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that regulation of null utilities is »t the core of its public 
protection function, especially given tbs gsographio and de- 
aographlo characteristics of Alaska. Tbs Commission also 
bslisvss that tbs burdsn and cost of regulation on smaller utili­
ties can and should be reduced administratively, and it is cur­
rently addressing this issue.

As the auditor points out, it is extremely difficult to quantify 
the cost of regulation, both to the regulated and to the regula­
tor. At tbs same tine, it is relatively easy to Inflate or de­
flate coot figures to support a given predisposition for or 
against regulation. Regardless of amount, costs are relatively 
meaningless unless they are eonpared to benefits.

The Commission agrees with the auditor that tbs primary benefits 
of regulation are a financially stable utility which provides 
reliable, safe service to all customers at reasonable, non- 
discriminatory rates, with tbs exception of 22 water companies, 
tbs utilities affected by this recommendation are providing ser­
vice in rural Alaska and are predominantly electric utilities.
Zt has been tbs Commission's experience that the need for regula­
tion and the potential benefits provided by regulation are fre­
quently greater for smaller utilities than for larger utilities 
for many reasons, Including, the logistical challenge of operat­
ing in remote locations; Inexperienced personnel; unsafe facili­
ties as a result of non-cempliancu with the national electric 
Safety Cods; lack of familiarity with utility management, main­
tenance, and accounting procedures; discriminatory actions by 
utility management; failure to request rate increases when 
needed; and procurement of wrong equipment. In addition, it can 
we argued that tbs consumers in rural Alaska are even more cap­
tive than those in the urban areas, and, therefore, are particu­
larly dependent on a high level of protection.



Although the reduction 1a  workload would bo approximately comaan- 
aurata with the loot of Coamisslon staff over tha past three 
yaars if this recommendation vara enacted, and from that stand­
point nay ba appealing, tha Conmisaion doas not baliava that tha 
publie intarsst would ba sarvad by vholasala deregulation of 
utilltias serving parhaps tha moat (or ona of the mora) vul- 
narabla segment(s) of tha ratepeylng public.

Tha Comaission baliavas that tha concern about tha coat of reg­
ulation that has baan voicad by tha auditor as wall ar others, 
for tha most part, is directed at tha expense (both in tine and 
dollars) associated with regulatory raguiraBants whan a utility 
dasirao or needs to change its rates. Tha Commission has recog­
nised for some tiae that tha regulatory schema that exists and 
has baan applied to both large and small utilities should ba ex­
amined. To that end on rebruary 3, lfit, tha Commission has 
issued a Notice of Inquiry. Tha purpose of tha Inquiry is to 
racaiva information which would assist tha commission in propos­
ing regulations to simplify rata and other regulatory proceedings 
for smaller utilities. A copy of thi« order is attached, (fee 
Appendix A.)

In summary, tha Coasii^aiou baliavas that tha issue of tha cost of 
regulation as it rebates to vhm ssaller-sised utilities can ba 
substantially mltignted through administrative procedures rather 
than legislation which vcnld eliminate tha important public pro­
tection function today provided by economic regulation.

However, if tha Legislature baliavas public policy is batter 
sarvad by deregulating smaller utilities, tha Cosaiseion would 
propose, as it did in response to tha 1919 sunset Audit, tha fol­
lowing amendment to AS 42.09.711 to expand tha deregulation elec­
tion process found in AI 42.09.712 which would replace the provi­
sions of AS 42.09.711(a), (f), (g), end (i)t



All utilities which hr > grow* rivinuii of $900,000 
or l « u  **7 elect to be exeapt froa tho provisions of 
AS 42*09, otktt than AS 42.09.221-42.05.211, undor 
tho procedures doaerihod in AS 42.09.712.

Thia approach conforaa with tho coaaiaoion'o poaltion that rag- 
ulation for utilitiao than horotoforo havo boon regulated ahould 
bo continued unlaaa tho poopla aoat affactod, tho conauaora, voto 
to boooao deregulated.

Tho Coamlseion alao concura with tho auditor*a suggestion that 
conaidoration bo given to reducing vhe number of cuatoaera re­
quired to petition for regulation under AS 42.09.711.

leooamemdatioa Vo* 11

Alaska Statute 42.05 ahould bo amended to coaae mandatory 
economic regulation of certain utllltloo owned bv political 
subdivisions.

The Coaaiaoion aupporta the philoaophy underlying thia recoaaen- 
dation. However, the Coaaiaoion doee not believe that elimina­
tion of AS 42.05.711(b)(2) la neeeaaary to achieve the auditor's 
objective and ham propoeed on alternative legialative approach 
and language.

Xt ia reasonable that if regulation la elected at one time by a 
governing body as curr-.ntly provided under AS 42.09.711(b)(1), 
than a future governing body ahould have similar authority to 
vote to revoke that election. It auch revocation is exercised, 
it ia presumed that the public protection function provided by 
the commission will be assumed by the governing body of the

I -
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political eubdiviaion, thua giving affected conauaera • forua 
recourae far concern* ard eoaplainte.

The Coaaiaaion raeognises that thia recommendation preaently af- 
fecta only the Municipality of Anchorage. It ie pertinent to 
consideration of thia reeoaendation that, at the preaent time, 
there are a number of outatanding iaauee before, and outatanding 
requireaenta by, the Comuleelon for the Anchorage Water and 
Waatevater Utility (eewer), the Anchorage Telephone Utility, and 
the Anchorage Municipal Light and Power Department.* it ie rea- 
aonable to aaauae that the Anchorage Aeaeably would take into 
coneideration the atatua and reeults of proceedinga before the 
Coaaiaaion at auch tiae aa it conaidera any deeiaion to end 
econeaic regulation by the Coaaiaaion.

*Docket u-17-47 ia an investigation into the general manaqa- 
aent practicea of Anchorage1a aewer utility. Zn Doeketa u-aa-ii 
and U-17-41 the Anchorage Telephone Utility ia before the coaaia- 
eion requesting a 34.131 rata increaae and responding to an in- 
veatigation into the oeneral and financial aanageaent practicea 
of the utility. Ceaniaeion deeiaiona are currently pending in 
theae aewar and talaphone caaea. At the preaent tiae, the 
Municipal Light and Power Department ia required to provide an 
equity aanageaent plan and obtain Coaaiaaion approval before fur­
ther debt refunding ia Issued because of ita poor financial 
condition.



Rather than eliminating A5 42.09.711(b) (2), aa tha auditor ap- 
paara to auggeet,' KM 42.05.711(b) ahould ba expanded to provide 
for deregulation of a municipal antity if *ta governing body ao 
alacte, once competition no longer axlaf  batvaan it and othar 
utilities, and to allow tha governing body of a political aub- 
diviaion to revoke a pravioua alaction. Tha Coaaiaaion baliavaa 
it ia daairabla to contirue a protactiva aaohaniaa for ragulatad 
utilitiaa in tha avant a futura aituation ariaaa involving com­
petition with a municipal utility. Propoaad language ia at­
tached. (Sea Appendix B.)

Keeoaaendatioa He. 3

Alaaka Statute 42.05 and 42.06 ahould ba amended to more fully 
allocate tha coata of regulation.

Tha Coaaiaaion concure in part, and oppoaaa in part, thia recom­
mendation. Tha Coaaiaaion agreea with tha auditor'a euggeation 
that, in light of tha currant economic climate aa wall aa a re­
cant court daciaion, dlacueeion ahould ba focuaed on tha ap­
propriate method to fund thia agency, clearly, tha time ia ripe 
to evaluate funding optioner however, tha coaaiaaion dleagreea 
with tha aathod of funding advocated by tha auditor. Rcgardlees 
of tha outcoaa of tha broader funding diacuaaion, tha Coaaiaaion 
concura that AB 43.05.451(a) ahould ba amended to allow interim 
«Uocatlone daring a proceeding and to exclude tha Coaaiiaion 
from bearing any <jeeta of a hearing or invaatigation.
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MUNICIPALITY OF ANCHORAGE 
Summary of Economic Effects - Utilities

AO Number: 89-51 Title: Municipal Regulation of Utilities 

Sponsor: Enterprise Activities

Preparing Agency: Municipal Light & Power/OMB Others Affected: ATU-AWWU-SWS 

CHANGES IN REVENUES ANO EXPENSES (Thousands of Dollars)

FY FY FY FY FY
6mo. 89 90 91 92 93

Operating Expenses:

ATU - Regulation Expense (Net) (154) (306) (306) (306) (306)
ML&P - Regulation Expense (Net) (123) (245) (245) (245) (245)
AWWU - Regulation Expense (Net) (68) (137) (137) (137) (137)

SWS - Regulation Expense 8 15 15 15 15

Expense Recap:

APUC Regulation Expense Savings 
New Municipal Regulation Expense 
Net change 1n Expense

APUC Regulation Expense Savings 
New Municipal Regulation Expense 
Net Change 1n Expense

Impact on General Government (Yes or No)

months only)

ATU ML&P AWWU SWS
(168) (133) (100) -o-

14 10 32 8
(154) (123) (68) 8

outyears)

ATU ML&P AWWU SWS
(335) (265) (200) -0-

29 20 63 15
(306) (245) (137) 15

or No) No

Public Sector Economic Effects: $3,029,000 savings over the next 4 years 6
months.The public sector effect of Municipal regulation by commissions as an 
alternative to the current requirement to be regulated by the APUC would be to 
reduce Utility operating expenses. The avoided costs above are comprised of 
attorney fees, consulting contracts, expert witness cost and some reduction In 
Internal cost created by an assumed simplification of the rate making process. 
New expenses Include Increased compensation for commissioners, supplies, 
advertising and court reporting. Under self regulation the utilities will 
continue to Incur some level of professional service expenses. However, the 
reductions noted result from more abbreviated and less protracted rate 
hearings. Costs were derived using a three year average and assuming six (6) 
months 1n 1989. No allowance has been made 1n succeeding years for Inflation.

During past legislative sessions the APUC has proposed bills requesting a .55% 
charge on gross revenues on all regulated utilities and a .14% gross revenue 
charge for all utilities exempt from their jurisdiction. If such a bill were 
to pass It would result 1n an Immediate extra cost to the utilities of 
approximately $725,000 per year based on 1987 gross revenues, 1f regulated.

-  27 -



SUMMARY OF ECONOMIC EFFECTS

Private Sector Economic Effects:

The private sector effects of regulation by Municipal commissions 
would be a reduction in utility operating cost which may alter the 
timing of rate increases.

If further explanation 1s necessary,a separate page may be attached.

CoK3jSJiidb ^ : Fred Traber Telephone: SHI,
(Name, Title)

Validated by 0MB: 

Approved by:

Date:

Date:
Director, Preparing Agency

Concurred by: Date:
Director, Affected Agency:

Approved by: Date:
Executive Manager Forr
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AWWU

UTILITY COHUSSION EXPENSE DETAIL

26 Regular meetings @ $210 $ 5,460
28 Special meetings for rates, tariffs, & budget 0 $280 7,840
16 Hearings for rates and tariffs 0 $700 11,200
12 Hearings for complaints 0 $700 8,400
Supplies 1,000
Court Reporter for 54 meetings 0 $300 16,200
Advertising for 54 meetings 0 $200 10,800
Rental space for 16 hearings 0 $100 1,600

ATU
$62,500

24 Regular meetings 0 $210 
10 Special meetings 0 $280 
4 Hearings for rates & tariffs 0 $700 
2 Hearings for complaints 0 $700 

Supplies
Court Reporter for 30 meetings 0 $300 
Advertising for 30 meetings 0 $200 
Rental space for 6 hearings 0 $100

5,040
2,800
2,800
1,400
1,000
9.000
6.000 

600

$28,6*0

SWS

12 Regular meetings 0 $350
2 Special meetings 0 $280
3 Hearings for budget & rates 0 $700 

Supplles
Court Reporter for 15 meetings 0 $300 
Advertising for 15 meetings 0 $200

$ 4,200 
560 

2,100 
500 

4,500 
3,000

$14,860

ML&P

12 Regular meetings 0 $210 
6 Special meetings 0 $280 
2 Hearings for rates 0 $700 
6 Complaint hearings 0 $700 

Suppl1es
Court Reporter for 20 meetings 0 $300 
Advertising for 20 meetings 0 $200

$2,520
1,680
1,400
4,200

500
6,000
4,000

$20,300

JP11/FT3

-  2 9  -  
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ALASKA PUBLIC UTILITIES COMMISSION 
COMMENTS ON KB 549*
FEBRUARY 26, 1990 

PAGE 1 or

The CommiBsion believes that the changes proposed by 

HB 549 are contrary to sound public policy and therefore opposes 

its enactment. As currently written, AS 42.05.711(b) eetB out 

the presumption that utilities owned and operated by political 

subdivisions are exempt from Commission regulation as to rates 

and quality of service. Paragraph (2) of this subsection creates 

an exception in caseB where such utilities directly compete with
t

another utility, in that ‘instance, the competing utility as well 

as all other utilities owned by the political subdivision become 

subject to regulation.

The Commission believes that the existence of the 

ourrent statutory language provides for a level of public 

protection which extends beyond the mere resolution of utility 

"turf wars," Subsection .711(b)(2) also protects the public 

from the possibility of a municipality (or other political 

subdivision) subsidizing its utility to thwart competition.

^Commissioner D.P.O'Tierney was out of state and did not 
participate in the Public Meeting where the Commission discussed 
this legislation.

Page 1 of 3



Alaska Public utilities Conuuiaaion 
Comments on HB 549 
February 26, 1990 
Page 2 Of 3

Under regulation, the commission provides reasonable assurance 

that the competitive playing field remains level, in the absence 

of regulation, the potential for uneconomic competition is real. 

Consequently, the Commission supports the continuation of 

subsection .711(b)(2) as sound public policy but offers the 

modification described below.

As noted, the current statutory language requires 

the regulation of all utilities owned and operated by a 

political subdivision even if only one of them is found to be in 

direct competition with another utility. This provision assists 

the monitoring of transactions and cost allocations between 

utilities to ensure that cross-subsidization does not occur. The 

Commission is satisfied, however, that its ability to investigate 

such issues would not be substantially impaired if non-competing 

utilities owned or operated by political subdivisions were not 

regulated as to rates and quality of service. Since this 

"catch-all" provision seems to have been the most objectionable, 

the Commission would not oppose substitute language which still 

required the regulation of a competing utility but did not 

require the regulation of all other utilities owned by the 

political subdivision. A proposed committee substitute is 

provided for your consideration.



FEB 27 '84 09:54 APUC 907-263-2155

AlaoJca Public Utilities Commission 
Comments on HB 549 
February 26/ 1990 
Page 3 of 3

PROPOSED COMMITTEE SUBSTITUTE FOR HB 549

* Section 1. AS 42.05.711(b) ia amended to read;

(b) Except ae otherwise provided in this subsection/ 

public utilities owned and operated by a political 

subdivision of the state, or eleotrio operating entities 

established aa tha instrumentality of two or more public 

utilities owned and operated by political subdivisions 

of the state, are exempt from this chapter, other than 

AS 42.05.221 - 42.05.281 and 42.05.385. However,

(1) The governing body of a political subdivision may 

elect to be subject to this chapter; and

(2) A utility or electric operating entity that ia owned 

and operated by a political subdivision and that directly 

competes with another utility or electric operating entity 

is subject to this chapter (AND ANY OTHER UTILITY OR 

ELECTRIC OPERATING ENTITY OWNED AND OPERATED BY THE 

POLITICAL SUBDIVISION IS ALSO SUBJECT TO THIS CHAPTER].



FEB 27 '84 09:55 APliC 907-263-2155 P.5

STATE OF ALASKA
1990 LEGISLATIVE SESSION

BILL VERSION:
PUBLISH DATE:

REQUEST}
FISCAL NOTE

Revision Date: Agency Affected:
Title: r e l a t i n g  t o  t h e  . e x ent f i j J ^ L - O f  M u . . APUC 
M u n i c i p a l  u t i l i t i e s  f r o m  APUC 
Sponsor: .
Requestor: —

APUC

Components

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES 
TRAVEL 
CONTRACTUAL 
SUPPLIES 
EQUIPMENT 
LAND* STRUCTURES 
GRANTS, CLAIMS 
MISCELLANEOUS

7 1 7 6 .4 ) ( 1 7 6 .4 ) ( 1 7 6 .4 ) ( l l L J L L . ( 1 7 6 .4 ) (1 7 6 .4 )
i

TOTAL OPERATING ( 1 7 6 .4 ) ( 1 7 6 .4 ) ( 1 7 6 .4 ) ( 1 7 6 .4 ) ( 1 7 6 .4 ) ( 1 7 6 .4 )

[ CAPITAL J
REVENUE

GENERAL RIND 
FEDERAL RINDS 
OTHER

. a m . ________________

( 1 7 6 . 4 )  ... (1 7 .& - 4 V .. . ( 1 7 6 . 4 1 J J . .7  £L. 41 _ _( 1?.5_l_4 ) _ U 7 6 . A )

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

1 4 . 0 1 ( 4 .0 ) ( 4 .0 ) ( 4 . 0 ) ( 4 .0 ) ,L ii .o ) , .

