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ADEC REQUESTING RSA’S 
VALDEZ OIL SPILL 

ACTIVITY THROUGH 01/15/90

NUMBER FY SERVICING AGENCY 

1892050 89 LAW

1892057 89 MARINE HIGHWAYS
M/V AURORA

1892058 89 MARINE HIGHWAYS
M/V BARTLETT

1892066 89 FISH AND GAME

1803003 90 ADMINISTRATION
TELECOM.

1803010 90 DNR

1803016 90 FISH AND GAME

1803020 90 ADMINISTRATION
TELECOM.

TOTAL

50,900.00

647.080.00

122.700.00

1.379.100.00 

3.000.00

1.513.000.00

2.446.500.00 

450.000.00

-44.899.15

-487.559.35

-45.622.14

00.00
-3.000.00

00.0000.0000.00

LIQUIDATION

1803021 90 ADMINISTRATION
TELECOM.

1803025 '  90 ADMINISTRATION
TELECOM.

1803030 90 ADMINISTRATION
OIL SPILL COMM.

18C3C31 90 ADMINISTRATION
TELECOM.

1803035 90 GOV. OFFICE
ADMINISTRATION

1803037* 90 ADMINISTRATION
TELECOM

1803040 90 ADMINISTRATION
GEN. SVC & SUPPLY

1803053 90 * LABOR
OCCUPATIONAL SAFu i

1,198,000.00

9,000.00

490.000.00 

111.800.00 
185.200.00

39.700.00

35.700.00

257.000.00

1803065 90 HEALTH AND SOCIAL SERVICES 13,500.00
HUMAN SERVICES DEVELOPMENT

SU5TOTAL OTHER AGENCY: 8.952,180.00

00.00 

-9.000.00 

•59.811.15 

00.00 
-22.576.44 

00.00 
00.00 
00.00 
00.00 

-672.468.23

6.000.85

159.520.65

77,077.86

1.379.100.00 00.00
1.513.000.00

2.446.500.00

450.000.00

1.198.000.00 

00.00
430.188.85

111.800.00

162.623.56

39.700.00

35.700.00

257.000.00

13.500.00 

8.279.711.77

BALANCE



OIL & HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND 
COMMUNITY RESPONSE

JANUARY 30, 1990 STATUS

I. INITIAL AGREEMENTS
s igned in early April 1989

COMMUNITY AGREEMENT $ PAID OUT BALANCE CARRIED 
FORWARD

Va ld ez 500,000 15,000 0
Cordova 500,000 205,618 0
Ch ign ik 50,000 0 0
Kenai Pen. Bor. 500,000 0 500,000
Kodiak Is. Bor. 500,000 332,354 167,646
Homer 100,000 44,992 0
W h it t ie r 50,000 0 0
Chenega 50,000 50,000 0

TOTAL $2,250,000 $647,964 $667 ,646

WHAT DID THE MONEY BUY?
Cordova - - boom ing and  protective measures of hatchery

Chenega - - support services in the por' and harbor area in support of defense of hatchery and in
water oil recovery, (community build ing, la. dry, bank o f  te lephones, water & power, 24 hour dock 
attendant, storage of materials dropped on beach , fax & copying)



Kodiak Is. Bor. -- base line sampling of subs istance beaches (350K)
clean up on Tugidak Island (100K)

Homer -- supported HARC volunteer c leanup at Mars Cove

I I .  LOCAL RESPONSE PROJECTS - WINTER PLAN TO ADDRESS LOCAL PRIORITY BEACHES

beach c leanup using type A techniques 
safety, p lann ing , and implementation 
coord inat ion of commun ity response activ it ies 
adm inistration and overhead

COMMUNITY AGREEMENT $

Va ld e z
Cordova
Chenega
T a t i t le k
C h ig n ik
W h it t ie r

Kodiak Is Bor. 
Kenai Pen. Bor.

2,060,000
1,831,000

485,000
1,209,382

572.000
172.000
222.000 
336,000

TOTAL $6,887,382

NOTE: TOTAL TO BE  SPENT BY COMMUNITIES OF 470 FUNDS = S8 .202 .992  (both agreements)



Hlatffea g>tate legislature
Senator Mike Szymanski

A p r i l  2, 1990

TO :
FROM:

S U B J E C T :

S e n a t o r  B e t t y e  F a h r e n k a m p  
Ch a i r ,  S e n a t e  R e s o u r c e s  C o m m i t t e e

S e n a t o r  M i k e  S z y m a n s k i

C S S S S B  359 (Oil a r d  Gas) A m e n d m e n t s

W h ile  in Session: 
P.O . Box V  

Juneau, Alaska 99811 
(907 ) 465-4978

In te rim :
3111 C  Street, Suite 510 

Anchorage, Alaska 99503 
(907 ) 561-7617 

o r
165 E. Parks Highway 

Wasilla, Alaska 99687 
(907 ) 376-6453

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

F o r  y o u r  i n f o r m a t i o n ,  
f o l l o w i n g :

