraph aa part of, and in accordance with 
the Lerma and conditions of, any other program o f aaaiatance for 
environmental emergencies which the Administrator is authorized 
to carry out under any other provision of law. No limitation on ap­
propriations for any such othei program shall apply to amounts ap­
propriated under this subparagraph.

(3XA) The Administrator shall conduct studies, and make period­
ic reports to Congress, on the costa • carrying out regulations pre­
scribed under section 1412.

(B) Not later than eighteen months after the date o f enactment 
o f this subparagraph, tne Administrator shall submit a report to 
Congress which identifies and analyzes—

(i) the anticipated costs o f compliance with interim and re­
vised national primary drinking water regulationa and the an­
ticipated costs to States and units o f local govemmenta in im ­
plementing such regulations;

(ii) alternative methods o f (including alternative treatment 
techniques for) compliance with such regulations;

(iii) methods o f paying the costa of compliance by public 
water systems with national primary drinking water regula­
tions, including user charges, State or local taxes or subsidies, 
Federal grants (including planning or construction grants, or 
both), loans, and loan guarantees, and other methods o f assist­
ing in paying the costs of auch compliance;

(iv) tne advantages and disadvantages of each o f the methods 
referred to in clauses (ii) and (iii);

(v) the sources o f revenue presently available (and projected 
to be available) to public water systema to meet current and 
future expenses; and

(vi) the coats o f drinking weter paid by residential and indus­
tria l consumers in a sample o f large, medium, and small public 
water systems and of individually owned welts, and the reasons 
for any differences in such costs.

The report required by this subparagraph shall identify and ana­
lyze the items required in clauses (i) through (v) separately with re­
spect to public water systems serving small communities The 
report required by thia suoparagraph shall include such recommen­
dations as the Administrator deems appropriate

(4) The Administrator shall conduct a lurvey and study o f—
(A) disposal of waste (including residential wante) which may 

endanger underground water which supplies, or can reason 
ably be expected to supply, any public water systems, and

(B) means of control o f such waste disposal
Not later than one year after the date of enactment o f thia title, he 
■hall transmit lo the Congress the results o f such survey and study, 
together with such recommendations aa he deems appropriate

(6) The Admimalrator ahall carry out a study o f me< nods o f un­
derground injection which do not result in *he degradation of un­
derground drinking water sources

to) Th e  Administrator shall carry out a study of met bods of pre 
venting, detecting, and dealing with surface spills of contaminants
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'hich may degrade underground water sources fur public wuler

fralema(7) The Adminialrator ahall carry out a study o f virus contumina- 
on o f drinking water source* and means of control o f such con- 
animation.(8) The Administrator shall carry out a study o f the nature and 
stent of the impact on undorground water which supplies or can 
easonably be eipected to supply public water systems o f (A) aban- 
loned injection or eitraction wells; (B) intensive application o f pes- 
icidee and fertilizers in underground water recharge areas; and (C) 
Kinds, pools, lagoons, pita, or other surface disposal o f conlami- 
isnts in underground water recharge areas.(9) The Administrator shall conduct a comprehensive study o f 
>ublic water supplies and drinking water sources to determine the 
lature, extent, sources of and means o f control o f contamination by 
rhemicals or other substances suspected o f being carcinogenic. Not 
ater than six months after the date o f enactment o f this title, he 
ihall transmit to the Congress the initial o f auch study, together 
with such recommendations for fu rther review and corrective 
lclion as he deems appropriate.(10) The AdminLilraLor shall c ir ry  out a study o f the reaction of 
.'hlorine and tiur./c acids and the effects o f the contaminants 
which result fro*.; iiuch reaction o r public health and on the safety

drinking water, lncludvig any cair oogenic effect.
(11) The Administrator snail carry out « study o f polychlorinated 

Mphenyl contamination o f actual or p< tential sources o f drinking 
water, contamination o f such sources by ocher substances known or 
suspected to be harmful to public health, the effects o f such con­
tamination, and means o f removing, treating, or otherwise control­
ling such contamination. To assist in carrying out this paragraph, 
the Administrator is authorised to t take grants to public agencies 
and private nonprofit institutions.(b) In carrying out thia title, the Administrator is authorized to—

(1) collect and make available information pertaining to re­
search, investigations, and demonstrations with respect to pro­
viding a dependably safe supply o f drinking water together 
with appropriate recommendations in connection therewith;

(2) make available «.search facilities o f the Agency to appro­
priate public authorities, institutions, and individuals engaged 
in studies and research relating to the purposes of this title;

(3) make grants to and enter into contracts with, any public 
agency, educational institution, and any other organization, in 
accordance with procedures prescribed by the Administrator, 
under which ha may pay a ll or a part o f the costs (ss may be 
determined by the Administrator) o f any project or activity 
which ui designed—(A) Lo develop, expand, or carry out a program (which 

may combine training education and employment) for 
truining persons for occupations involving the public 
health aspects o f providing safe drinking water;

'Ml to train inspectors and supervisory personnel to tram 
or supervise persons in occupations involving the public 
health aspects o f providing sale drinking water, or

((1) lo  develop and exp .nd the capability o f programs o f 
State and municipalities to carry out the purpoaes o f this 
title (other than by carrying out State programs o f public 
water system supervision or underground water source protection (as defined in section 1443<c))).

(c) Not la le i than eighteen months after the date o f enactment o f 
this subsection, the Adminiatralor shall submit a report to Con­
gress on the present and projected future availability o f an ade­
quate and dependable supply o f safe drinking water Lo meet 
present and projected future need. Such report shall include an 
analysis o f the future demand for drinking water and other com­
peting uses o f water, the availability and use o f methods to con- 
ser 'e water or reduce demand, the adequacy o f present measures 
to assure adequate and dependable supplies o f safe drinking water, 
and the problems (financial, legal, o r other) which need to be re ­
solved in order to assure the availability o f such supplies for the 
future. Existing information and data compiled bv tne National 
Water Commission and others shall be utilized to the extent possi­ble

(d) The Administrator sha ll—
(1) provide training for, and make grants for training (includ­

ing postgraduate training) o f (A) personnel o f S late agencies 
which have primary enforcement responsibility anJ o f agencies 
o f units o f local government to whicn enforcement responsibil­
ities have been delegated by the State, and (B ) personnel who 
manage or operate public water systems, and

(2) make grants for postgraduate training o f individuals (in­
cluding grants to educational institutions (or traineeships) for 
purposes o f qualifying such individuals to work personnel referred to in paragraph (I).

Reasonable fees may be charged for training provided under para­
graph (1MB) to persons other than i  jreonnel o f Suite or local ',gen- 
cies but such training shall be provided to personnel o f S tite  o r local agencies without charge

(e) Tne Administrator is authorized to make grants to a public 
w i er system which is required, under Stale or local law, to .neet 
standards relating to drinking water turbidity which are more 
stringent than the standards in effect pursuant to this title Such 
grants shall be used by the public water system for the develop­
ment and demonstration (including construction and installation) 
o f any water filtration system which will demonstate a new o r im­
proved method o f meeting such more stringent standards

(f) There are authorized to be appropriated lo carry out the pro­
visions o f this section, other than subsection (a)(2)(B) and provisions 
relating to research, $16,000,000 for the fiscal year ending June 30, 
1975; $25,000,000 for the fiscal year ending June 30, 1976; 
$35,000,000 for the fiscal year ending June 30, 1977; $17,000,000 for 
each o f the fiscal years 1978 and 1979; $21.405,000 for the fiscal 
year ending September 30, 1980, $30,000,000 for the fiscal year 
ending September 30. 1981, and $35,000,000 for the fiscal year 
ending September 30. 1982 There are authorized to be sppropri 
uted Lo carry out subsection (aM2MBl $8,000,000 for each of the fiscal yeara l ‘J78 through I9H2 There are authorised to be appropriated to 
curry out subnet lion tuH'JXH) not more than the /ollounnp amounts
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There are au tho r ized  to be appropr ia ted  to carry out the p ro o u io n t  
o f  t h u  section (other than  sub ject ion tg), subsection (aX3*h.. a n d  
prov is ions re la t ing  to research), not more than  the f o l lo w in g  
amounts'
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(g) The A dm in is t r a to r  is au tho r iz ed  to p rov ide te chn ic a l assist­
ance to sm a l l  p u b l i c  water systems to enab le  such systems to ach ieve  
a n d  m a in t a in  comp liance  w it h  n a t io n a l  d r in k in g  water regu lat ions. 
Such assistance may in c lu d e  "c ircu it-nder” programs, t ra in ing , a n d  
p re l im in a ry  eng ineer ing studies. There are au tho r ized  to be appny  
pr in ted to carry out th is subsection $10,000,000 for each o f  the f is ca l 
years 1987 through 1991. Not less th an  the greater o f—

( ! )  3 percent o f the amounts appropriated under this subsec 
lion, or 

(t) $380,000
sh a l l  be u t i l iz e d  for techn ic a l assistance to p u b l i c  water systems 
owned or operated by I n d ia n  tribes.

GRANTS FOR ST ATT PROGRAMS

Sec. 1443. (aX l) From allotment* made pursupnt to paragraph
(4), the Administrator may make grant* to Stales to carry out 
public water system supervision program*.

(2) No grant may be made under paragraph (1) unless an applica­
tion therefor ha* been submitted to the Administrator in such form 
and manner a* he may require. The Administrator may not ap­
prove an application o f a State for it* first grant under paragraph
(I )  unleas he determine* that the State—

(A) ha* established or will establish within one year from the 
date o f such grant a public water system supervision program, 
and

(B) will, within that one year, assume primary enforcement 
responsibility for public water system within the State

No grant may be made to a State undei paragraph ( I )  for any 
period beginning more than one year after the date o f the State n 
first grant unless the State has assumed and maintained primary 
enforcement responsibility for public water systems witnin the 
State The p roh ib it io n s  con ta in ed  in  the preced ing  lu<o sentences 
s h a l l  not upp ly  to such grants when  made to In d ia n  Tribes

(3) A grant under paragraph (1) shall be made to cover not more 
than 7fi |k r centum  of the grant recipient')* coats (as determined 
under regulations of the Administrator) in carrying out, during the 
one-year period beginning on the dale the gra.il is made, a public 
water system supervision program

(4) In each lineal year the Adiuinistrutoi shall, in accordance 
with regulations, allot the sums uppropriuled lor such ycur under 
paragraph (5) among the Slates on the basis ol imputation, geo­
graphical urea, number o f public water systems, and other relevuut 
factors No Stale shall receive less thun I per centum of the pnnuul 
appropriation fo grunts under paragraph (I). Provided, That the 
Administrator inuy by regulntiun. reduce such percentage in ac­
cordance with the orif ria specified in this paragraph A . J prnvid 
ed fu r th e r , That such percentage shall not apply to grants allotted 
lo Guam, American Samoa, or the Virgin Islunda

(51 The prohibition contained in the last sentence o f paragraph
(2) may be waived by the Administrator with respect to a grant to 
a State through fiscal year 1979 but such prohibition may only be 
waived if, in the judgment o f the Administrator—

(A) the Sta le ia making diligent effort to assume and main­
tain primary enforcement responsibility for public water sya- 
tems within the Stute;

(B) the State has made significant progress toward assuming 
and maintaining auch primary enforcement responsibility; ana

(C) there is reason to believe the State will assume such pri­
mary enforcement reaponaibility by October I, 1979.

The amount o f any grant awardea for the fiscal years 1978 and 
1979 pursuant to a waiver under this paragraph may not exceed 75 
per centum of the allotment which the Stale woula have received 
lor such fiscal year if it had assumed and maintained such primary 
enforcement responsibility. The remaining 25 per centum o f the 
amount allotted to such State for auch fiscal year shall be retained 
by the Administrator, and the Administrator may award such 
amount to such State at such time as the State assumes such re­
sponsibility before the beginning of fiscal year 1980 At the begin­
ning o f each fiscal years 197j and 1980 the amounts retained by 
the Administrator for any preceding fiscal year and not awarded 
by the beginning fiacal year 1979 or 1980 to the States to which 
such amounts were originally allotted may be removed from the 
original allotment and reallotted for fiscal year 1979 o r 1980 (as the 
case may be) to States which have assumed primary enforcement 
responsibility by the beginning of such fiacal year

(6) The Administrator shall notify the State o f the approval or 
disapproval o f any application for a grant under this section —

(A) within ninety days after receipt of such spphcalion, or
(B) not later thun the first dsy o f " ,e  fiscal year for which 

the grant application is made,
whichever is later.

(7) For the purposes o f making granta under paragraph (1) there 
are authorized to be appropriated $15,000,000 for the fiacal year 
ending June 30, 1976, $25,000,000 for the fiscal year ending June 
30. 1977. $35,000,000 for fiscal year 1978, $45,000,000 for fiacal year 
1979, $29,450,000 for 'he fiscal year ending September 30, 1980, 
$32,000,000 for the fiscal year ending September 30, 1981, und 
$34,000,000 for Ihe fiscal year ending September 30, 1982 For the 
purfHtttet o f milking grants under paragraph ( I > the e are a .thorued 
to he appropriated not more thun the following amounts
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(bx I) From allotments made pursuant to paragraph (4), the Ad­

ministrator may make g T a n la  to States to carry out underground 
water source protection programs.(2) No grant may be made under paragraph (1) unleas an applica­
tion therefor has been submitted to the Administrator in such form 
and manner as he may require. No grant may be made to any 
State under paragraph (1) unleaa the State has assumed primary 
enforcement responsibility within two years after the date the Ad­
ministrator promulgates regulations for State underground injec­
tion control programs under aection 1421 The p ro h ib i t io n  co n ­
ta in ed  in the nreced ing sentence s h a l l  not ap p ly  to each grants 
U/hcn made to I n d ia n  Tribes(3) A grant under paragraph (1) shall be made to cover not more 
than 75 per centum of the jrrant recipent's costs (as determined 
under retaliations o f the Administrator) in carrying out, di ring the 
one-year period beginning on t ’ e dale the grant is made, an under­
ground water source protection program.

(4) In each fiacal year the Administrator shall, in accordance 
with regulations, allot the sums appropriated for such year under 
paragraph (5) among the States on the basis o f population, geo­
graphical area, and other relevant factors.(5) For purposes o f making grants under paragraph (1) there are 
authorized to be appropriated $6,000,000 for the fiscal year ending 
June 30. 1976, $7,500,000 for the fiscal year ending June 30, 1977, 
$10,000,000 for each o f the fiscal years 1978 and 1979, $7,795,000 for 
the fiacal year ending September 30, 1980, $18,000,000 for the fiacal 
year ending September 30, 1981, and $21,000,000 for the fiscal year 
ending September 30, 1982. For the purpose o f  making grants under 
paragraph ( I )  there are authorised lo be appropriated not more than 
the following amounts:
Fiscal year Am***ttJg j ............... .........  / If. 700.000

f f i r Z ................  ......  if.700 .000i sst to.fsa.oooit to fO.isa.ooom i  ......... to.isa.ooo
(c) For purposes o f this aection: (i(1) The term "public water system supervision program" 

means a program for the adoption and enforcement ol d rin l ing 
w iter regulations (with such variances and ezemptions from 
such regulations under conditions and in a manner which is 
not leas stringent than the conditions under, and the manner 
m. which variances and ezemptions may be granted under sec 
tioiia 1415 and 1416) which are no leae stringent than the na 
lionul primary drinking water regulations under section 1412. 
and for keeping records and making reports required by sec­
tion UKMaX.l)

(2) Th e  term "underground water source protection pro 
grum ” means u program for the adoption and enforcement of u 
progiam which meets the requirements of regulations under
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seciion 1421 and for keeping records and making reports re­
quired by section 1422(bXI XAKii) Such term includes, where 
applicable, a program which meets the requirements of section

SfltCIAL STUDY AND DEMONSTRATION HIOJK T  ORANTS; GUARANTIED
LOANS

Skc 1444 (a) The Administrator may make grants to any person for the purposes o f—
(1) assisting in the development and demonstration (includ­

ing construction) o f any project which will demonstrate a new 
or improved method, approach, or technology, for providing a 
dependable safe supply of drinking water to the public; and

(2) assisting in the development and demonstration (includ­
ing construction) o f any project which will mvi Uigate and 
demonstrate health implications involved in the reclamation, 
recycling, and reuse o f waste waters for drinking and the proc­
esses and methods for the preparation of safe and acceptable 
drinking water

(b) Grants made by the Administrator under this section shall be subject to the following limitations
<1) Grants under this section shall not ezceed 66 ’n  per 

centum o f the total coat o f construction of any facility, and 75 
pei centum of any other coats, as determined by the Adminis­trator.

(2) Grants under this aection shall not be made for any 
project involving the construction or modification o f any facili­
ties for any public water system in a State unless such project 
has been approved by the State charged with the responsibility 
for safety o f drinking water (or if there is no such agency in a 
State, by the State health authority).

(3) Grants under this aection shall not be made for any 
project unleaa the Administrator determines, after consulting 
the National Drinking Water Advisor/ Council, that aucn 
project will serve a useful purpose relating to the development 
and demonstration of new or improved techniaues. o r technol­
ogies for the provision o f safe water to the public for drinking.

(4) Priority for grants under this section shall be given where 
there are known or potential public health hazards which re­
quire advanced technology for the removal o f particles which 
are too small to be removed by ordinary treatment technology

(c) For the purposes o f making grants under subsections (a) and
(b) of this aection there are authorized to be appropriated 
$7,600,000 for the fu js l year ending June 30, 1976; ana $7,600,000 
for fiscal year ending June 30, 1976, and $10,000,000 for the fiacal year ending June 30, 1977

(r TTie Administrator during the fiscal years ending June 30, 
1970, and June 30, 1976, shall carry out a program of guaranteeing 
loans made by private lenders to small public water systems for 
the purpose of enabling such systems lo meet national drinking 
water regulations Iiea8i4mg mSw w  regaUsawa) prescribed under sec­
tion 1412 No such guarantee may be made with retqwcl to a 
system unleaa ( I )  such syslem cannot reasonably obtain financial
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assistance necessary to comply with regulations from uny nlhei 
source, und 12) the Administrator determines ili.it a rv  facilities 
constructed with a loan guaranteed under this suliseclion is not 
likely to be made obsolete by subsequent changes in primary regu 
lotions Tb e  aggregate amount of indebtedness guaranteed with re 
spoi l to any system may not exceed $50,000. Th e  aggregate umount 
of indeblneas guaranteed under this subsection muy not exceed 
$50,000,000 Th e  Administrator shall prescribe regulations to carry 
out this subsection.