ANALYSIS : (Attach a separate page if necessary)

SEE ATTACHED

4 A pertdby: T. S. Mor.lnaki/ I I , Executiv^-DirftCto ^ , . .  . 276-6222 VDivision: Alaska Public U t i l i t i e s  Commission rw«. 2/26/9Q
Approved by Commissioner:

Commission rw». 2/26/9.0.

Date:
Agency: Dept, of Commerce & Economic Development

Distribution (by preparer) :
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
ImpectedAgencyfles) P*4e of
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Analysist Fiscal Not* for HB549

if enacted, HB549 would operate to immediately deregulate the 
utilities owned by the Municipality of Anchorage (MOA) which are 
currently regulated by the APUC. Although only 4 of 119 regu­
lated entities (3.4%), given their eize and complexity, the MOA 
utilities constitute a much larger workload component. Even when 
factoring out those areas which will continue to be jurisdiction­
al under other sections of AS 42.05 (i.e. certifications, inter­
connections, wholesale power agreements, access charges, etc.), 
the APUC estimates that its workload will be decreased by ap­
proximately 10% if KB549 becomes law.

A 10% reduction in the Personal Services line item, commensurate 
with the anticipated workload decrease, equates to 4.0 PTE posi­
tions. The distribution of impact results in staffing reductions 
per the following probable scenarios 1.5 Utility Pinancial Ana­
lysts, ,5 Utility Tariff Analyst, .5 Utility Engineer, .5 Con­
sumer Protection and Information Officer, and l.o support 
position.

-  1 -
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Original 3ponsor(s): REP. ZAWACKI, Collins

IN THE HOUSE BY THE C&RA COMMITTEE

CS FOR HOUSE BILL HO. 549 (C&RA)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION

A 3 ILL
'

For an Act entitled: '’An Act relating to the exemption from regulation by

the Alaska Public Utilities C omission of public 

utilities owned and operated by political subdi- ;
I

visions."

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

* Section 1. AS 42.05.711(b) is amended to read:

(b) Except as otherwise provided in this subsection, public
i

utilities owned and operated by a political subdivision of the state, 

or electric operating entities established a the instrumentality of 

two or more public utilities owned and operated by political subdi­

visions of the state, arc exempt from this chapter, other than AS 42.- 

05.221 - 42.05.281 and 42.05.385. However,

(1) the governing body of a political subdivision may elect

to be subject to this chapter [AND]

(2) a utility or electric operating entity that is owned 

and operated by a political subdivision and that directly competes 

with another utility or electric operating entity ia subject to this 

chapter with respect to the service for which there is direct compe- I 

titiotu and

(3) a utility furnishing telecommunications service that i3

owned and operated b/ a political subdivision that has a population of

more chan 150.000 is 3ubjact to this chapter [AND ANY OTHER UTILITY OR j
ELECTRIC OPERATING ENTITY OWNED AND OPERATED BY THE POLITICAL SUBDIVI­

SION IS ALSO SUBJECT TO THIS CHAPTER],

-1- C3H3 549(C&RA)





HOUSE COMMITTEE REPORT
(5)
Date Referred: March 12, 1990 . FURTHER REFERRALS:

FINANCE
Date of Committee Action: ^ 0

The COMMUNITY .& REGIONAL AFFAIRS Committee considered: HB 576

HOUSE BILL NO. 576 FIRE PROTECTION OUTSIDE MUNICIPALITIES

"An Act relating to the provision of fire protection services by a 
municipality outside its boundaries."

[ ] the same title
[ ] be replaced w i t h  [ ] a new title

[ ] have attached amendment(s)

PI- do pass 
] do not pass

[ ] no recommendation
[ ] individual recommendations
[ ] additional referral to the ______________________  Committee

ADOPTS:  letter of intent

ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
[ ] fiscal impact .. [ ] fiscal noce(s) published:
[ X  zero fiscal note '_____________________________
[ ] zero with analysis / [ ] zero fiscal notes(s) published:

SIGNING OTHER THAN DO PASS:
(Do Not Pass, No Recommendation, Amend)

Chairman's signature
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STEVE COWPER, GOVERNOR

IIKI»T. O F  C O M M U N I T Y  A  H K O I O N A U  AFFAIIIS

OFFICE OF THE COMMISSIONER

□ P.O. BOX B
JUNEAU. ALASKA 99811-2100 
PHONE: (907) 465-4700

□ 949 E. 36TH AVENUE. SUITE 400
ANCHORAGE. ALASKA 99508-4302 
PHONE: (907) 563-1073

March 14, 1990

POSITION PAPER

RE: House Bill 576

SPONSOR: House C&RA Committee

Program Effects o£ the Bill

The bill amends AS 29.35.020(a) by adding language which would 
authorize municipalities to exercise the power of fire 
protection outside their boundaries. Existing AS 29.35.020(a) 
authorizes municipalities to provide the following services 
oucside their boundaries: parks, playgrounds, cemeteries,
emergency medical services, solid and septic waste disposal, 
utility services, airports, streets (including ice roads), 
trails, transportation facilities, wharves, harbors and other 
marine facilities.

Comments

Extraterritorial powers have been added to AS 29.35.020 
incrementally as needed or requested by municipal governments. 
This bill to permit fire protection powers appears to fit 
within this tradition and would clear up existing ambiguities 
as to the power of municipalities to exercise this service on 
an extraterritorial basis. The provision of this service is 
not expected to act as a deterrent y f  annexation, ^any more than 
the other powers listed under this ^ltatiory;

. ./ 4K f  „ - , ^ __________
David G. Hoffman ommxssioner

21-P1LH



STATE OF ALASKA
1990 LEGISLATIVE SESSION

BILL VERSION: ilb 576

PUBLISH D A TE: _________

REQUEST:
FISCAL NOTE

Revision Date:_______________________________
Title : "An A c t . .  E i r e  p r o t e c t i o n  s e r v i c e s  
. . m u n i c i p a l i t y  o u t s i d e  i t s  b o u n d a r i e s . "
Sponso. : House C&RA________________________
Requestor:

Agency Affected: Community  s. R e g i o n a l  Af f a i r  
BRU:_______________________________

Components

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL ,
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING - 0 - - 0 - - n - - 0 - -Q - _

CAPITA L

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

- 9 -  - - n - ___ =2=____ - 0 - - 0 - _n_

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

ANALYSIS : (Attach a separate p3ge if necessary)
There i s  no f i s c a l  e f f e c t  fo r  fY 90 .

Prepared by:  C a r o l  C a r r o l l  
Division: M u n i c i p a l  & P g o f o a l  a S s y g t a n c p

Approved by Commissioner: (/ / 2 v y  / / . _________( h (4

Agency: C e n t u m  t v  <. R g g j g a a l  A f f a i r y vAgency:

Distribution (by preparer):  
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ics)

Phone: .  
Date.

Date: 3 -/?- <rrf

page of



STATE OF ALASKA
1990 LEGISLATIVE SESSION

BILL VERSION: UB 576
PUBLISH DATE: _________

FISCAL NOTE
REQUEST:_________________________________________________________________________

Revision Date: _________________________  Agency Affected:  Public Safety
Title: Ap_A.ci.Relat1 ng__to_FIr.e_PxQtectton BRU: Fire Prevention__________
by_a_Muiilc 1 pa Llly_Qulslde. 1 ts_Bovndif les. __________________________________
Sponsor: House C&RA  __________  Component: _ Fire Prevention
Requestor: _Jtepr.es£0tAtLy.eJlac1eftn   Operations

EXPENDITURES/REVENUES: (Thousands of Dollars) (Inflation not Included)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPER/TING -0- -0- -0- -0- -0- -0-

CAPITAL J ± -0- -0- -0- -0- -0-

REVENUE I -0- -0- -0- -0- -0- -0-

FUNDING: (Thousands of Dollars)

GENERAL FUND 

FEDERAL FUNDS 

OTHER/PROG RCPT 

TOTAL -0- -0- -0- -0- -0- -0-

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

0 0 0 0 0 0

ANALYSIS: (Attach a separate page If necessary)

No fiscal Impact.

Prepared by: Gordon E. Brunton_______________________  Phone: 465-4331
Division: Fire P r e v e n t i o n ______________________ Date: 3/14/90:ign

Approved by Commissioner: dArthur English Date: ^
Agency: Department of Public Safety__________________  P a g e _ ! _ o f _ L



STEVE COWPER, GOVERNOR
, i

■ j

□ PO  UOX 0
JUNEAU. ALASKA 00011 2100

OFFICE OF THE COMMISSIONER
PHONE 1007) 466 4/00

I i 049 t  30H i AVENUE. SUITE 400
ANCHORAGE. ALASKA 99500-4302
PHONE (907} 503-1073

February 26, 1990

POSITION PAPER

RE: Senate Bill 438

SPONSOR: Senator Coghill

Program Effects of the Bill

The bill amends AS 29.35.020(a) by adding language which would 
authorize municipalities to exercise the power of fire 
protection outside their boundaries. Existing AS 29.35.020(a) 
authorizes municipalities to provide the following services 
outside their boundaries: parks, playgrounds, cemeteries,
emergency medical services, solid and septic waste disposal, 
utility services, airports, streets (including ice roads), 
trails, transportation facilities, wharves, harbors and other 
marine facilities.

Extraterritorial powers have been added to AS 29.35.020 
incrementally as needed or requested by municipal governments. 
This bill to permit fire protection powers appears to fit 
within this tradition and would clear up existing ambiguities 
as to the power of municipalities to exercise this service on 
an extraterritorial basis. The p ’ ' ” ‘ ‘ ‘ s service is
not expected to act as a deterrent any more than
the other powers listed under this

Comments

Davi >mmissioner
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STATE OF ALASKA
1990 LEGISLATIVE SESSION

BILL V E R SIO N :

PUBLISH D A TE:

SB 9 5 8

REQUEST:
FISCAL N O T!

Revision Dale:
Tille : An .1 e  t, i d  n  1 u i) Lo  1’ 1 » u 
p r o t e c t  i o n  o i i t i H i l e  mu n 1 <: l pa I it. 1 u  u
SP°nsor • " ‘n , t u r  1 1 1_____________________ Components”

Agency AI fee led : 1)1
BRU: ___________________

EXPF.NDITURES/RE VENUES: (Thousands of )ollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
C, RANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING - 0 - - 0 - -n - - 0 - - 0 - _ - o -

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
CENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL

- 0- - 0 - - 0- - 0- - 0- - 0-

. tQ.7 - n - - o - _-n- . =0= - n -

POSITIONS:

FULL-TLME
PART-TIME
TEMPORARY

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

ANALYSIS : (Auach a separate page if necessary)

Prepared by : __________     ___________
Division : M u n ic ip a l  b, R e g io n a l  A s s i s t a n c e/ /  /I /* J *

Approved by Commissioner: __________
Agency: Corrrminitv & R e g io n a l

Distribution (by preparer):  
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agcncy(ics)

Phone: — 465-4750  
n,..-
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SB 438 February 20, 1990
TITLE: CONTACT:

An act relating to the Gordon Brunton
provision of fire protection 465-4331
services by a municipality 
outside its boundaries.

This bill uould authorize a municipality to provide fire 
protection services outside its boundaries.

The bill^amends AS 29.35.020(a), adding "fire protection 
services" to ot.itr facilities and services currently authorized, 
such as parks, cemeteries, emergency medical services, seuage 
disposal, airports, etc. The authority to provide fire 
protection, uhile permissive, uill provide statutory authority 
for the extraterritorial service.

Unincorporated areas outside municipalities, especially in rural 
areas, may benefit by having fire protection not currpntly 
available.

The Department of Public Safety supports pass?',® of SB 438.

<r\J Arthur English 
Commissioner



STATE OF ALASKA
1990 LEGISLATIVE SESSION

BILL VERSION: SB 438
PUBLISH DATE: __________

FISCAL NOTE
REQUEST:_______________________________________________________________________

Revision Date: _________________________  Agency Affected: Public Safptv
Title: A n -a&l_r.elftt.1ng...tQ..flre protection BRU: Fire Prevention___________
by a inun1c.1.paJ-1.ty_QutslcLe_Lt5_bQundar..l.es. _______________________________
Sponsor: Senator Coghill_______________  Component: Fire Prevention
Requestor: Jleiia.te_C-&.R.A_____________   Operations__________

EXPENDITURES/REVENUES: (Thousands of Dollars) (Inflation not Included)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND 

FEDERAL FUNDS 

OTHER/PROG RCPT 

TOTAL 0 0 0 0 0 0

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

0 0 0 0 0 0

ANALYSIS: (Attach a separate page If necessary)

No fiscal Impact.

Prepared by: Gordon E. Brunton    Phone: 465-4331
.0 Division: _f_l,re Prevention   Date: 2/15/90

Approved by Commissioner: ^ A r t h u r  English Date:
Agency: ..Department of Pub 11c.Safety. Page 1 of 1
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TELEPHONE 
(9071 5861325 
FAX 461-5480

217 SECOND STREET, SUITE 200 
IUNEAU, ALASKA 99001

February 23, 1990

FEB 2 6
TO: Senator Mike Szymanski, Chair, and

Committee Members 
Senate Community and Regional Affairs Committee

FROM: Srott A. Burgess, Executive Direc

SUBJECT: SB 438 - Relating to provision of fire protection services by a 
municipality outside its boundaries

SB 438 would add fire services to the list of facilities and services 
municipalities may provide outside their boundaries. It also clarifies that 
municpalities have the authority to regulate the use and operation of 
facilities and services provided to the extent that the jurisdiction in 
which they are located does not regulate them.

Under present law, municipalities do not have the specific authority to 
provide fire services outside their boundaries, which means that fire 
departments must justify each decision to operate outside their boundaries 
on the basis of life safety issues. A fire department may want to provide 
protection to, for instance, a residence just outside municipal boundaries 
to protect property within the boundaries, but questions of liability 
coverage as well as an urwillingness to expose the department to public 
criticism about operating outside the taxing district may deter such a 
decision.

Giving fire departments authority to provide fire services outside their 
boundaries would insure that liability and workers compensation insurance 
would cover all job-related actions of firefighters. It would also extend 
fire fighters’ statutory immunity for job-related actions to actions outside 
municipal limits.

The Alaska Municipal League supports this legislation as providing greater 
protection for municipalities, for municipal fire fighters, including 
volunteers, and for the general public.

cc: Senator Jack Coghill

CSS/LEG:SB393

M Ew p rn  n r  Tue NATIONAL lE A G u E  OF C lT lES ANO THE NATIONAL ASSOCIATION OF COUNTIES
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February 22, 1990

The Honorable Jack Coghill 
Senator-
State of Alaska 
Box V
Juneau, Alaska 99811

?.E: Senate Bill 433
Fire Protection Service Outside Municipalities

D,.-ar Senator Coghill,

I have read Senate Sill 433 which has been proposed by you 
and Senator Fischer and fully support it.

However, it could go one step further. In the Matanuska- 
Susitna Borough, Fire Service Areas have been established and 
one is the Grater Palmer Fire Service Area. The City of 
Palmer has its own fire department and contracts with the 
Matanuska-Susitna Borough to provide fire service to the 
ireas which are a part of the Greater Palmer Firo Servic •
Area.

The majority of the residents as well as the Fire Service 
Area supervisors would like to be a part of the City ;f 
Palmer Fire Department rather rhan under the Matanusxa- 
Susitna Borough auspices. There are several reasons for "his 
desire, but most importantly are the joint funding and 
managerial operation of the department.

In expanding your proposed Senate Bill 433 to incorporate the 
ability of a Fire Service Area to petition a municipality for 
fire protection services, this would alleviate a proolem such 
as ours as well as other fire service areas throughout the 
State.

it tier H  Ci-A, cf PtU.i
\ GROWING F3C WER M 'r*E“*EART CP *hE '.m’̂ NUSk a . Au£f



The Honorable Jack Coghill 
February 22, 1990

If you fuel in amendment r o your bill would be in rier and 
need additional information, you may contact eitle-r :hiet Dan 
Contini or myself regarding this issue.