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

1) C r e a t e s  a s e p a r a t e  m u n i c i p a l  i m p a c t  f u n d  in t h e  D e p a r t m e n t  of 
C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s ,  in t h e  a m o u n t  of $10 m i l l i o n .  
R a i s e s  t h e  c a p  o n  t h e  $ . 0 5  p e r  b a r r e l  s u r c h a r g e  f r o m  $50 m i l l i o n  
t o  $60 m i l l i o n .  I n c l u d e s  t h e  p r o v i s i o n s  t h a t  w e r e  in l a s t  y e a r ’s 
S B  260 w h i c h  s e t  u p  t h e  $. 0 5  p e r  b a r r e l  s u r c h a r g e ,  s u c h  as t h e  on- 
a g a i n - o f f - a g a i n  c l a u s e  a n d  t h e  b l a c k m a i l  c l a use.

T h i s  w o u l d  d e l e t e  t h e  p r e s e n t  l a n g u a g e  o f  t h e  O i l  a n d  G a s  CS 
w h i c h  p r o v i d e s  f o r  u p  t o  $10 m i l l i o n  t o  b e  u s e d  of t h e  e x i s t i n g  
$. 0 5  p e r  b a r r e l  s u r c h a r g e  f u n d  for m u n i c i p a l  i m p a c t  a s s i s t a n c e .  
T h i s  p a r t i c u l a r  f u n d  h a s  a m a x i m i m  c a p  o f  $50 m i l l i o n .

2) E l i m i n a t e s  t h e  t r i g g e r  m e c h a n i s m  in t h e  b i l l  w h i c h  w o u l d  
r e g u i r e  a d e c l a r a t i o n  of  a d i s a s t e r  e m e r g e n c y  b e f o r e  t h e  m u n i c i p a l  
i m p a c t  m o n i e s  w o u D d  b e  m a d e  a v a i l a b l e .  T h e  t h o u g h t  h e r e  a n d  in t h e  
o r i g i n a l  s p o n s o r  s u b s t i t u t e  is t h a t  t h e  c r i t e r i a  s e t  o u t  f o r  t h e  
g r a n t  a p p l i c a t i o n s  a n d  a p p r o v a l  a r e  s u f f i c i e n t  ’’t r i g g e r”.

3) E s t a b l i s h e s  a g r a n t  p r o g r a m  in D e p a r t m e n t  o f  E n v i r o n m e n t a l  
C o n s e r v a t i o n  f o r  e m e r g e n c y  f i r s t  r e s p o n s e  a n d  d e l e t e s  t h e  l a n g u a g e  
w h i c h  w o u l d  m a k e  t h e s e  f u n d s  a d v a n c e m e n t s  o r  r e i m b u r s e m e n t s .

4) D e l e t e s  t h e  p r o v i s i o n  in t h e  t h e  Oil a n d  G a s  CS f o r  a n  i m p a c t  
a s s e s s m e n t  t o  b e  d o n e  b y  t h e  D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l  
A f f a i r s  a n d  p u t s  t h e  i m p a c t  a s s e s s m e n t  u n d e r  t h e  D e p a r t m e n t  of 
E n v i r o n m e n t a l  C o n s e r v a t i o n .  T h i s  w a y  t h e r e  w o u l d  b e  o n e  i m p a c t  
a s s e s s m e n t  r a t h e r  t h a n  h a v i n g  e a c h  c o m m u n i t y  p r o v i d i n g  an 
a s s e s s m e n t ;

5) R e t r o a c t i v i t y  l a n g u a g e  is i n c l u d e d  to c l a r i f y  t h a t  d a m a g e s  m e a n

Senate  D istrict E
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"the incremental  c o s t s  of p r o v i d i n g  s e r v i c e s  a n d  the costs of 
p r o v i d i n g  a d d i t i o n a l  services" and this w o u l d  be r e t r o a c t i v e  to the 
date of the oil spill.

Tliank y o u  for y o u r  c o n s i d e r a t i o n  of t h e s e  amendments.