RECORDS AND INSPECTIONS

S m : 1445 luMl> Every person who is a supplier o f water, who is 
or may be otherwise subject to a primary drinking water regula­
tion prescribed under section 1412 or to an applicable underground 
injection control program (as defined in section 1422' 'I. who is or 
may be subject lo the permit requirement o f section 1424 or to an 
order issued under section 1441, or who is a grantee, shall establish 
and maintain such records, make such reports, conduct such moni­
toring, and provide such information as the Administrator may 
reasonably require by regulation to assist him in establishing regu 
lations under this title, in determining whether such person has 
acted or is ucting in compliance with this title, in admiuisU-i ing 
any program of financial assistance under this title, in evaluating 
the health risks o f unregulated contaminants, or in advising the 
public of such risks In requiring a public watei syulem to monitor 
under thu subjection, the Admmutrator may take into consider 
ation the system sue and the contaminants likely to be found m the system s drinking water

tit Not later than 18 months after enactment o f the Safe Drinking 
Water Act Amendments o f  1886. the Admmutrator sha ll promul 
gate regulations requiring every public water system to mnducl a 
monitoring program fo r unregulated contaminants. The regulations 
shall require monitoring o f drinking water supplied by the system 
and sha ll vary the frequency and schedule o f monitoring require 
men is fo r systems based on the number o f persons seroetl by the 
system, the source o f  supply, and the contaminants likely to be 
found Each system sha ll be required lo monitor ut least once terry 
5 years after the effective date o f the Admmutrator's regulations 
unless the Admmutrator requires more frequent monitoring

(J) Regulations under paragraph i i )  sha ll lu t unregulated con 
tummants for which systems may be requited to monitor, and sha ll 
include criteria by which the primary enforcement authority in each 
Stole could show cause fo r addition or deletion o f  contaminants 
from ihe designated lut. The primary State enforcement authority 
may delete contaminar.lt fo r an individual system, in accordance 
w ith  these criteria, after obtaining a/>prnval o f  assessment o f the 
contaminants tMlenhuUy to be found in the system The A dm nu  
trntoi sha ll approve or disapprove su. h on assessment submitted by 
u Sta le  u ithin 60 days A Slate r.uiy add contaminants, in accord 
nm e  with these criteriu. without making an assessment, but in no 
event s h a l l  such uilditiaru increase Federal exjx'nditures authorued 
by Ih is  set l in n

1‘iiblu water systems conducting monitoring o f unregulated 
contaminants pursuant to thu  tectum sha ll provide the results o f 
such monitoring to the primary enforcement authority.

(5> Notification o f the aiKiilability o f  the results o f  the monitoring 
programs required under paragraph t i ), and notification o f  the 
availability o f  the results o f the monitoring program referred to in 
paragraph lb'), sha ll be given to the persons served by the system and  
the Administralor.

(6) The Adm inutrutor may woive the monitoring requirement 
under paragraph (t ) fo r a system which has conducted a monitoring 
pn'gram after January /, 1983, i f  *he Adminutrutor determines the 
program to have been coruutent .yith the regulaht a  promulgated 
under thu section.

(7) Any system supplying less than ISO service connections Lho ll be 
treated as complying with thu  subsection i f  such system provides 
water samples or the opportunity fo r sampling according lo rules a  
tabluhed oy the Administrator.

(8) There are authorized to be appropriated $30,000,000 in the 
fiscal year ending September 30, 19a/ to remain available un til ex­
pended to carry out tne provuions o f  thu  subsection.

(bXl) Except aa provided in paragraph (2), the Administrator, o r 
representative* o f the Administrator duly designated by him, upon 
presenting appropriate credentials and a written notice to any sup­
plier o f water or other person subject to (A) a national prim ary 
drinking water regulation prescribed under aection 1412, (B ) an ap­
plicable underground injection control program, or (C) any require­
ment to monitor an unregulated contaminant pursuant to subsec­
tion (a), or person in charge o f any o f the property o f such supplier 
or other person referred to in clause (A), (BI, or (C), is authorized to 
enter any establishment, facility, or other property o f such supplier 
or other person in order to determine whether such supplier o r 
other person has acted or is acting in compliance with this title , 
including for this purpose, inspection, at reasonable times, of 
recorda, files, papers, processes, controls, end facilities, or in order 
Lr test any feature o f a public water system, including its raw 
water source. The Administrator or the Comptroller General (or 
any representative designated by either) shall have access for the 
purpose o f audit and examination to any records, reports, or in fo r­
mation o f a  grantee which are required to be maintained under 
subsection (a) or which are pertinent to any financial assistance 
under this title(2) No entry may be made under the first sentence o f paraffraph
( I )  in an establishment, facility, or other property o f a supplier o f 
water or other person subject to a national primary drinking water 
regulation if the establishment, facility, or other property is located 
in a Stale which has primary enforcement reaponaibility for public 
water systems unleaa, before written notice o f such entry is made, 
the Administrator (or his representative) notifies the Slate agency 
charged with reaponaibility lor safe drinking water of the reaaona 
for auch entry The Administrator shall, upon a showing by the 
Stale agency that such an entry will lie detrimental lo the adminis­
tration of the Stale's progiam of primary enforcement responsibil­
ity, take such showing into cons deration in determining whether 
to muke such entry No Slate agency whi h receives notice under

.VI
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thia paragraph of an entry proposed to be made under paragraph 
(1» may uae the information contained in the notice to inform the 
peraon whose property ia proposed to be entered of the proposed 
entry, and if a State agency so uses auch information, notice to the 
agency under thia paragraph ia not required until auch time aa the 
Administrator deU rmines the agency has provided him satisfactory 
assurances that it will no longer so uae information contained in i 
notice under thia paragraph.ic) Whoever fails or refuses to comply with any requirement of 
subsection (a) or to allow the Administrator, the Comptroller Gen­
eral, or representatives o f either, to enter and conduct any audit or 
inspection authorised by nubsection (b) may he ftse4 a s  nmn the* 

sha ll be subject to a civil penalt) of not lo exceed (115,000 
(dXl) Subject to paragraph (2), upon a showing satisfactory lo  the 

Administrator by any peraon that any information required under 
this section from such peraon, if made public, would divulge trade 
Becrets or secret processes of such peraon, the Administrator shall 
consider such information confidential in accordance with the pur­
poses of aection 1905 of title 18 o f the United States Code If the 
applicant fails to make a showing satisfactory to the Administra­
tor, the Administrator shall give auch applicant thirty days' notice 
before releasing the information to which the application relates 
(unless the public health or safety require* an earlier release of 
Buch information)(2i Any information required under this section (a ) may be dis­
closed to other officers, employees, or authorized representatives of 
the United Stales concerned with carrying out this title or to com­
mittees o f .he Congress, or when relevant in any proceeding under 
this title, and (B) shall be disclosed to the extent it deals with the 
level o f contaminants in drinking water. For purposes o f this sub­
section the term "information required under thia section" means 
any papers, books, documents, or information, or any particular 
part thereof, reported to or otherwise obtained by the Administra­
tor under this aection.

(el For purposes o f this section, (1) the term "grantee" mean* any 
person wno applies for or receives financial assistance by grant, 
contract, or loan guarantee under ihia title, and (21 the term 
"person" includes a Federal agency

NATIONAL DRINKING WA*U ADVISORY COUNCIL
Sec 1446 (al There ia established a National Drinking Water Ad 

viaory Council which shall consist o f fifteen members appointed by 
the Administrator after consultation with the Secretary rive mem­
bers shall be appointed from the general public; five members shall 
be appointed from appropriate State ana local agencies concerned 
with water hygiene and public water supply, and five members 
(hull be up|>omted from representatives of private organizations or 
groups demonstrating an active interest in the field of water hy 
giene and public water supply Kach member of the Council shall 
hold office for a term of three years, except that —

i l l  any member appointed Ui fill a vai tncy occurmg prior lo 
lIn* expiriilion o f the term for which his predecessor was ap 
(smiled shall be appointed for the remainder of such term, and
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(2) the terms o f the members first taking office shall expire 
as follows: Five shall expire three years after the date o f enact­
ment o f this title, five shall expire two years after such date, 
and five shall expire one year after such date, as designated by 
the Administrator at the time o f appointment.

The members o f the Council shall be eligible for reappointment.
(b) The Council shall adviae, consult with, and make recommen 

dationa to, the Administrator on matters relating to activities, 
functions, and policies o f the Agency under thia title.

(c) Members o f the Counci! appointed under this section sha ll, 
while attending meetings or conferences o f the Council o r o ther­
wise engaged in business o f the Council, receive compensation and 
allowances at the rate to be flied  by the Administrator, but not ex- 
ceeding the daily equivalent o f the annual rate o f basic pay in 
effect for grade GS-18 o f the General Schedule for each day (in ­
cluding travel time) during which they are engaged in the actual 
performance o f duties vested in the Council While away from  the ir 
homes or regular places o f business in the performance o f services 
for the Council, members o f the Council shall be allowed travel ex­
penses. including per diem in lieu o f subsistence, in the same 
manner as persons employed intermittently in this Government 
service are alluwed expenses under section 5703(b) o f title 5 o f the United States Code

(d) Section 14(a) of the Federal Advisory Committee Act relating 
to termination, ahall not apply to the Council.

riOULAL AO IN Cl XS
S*c 1447. (a) Each Federal agency ( I )  having jurisdiction over 

any federally owned or maintained public water system or (2) en­
gaged in any activity resulting, or which may result in, under­
ground injection which endangers Jrinking water (within the 
meaning o f section 1421(d)(2)) shall be subject to, an^ comply with, 
a ll Federal, State, and local requirements, administrative authori­
ties. and process and sanctions respecting the provision o f safe 
drinking water and respecting any underground injection program 
in the same manner, and to the same extent, aa any nongovern­
mental entitv The preceding sentence ahall apply (A) to any re 
quirement wnethor substantive or prucedural (including any rec­
ordkeeping or reporting requirement, ony requirement respecting 
permits, and any other requirement whatsoever), (B ) to the exerciao 
o f any Federal, State, or local administrative authority, and (C) to 
any process o r sanction, whether enforced in Federal. State, or 
local courts or in any other manner Thia subsection shall apply, 
notwithstanding any immunity of such agencies, under any law or 
rule o f law. No officer, agent, or employee of the United States 
ahall be personally liable for any civil penalty under this title with 
respect to any act o r omission within the scope o f his official duties

(b) The Administrator shall waive compliance with subsection (a) 
upon request o f the Secretary o f Defense and upon a determination 
hy (he I resident that (he requested waiver ia neceaaary in the in- le ria l of national security The Administrator ahall maintain a 
written record o f the haeia upon which such waiver was granted



ind nuke auch rec'urd uvailuble for in cumern exammutiun when 
'elevunl in a judicial proceeding undrr this litle  Ujmiii the isbu- 
mce of audi a waiver, (he Adminiatrator ahull pubiitm in the Fed- 
irnl Itegisler a notice that the waiver waa granted for notional ae- 
rurity purposes, unleaa, upon the request o f the Secretary o f De- 
fenbe, the Adminiatrator determines lo omit auch publication be­
cause the publication itself would bo contrary to the interests o f 
national security, in which event the Adminiatrator shall submit 
notice to the Armed Services Committee o f the Senate and Mouse 
o f Kepresenlutivea (ctt 11 Nothing in the Safe Drinking Water Amendments o f 1977 
shall be construed lo alter or affect the status o f American Indian 
[lands or water rights nor u> waive any sovereignty over Indian 
lands guaranteed by treaty or statute.

(2) For the purposes of thia Act, the term ‘ ‘Federal agency" ahall 
not be construed to refer to or include ai y Amencan Indian tribe, 
nor lo the Secretary o f the Interior in his capscily as trustee of 
Indian lands

JU D IC IA L RKVIKW
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t it actions pertaining la the establishment o f national p r i­
mary drinking water regulationt (including maximum contami­
nant level goal*! may be filed only in the United Slates Court o f 
Appeals fo r the District o f Columbia circuit, and
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(2) any other action o f  the Administrator under this Act may 
be filed  in (/vr circuit in uhich Ihe petitioner resides or trans 
acts business which is directly affected by the action 

Any auch petition ahall be filed within the 46day period beginning 
on the dale of the promulgation o f the regulation or issuance o f the 
order with respect to which review is sought or on the date o f the 
determination with respect to which review is sought, and may be 
filed after the expiration of auch 46-day period it the p* ‘ ition is 
based solely on ..ounda arunng after 'he eipiration of such period 
Action of the Administrator with respect to which review could 
have been obtained under this subsection shall not be subject to ju 
(haul review in any civil nr criminal proceeding for enforceun nt or 
in any civil action to enjoin enforcement 

ihi The United Stales district courts shall have jurisdiction of uc 
lions brought to review ( I )  the granting of, or ( lie refusing to grant, 
u variance or exemption under section 1416 or 141(1 or (2) tne re 
((iiiremeiils of any schedule prescribed (or a variance or exemption 
under hurli section or the fuilure to prescribe such a schedule. Such
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an action may only be brought upon a petition for review filed with
the court within the 46-day period beginning on the dute the action
sought lo  be reviewed ia taken or, in the case o f a petition lo
review the refusal lo  grant a variance or exemption or the fa ilure
lo prescribe a schedule, within the 4^day period beginning on the
dale action ia required to be taken on the variance, exemption, or
schedule, as the care may be. A petition for auch review may be
tiled after the eipiration o f auch period i f  the petition ia baaed
solely on grou ids arising after the eipiration o f auch period
Action with respect to which review could have been obtained
under this subsection shall not be subject to judic-al review in any
civil or crim inal proceeding for enforcement or in any civil action to enjoin enforcement.

(cl In any judicial proceeding in which review ia sought o f l  de­
termination under tnis title required to be made on Lhe record 
after notice and opportunity for hearing, i f  any party applies to the 
court for leave to adduce additional evidence and shows to the sat­
isfaction o f the court that auch additional evidence is material and 
that there were reasonable grounds for the failure to adduce auch 
eviderce m the proceeding before the Administrator, the court may 
order auch additional evidence (and evidence in rebuttal thereof) to 
be taken before the Administrator, in auch manner and upon auch 
terms and conditions as the court may deem proper The Adminis­
trator may m jd ify his findings as to the facta, o r make new find­
ings, by reason of the additional evidence ao taken, and he ahall 
file such modified o r new findings, and his recommendation, i f  any, 
for the modification or setting aside o f his original determination, with the return o f auch additional evidence

c i t i u m 's  c i v i l  a c t i o n

S k c . 1449 a )  Except n a  provided in aubeection (b) o f this section, any person may commence a civil action on hie own behalf—
(1) against any person (including (A) the United States, and

(B ) any other governmental instrumentality o r agency to the 
e iten t permitted bv the eleventh amendment to the Constitu­
tion) who is alleged lo  be in violation o f any requirement pre­scribed by o r under this title, or

(2) against the Administrator where there is alleged a fa ilure 
o f the Administrator to perform any act or duty under this title which is not discretionary with the Administrator.

No action may be brought under paragraph ( I )  against a public 
water system for a violation o f a requirement prescribed by or 
under this title which occurred within the 27-monlh period begin­
ning on the first day o f the month in which this title is enacted 
The United States district courts shall have jurisdiction, without 
regard to the amount in controversy or the citizenship o f the par- 
ites, to enforce in an action brought under this subsection any re­
quirement prescribed by or under this title or to order the Admin
islrator to perform an act, o r duty described m paragraph (2), as the case may be

(b) No civil action may tie commenced —
( I )  under subjection laN l) of this section respecting violation o f a lequuement prescribed by or under line title
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(A) prior lo sisty day* after the p laintiff haa given notice 

o f auch violation (i) to the Adminiatrator, (ii) to any alleged 
violator o f auch requirement and (n il to the State in which 
the violation occur*, or 

(Bi if the Adminiatrator, the Attorney General, or the 
State haa commenced and ia diligently proaecuting a civil 
action in a court o f the United Stales to require compli­
ance with auch requirement, but in any auch action in a 
court o f the Unitea States any person may intervene aa a 
matter o f right; or

(2) under subsection (a)(2) o f thia section prior to s iity  days 
after the plaintiff haa given notice o f auch action to the Admin­
iatratorNotice required by thia subsection ahall be given in such manner aa 

the Adminiatrator ahall prescribe by regulation No person may 
commence a civil action under subsection (a) to require a State to 
prescribe a schedule under aection 1415 or 1416 for a variance or 
eiemption, unless auch person showa to the satisfaction o f the 
court that the State haa in a substantial number o f cases failed to 
prescribe auch schedules.

(c) In any action under thia aection, the Administrator o r the At­
torney General, i f not a party, may intervene aa a matter o f right.

(d) The court, in iasuing any final order in any action brought 
under subsection (a) o f thia aection, may award costa o f litigation 
(including reasonable attorney and expert witness fees) to anyKrty whenever the court determines such an award ia appropriate 

e court may, if a temporary restraining order o r prelim inary in­
junction ia sought, require the filing o f a bond or equivalent securi­
ty in accordance with the Federal Rulea o f Civil Procedure

(e) Nothing in thia aection ahall restrict any right which anyCroon (or class o f persona) may have under any statute or common 
w to seek enforcement o f any requirement prescribed by or under 

thia title or to seek any other relief. Nothing in thia aection or in 
any other law of the United States ahall bs construed to prohibit, 
exclude, or restrict any State or local government from—

(1) bringing any action or obtaining any remedy or sanction 
in any State or IocaI court, or

(2) bringing any administrative action or obtaining any ad­
ministrative remedy or sanction,

against any agency of tne United States under State or local law to 
enforce any requirement respecting the provision o f safe drinking 
water or respecting any underground ir\jection control program 
Nothing in this aection ahall ha construed to authorise judicial 
review o f regulationa or orders o f the Adminiatrator under thia 
title, except as provided in section 1448 For provisions providing 
for application of certain requirements to auch agencies in the 
same manner aa to nongovernmental entities, see section 1447.

GENUAL PROVISIONS
Stcr 145<t (a * 11 The Administrator is authorized to prescribe 

such regulations aa are necessary or appropriate to carry out hui 
functions under this lu le

(2l The Administrator may delegate any of his functions under 
thia title (ether than prescribing regulations) to any officer or em­ployee of the Agency

(h) The Administrator, with the concent o f the head o f any other 
agency o f the United Stalea, may utilize auch officers and employ­
ees o f such agency aa he deems necessary to assist him in carrying out the purposes o f thia title.