Should you have any questions, please feel tree to contact 
m e .

Yours truly.

David L. Soular.
City Manager 
City of Palmer

DLS/cac

cc: Fire Chief Dan Contini
Representative Curt Menard 
Representative Ron Larson 
Senator Jalmar Kerttula 
Senator Mike Szymanski 
Alaska Municipal League



P.O. Box 113 
Klnwock, A laska 09925

City of Klawock 
Alaska Phono: (907) 755-2261 

or: (907) 755-2262

" S i l t  o f  t h e  F i r s t  C a n n e r y  in Alaska"

February 20, 1990

S en ator  C o g h i l l  
Pouch V
J u n eau , AK 99811 

Dear Senator  C o g h i l l ,

fhe C ity  o i  Klawock su p p orts  S enate  B i l l  438 which would in c lu d e  f i r e  p r o t e c t io n  
under e x tr a  t e r r i t o r i a l  j u r i s d i c t i o n  for  h i s  would prov ide  needed f i r e  p r o t e c t io n  
fo r  the r e s i d e n t s  r e s i d i n g  o u t s id e  o f  the C ity  l i m i t s  such a s  a t r a i l e r  cou rt  
where a p p rox im ate ly  One Hundred p erson s  r e s id e  and f i r e  p r o t e c t io n  fo r  the Klnwock 
Alaska Timber Saw M il l  which employs a p p rox im ate ly  One Hundred p e r so n s  in three  
s h i f t s  and l i v e s  and property  o f  th o s e  r e s i d i n g  on the Saw M il l  s i t e .  In f a c t  
the C ity  had su b m itted  an a p p l i c a t i o n  fo r  a f i r e  p r o t e c t io n  grant  to  p ro v id e  needed  
l i r e  p r o t e c t io n  for  the r e s i d e n t s  o f  Klawock and th ose  r e s i d i n g  o u t s id e  o f  the  
C ity  l i m i t s .  The grant  a p p l i c a t i o n  was r a te d  h igh  by one o f  th e  re v ie w  board 
but ra ted  low by two o t h e r s  b ecau se  they  b e l i e v e d  th a t  the f i r e  departm ent shou ld
not lea v e  the C ity  l i m i t s  to  e x t in q u is h  f i r e s .

In the p a s t  the  Klawock V o lu n teer  F ir e  Department has responded to  f i r e s  o u t s id e  
the C ity  l in  t s .  In 1989 the Klawock V olu n teer  F ire  D ep artton t  had to  respond  
to  S a n ita r y  L a n d f i l l  f i r e s .  Had th o se  f i r e s  not been e x t i n g q u i s h e d , the  c i t i e s  
o f  Klawock and C raig  would not have had a s i t e  to  d i s p o s e  o f  s o l i d  w a s t e .  The 
Klawock V o lu n te e r  F ir e  Department has a l s o  responded to  emergency m e d ic a l ,  p o l i c e  
and f i r e s  in the  t r a i l e r  cou r t  o u t s id e  the C ity  l i m i t s  and f i r e s  a t  the  Saw M i l l .
Had the Saw M il l  been d e s tr o y e d  or even p a r t i a l l y  d e s tr o y e d  by f i r e  many would 
be unemployed u n t i l  n e c e s s a r y  r e p a ir  work was com p le ted , a l s o  l i v e s  and p roperty  
were in  je o p a r d y .  T h ere fore  i t  i s  v e r y  im portant to  th o se  l i v i n g  and working  
o u t s id e  C ity  l i m i t s  t c  have f i r e  p r o t e c t i o n .  T h is  has been d i s c u s s e d  w ith  the  
in su ra n ce  company. There sh ou ld  not be an in c r e a s e  in  in su ra n ce  premium fo r  the  
C it y .  C urrenly  the C ity  does fa c e  p o t e n t i a l  l i a b i l i t y  by C ity  l i m i t s .  Passage  
o f  Senate  B i l l  438 would e l im in a t e  th a t  l i a b i l i t y  and p ro v id e  needed f i r e  p r o t e c t io n
f o r  th o se  l i v i n g  and working o u t s id e  the C ity  l i m i t s .

/  An amendment to  Senate  b i l l  438 th a t  sh ou ld  be c o n s id e r e d  i s  P o l i c e  P r o t e c t io n .  \
/  C u rren t ly  C ity  p o l i c e  j u r i s d i c t i o n  i s  w i t h in  C ity  l i m i t s .  A laska  S t a t e  Troopers \  

j  d e p u t iz e  C ity  p o l i c e  to  a l lo w  th e  C ity  p o l i c e  to  respond to  p o l i c e  p r o t e c t io n  \
I needr o u t s id e  C ity  l i m i t s .  Does d e p u t i z in g  C ity  P o l ic e  O f f i c e r s  Lu a l lo w  them \  

to respond to p o l i c e  p r o t e c t io n  needs  o u t s id e  C ity  l i m i t s  p r o t e c t  the C ity  from 
any p o t e n t i a l  H a b i l i t y  shou ld  the  C ity  p o l i c e  be unable to  respond to  p o l i c e  
p r o t e c t io n  needs w i th in  the  C ity  l i m i t s  b ecause  the C ity  p o l i c e  was resp on d in g  
to  p o l i c e  p r o t e c t io n  needs o u t s id e  th e  C ity  l im i t s ?  I t  i s  the  C ity  ta x  payers  
th a t  are pay ing  the wages o f  th e  C ity  p o l i c e  o f f i c e r s .  A lso  the C ity  has no 
docum entation  to  j u s t i f y  or a u t h o r iz e  spend ing  C ity  tax  d o l l a r s  f o r  p o l i c e  
p r o t e c t io n  o u t s id e  the  C ity  l i m i t s ,  nor does  the C ity  d e r iv e  any re v en u e s  o th er

Continued



Senator  C o g h i l l  
February 20, 1990 
Page TWO

than fo r  t r a f f i c  v i o l a t i o n s  for  p o l i c e  p r o t e c t io n  o u t s id e  the C ity  l i m i t s .

The a fo rem en tio n ed  are mentioned in c o n s id e r a t io n  as  a p o s s ib l e  amendment to 
Senate B il l .  438.

Respec t f u l l y ,

Aaron T. I s a a c s ,  .Jr.
Mayor

by: A1 P. M acasaet ,  Sr.
A d m in is t r a t iv e  A s s i s t a n t

AM/If





k
---------------- J
HOUSE COMMITTEE REPORT 1'

(5)
Date Referred: March 12, 1990 /

Date of Committee Action: u r n  

The COMMUNITY & REGIONAL AFFAIRS Committee considered:

FURTHER REFERRALS:
RESOURCES, FINANCE

KB_577

C

HOUSE BILL NO. 577 OIL & HAZARDOUS SUB. IMPACT ASSISTANCE
"An Act concerning the exercise of authority and recovery of damages by 
the state and its municipalities and villages in matters relating to 
environmental conservation; relating to state assistance to 
municipalities and villages for expenses for prevention and abatement 
of environmental degradation? establishing an oil and hazardous 
substance municipal impact fund in the Department of Community and 
Regional Affairs? ... /\ / „ „ \ r
] be replaced with ______ C J p q  3  ‘p rJ >l (  C £  'P -f\ )________  [

]
]

the same title 
a new title

[ ] have attached amendment(s)

[ X f  do pass 
[ ] do not pass
[ ] no recommendation
[ ] individual recommendations
[ ] additional referral to the Committee

ADOPTS: letter of intent

ATTACHES NEW FISCAL NOTE(s) 
fiscal impact 

[ ] zero fiscal note 
[ ] zero with analysis

i APPROVES PREVIOUS 
[ ] fiscal note(sj published:

[ ] zero fiscal notes(s) published:

SIGNING JQQ PASS: SIGNING OTHER TiAN DO PASS:
(Do Not Pass, No Recommendation, Amend)

0L/[jC U ^  Jj(ZoUs*-) ~ A J o  ;

Chairman's signature



The COMMUNITY & REGIONAL AFFAIRS Committee considered: HB 577

HOUSE BILL NO. 577 OIL & HAZARDOUS SUB. IMPACT ASSISTANCE
"An Act concerning the exercise of authority and recovery of damages by 
the state and its municipalities and villages in matters relating to 
environmental conservation; relating to stare assistance to 
municipalities and villages for expenses for prevention and abatement 
of environmental degradation; establishing an oil and hazardous 
substance municipal impact fund in the Department of Community and 
Regional Affairs; and amending provisions applicable to the suspension 
and reimposition of the oil and gas production tax oil surcharge to 
provide money to that fund; and providing for an effective date."



STATE OF ALASKA b i l l  v e r s i o n  : csim 577 (C& RA)

1990 LEGISLATIVE SESSION PUBLISH DATE: 4/24/90

FISCAL NOTE
REQUEST:___________________________________________________
Revision bate: Agency Affected: Knvi- 1. Conservation
Title: An net concerning municipal  BRU: Environmental Quality___
assistance/oil spill fund
S|H>nsor: Reson rces Coin in it tee________________  Components: Environmental Quality
Requestor: House C&RA

EXPENDITURES/REVENUES:________ (Thousands of Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND&STRUCTURES
GRANTS,CLAIMS
MISCELLANEOUS

115.1 144.0 144.0 144.0 144.0 144.0
7.5 10.0 10.0 10.0 10.0 10.0

20.0 24.0 24.0 24.0 24.0 24.0
2.5 3.0 3.0 3.0 3.0 3.0

12.5 15.0 15.0 15.0 15.0 15.0
0.0 0.0 0.0 0.0 0.0 9.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 157.6 196.0 196.0 196.0 196.0 205.0

! CAPITAL . 1 •4. 0.0 0.0 0.0 0.0 0.0
REVENUE 0.0 0.0 0.0 0.0 0.0 0.0

FUNDING: (Thousands of Dollars)
GENERAL FUND 157.6 196.0 196.0 196.0 196.0 196.0
FEDERAL FUNDS 0.0 0.0 0.0 0.0 0.0 0.0
OTHER 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL 157.6 196.0 196.0 196.0 196.0 196.0

POSITIONS:
FULL-TIME 2.0 3.0 3.0 3.0 3.0 3.0
PART-TIME 1.0 0.0 0.0 0.0 0.0 0.0
TEMPORARY 0.0 0.0 0.0 0.0 0.0 0.0

ANALYSIS: (Attach a separate page if necessary)

See attached

Prepared by: Lynn Kent
Division: Environmental Quality

Phone: 465-2630 
Date:

Approved by Commissioner:
Agency: Environmental Conservatiqii

$rjQ-
onservatiqn|

Date:

Distribution (by preparer) : 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agcncy(ies)

4/24/90

4/24/90

page 1 o f  3



STATE OF ALASKA
1990 LEGISLATIVE SESSION

BILL VERSION: Im 5 ?7

PUBLISH D A TE: ________

FISCAL NOTE
REQUEST:_______________________________________________________________ __________________

Revision Date:_______________________________  Acenr.v AfTrctMl ? Communi ty & R e g i o n a l  A f f a i r
Title: An A c t  r e l a t i n g  t o  m u n i c i p a l  RRIJ< ------------- “
a s s i s t a n c e ___________________________________________________________  1
Sponsor: House R e s o u r c e s  C o m m i t t e e  rnm^nonrc •
Requestor: ________________________________________________________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL S ER VICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

1 4 4 .5 149 .4 15^ .0 159 .1 1 6 4 .0 169 .4
1 0 .0 1 0 .0 1 0 .0 1 0 .0 10 .0 1 0 .0

3 .0 3. 0 :. 0 3. 0

1

TOTAL OPERATING 1 5 7 .5 1 6 2 .4 1 6 7 .0 172 .1 177 .0 132 .4

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

1 5 7 . 5 1 6 2 . 4 1 6 7 . 0 1 7 2 . 1 1 7 7 . 0 1 3 2 . 4
1 5 7 . 5 1 6 2 . 4 1 7 ^ .1 -LZL.Q 1SL.4

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY 3 . 0 3 . 0 3 . 0 3 . 0 3 . 0 3 . 0

Phone:*105-4750 
Date:

ANALYSIS : (Attach a separate page if necessary)

T h e r e  i s  no f i s c a l  i m p a c t  a n t i c i p a t e d  i n  FY 9 0 .

P l e a s e ^ s e e  a t ^ a ^ Q e d .

Prepared by: P la stnan • D eputy/D irect-or
Division: "-m flcipal & R e g i o n ^ / A s s i s t X h c Q . ,  * / __________ ____________

Approved by Commissioner: W  f p . Date: '  6  ~
Agency: Community & R egional A f f a i r s  "  / / S

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agcncy(ics) page ——  of



I’oiiiion Fiile G o v e rn m e n t  S p e c i a l i s t  IV
Staff MonthsTime Status

P e r m a n e n t 12

No. of Positions Kinvf/Slep l’JA
Location
A n c h o r a g e / J u n e a u

Barg. Unit
GGIJ

Election Disuicl

■ -v. v. v . / ,  ••A.'/rV.'f. . , ,*
Type of Expenditure Amount

1 2 3
Salary 4 0 . 0
Benefits 1 J . 4
Premium Pay
Other

Total Personal Services 5 3 . 4
Travel 1 0 . 0
Contractual 3 . 0
Commodities
Equipment
Other

Total Cost 6 6 . 4
.*•> .\i \£v-: '

Funding Source for Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004
I-A Receipts 1006
CIP Receipts 1061
Oilier 6 6 . 4

• ii

Justification
T h i s  p o s i t i o n  w i l l  b e  n e e d e d  t o  p r o v i d e  t e c h n i c a l  
a s s i s t a n c e  t o  l o c a l  g o v e r n m e n t  a d m i n i s t r a t o r s  i n  
d e t e r m i n i n g  t h e  e x t e n t  o f  l o c a l  i m p a c t s ,  d e v e l o p i n g  
an d  i m p l e m e n t i n g  s t r a t e g i e s  f o r  co m m u n i ty  r e c o v e r y ,  
a n d  a p p l y i n g  f o r  t h e  g r a n t  m o n i e s  t o  c a r r y  o u t  
t h e s e  s t r a t e g i e s .  The f u n d i n g  s o u r c e  w o u ld  b e  a 
p e r c e n t  o f  t h o  t o t a l  f u n d s  a v a i l a b l e .

Request For
New Position

AgCflCy Communi ty & R e g i o n a l  A f f a i r s  

BRU l>°c a l  G o v e rn m en t  A s s i s t a n c e  

Component T r a i n i n g  & D e v e l o p m e n t
P«ftc 2 of 
Revised Dale

FY 91



Position Title 

Time Status
G r a n t s  A d m i n i s t r a t o r  II  

jiolf Montlit
P e r m a n e n t

Tyi»c of Faix'mliltuc
1

Hrncfits
1‘tctnium Pay
Other

_JolnMVr<onnI_S£mw

I 2 . 2

Travel
Contractual
L'ontmodilict
hquiprncnt 
"UUicr----

Total Cost

Ainonnt

!::Xr
SL1L

4 7 .  (J

■».!«: SfclitM-SfV' ,) ■
Funding wjurce for Total Cost

Federal Receipts 1002
O. F. Match 1003
General Fund 1004
J-A Receipts 1006
C1P Receipts 1061

Oilier 4 7 . 0

S n  '• ?■
• ■ : •

. .V- '
r V . •

No. of Positions I Range/Step
17A

Location
A n c h o r a g e / J u n e a u

llarg. Unit
GGU

Flection District

Justification
D u r i n g  t h u  r e c e n t  f>iJ s p i l l ,  DCKA a d m i n i s t o r e d  an  
o i l  s p i l l  g r a n t  p r o g r a m  o f  $ 1 , 1 0 0 , 0 0 0 .  b a s e d  on 
e x |  e r i e n c e  w i t h  t h i s  p r o g r a m ,  c,nc? p o s i t i o n  t o  
p r e p a r e  g r a n t / c o n t r a c t u a l  d o c u m e n t s  w i l l  he  n e e d e d  
d u r i n g  p r o g r a m  a c t i v i t y .  T h i s  p o s i t i o n  w ou ld  be 
r e s p o n s i b l e  f o r  d e v e l o p i n g  t h e  a g r e e m e n t ,  r e v i e w i n g  
p ay m en t  r e q u e s t s ,  m o n i t o r i n  | t h e  p r o  j e c t  u n t i l  
c o m p l e t i o n ,  t h e n  f i n a l l y  c l o s i n g  o u t  t h e  g r a n t .
T h i s  p o s i t i o n  i s  b u d g e t e d  h e r e  a t  s a l a r y  f o r  12 
m o n th s  f u n d e d  f r o m  t h e  am oun t  d e s i g n a t e d  i n  t h e  
b i l l .