M S : p t
a ttachments



S E C T I O N A L  A N A L Y S I S  - S P O N S O R  S U B S T I T U T E  S E N A T E  B I L L  359

T h i s  l e g i s l a t i o n  is b a s e d  on  p r o p o s a l s  f i r s t  o f f e r e d  b y  m a y o r s  
o f  m u n i c i p a l i t i e s  w h o s e  c o m m u n i t i e s  b o r e  t h e  b r u n t  o f  t h e  
E x x o n  V a l d e z  d i s a s t e r .  T o  a g r e a t  e x t e n t ,  t h e  d o c u m e n t  f o l l o w s  
a s u g g e s t e d  m o d e l  p r e p a r e d  b y  P e r k i n s  Coie, a n  A n c h o r a g e - b a s e d  
l a w  firm, t o  b r o a d e n  t h e  a b i l i t y  of m u n i c i p a l i t i e s  a n d  v i l l a g e  
c o u n c i l s  t o  a d d r e s s  a n d  r e c e i v e  c o m p e n s a t i o n  f o r  t h e i r  
e f f o r 4 t s  t o  c o n t a i n  a n d  c l e a n  up  s p i l l e d  o i l  a n d  h a z a r d o u s  
s u b s t a n c e s .  T h e  e a r l i e r  d r a f t  w a s  t h e n  r e v i s e d  b y  e l i m i n a t i n g  
s e l e c t e d  e l e m e n t s  i n  o r d e r  to  l i m i t  t h e  s o u r c e s  f r o m  w h i c h  
m u n i c i p a l i t i e s  a n d  v i l l a g e  c o u n c i l s  m a y  r e c e i v e  c o m p e n s a t i o n .

T h i s  b i l l  e s t a b l i s h e s  a s e c o n d  fund, p a r a l l e l  to, b u t  n o t  
d u p l i c a t i v e  of, t h e  e x i s t i n g  oil a n d  h a z a r d o u s  r e l e a s e  
r e s p o n s e  fund. T h e  p r i n c i p a l  d i s t i n c t i o n  b e t w e e n  t h e  t w o  
f u n d s  is this: t h e  e x i s t i n g  f u n d  is i n t e n d e d  t o  b e  t h e
p r i n c i p a l  s o u r c e  o f  m o n e y  f o r  e x p e n d i t u r e s  i n c u r r e d  b y  a n y  
e l i g i b l e  p a r t y  w i t h i n  t h e  s t a t e  d i r e c t l y  f o r  o i l  a n d  h a z a r d o u s  
s u b s t a n c e  d i s c h a r g e  c o n t a i n m e n t  a n d  c l e a n  up, a n d  b y  t h e  s t a t e  
(alone) f o r  i n c r e m e n t a l  a n d  a d d i t i o n a l  p u b l i c  s e r v i c e s  
p r o m p t e d  b y  t h a t  c o n t a i n m e n t  a n d  c l e a n  up; t h e  n e w  f u n d  w o u l d  
s e r v e  as a s o u r c e  o f  a s s i s t a n c e  to m u n i c i p a l i t i e s  a n d  v i l l a g e  
c o u n c i l s ( a l o n e )  f o r  i n c r e m e n t a l  a n d  a d d i t i o n a l  p u b l i c  s e r v i c e s  
p r o m p t e d  b y  n e c e s s a r y  c o n t a i n m e n t  a n d  c l e a n  up. T h e r e  w o u l d  
b e  n o  o v e r l a p .

M U N I C I P A L  E X T R A - J U R I S D I C T I O N A L  A U T H O R I T Y :

T h e s e  c h a n g e s ,  p a r t  o f  t h e  P e r k i n s  C o i e  m e m o  t h a t  r e s u l t e d  in 
a n  e a r l y  dra f t ,  w e r e  s o u g h t  b y  m a j o r s  a n d  o f f i c i a l s  of 
m u n i c i p a l i t i e s  w h o  b o r e  t h e  b u r d e n  o f  t h e  E x x o n  V a l d e z  s p i l l  
a n d  c l e a n  up.

S e c t i o n s  1-3, a m e n d m e n t s  t o  v a r i o u s  s e c t i o n s  o f  A S  29.35, 
e x t e n d  t h e  a u t h o r i t y  o f  m u n i t i p a l i t i e s  t o  e x e r c i s e  c o n t a i n m e n t  
a n d  c l e a n  u p  of s p i l l e d  oil a n d  h a z a r d o u s  s u b s t a n c e s  if t h e  
s p i l l  o c c u r s  o u t s i d e  t h e  m u n i c i p a l  b o u n d a r i e s .  T h e  c h a n g e  
m a d e  b y  S e c t i o n  1 s p e c i f i c a l l y  p r e s c r i b e s  h o w  
e x t r a j u r i s d i c t i o n a l  c o n t a i n m e n t  a n d  c l e a n  u p  a u t h o r i t y  m a y  b e  
l e g a l l y  a s s u m e d  b y  a m u n i c i p a l i t y  w h i l e  t h e  c h a n g e s  m a d e  b y  
S e c t i o n s  2 a n d  3 a u t h o r i z e  t h e  e x e r c i s e  of e x t r a j u risdictions.] 
c o n t a i n m e n t  a n d  c l e a n u p  a u t h o r i t y  f o r  s e c o n d  a n d  t h i r d  c l e a s s  
b o r o u g h s ,  r e s p e c t i v e l y .  (}ir s t  c l a s s  b o r o u g h s  a l r e a d y  e n j o y  
g e n e r a l  a u t h o r i t y ;  h o m e  r u l e  b o r o u g h s  (e.g. N o r t h  S l o p e  
B o r o u g h )  a n d  u n i f i e d  m u n i c i p a l i t i e s  (e.g. A n c h o r a g e ,  J u n e a u ,