(c) Upon the request o f a State o r interstate agency, the Adminia­
trator may assign personnel o f the Agency to such State or in te r­
state agency for the purposes o f carrying out the provisions o f thia title.

(dNl) The Adminiatrator may make payments of grants under 
this title (after necessary adjustment on account o f previously 
made underpayments or overpayments) in advance or by way o f re­
imbursement, and in auch installments and on such conditions as he may determine.

(2) Financial assistance may Lo made available in t ie  form  o f 
grants only to individuals and nonprofit agencies or institutions. 
For purposes o f thia paragraph, the term “ nonprofit agency or in­
stitution" meana an agency or institution no part of the net earn ­
ings o f which inure, or may law fully inure, to the benefit o f any 
private shareholder o r individual

(e) The Adminiatrator shall take auch action as may be necessary 
to assure compliance with provisions o f the Act o f March 3, 1931 
(known as the Davis-Bacon Act; 40 U S.C. 276a-276a<5)) The Secre­
tary ol Labor ahall have, with respect to the labor standards speci­
fied in this subsection, the authority and functions set forth in Re­
organization Plan Numbered 14 o f 1950 (16 F.R 3176; 64 Stat 1267) 
and section 2 o f the Act o f June 13. 1934 (40 U.S.C 276c)

(f) The Administrator shell request the Attorney General to 
appear and represent him in any civil action instituted under this 
title to which the Adminiatrator ia a party Unless, within a rea­
sonable time, the Attorney General notifies the Adminiatrator that 
he will appear in auch action, attorneys appointed by the Adminis­
trator shall appear and represent him.

(g) The provisions o f thia title ahall not be construed aa affecting 
any authority o f the Adminiatrator under part Q o f title HI o f this Act

(h) Not later than April I o f each year, the Administrator shall 
submit to the Committee on Commerce o f the Senate and the Com­
mittee on Interstate and Foreign Commerce o f the House o f Repre­
sentatives a report respecting the activities of the Agency under 
this title and containing auch recommendaliona for legislation aa 
he consider* necessary The report o f the Administrator under thia 
subsection which is due not later than April 1, 1976. and each sub­
sequent report o f the Administrator under thia subsection ahall in­
clude a statement on the actual and anticipated coat to public 
water systems in esch State o f co mpliance with the requirements 
o f this title The Office o f Manager, nt and Budget may review any 
repoit required by thu subsection efore Us submission to aucn 
committees o f Congress, but the 'WTice may not revue any auch 
report, require any revision in any such report, or delay its submis­
sion beyond the day prescribed for its submission, arid may submit
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o auch committee** of Congress its commenla reflecting any auch 
eporl
(iXI) No employer may discharge any employee or otherwise die- 

rimmale aguinat any employee with respect to hia compensation, 
erms conditions, or privileges o f employment because the employ- 
« (or any person acting pursuant to a request of the employee) 
isa—

(A) commenced, caused to be commenced, or is about to com 
mence or cause to be commenced a proceeding under thia Id le 
or a proceeding for the administration mr enforcement of drink­
ing w  r regulations or underground injection control pro­
grams «f a Stale.

(H) 'ratified or is about to testify in any such proceeding, or
(C) assisted or participated or ia about to aaaisl or participate 

in any manner in auch a proceeding or in any other action to 
carry out the purposes of tnis title.

|2MA) Any employee who believes that i haa heen discharged or 
itherwiae discriminated against by any peison in violation of para 
irsph U) may, within 30 days after auch violation occurs, file (or 
lave any person file on hia behalf) a complaint with the Secretary 
>f Labor (hereinafter in this subsection referred to aa the "Secre- 
ary") alleging auch discharge or discrimination Upon receipt uf 
uch a complaint, the Secretary shall notify the person named in 
he complaint of the filing o f the complaint 
(BXi) upon receipt of a complaint filed under subparagraph (A), 

he Secretary shall conduct an investigation of the violation alleged 
n the complaint . ithin 30 days o f the receipt o f such complaint, 
he Secretary shall complete such investigation and ahall notify in 
rriling the complement (and any person acting in hia behalf) and 
he person alleged to have committed auch violation o f the results 
f  the investigation conducted pursuant to thu  subparagraph 
Vithin 90 days of the receipt o f auch complaint the Secretary shall, 
m lea the proceeding on the complaint ia terminated by the Sec re 
sry on the basis of a settlement entered into by the Secretary and 
he person alleged to have committed auch violation, issue an order 
ither pro- iding the relief preecribed bv clause (ii) or denying the 
cun plain t An order o f the Secretary snail be made on the record 
fter notice and opportunity for agency hearing The Secretary 
>ay not enter into a settlement terminating a proceeding on a 
Mnplau t w ith-'jt the participation and consent of the complain- nt.
(ii) If in response to a complaint filed under subparagraph (A) the 

ecretary determines that a violation o f paragraph ( I )  haa oc 
jrred, the Secretary t lia ll order (I) the person who committed 
ich violation to take a/tirmalive action to abate the violation, (II) 
ich person to reinstate the complainant to his former position to- 
ftlier with the compensation (including back pay), terms, condi 0fu*. end privileges of his employment. ( I l l )  compensator) dam 
jra, and (IV ) wliere appropriate, exemplary damages If auch an 
rder ia iaaued, the Secrelaiy, at the reuoeat of the complainant, 
tall aaaraa agumsl the person against whom the order in nuturd a 
ini equal to the aggregate amount of a ll o s t*  and expr-naes (in 
tiding attorneys fees I reasonably incurred, an determined by the
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Secretary, by the complainunt for, or in connection with, the bring­
ing o f the complaint upon which the order was iaaued

(3XA) Any person adversely affected or aggrieved by an order 
uwued under paragraph (2) may obtain review o f the order in the 
United States Court of Appeals for the circuit in which the viola­
tion, with respect lo wLich the order was iaaued, Allegedly oc­
curred The petition for review muai be filed within sixty days from 
the issuance o f the Secretary's order. Review shall conform to 
chapter 7 o f title 6 of the United States Code The commencement 
o f proceedings under thia subparagraph ahall not, unless ordered 
by the court, operate aa a stay o f the Secretary’s order.

(B ) An order o f the Secretary with respect lo which review could 
have bun  obtained under subparagraph (A) ahall not be subject to 
judicial review in any crim inal o r oilier civil proceeding

(4) Whenever a person haa failed to comply with an order issued 
under paragraph (2XB), the Secretary shall file a civil action in the 
United States Ihstnct (h u r t  fo r the district in which the violation 
waa found to occur to enforce auch order. In actions brought under 
this paragraph, the district courts shall have jurisdiction to grant 
a ll appropriate re lie f including, but not limited to, injunctive relief, 
compensatory, and exempla:*y damages Civil actions Hied under 
thui paragraph shall be heard and decided expeditiously

(5) Any nondiacretionary duty imposed by thia section ia enforce­
able in mandamus proceeding brought under section 1361 of title 
28 o f the United States Code

(6) Paragraph ( I )  shall not apply with respect to any employee 
who, acting without diiection from hia employer (or the employer's 
ag ml), deliberately causes a violation o f any requirement o f this 
title.

INDIAN TUSSLS
Si*. US I (a) I n  G k n e m a i. — Subject lo the provision* o f subsec 

lion ibl, the Administrator—
( I )  is authorised to treat Indian Tribes as States under this 

title
( t l  may delegate surh Tribes primary enforcement responsibil 

tty for public water systems and for underground injection con 
/no/, and

( J )  may provide such Tribes grant and contract assistance to 
carry out functions provuled by this title.

(b) EPA R sxjIilations —11) S re t iru  reoviS'ONS — The Administrator shall, within Hi 
months after the enactment o f the Safe Drinking Water Act 
Amendments o f I9SS, promulgate fina l regulations specifying 
those provisions o f this title fo r which it is appropriate to treat 
Indian Tnbes as States Such treatment shall be authorised 
only i f

lA> the In d ia n  Tribe is recog . u e d  by the Secretary o f  the 
In te r io r  a n d  has a govern ing  fm«/y carry ing  out sub s ta n t ia l 
gove rnm en ta l dut ies a n d  (towers.

t i l l  the turn l i o n s  to be • l em s e t l  by the In d ia n  T h b e  are 
w i t h in  i e  urea o( the T r ib a l Government's ju r is d ic t io n ."  
u n d
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(C ) the In d ian  T ribe u  reasonab ly  exfk'cted to lie capable, 
in  the A d m m u t ra to r« ju d gm en t, o f  ca rry in g  ou t the fim c  
lio n s  lo  be exercised  in a m anne r consistent w ith  the terms 
a n d  purposes o f  th is  t it le  a n d  o f  a l l  app licab le  regu la tion s  

(21 P rov isions whams tm satuknt as static in A rm ors/ 
ATtc — F o r any p rov is ion  o f  th is  t it le  where trea tm en t o f  In d ia n  
Tribes as id en tic a l to S tates is in app rop ria te , a d m in is lr a tu e ly  
in feas ib le  o r o therw ise inconsisten t w ith  the purposes o f  th u  
title , the A d m m u tra to r  m ay in c lu d e  m  Ihe  regu la tion s  p rom u I 
gated unde r t h u  section, o th e r means f o r  a d m m u le r in g  such 
p rvu u ion  m a  manner th a t  w il ach ieve the purpose o f  the p ro v i­
sion N o th in g  m  th u  section s h a l l  be construed to a l lo w  In d ia n  
Tribes to assume o r  m a in ta in  p r im a ry  en forcem ent re spons ib il 
ity fo r  pub lic  w ater systems o r  fo r  u n de rg rou nd  in fection  c on tio l 
in a m anne r less protective o f  the h e a lth  o f  persons th an  such 
responsib ility  may be assum ed o r  m a in ta in ed  by a  S tate . An 
In d ia n  tribe s h a l l not be requ ired  to exercise c r im in a l enforce 
ment ju r is d ic t io n  fo r  pu rposes o f  com p ly ing  w ith  the preceding  
sen tenet.

Sections o f P.I*. B -1M  Which Do Not Amend the Sa it Drinking
W a te r  A ct

S e c  109 ic ) B a n  o n  L e a d  W a t u  P ip e s , S o l o e s , a n d  F l u e  in  
VA a n d  H lID  In s u r e d  o b  As s is t e d  P s o p e s iv  —

111 P r o h ib it io n  — T h e  S e c r e to r y  o f  H o u s in g  an d  U rb a n  D e  
v e lo pm en t and  th e  A d m in ia t r a to r  o f  th e  V e te r a n s ’ A d m m is t r a  
lion  m ay  n o t in au re  o r  g u a r a n te e  a  m o r tg a g e  o r fu rn ia h  a ss is t 
s l ic e  w ith  re sp ec t to  n ew ly  c o n s t r u c te d  re s id e n t ia l p r o p e r ly  
w h ich  co n ta in a  a p o ta b le  w a te r  sy s tem  un 'eaa  s u ch  sy s tem  uses  
on ly  le ad  tree  p ip e , s o ld e r , an d  f lu s

(2 ) D e f in it io n  o r  l e a d  r a e * .—  F o r  p u rp o se *  o f  p a r a g r a p h  ( I I  
th e  te rm  " le ad  fre e"  —

(A ) w hen  used  w ith  r e a p e d  to  ao fd e rs  an d  f lu *  re fe rs  lo  
s o ld e r s  an d  f lu *  c o n ta in in g  n o t m o re  th a n  0  2 p e r c e n t le ad , 
an d

(B I  w hen  used w ith  r e a p e d  to  p ipes an d  p ip e  f it t in g s  
re fe rs  tz> p ip e s  an d  p ip e  f it t in g s  c o n ta in in g  not m o re  th an  
H 0  r cen t lead  

(J l Kr»_«. iv e  d a t e — P a r a g r a p h  I ) s h a l l b e com e  e ffe c t iv e  24 
m on th s  „ f t e r  th e  e n a c tm en t o f  th ia  A ct 

(d ) L e a d  S o l o e s  am a  H a z a r d o u s  S u b s t a n c e  -
I I I  I n  c; e n e * a u - S e c t io n  mfX 1) o f  th e  F e d e ra l H a z a rd o u s  

S u b s ta n c e s  A c t  is am en d ed  by a d d in g  th e  fo llow in g  a l  th e  t o d  
th e r e o f

" (E l A ny  s o ld e r  w h ich  h a s  a lead  c o n te n t in e scea s  o f  U 2  tier 
cen t "

l2 l I .a s h  in u  S e c t ion  4 o f  th e  f  e d e ra l H a z a rd o u s  S u b  
s tan ce s  A ct is am en de '! by a d d in g  th e  fo llow in g  a t th e  end  
th e r e o f

' h ' T h i  in tro d u c t io n  o r d e liv e ry  for in tr o d u c t io n  in to  in te r s ta te  
com m e rce  o l an y  leud so ld e r w h irn  has a  lead  con ten t in e s ce sa  of 
I I 2 p e rcen t w h ich  d oes not p r om in en tly  d isp luy  a w a rn in g  lahe l 
s ta tin g  Ih e  le a d  con ten t o f  th e  so ld e r and  w a rn in g  ttm t th e  use o l

su ch  so ld e r  in th e  mukuig o f  jo in t s  o r  f it t in g s  in an y  p r iv a te  o r  
p u b lic  p o ta b le  w a te r  s u p p ly  sy s tem  ia p r o h ib ite d  "

(3 ) Effective date — TTie a m en d m en la  m ad e  by t h u  s u b s e c ­
t io n  s h a l l  b e com e  e ffe c t iv e  24  m on th s  a f te r  th e  e n a c tm e n t  o f  
th ia  A c t .

S ec  201 (c l S e c t io n  7'>10 .— ( 1 1 S e c t io n  7 0 1 0 (c l o f  th e  S o lid  W a a te  
D isp o sa l A c t  ia am en d e d  by s t r ik in g  “ s e c t io n s  7 0 0 2  an d  7 0 0 3  o f  t h is  
A c t an d  in se r t in g  in lieu  th e r e o f  “ th e  p ro v is ion s  o f  th is  A c t" .

(2 ) S e c t io n  7 0 1 0  o f  th e  S o l id  W a s te  D is p o sa l A c t  is re n u m b e r e d  sa  
aec tion  3 0 2 0  an d  in se r ted  a f te r  a e c t ion  3 0 1 9  o f  su ch  A c t . S e c t io n  
7 0 1 2  o f  ju c h  A c t  ia r e n u m b e re d  a s  s e c tio n  7 0 1 0  T h e  item  r e la t in g  
to  a e c tion  7 0 1 0  in th e  ta b le  o f  c o n te n ts  fo r  s u c h  A c t ia r e n u m b e r e d  
as s e c tio n  3 0 2 0  an d  in se r te d  a f t e r  th e  item  re la t in g  to  s e c t io n  8 0 1 9 . 
T h e  item  re la t in g  to  a e c t ion  7 0 1 2  in  th e  ta b le  o f  c o n te n ts  fo r  a u c h  
A ct is r e n u m b e re d  a s  a e c t ion  7 0 1 0  S u c h  ta b le  o f  c o n te n ts  is f u r t h e r  
am en d e d  by in s e r t in g  a f te r  s e c t io n  3 0 1 6  th e  fo llow in g  new  item :
"Sac 301* Inventory ot federal Agency hsasnioue waste (ecililwe "

S e e  3 0 2  (e ) S r u o v  — T h e  A d m in is t r a to r  o f  th e  E n v ir o n m e n ta l  
P ro te c t io n  A g en cy , in c o o p e r a t io n  w ith  th e  D ir e c to r  o f  th e  In d ia n  
H e a l th  S e rv ic e , s h a l l , w ith in  12 m on th s  a f t e r  th e  e n a c tm e n t  o f  t h a  
A ct, c o n d u c t  a  su rv e y  o f  d r in k in g  w a te r  on  In d ian  re s e rv a t io n s , 
id en tify in g  d r in k in g  w a te r  p r o b lem s  an d  th e  n eed , if  a n y , f o r  s l t e * -  
n a tiv e  d r in k in g  w a te r  su p p lie s
Sec 3 0 4  (b ) Co m p a r a t i v e H ealth Effecto Assessment — T h e  

A d m in is t r a to r  o f  th e  E n v ir o n m en ta l P ro te c t io n  A g en cy  s h a l l  c o n ­
d u c t  a c o m p a r a t iv e  h e a lth  e ffe c ts  aaaeaam en t, u s in g  a v a i la b le  d a L i ,  
to  c o m p a r e  th e  p u b lic  h e a lth  e ffe c ts  (b o th  p o s it iv e  an d  n e g a t iv e ) a s  
so c ia te d  w ith  w a te r  t r e a tm e n t  c h em ic a ls  an d  th e ir  b y p r o d u c t s  to  
th e  p u b lic  h e a lth  e ffe c ts  a a s o c ia ’e d  w ith  c o n ta m in a n ts  fo u n d  in 
p u b lic  w a te r  s u p p lie s  N o t  la te r  th a n  18 m on th s  a f t e r  th e  d a le  o f  
th e  e n a c tm e n t  o f  th is  A c t . th e  A d m in ia t r a to r  s h a l l  s u b m it  a  r e p o r t  
to  th e  C on g re ss  s e tt in g  fo r th  th e  re su lts  o l s u c h  a s se s sm en t.
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Original sponsor: Finance Committee

IN THE SENATE
BY THE LABOR AND 
COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 502 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the economic stabilization pro-

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that

have a principal place of business in the state provide a substantial 

portion of consumer, housing, and small business loans in the state and are 

an important source of financing for the state's small businesses;

lost a portion of their capital due to some circumstances not of their mak-

adequately serving the communities in which they maintain branches and 

fulfill their historic role of providing an alternative source of financing 

in the state's marketplace;

(4) the state can invest money in these financial institutions, 

thereby reducing the risk of future problems in the real estate market;

(5) th^se financial institutions will be able to increase their 

lending by a factor of at least 10 times the amount of money received by 

them from the state investments.

(b) The purpose of the legislature in establishing the economic 

stabilization program is to provide a source of money that can be invested 

in financial institutions that are chartered in the state and have a prin­

cipal place of business in the state so that their c p t‘-,**“1

gram; and providing for an effective date."