Request For
New Position

Agency Community & Regional Affairs 

BRU Administration & Support 

Component Administrative Services
Page 3 o f 4
Revised bate
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Position I Itlc

Time Status
1 1* I in.titoilt

A c c o u n t  .m l I 1______
SiITf Months

I.!

No. of Positions Range/Step
11 .A

Lot mum
. lui icuu

Haig Unit
i it i l l

I: Ice lion District

Tvne of Eiiwniiiiuie < Amount
1 2 3

. Salnrv TA . 4
llenefils 1 1 . 7

_<■ i a

Premium Pay
Other

Total Personal Services M .  i
Travel
Contractual
Commodities
Equipment
Uihei

Total Cost 4 4 . 1

Funding Source for Total Cost
Federal Receipts 1002
O F. Match 1003
General Fund 1001
I A Receipts 1006
CIP Receipts 1061
Other 4 4 . 1

.

Justification

An A c c o u n ta n t .  11 w i l l  be  n e e d e d  t o  r e s p o n d  t o  t h e  
i n c r e a s e d  a c t i v i t y  t h a t  w ou ld  be  g e n e r a t e d  1 >y .i 
p r o g r a m  o f  t h i s  s i z e .  f l l a f f  i n  t ha  f i s c a l  s e c t i o n  
o f  LX'KA a r e  p r e s e n t l y  w o r k i n g  t o  c a p a c i t y  d u e  t o  
a d d i t i o n  o f  new an d  e x p a n d e d  p r o g r a m s  in  r e c e n t  
y e a r s .

T h i s  p o s i t i o n  w o u ld  h a v e  f i s c a l  o v e r s i g h t ,  o f  a l l  
h i l l i n g s ,  e n t r i e s  on t h e  s t a t u  a c c o u n t i n g  
s y s t e m s  a n d  r e p o r t ,  p r e p a r a t i o n  f o r  m an ag e m en t .

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

Request For
New Position

Agency community K Fug iona 1 Affairs
BRU A d m i n i s t r a t i o n  & S u p p o r t _____

Component A d m i n i s t r a t i v e  S e r v i c e s _______
Page 4  of 4
Revised Date
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6 - 2 3 1 8Aa
C h e n o w e t h

Page 2, line 3, after "boundaries;":

Insert "however, this paragraph does not authorize a municipality to 

enforce an ordinance outside its boundaries to regulate exploration, de­

velopment, or production of oil, gas, or minerals in a manner inconsistent 

with the state's management of those resources when the state is the owner 

of the land, tideland, or submerged land; the ordinance adopted must be 

consistent with a regional master plan for the region in which the munici­

pality is located if a plan has been prepared by the Department of Environ­

mental Conservation under AS 46.04.210;"

Page 2, following line 4:

Insert a new bill section to read:

"* Sec. 2. AS 29.35.200 is amended by adding a new subsection to read:

(d) A first class borough that exercises power necessary to 

contain, clean up, or prevent a release or threatened release of oil 

or a hazardous substance, and exercise a power granted to a municipal­

ity under AS 46.04, AS 46.08, or AS 46.09 shall exercise its authority 

in a manner that is consistent with a regional master plan for the 

region in which the borough is located if a plan has been prepared by 

the Department of Environmental Conservation under AS 46.04.210."

A M E N D M E N T

OFFERED IN THE HOUSE

TO: HR 577

4 / 2 1 / 9 0
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6 - 2 3 1 8Aa
C h e n o w e t h

Renumber the following bill sections accordingly.

Page 2, line 8, after "AS 46.09":

Insert " j the borough shall exercise its authority under this para­

graph in a manner that is consistent with a regional master plan for the 

region in which the borough is located if a plan has been prepared by the 

Department of Environmental Conservation under AS 46.04.210."

Page 2, line 15, after "basis.":

Insert "The borough shall exercise its authority under this subsection 

in a manner that is consistent with a regional master plan for the region 

in which the borough is located if a plan has been prepared by the Depart­

ment of Environmental Conservation under AS 46.04.210."

-2- 4 / 2 1 / 9 0
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6 - 2 3  l8Ab
C h e n o w e t h

Page 2, line 27:

Delete "the social and economic effects arising from"

Insert "the additional costs of reasonable and appropriate functions 
and services that arise out of"

Page 3, lines 1 - 2 :

Delete "cost of social and economic effects on"

Insert additional costs of reasonable and appropriate functions and 
services by"

Page 3, line 26:

Delete "necessary"

Insert "reasonable"

Page 13, line 28:

Delete "incremental"

Insert "additional"

Delete "public services"

Insert "a reasonable and appropriate function or service"

A M E N D M E N T

OFFERED IN THE HOUSE

TO: HB 577

P a g e  13 ,  l i n e  2 9 :

4 / 2 1 / 9 0
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6 - 2 3 !8Ab
C h e n o w e t h

Delete "an actual discharge of oil or"

Insert "the discharge of"

Page 13, line 29, through page IA, line 3:

Delete "and the costs of providing additional services incurred in 

response to the actual discharge of the oil or pollutant (, AND ALL INCI­

DENTAL ADMINISTRATIVE COSTS]"

Insert ", including [AND ALL INCIDENTAL] administrative expenses for

the incremental costs of providing the function or service"

Page 17, lint 18:

Delete "incremental"

Insert "additional"

Page 17, lines 18 - 19:

Delete "services and the costs of providing additional services"

Insert "a reasonable and appropriate function or service"

Page 17, line 20:

Delete "[, AND INCIDENTAL ADMINISTRATIVE COSTS]"

Insert ", including [AND INCIDENTAL] administrative expenses for the

incremental costs of providing the function or service"

Page 19, lines 1 - 2 :

Delete "incremental"

Insert "additional"

- 2 - 4 / 2 1 / 9 0



6-23 18Ab 
Chenoweth

Page 19, lines 2 - 3 :

DeleCfi "services and the costs of providing additional services" 

Insert "a reasonable and appropriate function or service1*

Page 19, line 4:

Delete "[, AND INCIDENTAL ADMINISTRATIVE COSTS]"

Insert '’ i.neiuding [AND INCIDENTAL] administrative expenses for the 
incremental costs of providing the function or service"

- 3 - 4 / 2 1 / 9 0



6 - 2 3 1 8Ac
C h e n o w e t h

OFFERED IN THE HOUSE

TO: HB 577

Page II, 1ine 7:

Delete "the state^ (OR) a municipality, or a village"

Insert "the state or a municipality, or to the natural resources that 

are owned by a village"

Page 11, line 8:

Delete "incremental"

Insert "additional"

Page 11, lines 8 - 9:

Delete "providing services and the costs of providing additional 

services"

Insert "a function or service, including administrative expenses for 

the incremental costs of providing the function or service,"

Page 19, line 9:

Delete "This Act is"

Insert "Sections 11 and 12 of this Act are"

A M E N D M E N T

4 / 2 1 / 9 0



6 - 2 3 1 8Ad
C h e n o w e t h

OFFERED IN THE HOUSE

TO: HB 577

Page 6, following line 26:

Insert a new section to read:

Sec. 29.60.570. IMPACT ASSESSMENT. (a) If, in response to a 

release of oil or a hazardous substance, municipalities or villages 

apply for grants under AS 29.60.530, the commissioner shall, after 

consulting with and securing the written approval of the attorney 

general, make an assessment of the social and economic effects of the 

release of the oil or hazardous substance on the municipalities, the 

villages, and the region in which the discharge occurs. The commis­

sioner may make the assessment by

(1) using staff of the department;

(2) contracting with a municipality or other entity for the

assessment; or

(3) authorizing a municipality or other entity to make the

assessment and supporting that effort by a grant.

(b) Only one assessment may be completed under this section for

each declaration of a disaster emergency.

(c) The commissioner may pay the costs of the assessment from 

money available in the fund."

A M E N D M E N T

- 1 - 4 / 2 1 / 9 0



5 6 - 2 3 1 8 A f
C h e n o w e t h

A M E N D M E N T

OFFERED IN THE HOUSE

TO: HB 5 77

Page 7, lines 5 - 2 2 :

Delete all material and insert:

"(4) "village"

(A) means a place in which 25 or more persons reside 

as a social unit that is not incorporated as a municipality under 

state law;

(B) does not include a place within a borough if the 

power, function, or service for which the grant application is 

submitted is exercised or provided by the borough on an areawide 

or nonareawide basis at the time the grant application is submit­

ted."

Page 12, line 16, through page 13, line 1:

Delete all material and insert:

"(36) "village" means a place in which 25 or more persons 

reside as a social unit that is not incorporated as a municipality 

under state law."

Page 14, lines 9 - 2 4 :

Delete all material and insert:

"(19) "village" means a place in which 25 or more persons

- 1 -  4 / 2 3 / 9 0



6 - 2 3  18 A f
C h e n o w e t h

reside as a social unit that is not incorporated as a municipality 

under state law."

Page 17, line 26, through page 18, line 17:

Delete all material and insert:

"(12)  " v i l l a g e "

(A) means a place in which 25 or more persons reside 

as a social unit that is not incorporated as a municipality under 

state law;

(B) does not include a place within a borough if the 

relevant power, function, or service is exercised or provided by 

the borough on an areawide or nonareawide basis at the time the 

grant application or request for reimbursement is submitted."

- 2 - 4 / 2 3 / 9 0
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Hon. Eileen MacLean, Chair
House Community & Regional Affairs Committee 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

The Department of Law has two concerns with respect to
HB 577, currently in the House Community & Regional Affairs Commit­
tee.

First, we are concerned with the way the term "villages"
is defined and used in the bill. With respect to villages, the 
bill is basically divided into two parts. The first part would 
create a grant program for villages to pay for certain expenses —  
incurred as the result of a release of oil or hazardous substance. 
(Sections 1-4.) Funding would be provided from the $.05 per barrel 
conservation surcharge on oil (AS 43.55.210), through a new fund 
called the oil and hazardous substance municipal impact fund. 
(Section 4.) In addition, the commissioner of DEC would be author­
ized to use money from the oil and hazardous release response fund 
to pay for other impacts to a village because of a release of oil 
or hazardous substance. (Sections 17-19.) Our concerns about the 
treatment of villages do not involve these sections.

However, in another part of the bill, villages are in­
cluded, along with the state and municipalities, as entities that 
would be entitled to recover for natural resource damage, damages 
to persons and property, whether private or public, and certain 
other costs typically recoverable only by governments; villages 
would also be entitled to the same defenses from liability as the 
state or a municipality. (Sections 11-13.) To the extent that 
these sections are designed to enhance the ability of communities 
on a local level, however organized, to deal on several levels with

Re: HB 577 —  Municipal
Assistance/Oil Spill Fund

Dear Representative MacLean
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Hon. Eileen MacLean, Chair April 20, 1990
House Community & Regional Affairs Page 2

Committee

the complex impacts of a release of oil or hazardous substance, we 
see no problems. We are concerned, though, that these sections 
could be interpreted ae state recognition that certain "villages" 
have governmental powers, authority over public land, and authority 
to exercise what normally are governmental functions. Furthermore, 
the reference to "natural resource damage" may lead to conflicts 
over who has a "trust" responsibility for state-owned land and 
resources that are used by village members. For example, who would 
be the trustee and have a right to recover for damages to tide- 
lands, which are state-owned, if used by villagers for subsistence?

We suggest that the committee clarify, through either a 
letter of intent or a modification of proposed AS 46.03.822(a) in 
Section 11 of the bill, that the purpose behind these sections is 
not to recognize governmental powers or authority over public lands 
for villages, either directly or indirectly, on the basis of their 
status as an Indian Reorganization Act council or traditional 
Indian council. We would also suggest that proposed AS 46.03.- 
822(a) be further amended to clarify that a village can recover 
only for damages sustained to resources owned by the village. The 
committee may also wish to consider redefining village for purposes 
of the bill; one possibility would be to define village as "an 
unincorporated community with a residential populatioln of 25 or 
more which is a social unit." S e e , e.g.. 19 AAC 60.900(2).

Our other concern relates to Section 25, which makes this 
bill retroactive to March 24, 1989. The validity of retroactive 
legislation is currently under challenge in a suit by the oil 
producers against the state regarding the retroactive provisions 
of the ELF amendments. If payments are made under this legislation 
from the oil and hazardous release response fund to municipalities 
for past expenses relating to the Exxon Valdez spill, thereby 
requiring the oil producers to pay an additional surcharge under 
AS 43.55.230 to replenish the fund, we believe the producers will 
likely challenge the validity of this retroactive provision. This 
retroactivity clause may be especially vulnerable, since it extends 
back considerably beyond the current calendar year, which has 
traditionally been the acceptable length of time for retroactive 
tax legislation. We are merely pointing this out for your con­
sideration, although the Department of Law is prepared to defend 
this or any other retroactivity provision.
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Committee

We hope this letter is helpful to you in your delibera­
tions.

Sincerely yours,

DOUGLAS B. BAILY 
ATTORNEY GENERAL

W. Bush and 
I. Amendola 
Attorneys General

JWB:GIA:jf

cc: Hon. Johne Binkley
Hon. Rick U e h l m g ,  Co-Chairs 
Senate Finance Committee



I
»

m i  ^
TCfld U K g O g l U T M P O u C k  r  ‘s t A l i  CAl- iHH 

I U N I A ' j  l-i As> A J jh

<o; 4» 5 jfii.c

LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  April 5, 1990

SUBJECT: House Bill 577 -- sectional analysis

TO: Representative Eileen MacLean, Chair
House Community & Regional Affairs Committee

FROM: Jack Chenoweth /  /
Legislativeive Coiy^j/l

w

This bill draft is based on proposals first offered by 
mayors of municipalities whose communities bore the brunt of 
the Exxon Valdez disaster. The measure generally follows a 
suggested model prepared by Perkins Coie, an Anchorage-based 
law firm, to broaden the ability of municipalities and vil­
lages to address and receive compensation for their efforts 
to contain and clean up spilled oil and hazardous sub­
stances .

This bill establishes a second fund, parallel to, but not 
duplicative of, the existing oil and hazardous release re­
sponse fund (AS 46.08.040). The principal distinction be­
tween the two funds is this: the existing oil and hazardous
substance release response fund is intended to be the prin­
cipal source of money for expenditures incurred by any eli­
gible party within the state directly for oil and hazardous 
substance discharge containment and clean up, and by the 
state (alone) for incremental and additional public services 
prompted by that containment and clean up; the new municipal 
impact assistance fund would serve as a source of assistance 
to municipalities (alone) for incremental and additional 
public services prompted by necessary containment and clean 
up. There would be no overlap.

ii

Municipal extra-jurisdictional authority:

These changes to Title 29 were sought by mayors and offi­
cials of municipalities who bore tne burden*of the Exxon 
Valdez spill and clean up.



R e p r e s e n t a t i v e  E i l e e n  M a c L e a n
P a g e  2
A p r i l  5 ,  1990

Bill sections 1 - 3 , amendments to various sections of 
AS 29.35, extend the authority of municipalities to exercise 
containment and clean up of spilled oil and hazardous sub­
stances if the spill occurs outside the municipal boundar­
ies. The change made by bill section 1 specifically pre­
scribes how extra-jurisdictional containment and clean up 
authority may be legally assumed by a municipality while the 
changes made by bill sections 2 and 3 authorize the exercise 
of extra-jurisdictional containment and cleanup authority 
for second and third class boroughs, respectively. (First 
class boroughs already enjoy general authority; home rule 
boroughs [e.g. North Slope Borough] and unified municipali­
ties [e.g. Anchorage, Juneau, Sitka] already enjoy that au­
thority under existing law, so it is not necessary to amend 
the law in any way to authorize municipalities of those 
classes to so act.)

*

State financial assistance to municipalities for municipal 
services:

Bill section 4 establishes a new "oil and hazardous sub­
stance municipal impact fund" and describes the manner of 
its administration. The fund is established in the Depart­
ment of Community and Regional Affairs, and that department 
is given the principal responsibility for its administra­
tion.