Sitka) a l r e a d y  e n j o y  t h a t  a u t h o r i t y  u n d e r  e x i s t i n g  law, so it 
is n o t  n e c e s s a r y  t o  a m e n d  t h e  l a w  in a n y  w a y  t o  a u t h o r i z e  t h e  
m u n i c i p a l i t i e s  o f  t h o s e  c l a s s e s  t o  so  act.)

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

S E C T I O N  4 e s t a b l i s h e s  a n e w  "o i l  a n d  h a z a r d o u s  s u b s t a n c e  
m u n i c i p a l  i m p a c t  f u n d "  a n d  d e s c r i b e s  t h e  m a n n e r  of  its 
a d m i n i s t r a t i o n .  T h e  f u n d  is e s t a b l i s h e d  in t h e  D e p a r t m e n t  of 
C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s ,  a n d  t h a t  d e p a r t m e n t  h a s  
p r i n c i p a l  r e s p o n s i b i l i t y  f o r  its a d m i n i s t r a t i o n .

T h e r e  is a c o d i f i e d  s t a t e m e n t  o f  p o l i c y  a n d  p u r p o s e  (AS 
2 9 . , 6 0 . 5 0 0 )  u n d e r p i n n i n g  t h e  m u n i c i p a l  i m p a c t  a s s i s t a n c e  
p r o g r a m .  S e c t i o n s  e s t a b l i s h  t h e  f u n d  a n d  s p e l l  o u t  its 
g e n e r a l  p u r p o s e  ("to m a k e  g r a n t s  u n d e r  A S  2 9 . 6 0 . 5 3 0  for a c t u a l  
e x p e n s e s  i n c u r r e d  b y  m u n i c i p a l i t i e s  a n d  v i l l a g e  c o u n c i l s "  - AS 
2 9 . 6 0 . 5 1 0 )  a n d  a u t h o r i z e  a p p r o p r i a t i o n s  b y  t h e  l e g i s l a t u r e  to 
t h e  f u n d  (AS 2 9 . 6 0 . 5 2 0 ) .

T h e  p r i n c i p a l  p r o v i s i o n  a p p l i c a b l e  t o  t h e  n e w  " i m p a c t  
a s s i s t a n c e  fund" is A S  2 9 . 6 0 . 5 3 0 .  T h e  l e g i s l a t i o n  w o u l d  
p e r m i t  t h e  C o m m i s s i o n e r  of  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  to  
m a k e  g r a n t s  t o  a m u n i c i p a l i t y  o r  v i l l a g e  c o u n c i l  t h a t  is

. . . a f f e c t e d  b y  r e l e a s e  o f  o i l  o r  a h a z a r d o u s  
s u b s t a n c e  a n d  d e m o n s t r a t i n g  e x t r a o r d i n a r y  e x p e n d i t u r e s  t h a t  
a r e  b e y o n d  t h e  r e a s o n a b l e  c a p a b i l i t y  o f  t h e  m u n i c i p a l i t y  or 
v i l l a g e  c o u n c i l  t o  m e e t  f r o m  t h e  m u n i c i p a l i t y ' s  o r  c o u n c i l ' s  
c u r r e n t  r e v e n u e  s o u r c e s . "  (page 3, l i n e s  1 7 - 21).

T h e  m u n i c i p a l  e x p e n d i t u r e s  t h a t  m a y  q u a l i f y  f o r  g r a n t  
a s s i s t a n c e  a r e  t h o s e  a f f e c t e d  b y  p r e v e n t i o n ,  c o n t a i n m e n t ,  and 
c l e a n  u p  e f f o r t s  r e l a t e d  t o  f u n c t i o n s  o r  s e r v i c e s  a n d  
i n c i d e n t a l  a d m i n i s t r a t i v e  c o s t s  r e l a t e d  to  t h e s e  f u n c t i o n s  o r  
s e r v i c e s  in e i g h t  g e n e r a l  a r e a s  (pages 3-4.