(1) financial institutions that are chartered in the state and

(2) these financial institutions have, in the last two years,

(3) some of these financial institutions are having problems
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1 creased. The legislature intends to achieve this purpose by authorizing

2 the Alaska Industrial Development and Export Authority to invest in inter-

3 est-be^ring ebentures of these financial institutions which shall be

4 repaid or redeemed at maturity.

5 * Sec. 2. ECONOMIC STABILIZATION PROGRAM. (a) The economic stabi-
I

6 ! lization program is established in the Alaska Industrial Development and

7 Export Authority. Under this program the authority is authorized to use up

8 to $15,000,000 for investments in debentures issued by a financial institu-

9 j tion with

10 (1) a charter issued by the state;

11 (2) its principal office located in the state; and.

12 (3) assets that totaled on December 31, 1987, less than

13 $150,000,000 when combined with assets of all its affiliates.

14 (b) The Alaska Industrial Development and Export Authority may not

15 make an investment under this section until

16 (1) at least one public hearing has been held on the proposed

17 investment; and

18 : (2) the authority and the director of banking, securities and

19 I corporations make a written finding that the proposed investment is in the 

20J public interest.

21 t (c) The Alaska Industrial Development and Export Authority may charge

22 a fee in connection with investments under this section that the authority

23 considers to be reasonable. The authority may only invest in debentures

24 that

25 (1) pay interest quarterly or more often;

26 (2) bear interest at a rate established by the authority that is

27 not less than one and one-half percent above the prime rate as determined

28 by the authority; in establishing interest the authority shall consider the

2? cost of brokered deposits;

|| CS5B 502(L&C) -2-
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(3) are due for repayment 10 years after the date of issue, but 

may be repaid sooner at the discretion of the issuer;

(4) are secured by the full faith and credit of the issuing 

institution and other collateral as required by the authority;

(5) create rights of payment superior to rights of stockholders 

of the financial institution, as determined by the authority;

(6) will be fully repaid before any dividends are paid to stock­

holders; and

(7) comply with other requirements th2 t may be established by 

the authority.

(d) The amount of debentures that may be purchased by the Alaska 

Industrial Development and Export Authority under this section from an 

institution may not exceed the amount of that insti. ution1s capital, sur­

plus, and undivided profits on December 31, 1985, as certified by the 

director of banking, securities and corporations. The combined amount that 

may be purchased from a holding company and its subsidiary bank may not 

exceed the amount of capital, surplus, and undivided profits of the sub­

sidiary bank on December 31, 1985, as certified by the director of banking, 

securities and corporations.

(e) Notwithstanding AS 06.05.307(a), debentures purchased by the 

Alaska Industrial Development and Export Authority under this section may 

be issued without regard to the principal amount of the notes and deben­

tures of the institution that are outstanding on the date of issuance. The 

authority may only purchase debentures under this section after the direc­

tor of banking, securities and corporations certifies that the issuance of 

the debentures otherwise complies with AS 06.05.307 and that the purchase 

meets the requirements of this section.

(f) The Alaska Industrial Development and Export Authority may pur­

chase debentures under this section only from an institution that agrees to

“3-__________________  CSSB 502(L&C)
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invest at least 15 percent of the purchase price in areas of the state 

outside of metropolitan areas within three years after receipt of the 

! purchase price. The authority shall by regulation define "metropolitan 

areas" for purposes of this subsection.

* Sec. 3. This Act is repealed July 1, 1990.

* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

CSSB 5 0 2 (L&C) -A
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§ 06.05.307 B a n k s  a n d  F i n a n c i a l  I n s t i t u t i o n s  § 0G.05.307
liability o f  the stockholders is valid until it is approved by the 
department.

(c) I f  a state bank fa ils  to maintain its total ad justed capital accounts 
and reserves in an am ount equal to the substandard assets as reported 
by the Federa l Deposit Insu rance Corporation o r the state in a bank's 
la te st rep o rt o f  exam ination, the department sha ll consider the fa ilu re  
as endangering the sa fe ty  o f  the depositor and may direct the bank ’s 
directors to increase the capital accounts in an am ount su ffic ien t to cover 
substandard assets. (§ 3 .202 ch 129 SLA  15)51; am § 11 ch 230 SLA  1908; 
am §§ 6, 7 ch 63 SLA  1969; am § 21 ch 169 SLA  1978)

E ffe c t  o f  a m e n d m e n t  —  The 1978 former subsections (c) and (d) as present
amendment substituted "paid-in capital" subsections (b) and (c), rewrote the second
for “a paid-up capital," “$250,000" for Bentence of present subsection (h), and
"$100,000,” "paid-in surplus" for "a substituted "Federal Deposit Insurance
paid-up surplus," and "of paid-in capital” Corporation" for "FDIC" in subsection (c),
for “of paid-up capital" in subsection (a), E d ito r ’ *  note. — Section 55, ch. 169, 
added the language beginning ‘ and it is SLA 1978, contains a severability clause 
unlawful" to the end of subsection (a), CJ.S. reference. — 9 CJ.S. Hanks :.,.a 
deleted former subsection (b), designated Hanking § 58.

See. 06.05.3rt7. C iip itu l notes o r  debentures, (a) A bank organized 
under the laws o f  this state may, w ith the approva l o f stockholders 
owning two-thirds o f  the stock o f  the bank entitled to vote o r  w ithout 
this approval i f  au thorized by its artic les o f  incorporation, issue 
convertib le o r nonconvertib le capital notes o r  debentures with the 
w ritten consent o f  the department. The principal am ount o f  notes and 
debentures outstanding a t any time may not exceed 3 3 '/3 pe r cent o f  
the capital stock and su rp lu s fund o f  the bank a t the date o f  issue. The 
ra te  and term  a re  sub ject to the approval o f the departm ent but in no 
event may the te rm  he more than 20 years a fte r  the date o f  issue.

(b ) No bank m ay re tire  capital notes o r debentures i f  the re tirem ent 
creates an impairment o f  its capital. Capital notes and debentures are 
subordinated in righ t o f  payment in the event o f  insolvency o r liquidation 
o f  the bank to the prio i payment o f a ll deposits and a ll claims o f o the r 
creditors except the ho lders o f  securities on a parity with the capital 
notes and debentures and the holders o f  securities expressly 
subordinated to the capital notes and debentures.

(c) Bank assets may not be pledged to secure capital notes and 
debentures but the bank may, f o r  the security and the protection o f  the 
holders o f  the capital notes and debentures, ag ree th rough ita board o f  
directors to re stric t the payment o f dividends.

(d) The am ount o f  outstand ing notes and debentures not m aturing 
within one year sha ll be added to the capital su rp lu s account, and 
undivided p ro fits  o f  the iss ing bank fo r  the purpose o f  determ ining the 
maximum omount that may be loaned by the bank as provided in § 205 
o f  this chapter.



1 p r i n c i p a l  p l a c e  o f  bus iness in  the s t a t e  so th a t  t h e i r  c a p i t a l  can be
2 in c re a s ed .  The l e g i s l a t u r e  in tends to  ach ieve t h i s  purpose by au th o r iz ing
3 the A laska I n d u s t r i a l  Development and Export A u th o r i t y  to inves t  in i n t e r -
4 e s t - b e a r in g  subord inated  debentures o f  these  f i n a n c i a l  i n s t i t u t i o n s  which
5 s h a l l  be repa id  o r  redeemed a t  m a tu r i ty .
6 * Sec .  2 .  ECONOMIC STABILIZATION PROGRAM. ( a )  The economic s t a b i -
7 l i z a t i o n  program i s  e s t a b l i s h e d  in the Alaska I n d u s t r i a l  Development and
8 Export A u th o r i t y .  Under t h i s  program the a u th o r i t y  i s  au th o r iz ed  t o  use
9 money in  the A laska I n d u s t r i a l  Development and Exporc Au thor i ty  revo lv ing

10 fund (AS 4 4 , 8 8 . 0 6 0 )  f o r  inves tments  in ^h b o rd in a t e d /d e b en tu r e s  i ssued by a, J s ^

11 htrlcling -comp&njrvwi'th •
12 ( 1 )  a c h a r t e r  i s sued  by the s t a t e ;
13 ( 2 )  i t s  p r i n c i p a l  o f f i c e  l o c a t e d  in the s t a t e ;  and
14 ( 3 )  a s s e t s  tha t  t o t a l e d  on December 31 ,  1987 , l e s s  than
15 $ 1 5 0 , 0 0 0 , 0 0 0  when combined with  a s se t s  o f  a l l  i t s  a f f i l i a t e s .
16 (b )  The Alaska I n d u s t r i a l  Development and Export AuthoVity may only

\ %v17 invest  i n  debentures under t h i s  s e c t i o n  th a t  ‘
{ ' f18 ( 1 )  pay i n t e r e s t  q u a r t e r l y  or  more o f t e n ;

*  -Le\ '19 ( 2 )  C b e a r  i n t e r e s t  a t  a r a t e  t h a t  i s  a t  l e a s t  50 b a s i s  po in ts
20 above the average^cost o f  a boncT'of s im i l a r  ma tu r i ty^ i s sued  by a munic ipa l -
21 i t y  at tb<i time the- -debenture i s  i s su ed ,  as determined by the a u t h o r i t y ;

IQ,22 ( 3 )  are due f o r  repayment J iv  years  a f t e r  the da te  of  i s s u e ,  Dut
23 may be r epa id  sooner at the  d i s c r e t i o n  o f  the i s s u e r ;  and
24 ( 4 )  are secured by the f u l l  f a i t h  and c r e d i t  o f  the  i s su ing
25 i n s t i t u t i o n ^  ^  ^  V  W ’' * * ' '

26 ( c )  The amount o f  debentures  t h a t  may be purchased by the Alaska
27 I n d u s t r i a l  Development and Export A u th o r i t y  under t h i s  s e c t i o n  from an
28 i n s t i t u t i o n  may not exceed the amount o f  tha t  i n s t i t u t i o n ' s  c a p i t a l ,  su r -
29 p l u s ,  and undivided p r o f i t s  on December 31 ,  1985 , as < e r t i f i e d  by the

SB 502 - 2 -  SB,0 5 0 2 a ^ ^ ^ '

, ( t }  1



1 p r i n c i p a l  p l a ce  o f  bus iness  in the s t a t e  so t h a t  t h e i r  c a p i t a l  can be
2 in c re a s ed .  The l e g i s l a t u r e  intends t o  ach ieve t h i s  purpose by au th o r i z in g
3 the A laska I n d u s t r i a l  Development and Export Au tho r i ty  to  inves t  in i n t e r -
4 e s t - b e a r in g  subord ina ted  debentures o f  these f i n an c i a l  i n s t i t u t i o n s  which
5 s h a l l  be r epa id  o r  redeemed at m a tu r i ty .
6 * Sec. 2 .  ECONOMIC STABILIZATION PROGRAM. ( a )  The economic s t a b i -
7 l i z a t i o n  program i s  e s t a b l i s h e d  in  the Alaska I n d u s t r i a l  Development and
8 Export A u th o r i t y ,  linder t h i s  progrrm the a u t h o r i t y  i s  au th o r iz ed  to  use
9 money in the Alaska I n d u s t r i a l  Developnent and Export Au thor i ty  revo lv ing

10 fund (AS 4 4 , 8 8 . 0 6 0 )  f o r  inves tments  in /subo rd ina ted /deben tu re s  i s sued  by a
. -*5> —  j

11 b{m ^.<^avtng^b 'A0k,vt5 't>bank'-hV lTU flg  comp&njr^with- / f
W  *12 ( 1 )  a c h a r t e r  i s sued  by tho s t a t e ;  ^

■I t r

f;13 ( 2 )  i t s  p r i n c i p a l  o f f i c e  l o c a t e d  in  the s t a t e ;  and
14 ( 3 )  a s s e t s  th a t  t o t a l e d  on December 31 ,  1987 , l e s s  than
15 $ 1 5 0 , 0 0 0 , 0 0 0  when combined with a s se t s  o f  a l l  i t s  a f f i l i a t e s .
16 (b )  The Alaska I n d u s t r i a l  Development and Export Au th o r i ty  ma* only

\ ’*17 inves t  in debentures under t h i s  s e c t i o n  that
18 ( 1 )  pay i n t e r e s t  qu a r t e r l y  o r  more o f t e r ;
19 ( 2 ) 0  f iea^^nMerest a t  a r a t e  that  i s  a t  l e a s t  50 b a s i s  p o in t s
20 above the average  ̂ cos t o f  a bond o f  s im i l a r  matur i ty , i s rued  by a mun ic ipa l -

T /  \21 i t y  iit tjie time the debenture  i s  i s s u ed ,  as determined by the a u t h o r i t y ;
^  /CL22 ( 3 )  are due f o r  repayment years a f t e r  the date  o f  i s s u e ,  but

23 may be r epa id  sooner at the d i s c r e t i o n  o f  the i s s u e r ;  and
24 ( 4 )  are secured by the f u l l  f a i t h  and c r e d i t  o f  the i s su ing

$

25 i n s t i t u t i o n .f t
26 ( c )  The amount o f  debentures  th a t  may be purchased by the Alaska
27 I n d u s t r i a l  Development and Export Au tho r i ty  under t h i s  s e c t i o n  from an
28 i n s t i t u t i o n  may not exceed the amount o f  tha t  i n s t i t u t i o n ' s  c a p i t a l ,  sur*
29 p l u s ,  and und iv ided p r o f i t s  on December 31, 1985 ,  as c e r t i f i e d  by the
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1 d i r e c t o r  o f  banking, s e c u r i t i e s  and c o rp o r a t i o n s .  The combined amount tha t
2 may be purchased from a ho ld ing  company and i t s  s u b s id i a ry  bank may not
3 exceed the amount o f  c a p i t a l ,  s u rp lu s ,  and undiv ided p r o f i t s  o f  the sub-
4 s i d i a r y  bank on December 31 , 1985 , as c e r t i f i e d  by the d i r e c t o r  o f  banking,
5 s e c u r i t i e s  and c o rp o r a t i o n s .
6 ( d )  Notwithstanding AS 0 6 . 0 5 . 3 0 7 ( a ) ,  debentures purchased by the
7 Alaska I n d u s t r i a l  Development and Export Au thor i ty  under t h i s  s e c t i o n  may
8 be issued withou t regard to  the p r i n c i p a l  amount o f  the notes and deben-
9 tu res  o f  the i n s t i t u t i o n  tha t  are ou ts tand ing on the da te o f  i s suan ce .  The
10 a u t h o r i t y  may only purchase debentures under t h i s  s e c t i o n  a f t e r  the d i r e c -
11 t o r  o f  banking, s e c u r i t i e s  and c o rp o r a t i o n s  c e r t i f i e s  tha t  the is suance  o f
12 the debentures  otherwise complies wi th  AS 0 6 . 0 5 . 3 0 7  and th a t  the purchase
13 meets the requirements o f  t h i s  s e c t i o n .

^  14 ( e )  The Alaska I n d u s t r i a l  Development and Export Au tho r i ty  may pur-
15 chase debentures under t h i s  s e c t i o n  only from an i n s t i t u t i o n  th a t  agrees  to
16 invest  a t  l e a s t  15 percent  o f  the purchase p r i c e  in  areas  o f  the s t a t e
17 ou ts id e  of me t ropo l i t an  areas w i th in  th ree  years a f t e r  r e c e ip t  o f  the
18 purchase p r i c e .  The a u t h o r i t y  s h a l l  by r egu la t i on  de f ine  "me t ropo l i t an
19 areas" f o r  purposes o f  t h i s  s u b se c t i on .
20 * Sec .  3 .  This Act i s  r epea led  Ju ly 1,  1990.
21 * Sec.  4 .  This Act takes e f f e c t  immediately under AS 0 1 . 1 0 . 0 7 0 ( c ) .
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W i l l i s  K i r k p a t r i c k ,  D i r e c t o r ,  D i v i s i o n  o f  B a n k i n g  a n d  

S e c u r i t i e s ,  D e p a r t m e n t  o f  C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t ,  

c a m e  f o r w a r d  t o  t e s t i f y  a n d  a n s w e r  q u e s t i o n s .  Mr. 

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

l i k e  t o  m a k e .  I t  i s  t h e  r e s p o n s i b i l i t y  o f  t h e  D i v i s i o n  of 

B a n k i n g  t o  d o  w h a t  it c a n  t o  p r o v i d e  a n d  s a f e  a n d  s o u n d  

f i n a n c i a l  i n s t i t u t i o n  s y s t e m  in  t h e  S t a t e  of A l a s k a .  He 

s t a t e d  t h a t  he  is i n  a p o s i t i o n  w h e r e  i n  s o m e  i n s t a n c e s  

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

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

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

t h e  p o s i t i o n  w h e r e  it is n e c e s s a r y  f o r  t h e m  t o  r a i s e  

c a p i t a l .  In t h e  d e t e r m i n a t i o n  t o  w h i c h  c a p i t a l  is 

a v a i l a b l e  t h e r e  is a d e t e r m i n a t i o n  b o t h  b y  t h e  L e g i s l a t u r e  

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

s h o u l d  c o m e  from. A s  a r e g u l a t o r  of  f i n a n c i a l  i n s t i t u t i o n s  

t h a t  h a s  s o m e  i n s t i t u t i o n s  i n  n e e d  o f  c a p i t a l  h e  is n o t  

o p p o s e d  to  t h i s  b i ll. T h e r e  a r e  c e r t a i n  t h i n g s  t h a t  t h e y  

m a y  w i s h  t o  c o n s i d e r  in t h i s  a n d  s o m e  o f  t h e m  a r e  if a 

f i n a n c i a l  i n s t i t u t i o n  in t h e  S t a t e  o f  A l a s k a  a n d  e s p e c i a l l y  

a s t a t e  c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n  if it i s  s e r v i n g  a 

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

o f  l e g i s l a t i o n .  If a n y  f i n a n c i a l  i n s t i t u t i o n  f a i l s  w h e t h e r  

i t  is a c r e d i t  u n i o n ,  s a v i n g s  o r  loan, c o m m e r c i a l  bank, or 

a m u t u a l  s a v i n g s  b a n k  if t h e y  a r e  s e r v i n g  a c o n s t i t u e n t c y  

a n d  t h e y  a r e  h a v i n g  p a r t i c u l a r  --- — J ----   11 ̂
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c o n s t i t u e n t s  m a y b e  t h e y  s h o u l d  a l s o  b e  c o n s i d e r e d  in t h i s  

t y p e  o f  l e g i s l a t i o n ,  at l e a s t  t o  s o m e  d e g r e e .  I t  h a s  b e e n  

_sugige&ted— that w e  h a v e  t o  s p a u e t h i s ' ' l e g i s l a t i o n  a t  t h e  

d e p a r t m e n t  l e v e l  a n d  it is a l s o  s u g g e s t e d  t h a t  if  f u n d s  a r e  

u s e d  t o  s h o r e  up  t h e  c a p i t a l  a c c o u n t s  of f i n a n c i a l  

i n s t i t u t i o n s  t h a t  p o s s i b l y  n o t  o n l y  m a k i n g  i t  a v a i l a b l e  t o  

o t h e r  i n s t i t u t i o n s ,  s t a t e  c h a r t e r e d ,  b u t  a l s o  a t  a r a t e  

h i g h  e n o u g h  t h a t  it w o u l d  d i s c o u r a g e  t h o s e  w h o  a r e  n o t  

n e c e s s a r i l y  in n e e d  o f  c a p i t a l  a s s i s t a n c e  n o t  t o  a p p l y  s o  

t h a t  it w o u l d  i n c r e a s e  t h e  c o s t  of  funds. I t  h a s  a l s o  b e e n  

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

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

t h a n  c o l l a t e r a l  for s t o - k  s u c h  a s  a n y  f a c i l i t i e s  re a l  

e s t a t e  t h a t  t h e  b a n k  m a y  o w n  a n d  its f i x e d  a s s e t s  as 

a d d i t i o n a l  c o l l a t e r a l .