There is a codified statement of policy and purpose (AS 29.- 
60.500) underpinning the municipal impact assistance pro­
gram. Sections establish the fund and spell out its general 
purpose ["to make grants under AS 29.60.530 for actual ex­
penses incurred by municipalities and villages"] (AS 29.60.- 
510), and authorize appropriations by the legislature to the 
fund (AS 29.60.520).

The principal provision applicable to the new "impact assis­
tance fund is AS 29.60.530. The legislation would permit 
the commissioner of community and regional affairs to make 
grants to a municipality that is

. . . affected by release of oil or a hazardous 
substance and demonstrating extraordinary munici­
pal expenditures that are beyond the reasonable 
capability of the municipality or village to meet 
from the municipality's or villages' current reve­
nue sources.
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(Page 3, lines 16 - 20). The specific expenditures that may 
qualify for grant assistance are those affected by preven­
tion, containment, and clean up efforts are enumerated in 
subsection (b). Grant approval would be based on the deter­
mination by the commissioner by application of the three 
factors specifically identified in subsection (c) together 
with any other criteria the department considers appropri­
ate." (Page 5, line A.) Subsection (d) authorizes the com­
missioner to reject a grant application, while subsection 
(e) authorizes the commissioner to prioritize or rank grant 
applications when requests exceed available resources, and 
specifies the ranking criteria. Subsection (f) permits par­
tial payment of an approved grant. To better assure that 
the grants are used to offset extraordinary municipal initi­
atives in response to a spill emergency, the section in­
cludes language prohibiting the municipality receiving the 
grant from using the grant to reduce municipal tax rates or 
retire its bonded indebtedness.

The remainder of the new sections in bill section A are in­
tended to provide for smooth operation of the fund. AS 29.-
60.5A0 establishes a record-keeping requirement. AS 29.60.- 
550 directs preparation and submission of an annual report. 
AS 29.60.560 permits the commissioner to adopt necessary 
regulations. AS 29.60.590 sets out pertinent definitions.

*

Financing the new municipal impact assistance fund:

Rill sections 5 - 10 identify a source of money for the new
fund. That source is the same nickel-per-barrel addition or 
surcharge to the state severance tax (technically, the oil 
and gas "properties production tax" as it applies only to 
produced oil) first imposed during the 1989 legislative ses­
sion to support the oil and hazardous substance release re­
sponse fund in AS A6. The proposed legislation contemplates 
that the proposed fund will have a normal operating balance 
of $10 million available to assist municipalities.

Bill section 5 , amending AS A3.55.220, authorizes use of
revenue from the surcharge for appropriation into the muni­
cipal impact assistance fund.

Bill section 6 amends the mechanism applicable to trigger 
the off-again on-again feature of the nickel-per-barrel sur­
charge to make it applicable to expenditures from both the 
existing oil and hazardous substance release response fund
and the proposed municipal Impact fund.
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Bill sections 7 and 8 increase the benchmark figure appli­
cable to the trigger mechanism from $50 million to $60 
million, while bill section 9 revises the mechanism so that, 
as a condition of surcharge imposition, the legislature must 
appropriate not only to restore the balance of the existing 
oil and hazardous substance release response fund to $50 
million, but also must restore the balance of the proposed 
municipal impact fund to $10 million.

The amendment proposed by bill section 10, an uncodified 
provision, is intended to assure that, From the inception of 
the nickel-per-barrel surcharge, its collection is not to be 
suspended until a total of $60 million is received in order 
to meet the normal operating balances of the two funds--$50 
million in the existing oil and hazardous substance release 
response fund and $10 million in the proposed municipal im­
pact fund.

*

Other technical and corrective changes sought based on the 
Exxon Valdez experience:

The remaining bill sections, also developed in conjunction 
with the initial Perkins Coie request, make technical and 
corrective changes sought by mayors of municipalities who 
bore the brunt of the Exxon Valdez disaster and cleanup. 
Here, as noted earlier, there have been changes incorporated 
to assure that municipalities eligible for financial assis­
tance under the municipal impact fund of AS 29.60 are not 
also eligible for assistance for those same expenditures 
from sources in AS 46.

Bill section 11; AS 46.03.822(a) defines the scope of a 
personas liability under the "Strict Liability" provisions 
of that chapter (AS 46.03). Under the first amendment 
proposed by this bill section, that liability would be ex­
tended to strict liability for damage to the natural re­
sources of a village and for containment and removal efforts 
undertaken by a village (page 11, lines 5 and 7). Under the 
second, "incremental costs of providing public services" and 
"costs of providing additional public services" incurred "by 
the state, a municipality, or a village" would be recover­
able from the spiller under this subsection (page 11, lines 
7 - 10). Bill section 12 makes a pair of related changes, 
providing definitions of the terms 'public services" and 
'village that are introduced in bill section 11.
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AS 46.04 generully addresses the subject of oil discharge 
and cleanup. Current AS 46.04.020(e) stablishes a basis 
for agreements between parties to facilitate containment and 
cleanup. Bill sect ion 1 3, amending the reimbursement agree­
ment provision of AS 46.04.020(e), adds to the parties with 
whom the Department of Environmental Conservation may enter 
into cooperative agreements to include municipalities and 
villages. (The change supports a compensation arrangement 
modified by the amendments made in section 18, later in the 
bill.)

Oil discharge contingency plans are documents important to 
protection of the environment. The amendment made by 
addition of subsection (h) in bill section 14 directs the 
commissioner of environmental conservation to consult with a 
larger number of groups and to disseminate draft contingency 
plans to the public for review and comment.

Bill section 15 amends the definition of "containment and 
cleanup" applicable to AS 46.04 to add "discharged oil" as a 
legitimate object of containment and cleanup efforts. More 
significantly for purposes of this measure, the amendment of 
the definition of the term incorporates reference to certain 
incremental and additional public services costs "incurred 
in response to the actual discharge of . . . oil or a pollu­
tant" and the costs of "additional services incurred in re­
sponse to an actual discharge of . . . oil or [a] pollutant" 
as expenses qualifying within the definition.

Bill section 16 sets out additional definitions for two 
terms, "public services" and "village," that are added by 
the changes made to provisions of AS 46.04 in the bill.

Bill sections 17 -21 amend the scope of expenses incurred 
that are compensable from the oil and hazardous substance 
release response fund, the existing "470" fund that carries 
a normal balance of $50 million dollars. This fund is cur­
rently managed by the commissioner of commerce and economic 
development.

The amendments set out in bill section 17 would (1) permit 
the money in the fund to be used for preparing "assess­
ments," including assessments of social and economic effects 
of a discharge or threatened discharge; (2) authorize com­
pensation of costs incurred by a village as a result of a 
discharge or threatened discharge; and (3) serve as a source 
of additional grants.
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Bill, section 18 incorporates amendments substituting man­
dated payment of compensation for actual abatement expenses 
incurred, whether by a municipality or by a village under an 
oil spill cleanup agreement, and further broadens authorized 
payment by the state from the fund if the response of the 
municipality or village council was "an appropriate" re­
sponse, not just a "necessary emergency first response" to a 
release or threatened release.

The grant provision of bill section 19 is new. The section 
describes how municipalities and villages may receive 
"grants . . .  to enable [them] to carry out an emergency 
first response to a release or threatened release." The 
grants would come from money available in the existing oil 
and hazardous substance release response fund, and would be 
payable on application, based on short deadlines (i.e. "as 
promptly as possible"), under regulations and procedures 
established by the commissioner of environmental conserva­
tion.

Bill sections 20 and 21 make the same amendments to the def- 
inition of "containment and cleanup" and add definitions of 
"service" and "village" to AS 46.08 that are described ear­
lier with reference to the changes made to AS 46.04.

AS 46.09 s a chapter that addresses release of hazardous 
substances. The amendment to AS 46.09.060(b) made by bill 
section 22 is, in a sense, a technical change that gives to 
municipalities, for purposes of environmental protection, 
the broadest possible authority under all pertinent environ­
mental-related chapters of AS 46 exercisable within the muni­
cipality's boundaries. (This change complements the amend­
ments proposed in bill sections 1 - 3 applicable to extra- 
jurisdictional authority outside the municipality's bound­
aries .)

Bill sections 23 and 24 make the same amendment to the defi- 
nition of "containment and cleanup" and add the definition 
of "service" to AS 46.09 that are described earlier with 
reference to the changes made to AS 46.04 and AS 46.08.

The legislation is made retroactive to March 24, 1989--the 
date of the Exxon Valdez oil spill (bill section 25)--and 
carries an immediate effective date (bill section 26).

JBCrpl
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HOUSE BILL 577, relating to oil and hazardous substance municipal 
impact funding

BACKGROUND OF THE LEGISLATION

This legislation was drafted in response to the concerns expressed 
by the "oiled mayors" of the communities affected by the March 24 
Exxon Valdez oil spill. Funds were provided by the State DEC to 
the communities for their emergency first response expenses, such 
as the purchase of boom material, etc.

However, these communities also experienced far-ranging social and 
economic impacts as a result of the spill; there was an increased 
need for health services, an increase in public safety services, 
public utility services, housing services and an increased usage 
of public facilities, such as the harbors. These increased services 
placed an incredible burden on the communities, and there was no 
state fund or mechanism in place to assist the communities with the 
costs of these additional and incremental services which had been 
incurred. Additionally, there is also going to be a loss of 
revenue, such as that generated by the raw fish tax, inasmuch as 
so much fishing time was lost. True, Exxon did reimburse the 
communities for some of their costs but not all of the costs were
covered ^nd the need is still there.

The Oil Spill Commission recognized this "gap" and addressed the 
need for local service impact funding in Recommendations 53 and 54 
of the Commission Report; specifically, the Commission recommended 
that a separate fund be created to help local governments with the 
unreimbursable costs caused by an oil or hazardous substance 
release.

SUMMARY OF HOUSE BILL 577

House Bill 577 addresses the above concerns and needs by:

1) Broadening the powers of municipalities and villages under AS
29 and under AS 46 to enable them to more effectively deal with the 
release or threatened release of oil or a hazardous substance;



2) Establishes a separate grant program - the municipal impact 
fund -which is administered by the Department of Community and 
Regional Affairs. This fund would serve as a source of assistance 
to municipalities and villages for incremental and additional 
services prompted by necessary containment and clean-up.

This fund is parallel to, but not duplicative of, the existing oil 
and hazardous release response fund (the 470 Fund). The 470 fund 
is intended to be the principal source of readily available money 
for expenditures incurred by any eligible party directly for oil 
and hazardous substance discharge containment and clean up and by 
the state (alone) for incremental and additional public services 
prompted by that containment and clean up. Speaking more 
specifically, the 470 Fund is often spoken of as the "emergency 
first response fund."

The legislation sets out certain criteria which must be met for a 
community to be eligible for a grant and it also specifies the 
types of services which qualify for payment.

3) The source of funding for this municipal impact fund is the same 
nickel-per-barrel surcharge to the state severance tax first 
imposed during the 1989 legislative session to support the 470 Fund 
in AS 46. In order to provide a mechanism for funding, this new 
municipal impact fund under Title 29, House Bill 577 would increase 
the cap on the $.05 per barrel surcharge from its present $50 
million to $60 million and the additional $10 million would be 
appropriated to this municipal impact fund. The other $50 million 
would continue to be appropriated by the Legislature to the 470 
Fund.

4) The legislation also takes up a portion of the "strict 
liability" provisions of existing law (46.03.822) in order to 
clarify that "spillers" are liable for certain additional service 
costs incurred by the state, municipalities and villages and it 
clarifies that these provisions are retroactive to the date of the 
spill.

•
5) House Bill 577 also establishes a new grant program in the 
Department of Environmental Conservation. At present, the 
Department may reimburse municipalities and village councils for 
costs related to emergency first response. This legislation would 
spell out in much greater detail than in existing law how 
municipalities and village councils may receive "grants" for 
emergency first response expenditures. This is not to be confused 
with the Title 29 municipal impact fund which is established in HB 
577 to fomd the cost of additional and incremental services and 
functions which are not emergency first response.

COMPARISON OF HOUSE BILL 577 AND CSSSSB 359 (OIL AND GAS)

CSSSSB 359 (Oil and Gas) is presently in Senate Resources and while 
the overall thrust of the legislation is similar to House Bill 577,



there are some specific differences which may be noted. The 
following are not all of the differences but they do include the 
major differences:

1) CSSSSD 359 (Oil and Gas) does not establish a separate fund for 
the municipal impact grants. Rather, it provides that up to $10 
million of the $50 million (maximum) in the 470 Fund may bo 
appropriated to the Department of Community and Regional Affairs 
for these grants.

2) The Senate Bill also provides for a "trigger mechanism" whereby 
the Governor must make a declaration of disaster emergency in order 
for the municipal impact fund to be activated. Both the drafters 
of the House bill and Senator Szymanski, the sponsor of SSSB 359 
felt that this was not necessary because the mechanism was built 
into the criteria in the bill.

3) The Senate Bill does not include a provision for clarifying the 
retroactivity of the strict liability in AS 03.822. This provision 
is felt to be very important by the oiled mayors.

4) Whereas the House Bill 577 provides for a emergency first 
response grant program under AS 46 for municipalities and villages, 
the Senate version provides for a cash advance to these entities.

5) Senate Oil and Gas Commitee ^as concerned that a municipality 
or village not benefit from an impact assistance grant if the 
discharge is eventually shown to be the recipient's responsibility. 
Hence, proposed AS 29.60.590 of the Senate bill authorizes a 
recovery of grant money paid under the municipal impact grant fund 
if the Commissioner determines that the municipality or village 
receiving the grant is responsible for the underlying spill.

(prepared by Senator Mike Szymanski)
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In te rim  R eport #1 : G roup  A F iscal Im pact A ssessm ent Tem plate Sum m ary

D e a r  M r. G ould:

T his docum ent is the first o f  two In terim  R eports to be subm itted in progress tow ard 
com pletion  o f the final rep o rt for the "Econom ic, Social, and Psycological Im pacts o f the
Exxon Valdez O il Spill." T h e  focus of this Interim  R eport is a prelim inary assessm ent o f
th e  fiscal im pacts of the oil spill on  local governm ents (boroughs and  cities).

T h is  rep o rt is in tended to sum m arize progress to date. It is not in tended to be view ed as 
a  final p roduct -  the last com pleted  G ro u p  A  tem plate was only just recieved th ree  days 
ago, en tered , and run for consistency. T his does not m ean, however, tha t the estab lished  
schedu le  for com pletion o f T ask  1 e lem en ts  has been significantly deferred  by the  delayed 
delivery  of the  prim ary data . W e have p roceeded  as scheduled in the developm ent o f the 
fram ew ork , tables, and  analytical app roach  to be applied to tem plates and  are actually  
som ew hat ah ead  of schedule with respect to the analysis its^L. O n the o ther hand, th e re  
is still considerable analytic w ork to  be done and  it is im portan t to recognize that this 
is b u t an  in terim  report on  w hat will be a  m ore extensive and detailed  Task 1 p roduct.

Second, in any rep o rt of this natu re , th e re  will inevitably be requests for 
c larification , additional inform ation, and  fu rther analysis o r in terpreta tion . We will 
con tin u e  to w ork closelv w ith the O iled M ayors to e ith er respond prom ptly to these  
req u ests  o r to arrange for a  m ore ex tended  exam ination of selected issues in subsequen t 
rep o rts . In addition, this is a  particu larly  opportune tim e, during the early stages of 
th e  process, fo r reviewers to  critique the objectives, direction, and con ten t of die 
p re lim inary  fiscal im pact analysis and  we particularly  w elcom e review com m ents.

F inally, I w ould like to take this opportun ity  to thank the  finance directors o f each o f 
th e  affected G roup  A  com m unities. This repo rt could not have been  a ttem pted  w ithou t 
th e ir  com m itm ent to the process. C om pletion  o f the tem plates required  long hours, o ften  
an  add itional bu rden  to governm ent, and in som e cases during pr :isely the w orst p erio d  of 
tim e  (January) for finance directors. T o  a  very real degree, the quality of the con ten t 
o f  this rep o rt is due to their investm ent in  configuring and  com pleting the data  
co llec tio n  tem plates. In  add ition  to helping quantify im pacts sustained to date, these 
tem p la tes  will be  invaluable in providing a  consistent d a ta  collection m ethodology for 
docum enting  the  longer-term  im pacts o t the oil spill on  local governm ent.
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EX ECU TIV E SUM M ARY

In tro d u c tio n

This rep o rt is the first in a  series o f in terim  repo rts  p rep a red  for the O iled M ayors 
by Im pact A ssessm ent, Inc. It is part o f  a larger ongoing study o f  the econom ic, social, and 
psychological im pacts o f the Exxon-Valdez oil spill and  c leanup . T he  prim ary  objective of 
this first in terim  rep o rt is to provide a  prelim inary  assessm ent o f how the  on spill and 
cleanup  affected  th e  fiscal position  o f  nine local governm ent en tities  addressed  by this 
com ponen t o f  the study: seven la rger (G ro u p  A) cities (V aldez, C ordova, Sew ard, Kenai, 
Soldotna, H om er, and  K odiak) and  th e  K enai Peninsula, and K od iak  Island Boroughs. In 
p resen ting  this in form ation , this in terim  rep o rt sum m arizes on-going analysis o f the effects 
o f the  oil spill an d  c leanup  on: ( 1) local governm ent revenues; (2 ) local governm ent 
expenditu res; (3) oil spill re la ted  expenditu res and  revenues; an d  (4) fish taxes.