G r a n t  a p p r o v a l  w o u l d  b e  b a s e d  o n  t h e  d e t e r m i n a t i o n  b y  t h e  
c o m m i s s i o n e r  b y  a p p l i c a t i o n  o f  t h e  t h r e e  f a c t o r s  s p e c i f i c a l l y  
i d e n t i f i e d  in s u b s e c t i o n  (c) t o g e t h e r  w i t h  a n y  " o t h e r  c r i t e r i a  
t h e  d e p a r t m e n t  c o n s i d e r s  a p p r o p r i a t e . "  (page 4, l i n e  23). To  
b e t t e r  a s s u r e  t h a t  t h e  g r a n t s  a r e  u s e d  t o  o f f s e t  e x t r a o r d i n a r y  
m u n i c i p a l  i n i t i a t i v e s  in r e s p o n s e  t o  a s p i l l  e m e r g e n c y ,  t h e  
s e c t i o n  i n c l u d e s  l a n g u a g e  p r o h i b i t i n g  t h e  m u n i c i p a l i t y  
r e c e i v i n g  t h e  g r a n t  f r o m  u s i n g  t h e  g r a n t  t o  r e d u c e  m u n i c i p a l  
t a x  r a t e s  o r  r e t i r e  its b o n d e d  i n d e b t e d n e s s ( s u b s e c t i o n  d ) .

S u b s e c t i o n  (e) a u t h o r i z e s  t h e  c o m m i s s i o n e r  to  p r i o r i t i z e  or 
r a n k  g r a n t  a p p l i c a t i o n s  a n d  s p e c i f i e s  t h e  r a n k i n g  c r i t e r i a .

T h e  r e m a i n d e r  of  t h e  n e w  s e c t i o n s  in S e c t i o n  4 a r e  i n t e n d e d  to 
p r o v i d e  f o r  s m o o t h  o p e r a t i o n  o f  t h e  fund.

AS  2 9 . 6 0 . 5 4 0  e s t a b l i s h e s  a r e c o r d - k e e p i n g  r e q u i r e m e n t .



AS 2 9 . 6 0 . 5 5 0  d i r e c t s  p r e p a r a t i o n  a n d  s u b m i s s i o n  of  an a n n u a l  
r e p ort.
AS 2 9 . 6 0 . 5 6 0  p e r m i t s  t h e  c o m m i s s i o n e r  t o  a d o p t  n e c e s s a r y  
r e g u l a t i o n s .

AS 2 9 . 6 0 . 5 9 0  s e t s  o u t  p e r t i n e n t  d e f i n i t i o n s .
F o r  t h e  p u r p o s e s  of t h i s  S e c t i o n ,  a v i l l a g e  c o u n c i l  m a y  a p p l y  
for a m u n i c i p a l  i m p a c t  f u n d  gr a n t ,  a ) i n d e p e n d e n t l y , if t h e  
c o m m u n i t y  is p a r t  o f  t h e  u n o r g a n i z a e d  b o r o u g h ,  o r  b ) t h r o u g h  
t h e  o r g a n i z e d  b o r o u g h  i f  t h e  c o m m u n i t y  is p a r t  o f  t h e  
o r g a n i z e d  b o r o u g h  a n d  t h e  b o r o u g h  e x e r c i s e s  t h e  f u n c t i o n  o r  
s e r v i c e  f o r  w h i c h  t h e  g r a n t  a p p l i c a t i o n  is s u b m i t t e d  o r  c) 
i n d e p e n d e n t l y  e v e n  if t h e  v i l l a g e  is p a r t  of  t h e  o r g a n i z e d  
b o r o u g h ,  if t h e  b o r o u g h  d o e s  n o t  e x e r c i s e  t h e  f u n c t i o n  o r  
s e r v i c e  for w h i c h  t h e  g r a n t  a p p l i c a t i o n  is s u b m i t t e d .

F I N A N C I N G  T H E  N E W  M U N I C I P A L  I M P A C T  A S S I S T A N C E  FUND.

S E C T I O N S  5 - 1 0  i d e n t i f y  a s o u r c e  of m o n e y  f o r  t h e  n e w  fund.
T h a t  s o u r c e  is t h e  s a m e  n i c k e l - p e r - b a r r e l  a d d i t i o n  or 
s u r c h a r g e  t o  t h e  s t a t e  s e v e r a n c e  t a x  ( t e c h n i c a l l y ,  t h e  oil a n d  
g a s  " p r o p e r t i e s  p r o d u c t i o n  ta x "  as it a p p l i e s  o n l y  t o  p r o d u c e d  
oil) f i r s t  i m p o s e d  d u r i n g  t h e  1989 l e g i s l a t i v e  s e s s i o n  to 
s u p p o r t  t h e  o i l  a n d  h a z a r d o u s  s u b s t a n c e  r e l e a s e  r e s p o n s e  f u n d  
in AS 46. T h e  p r o p o s e d  l e g i s l a t i o n  c o n t e m p l a t e s  t h a t  t h e  
p r o p o s e d  f u n d  w i l l  h a v e  a n o r m a l  o p e r a t i n g  b a l a n c e  of $25 
m i l l i o n  a v a i l a b l e  t o  a s s i s t  m u n i c i p a l i t i e s .