S e n a t o r  K e l l y  a s k e d  if t h e y  c a n  d o  t h a t  a n d  i t  w o u l d  s t i l l  

c o u n t  at  ca p i t a l .  Mr. K i r k p a t r i c k  s t a t e d  t h a t  w e  w o u l d  

h a v e  t o  c h a n g e  t h a t  s e c t i o n  of l a w  t h a t  p r o h i b i t s  it. B u t  

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

bill.

S e n a t o r  K e l l y  a s k e d  w h a t  w o u l d  t h a t  a m e n d m e n t  say. Mr. 

K i r k p a t r i c k  r e s p o n d e d  t h a t  it w o u l d  d e l e t e  t h e  p r o h i b i t i o n  

of  n o t  c o u n t i n g  a p l e d g e  o f  a s s e t s  t o  t h e  b o n d  a s  far as 

u s i n g  it for t h e  c a p i t a l  a c c o u n t .



S e n a t o r  K e l l y  a s k e d  w h a t  r e s u l t  w o u l d  t h a t  h a v e  o n  the 

a b i l i t y  o f  t h e  b a n k s  t o  f u n c t i o n .  Mr. K i r k p a t r i c k  s a i d  

t h a t  it w o u l d  b e  t h e  q u e s t i o n  o f  w h e t h e r  o r  n o t  t h e  b a n k  

w o u l d  h a v e  e n o u g h  c a p i t a l  t h e n  t o  f u n c t i o n  r a t h e r  t h a n  not 

h a v i n g  e n o u g h  c a p i t a l  w h i c h  w o u l d  j e o p a r d i z e  t h e  e x i s t e n c e  

o f  t h e  f i n a n c i a l  i n s t i t i t i o n .  S e n a t o r  K e l l y  s t a t e d  t h a t  

in y o u r  j u d g m e n t  y o u  t h i n k  e v e n  i f  t h e y  w e r e  f o r c e d  to 

c o l l a t e r a l i z e  t h e  b o n d s  w i t h  a s s e t s  t h e y  c o u l d  s t i l l  

f u n c t i o n .  It c o u l d  b e  c o u n t e d  as c a p i t a l  a n d  t h e y  c o u l d  

s t i l l  f u n c t i o n .  Mr. K i r k p a t r i c k  c o n c u r r e d .  T h e  o n l y  

h e s i t a n c e  I h a v e  Mr. C h a i r m a n  is w h e t h e r  o r  n o t  the 

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

c a p i t a l .  A s  f a r  a s  t h e  r e g u l a t o r y  c a p i t a l  w i t h i n  t h e  s t a t e  

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

w o u l d  r e c o g n i z e  it as c a p i t a l .

N u m b e r  412

S e n a t o r  F a h r e n k a m p  s t a t e d  t h a t  s h e  w a s  c o n f u s e d .  If t h a t  

c o l l a t e r a l  a r e a  is c h a n g e d  b y  t h e  a m e n d m e n t  a r e  w e  c h a n g i n g  

w h a t  w e  a r e  t r y i n g  t o  d o  in t h i s  l e g i s l a t i o n .  Mr. 

K i r k p a t r i c k  r e s p o n d e d  t h a t  t h ^ r e  is a p r o v i s i o n  o f  l a w  t h a t  

s t a t e s  t h a t  b a n k s  a s s e t s ,  a n d  t h i s  is u n d e r  c a p i t a l  n o t e s  

a n d  d e b e n t u r e s  u n d e r  T i t l e  6, m a y  n o t  be p l e d g e d  t o  s e c u r e  

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

a n d  t h e  p r o t e c t i o n  of  t h e  h o l d e r s  o f  t h e  c a p i t a l  n o t e s  and 

d e b e n t u r e s  a g r e e  t h r o u g h  its b o a r d  o f  d i r e c t o r s  to  r e s t r i c t



t h e  p a y m e n t  o f  d i v i d e n d s .  W h a t  h e  is s a y i n g  h e r e  is a 

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

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

c a p i t a l  n o t e s  a n d  d e b e n t u r e s  w o u l d  a l l o w  it.

S e n a t o r  K e l l y  a s k e d  if it is p o s s i b l e  t o  r e s t r i c t  t h e  

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

p a i d  off. Mr. K i r k p a t r i c k  r e s p o n d e d  yes, t h a t  is in  t h e  

s y s t e m  now. S e n a t o r  K e l l y  a s k e d  if t h a t  is a d e q u a t e l y  

c o v e r e d  in t h e  m e a s u r e  t h a t  is in  f r o n t  o f  t h e  c o m m i t t e e .  

Mr. K i r k p a t r i c k  r e p l i e d  yes. S e n a t o r  K e l l y  a s k e d  is it

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

s u c h  t i m e  as t h e s e  a r e  p a i d  off. Mr. K i r k p a t r i c k s  

r e s p o n d e d  t h a t  h e  d i d n ' t  b e l i e v e  t h a t  it is  s t a t e d  f i r m l y  

in  t h i s  b u t  in i n v e s t i n g  in t h i s  t h a t  c e r t a i n  e x p e n s e s  o f  

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

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

o t h e r  t y p e s  of  e x p e n s e s .

N u m b e r  442

S e n a t o r  K e l l y  a s k e d  w h a t  d o  w e  h a v e  t o  d o  in t h i s  

l e g i s l a t i o n  t o  m a k e  a b s o l u t e l y  c e r t a i n  t h a t  t h e  s t a t e  c o m e s  

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

d i v i d e n d s  i f  t h e  s t a t e  i n v e s t s  c a p i t a l  in t h e s e  

o r g a n i z a t i o n s .  Mr. K i r k p a t r i c k  s u g g e s t e d  t h a t  t h e  s t a t e  

p r o v i d e  a p o l i c y  s t a t e m e n t  in t h i s  t h a t  w o u l d  s a y  t h a t  A I D A



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

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

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

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

b o n u s e s ,  e x p e n s e s ,  d i v i d e n d s .  T h e  g e n e r a l  t y p e  o f  e x p e n s e s  

t h a t  a r e n ' t  n e e d e d  f o r  t h e  o p e r a t i o n  of a f i n a n c i a l  

i n s t i t t u i o n  b u t  a r e  g e n e r a l l y  r e c o g n i z e d  as r e w a r d s  for 

s u c c e s s f u l  o p e r a t i o n  of  a f i n a n c i a l  i n s t i t u t i o n .  If  t h e r e  

is a s t a t e m e n t  in t h e  l e g i s l a t i o n  t h a t  t h a t  w a s  t h e  i n t e n t  

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

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

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

d i v i d e n d s .

N u m b e r  460

S e n a t o r  F a h r e n k a m p  n o t e d  t h a t  o n e  of  t h e  f i r s t  t h i n g s  Mr. 

K i r k p a t r i c k  m e n t i o n e d  w a s  t h e  p r e v e n t i o n  of b a n k s  t a k i n g  

m o n e y  w h e n  t h e y  d o n ' t  n e e d  it. S h e  s t a t e d  t h a t  s h e  

u n d e r s t o o d  t h a t  o n l y  t w o  b a n k s  t h a t  w e r e n ' t  in s e r i o u s  

t r o u b l e .  Do  y o u  r e a l l y  t h i n k  t h a t  ve n e e d  t o  a m e n d  t h i s  t o  

c o r r e c t  t w o  b a n k s .  Hr. K i r k p a t r i c k  r e p l i e d  t h a t  t h e y  h a v e  

s o m e  f i n a n c i a l  i n s t i t u t i o n s  t h a t  t h e y  h a v e  o n  t h e i r  " w a t c h  

l i s t . "  In o t h e r  w o r d s ,  t h e y  h a v e  c e r t a i n  c o n d i t i o n s  in 

t h e i r  f i n a n c i a l  s t a t e m e n t  t h a t  g i v e s  t h e m  s o m e  c o n c e r n .  

T h e y  a l s o  h a v e  s e v e r a l  f i n a n c i a l  i n s t i t u t i o n s  t h a t  a r e  n o t  

o n  t h e  " w a t c h  l i s t . "  T h e y  h a v e  m o r e  t h a n  t h r e e  o n  t h e i r



" w a t c h  l i s t "  b u t  t h e y  h a v e  m o r e  t h a t  a r e  not. W h a t  h e  is 

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

t h e r e  t h a t  w o u l d  n o t  w a n t  o r  n e e d  t h e  u s e  o f  t h i s  law.

S e n a t o r  F a h r e n k a m p  a s k e d  if t h a t  m e a n s  t h a t  w e  w o u l d  b e  

u n d o i n g  w h a t  w e  a r e  t r y i n g  t o  d o  b y  a d d i n g  a h i g h e r  

i n t e r e s t  r a t e  t o  d e b e n t u r e  bonds.
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BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 502 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the economic stabilization pro­

gram; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that

(1) financial institutions that are chartered in the state and

have a principal place of business in the state provide a substantial 
C c 'O S d * '* '/

portion of JJbtr' housing and small business loans in the state and are an

important source of financing for the state's small businesses;

(2) these financial institutions have, in the last two years, 

lost .som e portion of their capital due to/1 circumstances not of their mak-

i n e* •£

(3) I these financial institutions are having problems adequately 

serving the communities in which they maintain branches and fulfill their 

historic role of providing an alternative source of financing in the 

state's marketplace;

(A) the state can invest money in these financial institutions, 

thereby reducing the risk of future problems in the real estate market;

(5) these financial institutions will be able to increase their 

lending by a factor of at least 10 times the amount of money received by 

them from the state investments.

(b) The purpose of the legislature in establishing the economic 

stabilization program is to provide a source of money that can be invested 

in financial institutions that are chartered in the state and have a prin­

cipal place of business in the state so that their capital can be

- 1 -  CSSB 502 (L&C)
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increased. The legislature intends to achieve this purpose by authorizing 

the Alaska Industrial Development and Export Authorityvto invest in inter- 

est-bearing^jj^ordi^ate^ debentures of these financial institutions which 

shall be repaid or redeemed at maturity.

* Sec. 2. ECONOMIC STABILIZATION PROGRAM. (a) The economic stabi­

lization program is established in the Alaska Industrial Development and 

Export Authority. Under this program the authority is authorized to use up 

to $15,000,000 from the Alaska Industrial Development and Export Authority 

( r ^ o ^ i t ^ g x f i f o r  investments in debentures issued by a 

financial institution with

(1) a charter issued by the state;

(2) its principal office located in the state; and

(3) assets that totaled on December 31, 1987, less than

$150,000,000 when combined with assets of all its affiliates.

(b) ihe Alaska Industrial Development and Export Authority may not 

pay any processing or other fee in connection with an investment under this
) |> l  rlc.Ll T V  I  ̂ •I'-'D/j

section and may only invest in debentures that i £ V
> I- i j  <

(1) pay interest quarterly or more often;
/J/c'T U V j t a  * ̂

(2) bear interest at/oone and one-half percent above the prime

rate debgnt-pre jLs-rtss'ubdt as determined by the authority; V
■ i \ . ■

(3) are due for repayment 10 years after the date of issue, but

may be repaid sooner at the discretion of the issuer; 7 Vi,, , < .><
4c L '

(4) are secured by the full faith and credit of the issuing 

institution; and < f ^  .

r r 2 !  , d  t ' o v o( (fr) create rights of payment superi
^  '  '

of the financial

(fr) create rights of payment superior to rights of stockholders 

lancial institution,'as deterrnined by the authority.

(c) The amount of debentures that may be purchased by the Alaska 

Industrial Development and Export Authority under this section from an

' D r* x h * J n  O f /  L '^  M & M fJ ' .Q is t t s j . C j
,JsJ *  f iM k to v J y
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institution may not exceed the amount of that institution's capital, sur­

plus, and undivided profits on December 31, 1985, as certified by the

director of banking, securities and corporations. The combined amount that 

may be purchased from a holding company and its subsidiary bank may not 

exceed the amount of capital, surplus, and undivided profits of the sub­

sidiary bank on December 31, 1985, as certified by the director of banking, 

securities and corporations.

(d) Notwithstanding AS 06.05.307(a), debentures purchased by the 

Alaska Industrial Development and Export Authority under this section may 

be issued without regard to the principal amount of the notes and deben­

tures of the institution that are outstanding on the date of issuance. The 

authority may only purchase debentures under this section after the direc­

tor of banking, securities and corporations certifies that the issuance of 

the debentures otherwise complies with AS 06.05.307 and that the purchase 

meets the requirements of this section.

(e) The Alaska Industrial Development and Export Authority may pur­

chase debentures under this section only from an institution that agrees to 

invest at least 15 percent of the purchase price in areas of the state 

outside of metropolitan areas within three years after receipt of the 

purchase price. The authority shall by regulation define "metropolitan 

areas" for purposes of this subsection.

* Sec. 3. This Act is repealed July 1, 1990.

* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).
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BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 502 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the economic stabilization pro­

gram; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that

(1) financial institutions that are chartered in the state and 

have a principal place of business in the state provide a substantial 

portion of consumer, housing, and small business loans in the state and are 

an important source of financing for the state's small businesses;

(2) these financial institutions have, in the last two years, 

lost some portion of their capital due to circumstances not of their mak­

ing;

(3) these financial institutions are having problems adequately 

serving the communities in which they maintain branches and fulfill their 

historic role of providing an alternative source of financing in the 

state's marketplace;

(A) the state can invest money in these financial institutions, 

thereby reducing the risk of future problems in the real estate market;

(5) these financial institutions will be able to increase their 

lending by a factor of at least 10 times the amount of money received by 

them from the state investments.

(b) The purpose of the legislature in establishing the economic 

stabilization program is to provide a source of money that can be invested 

in financial institutions that are chartered in the state and have a prin­

cipal place of business in the state so that their capital can be in-
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creased. The legislature intends to achieve this purpose by authorizing 

the Alaska Industrial Development and Export Authority to invest in inter­

est-bearing debentures of these financial institutions which shall be 

repaid or redeemed at maturity.

* Sec. 2. ECONOMIC STABILIZATION PROGRAM. (a) The economic stabi­

lization program is established in the Alaska Industrial Development and

Export Authority. Under this program the authority is authorized to use up 

to $15,000,000 from the Alaska Industrial Development and Export Authority 

revolving fund (AS 44.88.060) for investments in debentures issued by a 

financial institution with

(1) a charter issued by the state;

(2) its principal office located in the state; and

(3) assets that totaled on December 31, 1987, less than 

$150,000,000 when combined with assets of all its affiliates.

(b) The Alaska Industrial Development and Export Authority may not

make an investment under this section until

(1) at least one public hearing has been held on the proposed

investment; and

(2) the authority and the director of banking, securities and

corporations make a written finding that the proposed investment is in the

public interest.

(c) The Alaska Industrial Development and Export Authority may not

pay any processing or other fee in connection with an investment under this 

section and may only invest in debentures that

(1) pay interest quarterly or moie often;

(2) bear interest at one and one-half percent above the prime

rate at the time the debenture is issued, as determined by the authority;

(3) are due for repayment 10 years after the date of issue, but 

may be repaid sooner at the discretion of the issuer;

CSSB 502(L&C) -2-



WORK DRAFT WORK DRAFT WORK DRAFT

1 (A) are secured by the full faith and credit of the issuing

2 institution; and

3 (5) create rights of payment superior to rights of stockholders

4 of the financial institution, as determined by the authority.

5 (d) The amount of debentures that may be purchased by the Alaska

6 Industrial Development and Export Authority under this section from an

7 institution may not exceed the amount of that institution's capital, sur-

8 plus, and undivided profits on December 31, 1985, as certified by the

9 director of banking, securities and corporations. The combined amount that 

may be purchased from a holding company and its subsidiary bank may not 

exceed the amount of capital, surplus, and undivided profits of the sub­

sidiary bank on December 31, 1985, as certified by the director of banking, 

securities and corporations.

(e) Notwithstanding AS 06.05.307(a), debentures purchased by the 

15 j Alaska Industrial Development and Export Authority under this section may

10

11
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13

14
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25

26

28

29

be issued without regard to the principal amount of the notes and deben-

17 j tures of the institution that are outstanding on the date of issuance. The

18 1 authority may only purchase debentures under this section after the direc-

19 I' tor of banking, securities and corporations certifies that the issuance of 

the debentures otherwise complies with AS 06.05.307 and that the purchase 

meets the requirements of this section.

22{| (f) The Alaska Industrial Development and Export Authority may pur­

chase debentures under this section only from an institution that agrees to 

invest at least 15 percent of the purchase price in areas of the state 

outside of metropolitan areas within three years after receipt of the 

purchase price. The authority shall by regulation define "metropolitan 

27|| areas" for purposes of this subsection.

* Sec. 3. This Act is repealed July 1, 1990.