Local G overnm ent Revenues

T h e  Exxon-V aldez oil spill on  M arch 24, 1989 led to  two m ajo r sources of im pact: 
(1) the oil spill c leanup  activity and  (2) fishery closures. T hese  events continue to  have 
concu rren t positive and  negative effects on specific revenue sources. In general, one 
p relim inary  finding em erges from  this exam ination  o f  local governm en t revenues in 1989: 
seven  o u t o f n ine ju risd ictions received m ore to tal revenue in 1989 than  in 1988, w ith one 
exception  w here  a large s ta te  capital g ran t was received  in 1988.

E xam ination  o f  historical d a ta  ind icates the re  a re  fou r m ajor sources o f revenues for 
the local ju risd ictions discussed in this repo rt: charges for services, taxes, in ter-governm ental 
revenues, and  m iscellaneous revenues. In each  o f the ju risd ictions exam ined, th e re  is 
varia tion  in th e  significance o f each  o f  these revenue sources in  the  to ta l p a tte rn  o f 
governm en t revenues. In  th e  aggregate these four sources should  be an  ind icato r o f the 
over-all im pacts o f the  oil spill on  local governm en t revenues. H ow ever, since som e o f the 
in ter-governm en tal revenues and  m iscellaneous revenues resu lt from  lagged paym ents that 
a re  no t yet availab le  for inclusion in this analysis, this in terim  rep o rt only develops the 
revenues from  charges for services and certa in  taxes.
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C harges for services vary by service and  by ju risd iction . C onsequen tly , a com plex 
p ic tu re em erges regard ing  service re la ted  incom e. W ater and  sew er revenues a p p ea red  to 
exceed 198? revenues during  the post-spill m onths in th ree  ju risd ic tions but te n d ed  to  follow 
the 1988 p a tte rn  in o thers. H a rb o r and  port revenues increased  22 p ercen t from  FY 1988 
to F T  1989. This increase was m ore than  louble tl z average an n u a l grow th ra te  observed  
in ea rlie r years. R evenues during  the post-spill m onths tended  to  exceed the 1988 revenues 
in m ost jurisdictions. O f the th ree  jurisd ictions repo rtin g  a irp o rt revenues (V aldez , S o ldo tna 
and  the City o f K enai), a com parison  w ith com parab le  1988 revenues ind icates th a t V aldez 
had a  7 -percent increase in revenues, S o ldo tna a 1-percen t increase an d  K enai an  18-percent 
decrease . A m ong the ju risd ictions reporting  hospital revenues all rep o rte d  increases ranging 
from  l-to-9  percent. T he  "All O ther" category o f expend itu res rep o rte d  by eight o f the 
jurisd ictions indicates n increase in this revenue source  am ong seven o f these governm ent 
en tities.

T h e re  a re  several sources o f tax revenue am ong  the  n ine  ju risd ic tions exam ined: 
sales, h o te l/m o te l, p roperty , and  fish tax. T echnically  the fish tax is an  in tergovernm en ta l 
transfer and  consequently  it is no t reflected  in tax revenues. H ow ever, given the  im portance 
o f  this "tax" issues regard ing  1989 fish tax are  sum m arized  as a  sep a ra te  sec tion  o f  this 
report.

Sales tax revenues are  a  d irec t reflection  o f p riva te  sec to r business activity. 
T h ere fo re , the sales tax im pact o f the oil spill m ay be positive, negative o r neu tra l 
depend ing  upon  i le tim ing and  mix o f spill c leanup  an d  fisheries activity. Sales tax revenues 
in 1989 reflect sales activity in the post-spill m oni.is o f  A pril th rough  S ep tem b er. T hey  w ere 
49 percen t above the revenues rep resen ting  the two pre-spill q u a rte rs . T h is co m pares  w ith 
a  39 percen t increase for com parab le  tim e periods in 1988.

H o te l/m o te l tax revenues reflect in-m igration  o f sh o rt-te rm  an d  transito ry  residents. 
Beyond the  norm al im pacts o f  tourism , these revenues should  increase  w ith th e  spill c leanup  
activity and  be adversely affected  by fisheries decline  and  c lean u p  shutdow n. F lo te l/m o te l 
taxes w ere also higher in 1989 th an  in 1988. M uch o f  this increase  is o bserved  in the p o st­
spill m onths.

R evenues from  p roperty  taxes th a t w ould reflect 1989 im pacts will n o t b e  received  
until ca lendar year 1990. C onsequently , this revenue  source  is no t re flec ted  in  th e  fiscal 
d a ta  rep o rted  by local ju risd ictions for this analysis.
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In general, per-cap ita  local governm ent spending  am ong ju risd ictions exam ined  in this 
study exhibited  a p a tte rn  o f real (inflation-adjusted) decline in recen t years. Five ou t o f 
nine ju risd ictioas experienced  real, per-cap ita  decline betw een fiscal years 1986 and 1988. 
T he n um ber o f ju risdictions tha t exhibited  decline in real, p er-cap ita  to ta l spending 
increased  to seven ou t o f nine betw een  fiscal years 1988 and  1989. T his real, per-cap ita  
decline occurs in connection  with rising absolu te  levels o f governm ent spending  am ong local 
governm ent jurisdictions. S trong popu la tion  grow th in 1989 (as rep o rte d  by th e  A laska 
D epartm en t o f C om m unity and R egional A ffairs) am ong several study ju risd ictions 
underscore the per-cap ita  decline in governm ent spending. O bserved  po p u la tio n  expansion 
may reflect oil-spnl c leanup  popula tion  m ovem ent and se ttlem en t in to  the  study region.

Increases in Personnel and  O pera tions & M ain tenance (O & M ) expend itu res from  
fiscal 1988 to  fiscal 1989 w en concen tra ted  in five im portan t service function  categories, not 
d irectly  re la ted  to  oil spill cleanup. R anked  in o rd e r o f  the incidence o f expend itu re  
increase, these av e  service functions are:

Local Government Expenditures

o  Public W orks
o  Public Safety
o P o rt/H a rb o r
o H ealth  & H ospital
o G en era l G overnm en t

T hese five service function categories account for the bulk  o f local governm ent 
expenditu re  increases fo r the personnel and O & M  object categories. F u rth erm o re , they 
rep resen t the kind o f  public service functions m ost likely to be im pacted  by an  even t like 
the Exxon-Valdez oil spill and  cleanup. H ow ever, fu rther analysis is req u ired  to  investigate 
possible ind irect connections betw een  observed p a tte rn s o f  local governm en t spending  
increases an d  twe oil spill and  c leanup  events o f 1989.

C oncern ing  d irec t oil spill cleanup expenditures, eight ou t o f  n ine local governm ent 
ju risd ictions rep o rted  d irec t personnel and  O & M  expenditu res for oil spill c leanup  during 
fiscal year 1989 an d  the  first six m ont.is o f fiscal y ear 1990.
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Local Government Expenditures

In  general, p cr-cap ita  local governm ent spending  am ong ju risd ic tions exam ined  in this 
study exhibited  a p a tte rn  o f  rea l (in fla tion-ad justed) decline in recen t years. Five ou t o f 
n ine jurisd ictions experienced  real, per-cap ita  decline betw een  fiscal years 1986 and  1988. 
T h e  n um ber o f  jurisdictions th a t exhibited  decline in real, p e r-cap ita  to ta l spendin; 
increased  to  seven ou t o f n ine betw een  fiscal years 1988 and  1989. T h is real, p er-cap ita  
decline occurs in connection  with rising abso lu te  levels o f governm en t spend ing  am ong  local 
governm ent jurisdictions. S trong popu la tion  grow th in 1989 (as rep o rte d  by the A laska 
D ep artm en t o f  C om m unity and  R egional A ffairs) am ong several study ju risd ic tions 
underscore the per-cap ita  decline in governm ent spending. O bserved  p o p u la tio n  expansion 
may reflect oil-spill c leanup  popu la tion  m ovem ent and  se ttlem en t in to  the study  region.

Increases in P ersonnel and  O pera tions & M ain tenance (O & M ) exp en d itu res  from  
fiscal 1988 to fiscal 1989 w ere concen tra ted  in five im p o rtan t service function  categ  ries, not 
d irectly  re la ted  to  oil spill cleanup. R anked  in o rd e r o f the inc idence o f  expend itu re  
increase, these five service functions are .

o Public W orks
o  Public Safety
o  P o r t/H a rb o r
o H ealth  & H osp ita l
o G en era l G o vernm en t

T hese  five service function  categories accoun t for the bulk  o f local governm en t 
expenditu re  increases for th e  personnel and  O & M  object categories. F u rth e rm o re , they 
rep resen t the kind o f public service functions m ost likely to  be im pacted  by an  ev en t like 
the  Exxon-Valdez oil spill an d  c leanup. H ow ever, fu rth e r analysis is req u ired  to  investigate 
possible indirect connections betw een  observed  pa tte rn s  o f  local govern m en t spend ing  
increases and  the  oil spill and  cleanup  events o f  1989.

C oncern ing  d irec t oil spill c leanup  expenditu res, e ight ou t o f n ine local governm en t 
ju risd ictions rep o rted  d irec t personnel and O & M  expend itu res for oil sp il’ r ie a n u p  during  
fiscal year 1989 and the first six m onths o f  fiscal y ear 1990.
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O il Sp ill R elated  Revenues and  E xpend itu res

All boroughs and  cities w ithin the oil spill a rea , except S o ldotna , w ere d irectly  
affected  by the Exxon V aldez oil spill. T o ta l sp ill-related  revenue rep o rted  by all n ine local 
governm ent ju risd ictions through the end  o f ca len d ar year 1989 was $6,136,000. O f this 
am ount, $131,000 o r two percen t o f  the to tal is in ou tstand ing  invoices. D ue to  d ifferences 
in accounting trea tm en t, this $6,136,000 may also  include advances o f funds m ade by Exxon 
o r the S ta te  which m ay be applied to  continuing oil spill response expenditu res. T o ta l 
expenditu res to  da te  a re  rep o rted  a t $6,091,000. O f this am oun t, $5,562,000 has b een  billed 
a n d /o r  rep o rted  as expended  to d a te , leaving $529,000 as unb illed  o r u n rep o rted . T he most 
cu rren t in fo rm ation  provided  by local jurisd ictions suggests th a t o f the am oun ts  b illed  for 
re im bursem ent, less than  one p ercen t o f the to ta l was d e le ted  from  paym ents by Exxon 
C orporation .

K enai P en insu la  Borough was advanced S2,000,000 by Exxon C om pany, U SA , ;o 
finance oil spill response activities w ithin the borough. U n d e r this bo rough’s accounting  
system , this m oney was trea ted  as an  advance. Funds app lied  to  offset expend itu res a re  
taken  as revenue  a t the tim e the expenditu re  is incurred , and the  ou tstand ing  balance o f the 
advance is th en  reduced . As o f  D ecem b er 31, 1989, approxim ately  $387,000 is being  held 
for continuing oil response costs. O f  the $1,612,000 expended, the borough  rep o rts  that 
$661,000 w as passed  th rough  to  o th e r  agencies ($432,000 to  G ro u p  A  cities, approx im ately  
$180,000 to  U.S. Parks Service, and  $50,000 to Seldovia). All app licab le  expend itu res w ithin 
the B orough have b een  rep o rted  to  Exxon as draw dow ns from  the $2,000,000 advance.

K odiak Island B orough repo rts  they have received $1,730,000 from  Exxon o f which 
$99,000 w as passed through to  the City o f K odiak. T o  d a te  the borough  has rep o rted  
$1,455,000 being invoiced, o f which $354,000 was to  the S tate  o f A laska and  $1,101,000 was 
billed  to Exxon. B ased on  the in form ation  provided  and  tak ing  into accoun t $326,000 in 
unbilled  o r u n rep o rted  expenditures, the  B orough has $204,000 in unap p lied  funds 
rem aining. It is unknow n w h eth er these a re  for expend itu res in o th e r o p era tin g  accounts 
which have not yet b een  included, o r  w hether the en tire  am oun t is availab le  for continuing  
oil spill response.

T he local governm ent ju risd ictions in this rep o rt w ere requested  to quantify  the ir 
estim ates as to  how the  oil spill affected  revenues and  expend itu res for 1989, an d  to 
es tim ate  how  they w ould be affecte i' .during 1990. A  review  o f the  g en era l financial 
in fo rm ation  subm itted  reveals tha t in m ost coasta l a rea s  the re  w ere substan tia l increases in 
sales taxes, business licenses, fines, and  en terp rise  fees and  charges. It m ust be  assum ed, 
w here o therw ise not rep o rted , these  increases te su lted  prim arily  from  oil spill c leanup  
response. T he  increases w ere sufficient in size to offset losses in  the sam e revenue  sources 
resulting  from  decreased  fishing an d  tourist activity. Increases due to oil spill response  are  
o f a  one tim e na tu re  affecting only the en tity ’s econom y during  1989, w hile losses from  
com m ercial fishing activities resu lting  from  the spill may well con tinue in to  fu tu re  years.

Executive Summary Page - 4



Sales taxes w ere strongly im pacted . T he  influx o f large num bers o f peop le  requ ired  
for the  m assive cleanup  efforts c rea ted  increased  consum er purchases. A t the sam e tim e, 
a substan tia l am oun t o f the m ateria ls  and  supply purchases by Exxon, o r  the ir con tracto rs, 
w ere channe led  th rough  local m erchan ts. T he resulting  increase in taxable sales was m ore 
than  sufficient to  offset sh o rt-te rm  loss o f sales taxes due to  declines in business resulting 
from  com m ercial fishing closures. Also, as fisherm an g ea r up early  in the year, the gear 
pu rchased  for 1989 due to this spill, may not have been  used , m aking it availab le for the 
1990 fishing season. T his m ay m ateria lly  reduce the need  to pu rchase  new g ear in the 
spring o f  1990. Such loss o f  business will be reflected  in 1990 sales tax collections. In 
add ition , if fu rth er m ajor fishing closures a rc  requ ired , this will have a  fu rth er d e le terious 
effect on local businesses, causing fu rther reductions in sa les tax collection.

A  decline in one aspect o f a  local econom y tends to have a dom ino  effect on  o th e r 
sections. T hus, such a  decline can  also adversely  affect o th e r  revenues d ep en d e n t on  the 
econom ic well being  o f the a rea . C on tend ing  w ith this loss o f  revenue m ay req u ire  tha t the 
ju risd ic tion  e ith e r  reduce the quality  o f services to  its residen ts or th a t the  loss be m ade up 
by increasing p roperty  tax rates, which in tu rn  w ould increase  p roperty  revenue.

Raw  Fish T ax Im pac ts

F ish tax rep resen ts  an  im p o rtan t revenue source fo r local governm ents; th e re  is a 
high p robab ility  tha t this revenue  source was affected  by the Exxon Valdez oil spill. 
U nfortunate ly , changes in raw  fish taxes a re  not reflec ted  in  the com pleted  fiscal im pact 
assessm ent tem p la tes  because fish taxes paid  by processors to  the S ta te  o f A laska during 
1989 a re  no t red is trib u ted  to  local ju risd ictions until m id -1990. Thus, in o rd e r to  quantify  
any loss o f fish tax resu lting  from  th e  Exxon Valdez oil spill it is necessary to  (1) p ro jec t the 
value o f  fish th a t w ould have b een  landed  in 1989 had the  fisheries b een  conducted  u n d er 
no rm al conditions, (2) p lace a  value  on these  fish, and  (3) then  derive an ap p ro p ria te  
"w ithout oil-spill" d istribu tion  o f  those  revenues am ong the  affected  com m unities.