S E C T I O N  5, a m e n d i n g  A S  4 3 . 5 5 . 2 2 0 ,  a u t h o r i z e s  u s e  o f  r e v e n u e  
f r o m  t h e  s u r c h a r g e  f o r  a p p r o p r i a t i o n  i n t o  t h e  m u n i c i p a l  i m p a c t  
a s s i s t a n c e  fund.

S E C T I O N  6 a m e n d s  t h e  m e c h a n i u s m  a p p l i c a b l e  t o  t r i g g e r  t h e  
o f f - a g a i n  o n - a g a i n  f e a t u r e  of t h e  n i c k e l - p e r - b a r r e l  s u r c h a r g e  
t o  m a k e  it a p p l i c a b l e  t o  e x p e n d i t u r e s  f r o m  b o t h  t h e  e x i s t i n g  
oil a n d  h a z a r d o u s  s u b s t a n c e  r e l e a s e  r e s p o n s e  f u n d  a n d  t h e  
p r o p o s e d  m u n i c i p a l  i m p a c t  fund.

S E C T I O N S  7 a n d  8 i n c r e a s e  t h e  b e n c h m a r k  f i g u r e  a p p l i c a b l e  t o  
th e  t r i g g e r  m e c h a n i s m  f r o m  $50 m i l l i o n  to  $75 m i l l i o n .

S E C T I O N  9 r e v i s e s  t h e  m e c h a n i s m  so that, as a c o n d i t i o n  o f  
s u r c h a r g e  i m p o s i t i o n ,  t h e  l e g i s l a t u r e  m u s t  a p p r o p r i a t e  n o t  
o n l y  to  r e s t o r e  t h e  b a l a n c e  of t h e  e x i s t i n g  oil a n d  h a z a r d o u s  
s u b s t a n c e  r e l e a s e  r e s p o n s e  f u n d  t o  $50 m i l l i o n ,  b u t  a l s o  m u s t  
r e s t o r e  t h e  b a l a n c e  o f  t h e  p r o p o s e d  m u n i c i p a l  i m p a c t  f u n d  t o  
$25 m i l l i o n .

S E C T I O N  10. T h e  a m e n d m e n t  p r o p o s e d  b y  t h i s  s e c t i o n ,  an 
u n c o d i f i e d  p r o v i s i o n ,  is i n t e n d e d  t o  a s s u r e  that, f r o m  t h e  
i n c e p t i o n  o f  t h e  n i c k e l - p e r - b a r r e l  s u r c h a r g e ,  i t s  c o l l e c t i o n  
is n o t  t o  b e  s u s p e n d e d  u n t i l  a t o t a l  o f  $75 m i l l i o n  is



r e c e i v e d  in o r d e r  t o  m e e t  t h e  n o r m a l  o p e r a t i n g  b a l a n c e s  o f  t h e  
t w o  f u n d s  —  $50 m i l l i o n  in t h e  e x i s t i n g  o i l  a n d  h a z a r d o u s  
s u b s t a n c e  r e l e a s e  r e s p o n s e  f u n d  a n d  $25 m i l l i o n  i n  t h e  
p r o p o s e d  m u n i c i p a l  i m p a c t  fund.

T h e  s e c t i o n  a l s o  a m e n d s  t h e  e x i s t i n g  s t a t u t e  t o  r e q u i r e  t h e  
c o m m i s s i o n e r  of a d m i n i s t r a t i o n  t o  i n c l u d e  t h e  C o m m i s s i o n e r  of 
C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  in its c e r t i f i c a t i o n  
p r o c e d u r e s .

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

T h e  r e m a i n i n g  b i l l  s e c t i o n s  m a k e  t e c h n i c a l  a n d  c o r r e c t i v e  
c h a n g e s  s o u g h t  b y  m a y o r s  of m u n i c i p a l i t i e s  a n d  v i l l a g e  c o u n c i l  
l e a d e r s  w h o  b o r e  t h e  b r u n t  o f  t h e  E x x o n  V a l d e z  d i s a s t e r  a n d  
c l e a n u p .  Here, as n o t e d  e a r l i e r ,  t h e r e  h a v e  b e e n  c h a n g e s  
i n c o r p o r a t e d  t o  a s s u r e  t h a t  c o m m u n i t i e s  e l i g i b l e  f o r  f i n a n c i a l  
a s s i s t a n c e  u n d e r  t h e  m u n i c i p a l  i m p a c t  f u n d  o f  A S  2 9 . 6 0  a r e  not 
a l s o  e l i g i b l e  f o r  a s s i s t a n c e  f o r  t h o s e  s a m e  e x p e n d i t u r e s  f r o m  
s o u r c e s  in A S  46.