* Sec. A. This Act takes effect immediately under AS 01.10.070(c).
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1 creased. The legislature intends to achieve this purpose by authorizing

2 the Alaska Industrial Development and Export Authority to invest in inter-

3 est-bearing debentures of these financial institutions which shall be

4 repaid or redeemed at maturity.

5 * Sec. 2. ECONOMIC STABILIZATION PROGRAM. (a) The economic stabi-

6 lization program is established in the Alaska Industrial Development and

7 Export Authority. Under this program the authority is authorized to use up

8 to $15,000,000 from the Alaska Industrial Development and Export Authority

9 revolving fund (AS 44.88.060) for investments in debentures issued by a

10 financial institution with

(1) a charter issued by the state;

(2) its principal office located in the state; and

(3) assets that totaled on December 31, 1987, less than

$150,000,000 when combined with assets of all its affiliates.

11

12

13

14

15 (b) The Alaska Industrial Development and Export Authority may not

16 make an investment under this section until

17

25

26

(1) at least one public hearing has been held on the proposed 

investment; and

(2) the authority and the director of banking, securitv£s£a)id 

corporations make a written finding that the proposed investment is in the 

public interest.

(c) The Alaska Industrial Development and Export Authority may not 

2J pay any processing or other fee in connection with an investment under this 

24 section and may only invest in debentures that

(1) pay interest quarterly or more often;

(2) bear interest at one and one-half percent above the prime

18

19

20 

21 

22

27 rate at the time the debenture is issued, as determined by the authority;

20 (3) arc due for repayment 10 years after the date of issue, but

29 may be repaid sooner at the discretion of the issuer; 
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BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 502 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the economic stabilization pro­

gram; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that

(1) financial institutions that are chartered in the state and 

have a principal place of business in the state provide a substantial 

portion of consumer, housing, and small business loans in the state and are 

an important source of financing for the state's small businesses;

(2) these financial institutions have, in the last two years, 

lost some portion of their capital due to. circumstances not of their mak­

ing;

(3) these financial institutions are having problems adequately 

serving the communities in which they maintain branches and fulfill their 

historic role of providing an alternative source of financing in the 

state's marketplace;

(A) the state can invest money in these financial institutions, 

thereby reducing the risk of future problems in the real estate market;

(5) these financial institutions will be able to increase their 

lending by a factor of at least 19 times the amount of money received by 

them from the state investments.

(b) The purpose of the legislature in establishing the economic 

stabilization program is to provide a source of money that can be invested 

in financial institutions that are chartered in the state and have a prin­

cipal place of business in the state so that their capital can be in-

- 1 -  CSSB 5 0 2 (L&C)
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creased. The legislature intends to achieve this purpose by authorizing 

the Alaska Industrial Development and Export Authority to invest in inter­

est-bearing debentures of these financial institutions which shall be 

repaid or redeemed at maturity.

* Sec. 2. ECONOMIC STABILIZATION PROGRAM. (a) The economic stabi­

lization program is established in the Alaska Industrial Development and 

Export Authority. Under this program the authority is authorized to use up 

to $15,000,000 from the Alaska Industrial Development and Export Authority 

revolving fund (AS 44.88.060)- for investments in debentures issued by a 

financial institution with

(1) a charter issued by the state;

(2) its principal office located in the state; and

(3) assets that totaled on December 31, 1987, less than 

$150,000,000 when combined with assets of all its affiliates.

(b) The Alaska Industrial Development and Export Authority may not 

make an investment under this section until

(1) public hearing has been held on the proposed

investment; and

(2) the authority and the director of banking, securities and 

corporations make a written finding that the proposed investment i.; in the 

public interest.

(c) The Alaska Industrial Development and Export Authority may not 

pay any processing or other fee in connection with an investment under this 

section and may only invest in debentures that

(1) pay interest quarterly or more often;
H !>*i t . y . i , * 1 1 1 ^

(2) bear interest at' one and one-half percent above the prime 

rate at the time the debenture is issued, as determined by the authority;
^  wf ^

(3) are due for repayment 10 years after the date of issue, but 

may be repaid sooner at the discretion of the issuer;
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(4) are secured by the full faith and credit of the issuing 

institution; and

(5) create rights of payment superior to rights of stockholders 

of the financial institution, as determined by the authority.

(d) The amount of debentures that may be purchased by the Alaska 

Industrial Development and Export Authority under this section from an 

institution may not exceed the amount of that institution's capital, sur­

plus, and undivided profits on December 31, 1985, as certified by the 

director of banking, securities and corporations. Tne combined amount that 

may be purchased from a holding company and its subsidiary bank may not 

exceed the amount of capital, surplus, and undivided profits of the sub­

sidiary bank on December 31, 1985, as certified by the director of banking, 

securities and corporations.

(e) Notwithstanding AS 06.05.307(a), debentures purchased by the 

Alaska Industrial Development and Export Authority under this section may 

be issued without regard to the principal amount of the notes and deben­

tures of the institution that are outstanding on the date of issuance. The 

authority may only purchase debentures under this section after the direc­

tor of banking, securities and corporations certifies that the issuance of 

the debentures otherwise complies with AS 06.05.307 and that the purchase 

meets the requirements of this section.

(f) The Alaska Industrial Development and Export Authority may pur­

chase debentures under this section only from an institution that agrees to 

invest at least 15 percent of the purchase price in areas of the state 

outside of metropolitan areas within three years after receipt of the 

purchase price. The authority shall by regulation define "metropolitan 

areas" for purposes of this subsection.

* Sec. 3. This Act is repealed July 1, 1990.

* Sec. A. This Act takes effect immediately under AS 01.10.070(c).
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FEDALAXA 
FEDERAL
medic union

April 18, 1988

Senator Tim Kelly 

P.O. Box V 
Juneau, AK 99311

Dear Senator Kelly:

I am writing to voice my opposition to Senate Bill 502, known popularly as 
the "Small Bank Bailout." It's my opinion, and I expect the opinion of most 
of FedAlaska's 34,000 members, that legislation of thi. sort will benefit a 
very limited number of individuals at the expense of everyone else.

First, it seems inconceivable to me that the state would consider a bailout 

of only a portion of an industry. There are nearly 40 financial 
institutions in Alaska and all of them have suffered from the downturn in 

our economy. Those who were especially greedy during the good times made 
loans that were imprudent by anybody's standards. Mow they come to the

state with their hands out looking for a subsidy. I'm sure the stockholders

and employees of First Interstate, Alaska National Bank of the North, 
Peninsula Savings and the other failed institutions are going to feel just a 
little regret that no one came to their rescue.

And what of those of us who suffered yet made tough decisions and have 
survived? Quite frankly, I didn't lay off friends and associates of many
years and spend countless sleepless nights just to be in competition with a
state supported bank. It's bad enough watching the federally propped up 
Alliance Bank's million dollar ad campaign on television.

FedAlaska will celebrate it's 40th Anniversary this November. Our nine 
branches in Juneau, Fairbanks, Kodiak and Anchorage surv.;ed this recent 
unpleasantness and will he here another 40 years.

Do us a favor, Senator Kelly, and oppose this legislation. Your opposition 
may create a handful of losers, but thousands of Alaskan consumers will 
benefit.

Sincerely,

Roger Aldrich 
President

cc: Commissioner Tony Smith

Governor Steve Cowper 
Senator Rick Halford 
Representative Sam Cotten 
Representative Randy Phillips

P.O. Box 107505 Anchorage. Alaska 99510-7061 (907) 276-1011
ANCHORAGE • KODIAK • FAIRBANKS • JUNEAU



SUITE 650, 4000 CREDIT UNION DRIVE 
ANCHORAGE, ALASKA 99503-6647

(907) 662-1255

ALASKA CREDIT UNION LEAGUE

April 19, 1988 APR 1 9 1988

The Honorable Tim Kelly 
PO Box V
Juneau, Alaska 99811 

Dear Senator Kelly:

Thank you for the opportunity to testify on SB 502. I regret the teleconference 
at the Anchorage end was very sporatic and we did not get a clear understanding 
of the committee's intent. However, I would like to reiterate the credit unions' 
position on this issue. We oppose SB 502, not because we were excluded from the 
legislation, but because we strongly feel it is bad public policy for the state 
to artificially-and selectively "bail-out" private enterprises.

Credit unions do not wish to be included in this legislation and we will make every 
effort to oppose its adoption.

Thank you again for your consideration of our views.

NBU/tc
cci Senate Labor & Commerce 

Senate Finance 
Commissioner Tony Smith

«

AFFILIATED WITH CREDIT UNION NATIONAL ASSOCIATION «



_ _  Denali Federal Credit Union

A p r i l  1 5 ,  1987

S e n a t o r  Tim K e l l y  
A l a s k a  S t a t e  L e g i s l a t u r e  
P .O .  Box V (MS 31 0 0 )
J u n e a u ,  AK 99811

RE: S e n a t e  B i l l  t o  p r o v i d e  s t a t e  f i n a n c i a l  a s s i s t a n c e
f o r  s t a t e - c h a r t e r e d  b a n k s

Dear  S e n a t o r  K e l l y ,

I w o u ld  l i k e  t o  e x p r e s s  s t r o n g  o p p o s i t i o n  t o  a new S e n a t e  b i l l ,  
i n t r o d u c e d  by t h e  F i n a n c e  C o m m i t t e e ,  t h a t  w o u ld  p r o v i d e  s t a t e  
f i n a n c i a l  a s s i s t a n c e  f o r  s t a t e - c h a r t e r e d  b a n k s .  We a l l  know t h e  
e co n o m y  i s  weak and many c o m p a n i e s  and i n d u s t r i e s  a r e  t a k i n g  a r e a l  
b e a t i n g  r i g h t  now, i n c l u d i n g  t h e  a v e r a g e  hom eow ner .  In l i g h t  o f  
t h i s ,  i t  w o u ld  b e  wrong f o r  s t a t e  g o v e r n m e n t  t o  i n v e s t  i n ,  and 
s u p p o r t  i n  e f f e c t ,  o n e  s e l e c t  g r o u p  o f  f i n a n c i a l  i n s t i t u t i o n s  s o  a s  
t o  be  b e t t e r  a b l e  t o  c o m p e t e  a g a i n s t  t h e  o t h e r  f i n a n c i a l  
i n s t i t u t i o n s  t h a t  h a v e  n o t  a s k e d  f o r  a s s i s t a n c e .

A l a s k a  has  t o o  many f i n a n c i a l  i n s t i t u t i o n s  f o r  t h e  s i z e  o f  t h e  
m a r k e t  a s  i t  i s .  Why d i s r u p t  norm al  c o m p e t i t i o n  in  t h e  m ark e t  
p l a c e  by i n v e s t i n g  i n  o n e  s e l e c t  g r o u p .  A l l  t h e  f i n a n c i a l  
i n s t i t u t i o n s ,  i n c l u d i n g  u s ,  c h o s e  t o  make t h e  l e n d i n g  d e c i s i o n s  
t h a t  we d i d .  We w i l l  l i v e  w i t h  t h e  c o n s e q u e n c e s ;  s h o u l d  t h e  
o t h e r s  n o t  do  t h e  same?

I f  t h e  s t a t e  i s  g o i n g  t o  i n v e s t  o r  b a i l  o u t  p r i v a t e  i n d u s t r y ,  how 
s h o u l d  i t  be  d o n e ?  To b e  r e a l l y  f a i r  t h t  s t a t e  w o u ld  need  t o  
i n v e s t  i n  o r  b a i l  o u t  t h e  c o n s t r u c t i o n  i n d u s t r y ,  t h e  o i l  s u p p o r t  
c o m p a n i e s ,  m e r c h a n t s ,  and l e t  us  n o t  f o r g e t  t h e  a v e r a g e  home­
o w n e r  who has  r e a l l y  had i t  t o u g h .  The s t a t e  o f  c o u r s e  c a n  n o t  
b a i l  o u t  e v e r y  o n e  s o  why s t a r t  g i v i n g  f i n a n c i a l  a s s i s t a n c e  t o  
o n e  s p e c i a l  i n t e r e s t  g r o u p .

I f  t h e  l e g i s l a t u r e  i s  g o i n g  t o  s e r i o u s l y  c o n s i d e r  t h i s  b i l l ,  I a sk  
t h a t  y o u  p l e a s e  g i v e  i t  f u l l  and p u b l i c  h e a r i n g s .  A l m o s t  70 p e r c e n t  
o f  a l l  A l a s k a n s  b e l o n g  t o  a c r e d i t  u n i o n  and  we w o u ld  l i k e  t o  h e a r  
how t h e  l e g i s l a t u r e  p r o p o s e s  t o  i n v e s t  o u r  s t a t e  money i n  o n e  s e l e c t  
g r o u p  o f  ban ks  when we a r e  s i t t i n g  w i t h  n e g a t i v e  e q u i t y  i n  o u r  
h om es ,  f a i l i n g  b u s i n e s s e s  and s t r u g g l i n g  t o  k e e p  o u r  c r e d i t  u n i o n  
c o m p e t i t i v e  and f i n a n c i a l l y  s t r o n g .  We h a v e  o v e r  1 7 , 0 0 0  members in  
A l a s k a  w i t h  b r a n c h e s  i n  F a i r b a n k s  and A n c h o r a g e .  We h a v e  s e r v e d  
o u r  m e m b e r 's  f i n a n c i a l  n e e d s  f o r  many y e a r s  and p l a n  t o  c o n t i n u e  
d o i n g  s o  i n  t h e  f u t u r e  t h e  A l a s k a n  w ay ;  on  o u r  own,  w i t h o u t  s t a t e  
a s s i s t a n c e .

PO Box 99008 Anchorage. Alaska 99509 (907) 561*2044 • Pouch 800 Fairbanks. Alaska 99701 (9071456-6658
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A p r i l  14, 1988

T h e  H o n o r a b l e  T i m  K e l l y
S t a t e  C a p i t o l
M a i l  S t o p  3100, R o o m  101
P.O. B o x  V
J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  Kelly:

I a m  w r i t i n g  t o  y o u  t o  e x p r e s s  m y  o p p o s i t i o n  t o  S B  502, a 
b i l l  w e  in t h e  C r e d i t  U n i o n  b u s i n e s s  in a n o t  so f o n d  m a n n e r  
r e f e r  t o  as t h e  " b a n k  b a i l o u t  b i l l . "

A s  t h e  P r e s i d e n t  of  F r o n t i e r  A l a s k a  S t a t e  C r e d i t  Un i o n ,  a n d  
t h e  C h a i r m a n  o f  t h e  A l a s k a  C r e d i t  U n i o n  L e a g u e ' s  G o v e r n m e n t a l  
A f f a i r s  C o m m i t t e e ,  I a m  e x t r e m e l y  d i s t r e s s e d  t h a t  t h e  
l e g i s l a t u r e  w o u l d  c o n t e m p l a t e  a n  i n f u s i o n  o f  s t a t e  m o n e y  in 
t h e  f o r m  o f  s u b o r d i n a t e d  d e b e n t u r e s  i n t o  s t a t e  c h a r t e r e d  
b a n k s .  I f e e l  s t r o n g l y  t h a t  t h e  a c t i o n  I j u s t  d e s c r i b e d  is a 
p o o r  p u b l i c  p o l i c y  a n d  g i v e s  t h e  g e n e r a l  p u b l i c  t h e  
i m p r e s s i o n  t h a t  t h e  s t a t e  is w i l l i n g  t o  r a n d o m l y  " b a i l  out" 
s e l e c t i v e  b u s i n e s s e s  d u r i n g  t h e  e c o n o m i c  d o w n t u r n .

A  " b a i l o u t "  of  t h i s  n a t u r e  p u t s  t h e  f i n a n c i a l  i n s t i t u t i o n s  
t h a t  h a v e  g o o d  m a n a g e m e n t  a n d  s o u n d  l e n d i n g  p o l i c i e s  a t  a 
c o m p e t i t i v e  d i s a d v a n t a g e .  T h o s e  i n s t i t u t i o n s  h a v e  a l s o
s u f f e r e d  l o s s e s  b e c a u s e  of  t h e  e c o n o m y ,  h o w e v e r ;  t h o s e  
i n s t i t u t i o n s  h a v e  s u r v i v e d  w i t h o u t  g o v e r n m e n t  a s s i s t a n c e  
b e c a u s e  t h e y  h a v e  t a k e n  s t e p s  n e c e s s a r y ,  i.e., r e d u c i n g  
s t a f f ,  w a g e  f reezes, a n d  b r a n c h  c l o s i n g s  n e c e s s a r y  to 
m a i n t a i n  p r o f i t a b i l i t y  a n d  a n  a d e q u a t e  c a p i t a l  base. A  s t a t e  
i n f u s i o n  of  c a s h  i n t o  a i l i n g  b a n k s  w i l l  a l l o w  t h o s e  b a n k s  t o  
c o n t i n u e  t h e i r  o p e r a t i o n s  a s  t h e y  a l w a y s  h a v e  w i t h o u t  m a k i n g  
a n y  o f  t h e  c h a n g e s  n e c e s s a r y  t o  s u r v i v e  d u r i n g  t h e s e  
d e p r e s s e d  e c o n o m i c  times.
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All Alaskan financial institutions are facing a challenge at 
this time. However, I feel strongly that the legislature 
should allow the market to settle and adjust without govern­
mental interference. The financial institutions that make 
the hard decisions and are well managed will survive and 
prosper.

A d m i t t e d l y ,  t h e  end r e s u l t  m a y  be fe w e r  f i n a n c i a l  
institutions, however the surviving institutions will be 
stronger and more efficient, which will result in reduced 
costs and better service to the consumers who utilize those 
institutions.

Again, I strongly urge you to oppose the passage of SB 502. 
If you would like to discuss this issue or desire any 
additional information, please feel free to contact me at the 
Credit Union's main office.

Thank you for your time and attention.

Sincerely,

President

LE:am



TESTIMONY OF NANCY USERA, PRESIDENT 
ALASKA CREDIT UNION LEAGUE 

SL&C 4/18/88, SR 502

Nancy Usera, President, Alaska Credit Union League, 

testified via teleconference in opposition to SB 502.

The Alaska Credit Union League represents all state credit 

unions. There are two state chartered credit unions, 15 

federally chartered. Their asset sizes range from half a 

million dollars to eight hundred and fifty million dollars. 

There are approximately 250,000 resident of Alaska who 

belong to credit unions, which are member owned and 

operated financial cooperatives.