In fo rm ation  provided  in  the  tem p la tes and  the A laska D ep artm en t o f R evenue , the 
to ta l fish tax d is tribu tion  to  the  affected  boroughs and  com m unities w as $3,242,572 for the 
1986 fishing season, $4,158,836 fo r the  1987 season, and  $8,640,153 fo r th e  1988 season. 
O u r p ro jec tio n  o f w hat th e  to ta l fish tax d istribu tion  w ould have been  for 1989 is $9,218,674. 
Provisional com m unity and  borough  en titlem en ts  a re  th e n  derived on  the basis o f 
post-season  appraisa ls o f  ac tua l fish runs and  likely harvest levels.

T h e  1988 d istribu tion  fo rm ed  the  basis for com puting th e  re la tionsh ip  be tw een  to tal 
salm on harvest values in 1988 an d  to ta l p ro jec ted  salm on harvests by fishery a rea  in 1989. 
T his ratio , in tu rn , was app lied  to  the to tal p ro jec ted  value o f  the  1989 season  to derive the 
rela tive d is tribu tion  am ong jurisdictions.
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1.0 INTRODUCTION

This in terim  repo rt was p rep ared  for the O iled  M ayors’. It is p a rt o f a  la rger ongoing 
study o f the econom ic, social, and  psychological im pacts o f the Exxon Valdez oil spill and 
c leanup. T he  fiscal analysis con tained  here  is the first in a series o f in terim  reports 
p rep a red  by Im pact A ssessm ent, Inc.

D uring the period  o f m assive oil-spill cleanup, local governm ents resp o n d ed  to the 
d isaster. T hey com m itted  com m unity facilities, equ ipm en t, and  p ersonnel to  help  coo rd ina te  
c leanup  opera tions  and  to address sudden  shifts in dem an d  for local public services. T he 
m ayors in affected  com m unities in P rince W illiam  Sound, the K enai Peninsula , K odiak 
Island, and  th e  A laska P eninsula  jo in ed  forces and  form ed the "O iled M ayors’" 
S ubcom m ittee o f  the A laska C onference o f  M ayors. O n  b eh a lf o f  the  O iled  M ayors’, the 
C ity o f K odiak issued a  R eq u est for P roposals calling fo r an  in teg ra ted  study o f the 
econom ic, social, and psychological im pacts o f the oil spill and  its c leanup . F o u r technical 
objectives a re  con ta ined  in the Scope o f  W ork. T hey  are:

o T ask  1: F iscal Im pact A ssessm ent

o  T ask  2: Business Im pact A ssessm ent

o T ask  3: Psychosocial Im pact A ssessm ent

o T ask  4: F inal T echnical R ep o rt

W ork o n  T ask  1 involved a  series o f  m eetings w ith partic ipa ting  F inance D irecto rs 
o f the la r0<,: fO roup -A ) local governm ent jurisd ictions to  develop  a  fiscal assessm en t data  
co llection  instrum ent. A  final se t o f "Fiscal T em plates" w ere p re p a re d  and d is trib u ted  to 
local governm en t finance officers in G roup -A  com m unities in m id Jan u ary  1990. This 
in terim  rep o rt is based largely on  the results o f the com pleted  F iscal T em p la tes  subm itted  
by nine partic ipa ting  local governm ent jurisdictions:

K enai P en insu la  B orough K odiak Island B orough C ordova
H o m er K odiak  City V ald ez
K enai C ity
Sew ard
Soldo tna

T he goal o f  this ongoing study is to provide th e  O il M ayors’ w ith a  com prehensive 
and  system atic assessm ent o f w hat happened  to the ir com m unities as a  resu lt o f th e  oil spill 
and  cleanup. T h e  results will be used to enhance oil spill im pact m itigation, to p lan  and 
p ro tec t against fu tu re  recurrences, and to inform  ap p ro p ria te  legislative action.
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T he objective o f this first in terim  repo rt is to provide a  prelim inary  exam ination  o f 
how the oil spill affected the fiscal position  o f the cities and  boroughs o f P rince W illiam  
Sound, K enai Peninsula , and  K odiak Island.

1.1 O rgan iza tion

This rep o rt is organized in to  five sections, plus an  Executive Sum m ary. Section 1.0, 
this in troduction , provides an  overview  o f how this rep o rt fits into to overall study. Section
2.0 exam ines local governm ent revenues. It provides an  overview  o f the  revenue structu re  
o f the affected  ju risd ictions before and during  the oil spill and  cleanup, and  investigates the 
ex ten t and  m agn itude o f  local governm en t revenue im pacts from  the events su rround ing  the 
oil spill. Section  3.0 reviews local governm ent expend itu res over recen t years to quantify  
the n a tu re  and  ex ten t o f d irec t oil spill expenditu res and  to  p ro b e  for ev idence o f 
expend itu re  p a tte rn s  tha t may be indirectly  re la ted  to the o il spill and  cleanup. In Section 
4.0, sp ill-re la ted  revenues and  expenditu res are  com piled  for each  local governm ent 
ju risd iction . T his section  sum m arizes re im bursem en ts  received  and  claim s subm itted  by 
local governm en t ju risd ictions for expenditu res m ade as a d irec t resu lt o f the oil spill and 
cleanup  activities. Section  5.0 provides a  prelim inary  baseline assessm ent o f w hat raw  state  
fish tax receip ts w ould have b een  had  the oil spill no t occurred . Special a tten tio n  was given 
to  raw  s ta te  fish tax revenues for several reasons. First, fish tax revenues rep re sen t an 
im p o rtan t and  grow ing source o f revenues to  local governm en t jurisd ictions. Second, this 
revenue source rep resen ts  a  d irec t link be tw een  the  local econom y and governm ent 
operations. T h ird , red istribu tion  o f the s ta te  raw  fish tax to local governm ents lags 
substan tially  beh ind  actual fish harvesting and  processing activity. F inal fish tax revenue 
d isbursem ents for fish p rocessed  in 1989 may no t occur until Ju n e  o r July o f 1990.

12  O verview  o f A nalytical A pproach

T h e  trend-analysis app roach  was used in Sections 2.0 and  3.0 tracks revenue  and 
expenditu re  levels for several years to  observe w hether th e  fiscal p a tte rn  during  the  im pact 
year differs from  a  baseline o f  p rio r years. Since m ost o f th e  local governm ents re p o rt on 
a  fiscal year basis, the m ost rece n t fiscal year d a ta  availab le was for th a t ending  Ju n e  30, 
1989. U nfo rtunate ly , F Y  1989 covers only th ree  and  o ne-half m onths o f the  post-spill 
im pact 'period, and  can  provide only a glim pse o f possible im pacts beyond those identified  
by th e  d ocum en ta tion  o f re im b u rsem en t and  claim s. T his in terim  rep o rt includes 
observations ab o u t these  im pacts. D a ta  from  FY  1986, F Y  1987, FY  1988 and FY  1989, 
how ever, also p rovide essen tial com ponents o f  a  baseline for evaluating  im pacts during  the 
post-spill perio d  and  in the  fu ture.
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In som e cases, the trend  analysis approach  was app lied  to  m onthly d a ta  for se lec ted  
revenue sources. S im ilar com parisons can also  be m ade for se lec ted  expend itu re  categories 
(e.g., personnel and  o p era tio n s /m a in ten an ce ). A  basic assum ption  in this ap p ro ach  is tha t 
the "no-spill" baseline revenues and  expenditu res in 1989 a re  closely a lf r -e d  w ith the 
com position and m agnitude o f revenue p a tte rn s in 1988. T his ignores specia l »’-in s ta n ces  
tha t may influence the m agnitude o f revenue sources in  any particu la r y ea ;, as well as 
p a tte rn s observed  in ea rlie r  years. A  p re fe rred  app ro ach  is to  develop  a  no-spill, 1989 
baseline estim ate  for se lec ted  revenues and  expend itu res by adjusting  the  1988 ca len d ar year 
d a ta  to reflect bo th  historic p a tte rn s and  special c ircum stances, and  th en  to  com pare  tha t 
baseline w ith the actual 1989 ca lendar year d a ta  to  derive the  revenue  an d  expend itu re  
im pacts. T his kind o f approach  will be included in the  fiscal baseline analysis in the final 
report.

Section 4.0 incorpora tes  an  approach  th a t d ocum ents  th e  sp ill-re la ted  re im bursem en ts  
received and  claim s m ade by the  jurisdictions. T h ese  include the  revenues received  from  
Exxon, o th e r p rivate  parties  and  the  s ta te  and  fed era l governm en t as rep o rte d  in the 
ju risd ic tion ’s oil-spill account. W hile this approach  provides a  usefu l p re lim inary  assessm ent 
o f im pacts, it is incom plete  o n  a t least two grounds. F irst, it reflects only those costs 
perceived by local officials and  recognized by the  re im b u rsem en t en tity  as valid  sp ill-re la ted  
claim s; th e re fo re , som e costs re la ted  to  clean-up  activity m ay not be  included . Second, it 
reflects, a t best, only those costs and  re im bursem en t revenues re la ted  to  the  clean-up  
activity, and  does not take  in to  account the  fiscal im pacts re la ted  to  e ith e r  th e  c losure or 
d islocation o f  the fishing industry o r the  su b sequen t shut-dow n o f th e  spill c leanup  activity.

T he  above approaches cap tu re  only quan tita tive  im pacts fo r 1989 th a t can  be 
d iscerned  from  the ju risd ic tion ’s financial s ta tem en ts. N o t acco u n ted  for in  these 
approaches a re  the  costs o f increased  service dem ands fo r specific service functions, the 
costs o f add ed  capacity  o r th e  costs resu lting  from  resources d iverted  w ith in  the  local 
governm ent to  c leanup  activity o r d iverted  from  p ersonal use to expanded  responsibility . 
A dditional quan tita tive  d a ta  as well as in fo rm ation  ab o u t how  the oil spill affected  the 
structu re  and  process o f local governm ent service delivery a re  now being co llected . In the 
F inal R ep o rt, quan tita tive  analysis will be sup p lem en ted  w ith understand ings ab o u t "what 
the num bers m ean" g leaned  from  the process in fo rm ation  regard ing  local governm en t 
service delivery.
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Finally, these  approaches cap tu re  only those im pacts accrued  to the  local 
governm ents in 1989. They do  not take in to  account any im pacts ex tending  into 1990 or 
beyond. N or do they reflect im pacts in o th e r  sectors of the local o r  regional econom y. 
M any im p o rtan t revenue sources have a  tim e lag betw een the tim e an  even t occurs and the 
tim e the revenue  is actually  received  by the local governm ent. A s n o ted  above, the im pact 
o f the 1989 fisheries closure on  sta te  fish tax revenues will no t be observed  by the 
jurisdictions un til Ju n e  1990 and  the effect o f fluctuating p roperty  values due to the 1989 
fisheries c losure and  the boom  and  bust na tu re  of the c leanup  activity m ay no t be reflected  
in p roperty  tax revenues until a fte r  July 1990; tha t is, in  fiscal y ear 1991. T hese  delayed 
im pacts are  no ted  in this report. H ow ever, it is obvious th a t fiscal im pacts tied to the events 
o f  M arch 24 will con tinue into the future. A  quan tita tive assessm ent o f longer-term  im pacts 
is beyond the scope o f this study. H ow ever, this prelim inary  assessm ent is sufficient to 
indicate  the n eed  fo r an  on-going m onitoring  program  to assess im pacts tha t accrue to local 
governm ents in  fu tu re  years.

1.3 A cknow ledgem ents

T h e  scope o f  w ork call fo r a  d a ta  collection effort th a t may be u n p reced en ted  in its 
dep th  and  b re a d th  for fiscal im pact analysis. W e em phasized  in the tem p la te  instructions 
th a t "the quality  o f th e  study and  the usefulness o f the resu lts to affec ted  com m unities will 
d ep en d  p rim arily  on  th e  accuracy and  detail o f the in form ation  provided  by each ju risd iction  
included  in  th e  study." T he  effo rt com m itted  to the developm ent an d  com pletion  o f the 
F iscal T em p la tes  and , the re fo re , the  quality  o f d a ta  on which this analysis is based  is a  credit 
to the  finance officers and  s ta ff o f each local governm ent.
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2 LO CA L G O V ER N M EN T REV EN U ES

T he first p a rt o f this section  p resen ts  an  overview  o f the pre-spill revenue stru c tu re  
o f the local governm ents affected  by the oil spill. M ajor sources o f revenue a re  identified  
and  ranked  by o rd e r o f im portance  for FY  1986. Significant changes in the o rd e r o f 
im portance for the period  F T  1986 to FY  1989 a re  no ted . T h e  second p a r t exam ines 
revenue sources m ost likely to be im pacted  by the oil spill and  c leanup  events. O bservations 
abou t revenue  trends a re  m ade from  a  p relim inary  analysis o f  the d a ta  th a t has been  
received.

2.1 Introduction

1 2  Revenue S tru c tu re

Local governm en ts  receive th e ir revenues from  six sources, w hich vary in o rd e r  of 
im portance am ong  the ju risd ic tions im pacted  by the  oil spill. F o u r sources: taxes,
in tergovernm en tal revenues, charges for services, and  m iscellaneous, provide a t least 97 
p ercen t o f  the  revenues in each  o f  the n ine ju risd ic tions stud ied . Tw o sources, licenses & 
perm its and  fines & forfeitu res, accoun t for even less than  one p e rcen t o f to ta l revenue  in 
m any jurisd ictions.

C harges for services was th e  leading  revenue  source o f  four en tities  (C ordova, 
H om er, Sew ard and  City o f  K odiak) in F Y  1986. It ranked  second, th ird  o r fou rth  in five 
jurisd ictions. F ro m  FY  1986 to  FY  1989, this source  d ropped  in ranking  in two entities. 
T he  m ajor charges for services w ere  fo r hospital (C ordova, K enai P en in su la  B orough, 
Sew ard, and  K od iak  Island  B orough), w a te r and  sew er (all b u t K enai P en insu la  B orough), 
and  h a rb o r an d  p o rt (all bu t K enai P en insu la  B orough, S o ldo tna  and  K odiak  Island 
B orough).

Taxes ran k ed  as the  lead ing  source  for FY  1986 in th ree  ju risd ictions, w as second-, 
third-, fo u rth -ranked  in six en tities. F ro m  F Y  1986 to  FY  1989, this source  d ro p p ed  in 
ranking in th ree  ju risd ic tions and  increased  its rank ing  in one. P roperty  taxes a re  co llected  
in all ju risd ictions and  w ere  the  m ajo r source o f F Y  1986 tax revenue  in four (V aldez , K enai 
P en insu la  B orough, Sew ard, and  K odiak  Island B orough). Sales taxes p rovided  th e  m ost FY  
1986 tax revenue  in five en tities  (C ordova, H om er, City o f  K enai, S o ldotna , and  City o f 
K odiak) and  a re  no t a  revenue  source for V aldez o r  K odiak  Island B orough. Sales tax 
rep laced  p ro p erty  tax as the  m ajo r source o f FY  1989 tax revenue  in Sew ard.

In tergovernm en ta l revenues was the  m ajor source o f  FY  1986 revenue  for th ree  
ju risd ictions (K enai P en in su la  B orough, City o f  K enai, and  K odiak  Island  B orough). It 
ranked  second o r  th ird  in  six en tities. F rom  FY  1986 to FY  1989, this source  increased  from  
th ird  to second p lace  in C ordova, and  d ro p p ed  from  second  to  th ird  in V aldez  an d  H om er.
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T h ree  jurisd ictions (V aldez, K cnai Peninsula Borough, and K odiak Island Borough) 
received state: school revenues which was the ir highest o r  second high source of 
in tergovernm en tal revenues.

All ju risd ictions except C ordova received sta te  capital g ran ts, which ranked  as the 
highest source  o f FY  1986 in tergovernm ental revenue for fou r en tities  (V aldez, 
H om er, C ity o f  K enai, and Soldotna), and ranked  second in two jurisdictions.

All nine local governm ents received sta te  m unicipal assistance, w hich was the second 
largest source  o f FY  1986 in tergovernm ental revenue for fivr en tities, and  was first 
place in one (City o f K odiak).

S ta te  genera l revenue sharing was the th ird  place sou rce  o f FY  1986 
in tergovernm ental revenues in five jurisdictions, and  ranked  first o r second in two.

S tate  opera ting  grants w ere received by seven en tities, and  it ranked  as th ird , fourth 
o r fifth h ighest source o f FY 1986 in tergovernm ental revenue in five.