S E C T I O N  11, a n  a m e n d m e n t  t o  AS  4 6 . 0 3 . 8 2 2 ( a )  d e f i n e s  t h e  s c o p e  
o f  a p e r s o n ' s  l i a b i l i t y  u n d e r  t h e  " S t r i c t  L i a b i l i t y "  
p r o v i s i o n s  o f  t h a t  s e c t i o n .  T h a t  l i a b i l i t y  is e x t e n d e d  to 
" i n c r e m e n t q a l  c o s t s  o f  p r o v i d i n g  p u b l i c  s e r v i c e s  t h a t  a r e  
i n c u r r e d  b y  s t a t e  o r  a m u n i c i p a l i t y  o r  a v i l l a g e  c o u n c i l

S E C T I O N  12, a m e n d s  t h e  s t r i c t  l i a b i l i t y  p r o v i s i o n s  t o  p r o t e c t  
a v i l l a g e  c o u n c i l ,  as w e l l  as t h e  s t a t e  o r  a m u n i c i p a l i t y  from 
l i a b i l i t y  f o r  c o s t s  o r  d a m a g e s  i n c u r r e d  in r e s p o n s e  to 
r e l e a s e  o r  t h r e a t e n e d  r e l e a s e  of  a h a z a r d o u s  s u b s t a n c e .

S E C T I O N  13 l i m i t s  t h e  a m o u n t  a m u n i c i p a l i t y  o r  a v i l l a g e  
c o u n c i l  m a y  r e c o v e r  u n d e r  t h e  s t r i c t  l i a b i l i t y  s t a t u t e s  if it 
a l s o  r e c e i v e s  i m p a c t  g r a n t  funds.

S E C T I O N  14 o f f e r s  a n e w  d e f i n i t i o n  of  t h o s e  " p u b l i c  s e r v i c e s " .

S E C T I O N S  1 5 - 1 8  A S  4 6 . 0 4  g e n e r a l l y  a d d r e s s e s  o i l  d i s c h a r g e  and 
c l e a n u p .

S E C T I O N  15 A S  4 6 . 0 4 . 0 2 0 ( e )  e s t a b l i s h e s  a b a s i s  f o r  
a g r e e m e n t s  b e t w e e n  p a r t i e s  t o  f a c i l i t a t e  c o n t a i n m e n t  a n d  
c l e a n u p .  A m e n d s  t h e  r e i m b u r s e m e n t  a g r e e m e n t  p r o v i s i o n  of  AS 
4 6 . 0 2 0 ( e ) ,  a d d s  t o  t h e  p a r t i e s  w i t h  w h o m  t h e  D e p a r t m e n t  of 
E n v i r o n m e n t a l  C o n s e r v a t i o n  m a y  e n t e r  i n t o  c o o p e r a t i v e  
a g r e e m e n t s  t o  i n c l u d e  m u n i c i p a l i t i e s  a n d  v i l i a g e  c o u n c i l s .  
(The c h a n g e  s u p p o r t s  a c o m p e n s a t i o n  a r r a n g e m e n t  m o d i f i e d  b y  
a m e n d m e n t s  m a d e  in s e c t i o n  19, l a t e r  in t h e  bil.1 )

S E C T I O N  16 O i l  d i s c h a r g e  c o n t i n g e n c y  p l a n s  a r e  d o c u m e n t s  
i m p o r t a n t  t o  t h e  p r o t e c t i o n  o f  t h e  e n v i r o n m e n t .  T h e  a m e n d m e n t  
m a d e  by a d d i t i o n  o f  s u b s e c t i o n  (h) d i r e c t s  t h e  c o m m i s s i o n e r  of



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

S E C T I O N  17 a m e n d s  t h e  d e f i n i t i o n  of  " c o n t a i n m e n t  a n d  c l e a n u p "  
a p p l i c a b l e  t o  A S  4 6 . 0 4  t o  a d d  " d i s c h a r g e d  o i l "  as a l e g i t i m a t e  
o b j e c t  o f  c o n t a i n m e n t  a n d  c l e a n u p  e f f o r t s .  M o r e  s i g n i f i c a n t l y  
f o r  o u r  p u r p o s e s ,  t h e  a m e n d m e n t  o f  t h e  d e f i n i t i o n  of t h e  t e r m  
i n c o r p o r a t e s  r e f e r e n c e  t o  c e r t a i n  i n c r e m e n t a l  a n d  a d d i t i o n a l  
p u b l i c  s e r v i c e s  c o s t s  " i n c u r r e d  in  r e s p o n s e  t o  t h e  a c t u a l  
d i s c h a r g e  o f  t h e  o i l  o r  a p o l l u t a n t "  as a n  e x p e n s e  g u a l i f y i n g  
w i t h i n  t h e  d e f i n i t i o n .