The credit union movement in Alaska is opposed to this 

legislation. They are philosophically opposed to it from 

the standpoint that they don't believe that the state 

should be in the business of bailing out private 

enterprise. But specifically, they don't think that the 

state should selectively chose one type of enterprise over 

another. Its like blessing one child and condemning tho 

other to an uncertain future. Contrary to the language of 

the bill they don't think that this proposal promotes fair 

competition but rather gives an advantage to those 

institutions that will be able to receive capital throuqh 

this program. It's sort of the Burger King vs McDonalds 

analogy. How do you say, here aro two competing 

institutions and the state chooses to help Burger King and
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let McDonalds go it on their own through good management 

and the tough things that have to be done.

Recently they have had a lot of articles in the Anchorage 

papers and on television about some of the trials and 

tribulations that credit unions have gone through and its 

true that a fair portion, less than half, of the credit 

unions this year lost money for year end 1987. Because 

they are having the same affect and have to make the same 

decisions on their day to day basis, they are fighting the 

economy like the banks are. They have real estate losses 

and have to cut back staff, lower operating costs, and ate 

doing all the tough things that have to be done to get 

through this tough time. They don't think that it is 

something that was unforeseen. As early as 1985 there were 

indicators that the real estate market would was turning. 

All the financial institutions were in the same position, 

tney had to do the hard things that were going to be 

necessary to be able to survive in a down turned economy. 

Right now there are some 40 financial institutions in the 

State of Alaska, or 1 per 10,000 residents. Obviously 

there is an over saturation of the market. While they 

certainly d o n ’t want to see any of these financial 

institutions fail it does come down somewhat to a question 

of survival of the fittest. Those institutions that get 

mean and lean and can compete and provide a viable good 

service to the consumers are going to survive and those

2 -



that won't make those tough decisions aren't going to make 

it. They don't think that the state should be in the 

business of deciding who will and who will not. As a 

matter of fact the program of artificially proppinq up one 

institution over another will create debts. We may still 

have 40 financial institutions but they will be 40 weakened 

institutions instead of perhaps 35 strong ones. They don't 

know that all of the credit unions are going to make it 

through these. They don't know, they think that the hard

decisions are going to be made but they understand that

this is part of doing business and its part of taking the 

risks in private enterprise. Credit unions for the most 

part are directly competing with the smaller state 

chartered banks for the same deposits and for the same

lending dollar. The credit unions, probably a good half of 

them, are in a position that they do make small business 

loans, to owner/operators, to individuals who have 

businesses that they need to keep going on a day to day 

basis. The difficult part is finding good loans. One of 

the reasons that everyone is in a tough position right now 

is when they made those loans they sure looked good but the 

market turned around on them. We are all in the same

position. Credit unions have a lot of liquidity, they are 

ready, willing and able to make loans for worthwhile 

purposes to the residents of the State of Alaska. They 

don't want to come across opposing this legislation as 

"sour grapes." You know, gosh its not fair that they

3



should help them and not us. But rather they think that 

financial institutions should be allowed to succeed or fail 

based on their viability in the market place.

End of Testimony.



f i J a s k a  C o n  t i n e d t a / B a n k

A PLAN TO MAINTAIN A STATE BANKING SYSTEM 
a n d  P r o v i d e  e c o n o m i c  s t a b i l i t y

FOR ALASKA

An Overview

Historically, Alaskan owned and operated 
financial institutions have provided a 
substantial number of housing and business loans 
and have been an important source of financing 
for Alaska's small businesses. However, over the 
past few years, these institutions have 
experienced a major erosion of capital due, in 
large part, to circumstances outside their 
control.

As a result, these institutions can no longer 
fulfill their traditional role to provide an 
alternative source of financing in the state's 
marketplace. The failure of other financial 
institutions has disenfranchised many borrowers 
leaving them at the mercy of the FDIC, and unable 
to obtain innovative financing to survive in this 
economic downturn.

This proposal calls for an investment by the 
state co bolster the capital of state chartered 
banks.

* No cash would be required from the state.

* The state would receive a substantial cash 
profit over the life of the program.

* Alaskan financial institutions will be able to 
multiply the state investment at least ten 
times injecting that amount of actual cash into 
the Alaskan economy.

* The state's interest is safeguarded.

The result from the program will be one of 
stabilizing a shaky economy while protecting and 
preserving Alaskan businesses, jobs and the dual 
banking system Alaska has enjoyed for many years.



BANKING IN ALASKA: THE CURRENT STATUS

Historically, the state of Alaska has benefitted from two 
distinct banking systems;

(1) National Banks supervised by the Controller of the 
Currency and which are outside state supervision or 
regulation; and

(2) State chartered banks administered by the Alaska 
Department of Commerce, Division of Banking, which are 
fully responsive to state needs and regulations.

The banking industry has suffered a tremendous negative 
impact in just over a year's time. Five banks have failed.
Three were closed, and two were merged into a new FDIC 
controlled bank. The merger consolidated United Bank Alaska and 
Alaska Mutual Bank into the new Alliance Bank. Two savings and 
loans and two credit unions also failea.

As a result of these events and the severe downturn in 
the economy, the majority of banking within Alaska is now 
controlled by two huge national banks and three banks which are 
fully controlled by outside interestsl

National Banks 
National Bank of Alaska 
First National Bank of Alaska

Banks Controlled by Outside Interests 
Ranier Bank Alaska
Controlled by Ranier Bank-Seattle and Security Pacific 
Bank of Los Angeles

Key Bank of Alaska
Controlled by interests in Albany, New York 

Alliance Bank
Controlled by the FDIC and by 
in Monaco.

The remaining state banks are 
They are:

Alaska Continental Bank 
Alaska Statebank 
Home Savings Bank 
Denali State Bank 
B.M. Behrends Bank 
First Bank in Ketchikan

private interests centered

locally controlled.

Anchorage
Anchorage
Anchorage
Fairbanks.
Juneau
Ketchikan

The only independent state institutions surviving in 
Anchorage are Alaska Continental Bank, Alaska Statebank and Home 
Savings Bank, all specializing in small business and home loans.



1987 was a disastrous year for all but two banks which 
are headquartered in Anchorage. Statistics from the Department 
of Commerce, Division of Banking and Securities illustrate the 
severe impact upon banks. (These figures do not include the 
assets controlled by the FDIC.)

12/31/86 to 12/31/87 CALL REPORT 

Cash dropped $ 58.0 million

Loans dropped $704.9 mill'on

Deposits dropped

Individual $ 51.0 million
Government $ 4.7 million
State of Alaska $307.0 million

Checking accounts down $ 97.0 million

Savings accounts down $202.0 million

The net worth of all banks dropped to 3482.7 million even 
with the injection of $360 million from the FDIC to assist the 
UBA-AMB merger into Alliance Bank. Without that assistance, 
total bank capital would have been reduced to $122.7 million!

Other Real Estate Owned (OREO), not counting FDIC's, 
increased to $129,108,000.

Total Past Due Loans - not counting FDIC.

38-89 days past due $126.0 million
Over 90 days and accruing $ 36.4 million
Non-accruing $305.4 million

TOTAL non-performing loans $467.8 million
OREO in bank portfolios $129.1 million

GRAND TOTAL $596.9 mill ion

Total non-performing asset- were 11.9 percent of all bank
assets.

The impact of bank failures and reduced capital has been 
keenly felt by business owners statewide who a r 2 struggling to 
preserve their businesses and the jobs they create despite a 
severe economic downturn. The closure of several banks has left 
these entrepreneurs disenfranchised and their loans under the 
management of FDIC.
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Without management by an Alaskan controlled bank attuned 
to the unique characteristics of the Alaskan economy, those 
disenfranchised can no longer obtain extensions, modifications 
or renewals of their loans, much less the ability to borrow new 
capital for continuation of their businesses.

One of our larger national banks continues to try and 
help those large disenfranchised borrowers while the other 
national bank has been forcefully reducing its loan portfolio 
and is not making new loans.

Alliance Bank, assisted by the FDIC, is now controlled by 
outside interests. With it's current problems, it is not able 
to respond to the needs of those borrowers. The other national 
bank and the other state banks which are all controlled from 
outside have turned "conservative" making few, if any, loans to 
new borrowers.

As a result, only three banks previously mentioned,
Alaska Continental Bank, Alaska Statebank and Home Savings Bank 
remain as the small, locally-owned institutions which are trying 
hard to both survive the economic recession and service new 
borrowing needs.

Alaska Continental Bank's Role

Alaska Continental Bank has a unique nitch in the 
community. When it opened in 1982, A C B 's stated purpose was to 
be the bank for small businesses needing less than $500,000 on a 
term basis with the support or the Small Business Administration 
Guaranty Loan program. ACB is now the leading lender in urban 
ana rural Alaska in providing SBA term loans for the purchase, 
acquisition or refinancing of business assets.

ACB specializes in providing federally insured SBA loans 
having developed over $40 million of this type of financing 
statewide representing over 930 commercial business loans. ACB 
is the 27th leading lender in the entire nation in provioing 
this type of financing. ACB continues to be the only bank 
advertising for small business loans statewide.

The majority of loans provided are for working capital 
and have been maae for business development in locations which 
include Anchorage, Bethel, Homer, Wasilla, Palmer, Soldotna, 
Juneau, Kodiak, Cantwell, Houston, Whittier, Fairbanks, Seward, 
Kenai, Talkeetna, Skwentna, Eagle River, the North Slope, Moose 
Pass and Aleknagik.

Alaska Continental Bank made a commitment and fulfilled a 
promise to Alaskans to help create new business and jobs for 
Alaskans statewide.

In contrast to ACB's focus on business, Home Savings Bank 
is required by its state charter to make 60 percent of all its 
loans for housing. It is the leading lenaer of home loans-in 
the Matanuska-Susitna Borough and the greater Anchorage area,,



Compounding the Problem: Loss of Capital

All but two banks in Anchorage have lost money in the 
last two years. Borrowers who have become unable or unwilling 
to pay their loans when due have impaired bank capital. State 
and federal agencies have followed their established regulations 
and have required those banks to write off non-performing loans 
that now may be undercollateralized.

Those write-offs have further eroded capital reserves.
For example, three years ago a bank might have made a $100,000 
loan backed by $130,000 in real estate. But, with the decline 
in real estate values, today that real estate collateral may be 
worth $65,000, and the borrower is having difficulty meeting the 
payments. Even if the bank now reduces payments and interest 
rates, it would still be required to write off at least $35,000 
because of the drop in collateral values against capital.

As a bank's capital is reduced physically or through 
paper write-offs, the bank's ability to expand and initiate new 
deposits and investments is severely limited by regulation.

This relationship is at the heart of the current banking 
crisis and a potential solution to allow Alaskan banks to play 
an active and effective role in economic recovery.

Bank capital is like a three legged stool. In order to 
be in compliance with banking regulations, a bank is allowea to 
have $12 in deposits and $10 in loans for each $1 of capital.
As capital declines, so does the ability to generate deposits 
and make loans. Without profits to support losses, deposits and 
loans must be proportionately reduced to stay in compliance with 
regulatory guidelines.

Just when there is a need for Alaskan banks to help 
Alaskan businesses the most, the reduction in capital severely 
limits the amount of money which can be injected into the 
economy through loans. A bank is therefor unable to help 
borrowers refinance, obtain new credit or assist in obtaining a 
moratorium.

To provide this critically needed assistance, banks must 
increase capital.

One traditional way of increasing capital would be 
through additional sale of stock. ACB is in the process of 
spending $75,000 to register with the State of Alaska ana the 
Securities ana Exchange Commission to conduct a $7.5 million 
stock offering. However, as a result of the depressed market, 
all local bank stock is being offered at dramatically reduced 
prices compared to one year ago. This reduces the potential of 
a successful offering to raise the necessary capital for ACB or 
any other state charterea bank.



ACB will need to sell at least $1.5-2 million of new 
stock to just stay even. The alternatives for ACB, if stock is 
not sold, are to either reduce bank size by approximately one 
half or to sell out to an outside bank. The state will then 
have lost control of another bank to outside interests. Those 
same consequences loom for other state chartered banks which 
face the same situation.

AN ALTERNATIVE AND SOLUTION

Increasing a bank's capital directly or indirectly will 
allow expansion of loan activity necessary for business owners 
to survive the current economic downturn.

To provide Alaskan chartered banks the ability to achieve 
that goal and to insure the continuity of a dual banking system, 
it has been suggested that the State of Alaska assist the state 
chartered banks with some form of capital assistance through the 
Alaska Industrial Development and Export Authority (AIDEA) or 
the Alaska Housing Finance Corporation (AHFC).

AIDEA's historical role is assisting the business 
community has been one of success. The Alaska Industrial 
Development and Export Authority was originally funaed with $166 
million in loans from an emergency loan appropriation that Gov. 
Jay Hammond made in 1980. At that time he perceived tremendous 
need for emergency financing and saved the businesses of many 
people.

Two years later a portion of those funds were 
reappropriated to AIDEA which, through good management, had 
increased its net worth to $519 million as of June 30, 1987 with 
government and short term investments of over $420 million and 
profits for 1987 of over $24 million. AIDEA has a net worth 
greater than all off the banks in the state combined. It is 
suggested that those loans still held unpledged by the 
Department of Commerce and Economic Development be delegated as 
a source of cash for payment of state notes to any bank if ever 
demanded by the FDIC.

How the Program Would Work

An alternative to an unsure stock sale and the risk of 
losing the few state controlled banks Alaska has is to grant the 
Department of Commerce, Division of Banking, the authority to 
invest in subordinated debentures of a bank up to the amount 
necessary to better meet federal regulatory capital gi* delines 
or the amount of capital the bank had on December 31, 1985.

The beauty of this plan is that it would not requits any 
cash to implement and the state would actually make monevl ,



Using Alaska Continental Bank as an example, with such a 
program in place, ACB would have the ability to borrow $3-3.5 
million from the State of Alaska on a term basis with a fair 
rate of return back to the State. The state could invest in 
subordinated debentures by giving the bank a note due in 20 
years at no interest but p a y a ^ e  on demand if the demand is made 
by the FDIC.

No cash would physically be exchanged. In effect the 
state would issue a bank a note and, in return, the state would 
receive a certificate from the bank for that investment. The 
state, as an investor, would be paid annual 1% dividends.

The total amount of state participation would be less 
than $25 million. The program should be open to all state 
administered institutions regardless of size with a limitation 
of $6 million of capital assistance to any one state bank.

Notes would be payable in twenty years. At the end of 
the twenty year period, the note would be cancelled. While the 
state would never have actually spent any cash, it would have 
reaped the benefits of annual dividends, and a small paper 
investment would have resulted in millions of dollars in actual 
cash being injected into the Alaskan economy.

The State's Interest is Protected

Certainly, with state funds potentially at risk, the 
state would have an added interest in ensuring a bank holding a 
state note is run prudently and profitably. That protection is 
guaranteed ana can be further strengthened.

If it's felt a bank is operating improperly, the Division 
of Banking and Securities has the power and authority to remove 
any state bank officer or director for unsafe or unsound banking 
practices. It also has the authority to request the FDIC to 
come in, liquidate a bank and pay off the depositors.

Additional protection can and should be built into this 
program as well. Any state bank requiring a loan such as this 
from the state must, by necessity, demonstrate to the Division 
of Banking and Securities that it has a viable plan to continue 
in operation. The applying bank would have to agree that no 
diviaends could be paid to its shareholders while any funds are 
due the State.

Further, the bank would have to agree to pay the state 
immediately should the bank be sold to an outside bank holding 
company, and woulu have to agree to other reasonable conditions 
as may be developed by the Division of Banking and Securities.
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THE B E N E F IT S

The State Earns a Profit

If the state did not request that action of the FDIC then 
the note the state gave the bank to pay for its subordinated 
debentures would never be called.

Assuming the full $25 million set aside for state 
investment is utilized by state banks, and a 1% dividend is paid 
annually to the state over a period of ten years with compound 
interest, the state would earn a profit of $3.75 million in 
cash at the end of the ten year period, even though no cash was 
physically paid out by the state to accomplish this program.

A Small Investment Will Create Many Times Its Worth

As previously noted, every $1 in capital allows creation 
of $12 in deposits and $10 in loans. Using ACB as an example, 
the ability to draw only $3 million of capital assistance from 
the state will enable it to increase:

Deposits: by at least $30 million
Loans by $24 million

And since ACC utilizes a significant amount of SBA 
guaranteed loans, $24 million could be leveraged into over $220 
million of new loans or refinances, cash which would be 
injected into the economy and made available to assist Alaskans 
survive the economic downturn.

The Consequences of Failing to Act

Without the assistance of a capital investment from the 
state or cne of its wholly owned corporations, the previously 
mentioned oanks are not going to be able to help with the 
economic recovery. In fact, the necessary steps required of 
banks to remain in compliance with regulations to maintain 
adequate capital will further compound problems being 
experienced by Alaskan businesses.

As banks strive to maintain mandated capital reserves, 
this predicament could force many borrowers into liquidation or 
bankruptcy.

It will be a political decision whether or not to assist 
state chartered banks and to maintain the dual banking system. 
As it pertains to ACB, if the decision is made not to support 
the dual banking system, it will be next to impossible for ACB 
to continue to work with borrowers.
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In an effort to survive, ACB will have to reduce its size 
by at least 50 percent. That means calling on borrowers to pay 
their notes in full immediately when they come due. Many people 
cannot do this, and ACB will be forced to compound the economic 
difficulty being experienced by businesses.

But, with state assistance of a capital investment, ACB 
will be able to provide the critical financing needed by 
business owners statewide.

The ability to provide innovative and unique loan 
repayment plans geared to a shifting economic picture will be 
provided. The future need for state assistance will be negated 
and the original goals and need for which ACB was established in 
1982 can continue to be met.

We will either see a strengthening or the demise of our 
state banking system depending on the action or inaction of the 
Legislature and the Governor. While the examples outlined here 
refer to Alaska Continental Bank, the economic stabilization 
program proposed would benefit all state chartered institutions.

This proposal entails minimal risk to the State and will 
provide economic returns many times over allowing Alaskan 
businesses to remain viable thus preserving and protecting 
Alaskan jobs and the economic stability and independence of 
Alaskan families statewide.

#  if #  #  #
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BEST STORAGE ,,ECEIVE0 *RR . s ns
2200 Gambell S tree t 

Anchorage, A laska 99503 
0907} 274-7978

March 29, 1988

Senator Rick Halford 
Alaska State Legislature 
P.O. Box V (MS 3100)
Juneau, AK 99811

Dear Senator Halford:

I would like to ask you to help enact the Economic 
Stabilization Act of 1988 which authorizes the state to purchase 
income securities of certain Alaska banks.