O th e r s ta te  shared  revenues ranked  in fifth, sixth or seventh  p lace am ong FY 1986 
in tergovernm en tal revenues in six o f the eight ju risd ictions receiving this source.

E ight en tities  received sta te  raw  fish tax in FY  1986; all n ine received  s ta te  raw  fish 
tax in FY  1989. This source increased  its ranking as a  source o f in tergovernm en tal 
revenue from  FY 1986 to  FY  1989 in eight o f the nine ju risd ictions; the exception 
was C ordova w here it ranked  as the  top source in  FY  86 and  FY  89.

M iscellaneous revenues was the fourth  ranked  source o f F Y  1986 to tal revenue in 
six jurisdictions, b u t ranked  second o r th ird  in th ree  en tities. By F Y  1989 it inc reased  its 
ranking in th ree  en tities. Investm ent incom e was the leading source  o f m iscellaneous 
incom e in seven jurisd ictions and  was the second leading source in  th e  o th e r two (Sew ard 
and  City o f K odiak) beh ind  o th e r m iscellaneous. R en ts  and  leases w ere sources of 
m iscellaneous incom e in  six entities.

L icenses and  perm its w ere the fifth ranked  source o f  FY  1986 revenue for eight 
jurisd ictions, and  no t rep o rte d  as a source by K enai P en insu la  B orough.

Fines and  fo rfeitu res ranked  as the lowest source o f FY  1986 revenue in seven 
jurisdictions, and  w ere not a  s o u r .c  in K enai Peninsula B orough o r City o f K odiak . T hese 
two sources sw itched fifth and  sixdi place rankings in FY  1989 in C ordova, H om er, City of 
K enai, and City o f  K odiak.
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This section  exam ines p a tte rn s  o f change am ong revenue sources m ost likely to be 
im pacted  by the oil spill. Special a tten tio n  is given to the  tim ing o f  im pacts, i.e., w hen the 
revenues w ere likely to  be reflected  in local governm ent revenues. Som e im pacts may be 
observed during  the year o f im pact w hile o thers a re  charac te rized  by tim e lags in rece ip t of 
revenue. Several observations and  ten ta tive  conclusions ab o u t oil spill c leanup  im pacts are  
draw n from  these revenue data . A lso, we suggest som e p recau tions on  in te rp re tin g  these 
data  in light o f the d ifferen tial tim ing o f im pacts.

2.3 Revenue Impacts

ImpflgLLinkages

T he Exxon-V aldez oil spill on  M arch 24, 1989 led to  two m ajo r sources o f  im pact: 
1) the oil spill c leanup  activity and  2) closure o f  the fisheries. E ach  has positive arid 
negative effects on specific revenue sources which m ay be acting concurren tly  o r  a t d ifferen t 
tim es. T he boom  and bust n a tu re  o f the spill c leanup  activity and  th e  fisheries closure 
affected  com m unities differently . C onsequently , revenue im pacts w ere  likely to have b een  
d istribu ted  unevenly  across tim e and  am ong affected  com m unities. T h e  following discussion 
estab lishes how two sources o f im pact a re  linked to changes in po p u la tio n  and  business 
activity and  u ltim ately  to  changes in selected  sources o f revenue .

T hese  linkages are  derived  from  a  m odel in which the  sources o f im pact (C leanup  
and  fishery closures) and  characteristics o f the  affected  com m unities in te rac t to influence 
econom ic and  dem ograph ic  conditions, public service dem and , and  local governm en t costs 
and  revenues. Key characteristics include: ( 1) to ta l w ork force req u irem en ts  and  local 
availability  of iab o r which affect the am oun t an d  tim ing o f  p o p u la tio n  influx o r  o u t­
m igration, w hich in tu rn  affect the  na tu re  and  m agn itude o f  public service dem ands; (2) 
resource  requ irem en ts  and  linkages w ith o th e r econom ic secto rs w hich a re  key d e te rm in an ts  
o f p rivate  sec to r econom ic im pacts; and  (3) the level o f  investm ent in  p ro jec t o r event- 
re la ted  facilities. A ll o f these characteristics m ay be facto rs in the  local public sec to r 
revenues gen era te  by the  event.
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Overview of Impacts

D em ographic im pacts a re  influenced by local com m unity characteristics  in several 
ways. First, the size o f the local popu lation , residen t's  skill levels, and  the  ex ten t o f 
u n d e iem p lo /m en t and  unem ploym ent may d e term in e  the num ber o f  w orkers h ired  locally, 
and  conversely, on  the num ber w ho will be in-m igrants. Second, local characteristics have 
a substan tial influence on the  se ttlem en t p a tte rn s  o f in-m igrating w orkers and  th e ir  fam ilies, 
as well as the num ber o f w orkers who bring th e ir fam ilies to  the  a rea . (C ity and  Borough 
em ploym ent and  popu la tion  estim ates, as well as o th e r tax data , a re  sum m arized  in 
A ppendix A  o f this repo rt.)

Private sec to r business im pacts a re  influenced substan tially  by the  local econom ic 
structu re , which will affect the  source o f im pact’s ability to  purchase supplies an d  m ateria ls  
locally and may influence th e  propensity  o f p ro jec t w orkers to  pu rchase  goods and  services 
locally.

Public service im pacts a re  influenced by any excess capacity  in the local public 
in frastructure, which will affect its ability to abso rb  new  popula tions and  the cost o f  m eeting  
growing dem ands for services.

Fiscal im pacts are  also  influenced substantially  by local com m unity  characteristics. 
D ifferences in  local tax structu res can greatly  affect the m agnitude and  tim ing o f  revenues 

derived  from  a  source o f im pact and the accom panying popu la tion  grow th and  re la ted  
business activity. In  addition , the  a rran g em en t o f  ju risd ictional bou n d arie s  in re la tio n  to  the 
places o f changed econom ic activity and  location  o f w orker’s residences can, in som e cases, 
lead to  substan tial m ism atches o f cost and  revenue im oacts.

D em ographic and P rivate  S ector B usiness Im pacts

M any in-m igrants w ere  a ttrac ted  to  the im pacted  com m unities in search  of 
em ploym ent in clean-up  activities. T he closure o f  the  fisheries also caused  residen t w orkers 
to be d islocated  from  the fishing industry to  the cleanup  effo rt and  supporting  service 
activity. F u rth e r  dem ographic shifts, including out-m igration , w ere  rep o rted  a fte r  the 
S ep tem ber phaseo u t o f  clean-up activity; such as residen ts using th e ir  savings an d  m oney 
earn ed  from  the  oil spill cleanup to  buy p roperty  in and  re loca te  to o th e r  A laskan  o r ou tside 
com m unities.
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Private secto r business im pacts include changes in jobs, payrolls and  sales in the 
com m unity due to the source of im pact, plus investm ent o r d isinvestm ent in  p lan t facilities, 
business en terp rises  a n d /o r  housing, and  changes in the local cost o f living. T h ese  business 
im pacts o f  the  oil spill con ta in  bo th  boom  and bust com ponents, occurring  sim ultaneously  
in som e com m unities. O n  one hand, local econom ies could expect to b en efit from : 1) the 
clean-up activity payrolls spen t on  purchases o f consum er goods and  services; 2 ) d irect 
purchases by the  clean-up  o p era tio n  o f goods and  services; and  3 ) p o ten tia l investm ent in 
p roperty  &  new  construction  by clean-up  industry, local business expansion, an d  in-m igrating 
w orkers.

O n  the o th e r hand, the  econom ic boom  from  clean-up  activity could be expected to 
be offset in som e com m unities by loss o f fishing and  fish processing, resu lting  in decreased  
purchases o f goods & services by local consum ers and  by the fishing industry  fo r inputs o r 
processing, as w ell as decreased  investm ent by the  fishing sec to r in p lan t an d  equ ipm ent, 
and by w orkers and  support service businesses in p roperty  and  construction . M any adverse 
im pacts m ay be long-term , extending beyond the sum m er o f 1989. F o r exam ple, because 
m any fishing supplies pu rchased  last spring never got used, th e  sp ill’s effect o n  support 
services m ay n o t be ap p a re n t until well in to  1990. S im ilar econom ic decline  in the local 
com m unities could  be expected  due to  the S ep tem ber p haseou t o f  c lean-up  activity and 
uncertain ty  over the  sta tus o f continued  cleanup in 1990.

Local G overn m en t R evenue Im pacts

T he  tim ing o f revenue receip ts vary substantially  by type o f  revenue source. C hanges 
in som e revenue sources m ight be received  alm ost im m ediately  and  thus could  be reflected  
in the revenue figures for FY  1989 end ing  Ju n e  1989. H ow ever, revenue  im pacts associated  
w ith the oil spill and  cleanup  activity during  for the A pril - Ju n e  1989 period  as well for the 
July - D ecem b er 1989 perio d  may no t be rep o rted  until la te  FY 90 o r early  FY91. 
F u rtherm ore , som e revenue sources (e.g., p roperty  tax and  raw  fish tax) a re  lagged such tha t 
the increased  revenue will no t be received  by the local governm en t un til 1990 o r even a fte r 
July 1, 1990 in FY 91.

C h aiees  for Services. Local governm ent services and  in frastruc tu re  w ere  subjected  
to a  barrage  o f  sim ultaneous expectations which should  be reflec ted  to  som e extent in 
revenues received  as charges for services. T hese im pacts include, for exam ple: 1) d irect 
dem ands on  public services by the clean-up  operati i; 2) dem ands on  public  services by 
increased popu la tion  w ith increased  incom e; and 3) dem ands on  public  services by people 
d islocated from  the  fishing industry and  from  the subsequen t p h aseo u t o f the  c leanup  effort.

T he  c lean-up  o p era tion  directly  p laced  added  dem ands on w a te r an d  sew er h arbo r 
and  port, and  a irp o rt services, which should  be reflected  in increased  charges for services 
in som e jurisd ictions. C oncurrently , these  service functions m ay have faced decreased  
dem and  and  received declin ing revenues due to the closure o f  fisheries a n d /o r  fish 
processing.
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T he added  popu la tion  w ith increased  incom e p laced  such dem an d s on  public services 
as: 1) social services, police and  fire services, and  o th e r  city o r borough  services; 2 ) school 
changes resu lting  from  sh o rt-te rm  increases in popu la tion , shifting w ork loads, cancellations 
o f classes, and  o th e r shifts in schoo l-re la ted  activities resu lting  from  the  oil spill; 3 ) public 
hea lth  services re la ted  to coping w ith increases in popu la tion , including w astew ater, drinking 
w ater, and infectious d isease issues re la ted  to  po p u la tio n  increase; an d  4) costs re la ted  to 
changes in u se -p a ttem s o f city facilities, including changes in m a in tenance  and  utility costs. 
C hanged dem an d  for som e o f these  services im pact the charges for services revenue source.

N ot to  be overlooked  a re  dem ands p laced  on  public  services such as health  and  social 
services, public safety, and g en era l governm en t during  severe  econom ic decline by people 
d islocated from  the  fishing industry  and  from  the su b seq u en t p h aseo u t o f the c leanup  effort. 
T he linkage betw een  changes in econom ic activity and  p u b 'ic  service im pacts is asym m etric. 
Local governm ents face increasing  service dem ands in response  to  tim es o f econom ic boom  
and bust. Increased  service d em an d  w ould  be re flec ted  in inc reased  charges fo r services 
only to  the ex ten t o f  p eop les’ ability  to  pay.

T axes. Sales tax revenues a re  a  d irec t reflec tion  o f  p rivate  sec to r business activity. 
T hey can be expected  to increase  due to in jection o f  new  do llars sp en t on  purchase  o f  local 
taxable goods and  services from  increased  payrolls o r d irec t pu rchases from  clean-up  activity. 
C oncurrently , sales tax revenues can decrease  due to  declin ing  purchases from  decreased  
payroll a n d /o r  d irec t pu rchases from  loss o f  fishing and  sub seq u en t phaseo u t o f  cleanup 
activity. T h ere fo re , the sales tax im pact o f  the  oil spill m ay be positive, negative o r neutra l, 
depend ing  upon  the  tim ing and  mix o f spill c leanup  an d  fisheries activity. F u rth erm o re , 
the re  is a  lag o f  several m onths be tw een  d a te  o f sa le  an d  the  rece ip t o f  sales tax revenue.

P roperty  tax revenues a re  d irectly  re la ted  to the assessed  va lua tion  o f p roperty , which 
also reflects the level o f p riva te  sec to r business activity.. T his revenue  source  can be 
expected to  increase w ith new  investm en t and  new  construction  during  econom ic expansion 
and  in-m igration, to  decrease  w ith econom ic decline an d  ou t-m igration , o r  to show  no 
change if th e  increase in  one type o f  business activity is offset by decrease  in an o th e r 
business sector. P roperty  tax revenues a re  lagged due to  the assessm ent, co llection  and 
d istribu tion  process. F o r exam ple, new  construction  tak ing  place in 1989 will be e n te re d  on 
the assessm ent rolls on  A pril 1, 1990; thus the  increased  revenue  will n o t be rece ived  by the 
local governm en t un til a fte r  Ju ly  1, 1990. C hanges in p ro p erty  value due to  e ith e r  inflated  
o r declin ing m arke ts  may tak e  even  longer to  w ork  th rough  th e  assessm en t cycle and 
d istribu tion  o f  tax revenue.



H o te l/m o te l tax revenues reflect in-m igration o f sh o rt-te rm  and transito ry  residents. 
Beyond the norm al im pacts o f tourism , these revenues should  increase w ith the spill c leanup  
activity and  be adversely affected  by fisheries decline and cleanup  shutdow n. L ike the  sales 
tax, the h o te l/m o te l tax revenues are  d istribu ted  with a  th ree -m on th  tim e lag.

In tergovernm en ta l R ev en u es . S tate raw  fish tax is reco rded  not as a  source o f  tax 
revenue but as an  in tergovernm en tal revenue because local governm ents receive it from  the 
s ta te  governm ent. T he level o f this source is d irectly  re la ted  to the sales volum e o f raw  fish 
processed  by facilities located  w ithin the  local jurisd iction . B ecause o f the tim e lag in 
d istribu tion , im pacts o f 1989 fisheries closures will be reflected  in revenues received  by local 
governm ents in Ju n e  1990.

Som e in tergovernm en tal revenues may be directly  re la ted  to  the oil spill to  the extent 
th a t popu la tion  is a  factor in the  a llocation  form ula for d is tribu tion  to  local governm ents. 
Such revenue im pacts o f popu la tion  change, how ever, w ould likely not show  up as revenues 
until 1990 due to  the popu la tion  estim ate  as o f July 1, 1989 and  the tim e lag in the 
d is tribu tion  o f  funds. O th e r in tergovernm en tal revenues, such as s ta te  o r federal grants, 
w ith the exception  o f specific s ta te  g ran ts directly re la ted  to the spill, w ould d ep en d  on 
decisions by h igher levels o f governm ent and  be only indirectly  re la ted  to  the oil spill, if a t 
all, and  no t likely be received  in 1989.

O th e r  R evenue Sources. Tw o revenues sources, w hile providing a  very sm all p o rtion  
o f to ta l local governm ent revenues, a re  po ten tia l ind icators o f  oil spill im pact. L icenses and 
perm its  is a  source tha t is sensitive to  changes in both  business activity and  p opu la tion , and 
fines and  fo rfe itu res is a  source reflecting  popu la tion  change.

T h ree  sources o f m iscellaneous revenues may also  ind icate  oil spill im pact. R ents 
an d  leases w ould likely increase w ith expanded business activity and  decrease  w ith business 
decline. V aldez  O il Spill revenues rep resen t sp ill-related  paym ents from  Exxon, V E C O  or 
o th e r p rivate  parties. Investm ent incom e m ight increase o r  decrease  depend ing  upon  the 
cash-flow  s itua tion  crea ted  by th e  tim ing o f sp ill-related  revenues and  expenditu res.

O bservations and Findings

Som e prelim inary  observations ab o u t selected  revenue im pacts can be draw n from  
the revenue d a ta  th a t has b een  e \a m in e d  to d a te . T h ese  are  based  on partia l analysis o f 
fiscal y ear d a ta  from  1986 th rough  1989, augm ented  by an  initial com parison  o f th e  availab le  
m onthly  d a ta  for the  1988 and  1989 ca lendar years, and  re in fo rced  by op in ions expressed  
by the local finance d irecto rs ab o u t sp ill-related  changes in  1989 revenues.
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