I have a small business which depends upon my bank's 
financial base and its ability to serve its customers. The fate 
of my business and everything I have worked for during my 25 
years in Alaska is wrapped up in the fate of my bank. My 
business, Best Mini Storage, has served the community for 12 
years. I am not asking for any kind of "bail-out" for either my 
bank or myself. I am simply asking that the state make a prudent 
investment in banks that will enable them to continue to meet 
their commitments and to otherwise serve their customers in these 
very difficult times.

I speak from the experience of someone who has personally 
suffered from an Alaska Bank failure. When First Interstate of 
Anchorage went under their loan commitment to me, my savings and 
years of my life went into the limbo land of FDIC. The loan for 
my business is now with Alaska State Bank which would be affected 
by the proposed legislation. In ny case, I am not suffering from 
foolish business decisions. In fact, my business has showed 
steady gains over the past two years. However, I am vulnerable 
because sources of long term financing have disappeared. The 
Economic Stabilization Act of 1988 will enable my bank to 
continue to extend credit to me, and to others in my situation.

The point I want to emphasize is that this investment in 
banks will have a very direct impact on small businesses such as 
mine. This legislation will help prevent the financial ruin of 
people like myself who are long time Alaskans, have worked hard, 
tried to make a contribution to our community and who plan to 
stay here the rest of our lives.

Please contact me if you have any questions. Let me know if 
there will be a hearing on this legislation. And please —  
please do what you can to get this legislation passed.

Art Davidson



R I  a s k s  C n n t in a n t a / O a n k

A PLAN TO MAINTAIN A STATE BANKING SYSTEM 
AND PROVIDE ECONOMIC STABILITY 

FOR ALASKA

An Overview

Historically, Alaskan owned and operated 
financial institutions have provided a 
substantial number of housing and business loans 
and have been an important source of financing 
for Alaska's small businesses. However, over the 
past few years, these institutions have 
experienced a major erosion of capital due, in 
large part, to circumstances outside their 
control.

As a result, these institutions can no longer 
fulfill their traditional role to provide an 
alternative source of financing in the state's 
marketplace. The failure of other financial 
institutions has disenfranchised many borrowers 
leaving them at the mercy of the FDIC, and unable 
to obtain innovative financing to survive in this 
economic downturn.

This proposal calls for an investment by the 
state to bolster the capital of state chartered 
banks.

* No cash would be required from the state.

* The state would receive a substantial cash 
profit over the life of the program.

* Alaskan financial institutions will be able to 
multiply the state investment at least ten 
times injecting that amount of actual cash into 
the Alaskan economy.

* The state's interest is safeguarded.

The result from the program will be one of 
stabilizing a shaky economy while protecting and 
preserving Alaskan businesses, jobs and the dual 
banking system Alaska has enjoyed for many years.



BANKING IN ALASKA; THE CURRENT STATUS

Historically, the State of Alaska has benefitted from two 
distinct banking systems;

(1) National Banks supervised by the Controller of the 
Currency and which are outside state supervision or 
regulation; and

(2) State chartered banks administered by the Alaska 
Department of Commerce, Division of Banking, which are 
fully responsive to state needs and regulations.

The banking industry has suffered a tremendous negative 
impact in just over a year's time. Five banks have failed.
Three were closed, and two were merged into a new FDIC 
controlled bank. The merger consolidated United Bank Alaska and 
Alaska Mutual Bank into the new Alliance Bank. Two savings and 
loans and two credit unions also failed.

As a result of these events and the severe downturn in 
the economy, the majority of banking within Alaska is now 
controlled by two huge national banks and three banks which are 
fully controlled by outside interests!

National Banks 
National Bank of Alaska 
First National Bank of Alaska

Banks Controlled by Outside Interests 
Ranier Bank Alaska
Controlled by Ranier Bank-Seattle and Security Pacific 
Bank of Los Angeles

Key Bank of Alaska
Controlled by interests in Albaiy, New York 

Alliance Bank
Controlled by the FDIC and by private interests centered 
in Monaco.

The remaining state banks are locally controlled. 
They are;

Alaska Continental Bank Anchorage
Alaska Statebank 
Home Savings Bank 
Denali State Bank 
B.M. Behrends Bank

Anchorage
Anchorage
Fairbanks
Juneau

First Bank in Ketchikan Ketchikan

The only independent state institutions surviving in 
Anchorage are Alaska Continental Bank, Alaska statebank and Home 
Savings Bank, all specializing in small business and homo loans.



1987 was a disastrous year for all but two banks which 
are headquartered in Anchorage. Statistics from the Department 
of Commerce, Division of Banking and Securities illustrate the 
severe impact upon banks. (These figures do not include the 
assets controlled by the FDIC.)

12/31/86 to 12/31/87 CALL REPORT 

Cash dropped $ 58.0 million

Loans dropped $704.9 million

Deposits dropped

Individual $ 51.0 million
Government $ 4.7 million
State of Alaska $307.0 million

Checking accounts down $ 97.0 million

Savings accounts down $202.0 million

The net worth of all banks dropped to $482.7 million even 
with the injection of $360 million from the FDIC to assist the 
UBA-AMB merger into Alliance Bank. Without that assistance, 
total bank capital would have been reduced to $122.7 millic..!

Other Real Estate Owned (OREO), not counting FDIC's, 
increased to $129,108,000.

Total Past Due Loans - not counting FDIC.

38-89 days past due $126.0 million
Over 90 days and accruing $ 36.4 mill ion
Non-accruing $305.4 million

TOTAL non-performing loans $467.8 mill ion
OREO in bank portfolios $129.1 million

GRAND TOTAL $596.9 mill ion

Total non-performing assets were 11.9 percent of all bank
assets.

The impact of bunk failures and reauced capital has been 
keenly felt by business owners statewide who are struggling to 
preserve their businesses and the jobs they create despite a 
severe economic downturn. The closure of several banks has left 
these entrepreneurs disenfranchised and their loans under the 
management of FDIC.



Without management by an Alaskan controlled bank attuned 
to the unique characteristics of the Alaskan economy, those 
disenfranchised can no longer obtain extensions, modifications 
or renewals of their loans, much less the ability to borrow new 
capital for continuation of their businesses.

One of our larger national banks continues to try ar.J 
help those large disenfranchised borrowers while the other 
national bank has been forcefully reducing its loan portfolio 
and is not making new loans.

Alliance Bank, assisted by the FDIC, is now controlled by 
outside interests. With it's current problems, it is not able 
to respond to the needs of those borrowers. The other national 
bank and the other state banks which are all controlled from 
outside have turned "conservative" making few, if any, loans to 
new borrowers.

As a result, only three banks previously mentioned,
Alaska Continental Bank, Alaska Statebank and Home Savings Bank 
remain as the small, locally-owned institutions which are trying 
hard to both survive the economic recession ana service new 
borrowing needs.

Alaska Continental Bank's Role

Alaska Continental Bank has a unique nitch in the 
community. When it opened in 1982, ACB's stated purpose was to 
be the bank for small businesses needing less than $500,000 on a 
term basis with the support of the Small Business Administration 
Guaranty Loan program. ACB is now the lcauing lender in urban 
ana rural Alaska in providing SBA term loans for the purchase, 
acquisition or refinancing of business assets.

ACB specializes in providing feacrally insured SBA loans 
having developed over $40 million of this type of financing 
statewide representing over 930 commercial business loans. AC3 
is the 27th leaaing lender in the entire nation in providing 
this type of financing. ACB continues to be the only bank 
advertising for small business loans statewide.

The majority of loans provided are for working capital 
and have been maae for business development in locations which 
include Anchorage, Bethel, Homer, Wasilla, Palmer, Solaotna, 
Juneau, Kodiak, Cantwell, Houston, Whittier, Fairbanks, Seward, 
Kenai, Talkeetna, Skwcntna, Eagle River, the North Slope, noose 
Pass and Aleknagik.

Alaska Continental Bank made a commitment ana fulfilled a 
promise to Alaskans to help create new business and jobs for 
Alaskans statewide.

In contrast to ACE's focus on business, Hone Savings Bank 
is required by its utato charter to make 60 percent of all its 
loans for housing. It is the leading lenacr of homo loanr«in 
the Matanuska-Susitna Borough and the greater Anchorage a r c a ((
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Compounding the Problem: Loss of Capital

All but two banks in Anchorage have lost money in the 
last two years. Borrowers who have become unable or unwilling 
to pay their loans when due have impaired bank capital. State 
and federal agencies havt followed their established regulations 
and have required those banks to write off non-performing loans 
that now may be undercollateralized.

Those write-offs have f u r t h f  eroded capital reserves.
For example, three years ago a bank might have made a $100,000 
loan backed by $130,000 in real estate. But, with the decline 
in real estate values, today that real estate collateral may be 
worth $65,000, and the borrower is having difficulty meeting the 
payments. Even if the bank now reduces payments and interest 
rates, it would still be required to write off at least $35,000 
because of thn drop in collateral values against capital.

As a bank's capital is reduced physically or through 
paper write-offs, the bank's ability to expand and initiate new 
deposits and investments is severely limited by regulation.

This relationship is at the heart of the current banking 
crisis and a potential solution to allow Alaskan banks to play 
an active and effective role in economic recovery.

Bank capital is like a three leggea stool. In order to 
be in compliance with banking regulations, a bank is allowed to 
have $12 in deposits and $10 in loans for each $1 of capital.
As capital declines, so does the ability to generate deposits 
and make loans. Without profits to support losses, deposits and 
loans must be proportionately reduced to stay in compliance with 
regulatory guidelines.

Just when there is a need for Alaskan banks to help 
Alaskan businesses the most, the reduction in capita1 severely 
limits the amount of money which can be injected into the 
economy through loans. A bank is therefor unable to help 
borrowers refinance, obtain new credit or assist in obtaining a 
moratorium.

To provide this critically needed assistance, banks nurt 
increase c a p i t a l .

One traditional way of increasing capital would be 
through additional sale of stock. ACB is in the process of 
spending $75,000 to register with the State of Alaska ana the 
Securities and Exchange Commission to conduct a $7.5 million 
stock offering. However, as a result of the depressed market, 
all local bank stock is being offered at dramatically reducoa 
prices compared to one year ago. This reduces the potential of 
a successful offering to raise the necessary capital for ACB or 
any other state chart, rea bonk.



ACB will need to sell at least $1.5-2 million of new 
stock to just stay even. The alternatives for ACB, if stock is 
not sold, are to either reduce bank size by approximately one 
half or to sell out to an outside bank. The state will then 
have lost control of another bank to outside interests. Those 
same consequences loom for other state chartered banks which 
face the same situation.

AN ALTERNATIVE AND SOLUTION

Increasing a bank's capital directly or indirectly v/ill 
allow expansion of loan activity necessary for business owners 
to survive the current economic downturn.

To provide Alaskan chartered banks the ability to achieve 
that goal and to insure the continuity of a dual banking system, 
it has been suggested that the State of Alaska assist the state 
charter°d banks with some form of capital assistance through the 
Alaska Industrial Development and Export Authority (AIDEA) or 
the Alaska Housing Finance Corporation (AHFC).

AIDEA's historical role is assisting the business 
community has been one of success. The Alaska Industrial 
Development and Export Authority was originally funded with $166 
million in loans from an emergency loan appropriation that Gov. 
Jay Hammond made in 1980. At that time he perceived tremendous 
need for emergency financing and saved the businesses of many 
people.

Two years later a portion of those funds were 
reappropriated to AIDEA which, through good management, had 
increased its net worth to $519 million as of June 30, 1987 with 
government and short term investments of over $420 million and 
profits for 1987 of over $24 million. AIDEA has a net worth 
greater than all off the banks in the state combined. It is 
suggested that those loans still held unpledged by the 
Department of Commerce and Economic Development be delegated as 
a source of cash for payment of state notes to any bank if ever 
demanded by the FDIC.

How the Program Would v/ork

An alternative to an unsure stock sale and the rick of 
losing the few state controlled banks Alaska has is to grant the 
Department of Commerce, Division of Banking, the authority to 
invest in subordinated debentures of a bank up to the amount 
necessary to better meet federal regulatory capital guidelines 
or the amount of capital the bank had on December 31, 1985.

The beauty of this plan is that it would not requits any 
cash to implement and the state would_ac.tuallv make money! .



Using Alaska Continental Dank as an example, with such a 
program in place, ACB would have the ability to borrow $3-3.5 
million from the State of Alaska on a term basis with a fair 
rate of return back to the State. The state could invest in 
subordinated debentures by giving the bank a note due in 20 
years at no interest but payable on demand if the demand is made 
by the FDIC.

No cash would physically be exchanged. In effect the 
state would issue a bank a note and, in return, the state would 
receive a certificate from the bank for that investment. The 
state, as an investor, would be paid annual 1% dividends.

The total amount of state participation would be less 
than $25 million. The program should be open to all state 
administered institutions regardless of size with a limitation 
of $6 million of capital assistance to any one state bank.

Notes would be payable in twenty years. At the end of 
the twenty year period, the note would be cancelled. V7hile the 
state would never have actually spent any cash, it would have 
reaped the benefits of annual dividends, and a small paper 
investment would have resulted in millions of dollars in actual 
cash being injected into the Alaskan economy.

The S t a t e ’s Interest is Protected

Certainly, with state funds potentially at risk, the 
state would have an added interest in ensuring a bank holding a 
state note is run prudently and profitably. That protection is 
guaranteed ana can be further strengthened.

If it's felt a bank is operating improperly, the Division 
of Banking ana Securities has the power and authority to remove 
any state bank officer or director for unsafe or unsound banking 
practices. It also has the authority to request the FDIC to 
come in, liquidate a bank and pay off the depositors.

Additional protection can and should be built into this 
program as well. Any state ban!; requiring a loan such as this 
from the state must, by necessity, demonstrate to the Division 
of Banking and Securities that it has a viable plan to continue 
in operation. The applying bank would have to agree that no 
diviaends could be paid to its shareholders while any funds are 
due the State.

Further, the bank would have to agree to pay the state 
immediately should the bank be sold to an outside bank holding 
company, and woula have to agree to other reasonable conaitions 
os may be developed by the Division of Banking and Securities.



THE B E N E F IT S

The State Earns a Profit

If the state did not request that action of the FDIC then 
the note the state gave the bank to pay for its subordinated 
debentures would never be called.

Assuming the full $25 million set aside for state 
investment is utilized by state banks, and a 1% dividend is paid 
annually to the state over a period of ten years with compound 
interest, the state would earn a profit of $3.75 million in 
cash at the end of the ten year period, even though no cash was 
physically paid out by the state to accomplish this program.

A Small Investment Will Create Many Times Its Worth

As previously noted, every $1 in capital allows creation 
of $12 in deposits and $10 in loans. Using ACB as an example, 
the ability to draw only $3 million of capital assistance from 
the state will enable it to increase:

Deposits: by at least $30 million
Loans by $24 million

And since ACB utilizes a significant amount of SBA 
guaranteed loans, $24 million could be leveraged into over $220 
million of new loans or refinances, cash which woula be 
injected into the economy ana made available to assist Alaskans 
survive the economic downturn.

The Consequences of Failing to Act

Without the assistance of a capital investment from the 
state or one of its wholly owned corporations, the previously 
mentioned banks are not going to be able to help with the 
economic recovery. In fact, the necessary steps required of 
banks to remain in compliance with regulations to maintain 
adequate capital will further compound problems being 
experienced by Alaskan businesses.

As barks strive to maintain mandated capital reserves, 
this predicament could force many borrowers into liquidation or 
bankruptcy.

It will be a political decision whether or not to assist 
state charterea banks and to maintain the dual banking system. 
As it pertains to ACB, if the decision is made not to support 
the dual banking system, it will be next to impossible for ACB 
to continue to work with borrowers.



In an effort to survive, ACB will have to reduce its size 
by at least 50 percent. That means calling on borrowers to pay
their notes in full immediately when they come due. Many people
cannot do this, and ACB will be forced to compound the economic 
difficulty being experienced by businesses.

But, with state assistance of a capital investment, ACB
will be able to provide the critical financing needed by
business owners statewide.

The ability to provide innovative and unique loan 
repayment plans geared to a shifting economic picture wixl be 
provided. The future need for state assistance will be negated 
and the original goals and need for which ACB was established in 
1982 can continue to be met.

We will either see a strengthening or the demise of our 
state banking system depending on the action or inaction of the 
Legislature and the Governor. While the examples outlined here 
refer to Alaska Continental Bank, the economic stabilization 
program proposed would benefit all state chartered institutions.

This proposal entails minimal risk to the State and will 
provide economic returns many times over allowing Alaskan 
businesses to remain viable thus preserving and protecting 
Alaskan jobs and the economic stability and independence of 
Alaskan families statewide.
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A/15/88

BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

SENATE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act limiting the liability of certain contractors

for hazardous substance release response actions; and 

providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS A6.03.82A is amended by adding new subsections to read:

(b) Notwithstanding other provisions of law, and to the extent 

not in conflict with federal law, a person, or an employee or subcon­

tractor of a person, who has entered into a contract or agreement to 

provide a response service for a release or threatened release of a 

hazardous substance may not be held civilly liable in an amount 

greater than $1,000,000 to a plaintiff and a total of $3,000,000 to 

all plaintiffs for damages resulting from a single occurrence of a 

release or threatened release of a hazardous substance caused by the 

person's negligent performance of, or failure to perform, the response 

service.

(c) The limitation on liability under (b) of this section

(1) does not affect any right of indemnification that the 

person has or may acquire by contract;

(2) does not affect the liability of a person who would 

otherwise be considered a responsible party under applicable law;

(3) does not apply to gross negligence, recklessness, or 

intentional misconduct by the person; and

(A) applies to contracts and agreements to provide a re­

sponse service entered info
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1 (A) on or after the effective date of this Act; or

2 (B) before the effective date of this Act, but not

3 fully performed before the effective date of this Act.

4
(d) In this section "response service" means a service provided

5 in connection with the mitigation or cleanup of a hazardous substance,

1 6 including removal, evaluation, planning, engineering, surveying,

7 mapping, designing, construction, and providing equipment.

8 * Sec. 2. This Act takes effect immediately under AS 01.10.070(c).
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