S E C T I O N  18 s e t s  o u t  a d d i t i o n a l  d e f i n i t i o n s  for t w o  terms, 
" p u b l i c  s e r v i c e s "  a n d  " v i l l a g e  c o u n c i l , "  t h a t  a r e  a d d e d  b y  t h e
c h a n g e s  m a d e  t o  p r o v i s i o n s  o f  A S  4 6 . 0 4  in t h e  b i l l .  T h e
d e f i n i t i o n  o f  " p u b l i c  s e r v i c e s "  is l i m i t e d  t o  S T A T E  p u b l i c  
s e r v i c e s ;  i n c r e m e n t a l  m u n i c i p a l  p u b l i c  s e r v i c e s  w o u l d  b e  
c o m p e n s a b l e  u n d e r  A S  29 . 6 0 ,  t h e  m u n i c i p a l  i m p a c t  a s s i s t a n c e  
fund.

T h e  d e f i n i t i o n  o f  v i l l a g e  c o u n c i l  is c o n s i s t e n t  w i t h  t h e  
d e f i n i t i o n s  in p r e v i o u s  s e c t i o n s  o f  t h e  b i l l  
S E C T I O N S  1 9 -23 a m e n d  t h e  s c o p e  o f  e x p e n s e s  i n c u r r e d  t h a t  are
c o m p e n s a b l e  f r o m  t h e  o i l  a n d  h a z a r d o u s  s u b s t a n c e  r e l e a s e
r e s p o n s e  fund, t h e  $ 5 0  m i l l i o n  d o l l a r  fund.

S E C T I O N  19 a m e n d m e n t s  w o u l d  1) p e r m i t  t h e  m o n e y  in t h e  f u n d  t o
b e  u s e d  f o r  " a s s e s s m e n t s , "  i n c l u d i n g  a s s e s s m e n t s  o f  s o c i a l  and 
e c o n o m i c  e f f e c t s  o f  a d i s c h a r g e  o r  t h r e a t e n e d  d i s c h a r g e ;  2) 
a u t h o r i z e  c o m p e n s a t i o n  o f  c o s t s  i n c u r r e d  b y  a v i l l a g e  c o u n c i l  
as a r e s u l t  of a d i s c h a r g e  o r  t h r e a t e d  d i s c h a r g e ;  a n d  3) s e r v e
as a s o u r c e  of g r a n t s .

S E C T I O N  20 i n c o r p o r a t e s  a m e n d m e n t s  s u b s t i t u t i n g  m a n d a t e d  
p a y m e n t  of c o m p e n s a t i o n  f o r  a c t u a l  a b a t e m e n t  e x p e n s e s  
i n c u r r e d ,  w h e t h e r  b y  a m u n i c i p a l i t y  o r  b y  a v i l l a g e  c o u n c i l  
u n d e r  a n  oil s p i l l  c l e a n u p  a g r e e m e n t ,  a n d  f u r t h e r  b r o a d e n s  
a u t h o r i z e d  p a y m e n t  b y  t h e  s t a t e  f r o m  t h e  f u n d  if t h e  r e s p o n s e  
of t h e  m u n i c i p a l i t y  o r  v i l l a g e  c o u n c i l  w a s  a n  " a p p r o p r i a t e "  
r e s p o n s e ,  n o t  j u s t  a " n e c e s s a r y  e m e r g e n c y  f i r s t  r e s p o n s e "  t o  a 
r e l e a s e  o r  t h r e a t e n e d  r e l e a s e .

S E C T I O N  21. T h e  g r a n t  p r o v i s i o n  o f  t h i s  s e c t i o n  is new. T h e  
s e c t i o n  s p e l l s  out, in  m u c h  g r e a t e r  d e t a i l  t h a n  in e x i s t i n g  
law, h o w  m u n i c i p a l i t i e s  a n d  v i l l a g e  c o u n c i l s  m a y  r e c e i v e  
" g r a n t s . . . t o  e n a b l e  [them] t o  c a r r y  o u t  an  e m e r g e n c y  f i r s t  
r e s p o n s e  t o  a r e l e a s e  o r  t h r e a t e n e d  r e l e a s e . "  T h e  g r a n t s  
w o u l d  b e  p a y a b l e  o n  a p p l i c a t i o n ,  b a s e d  on  s h o r t  d e a d l i n e s  
u n d e r  ri-gulations a p p r o v e d  b y  t h e  C o m m i s s i o n e r  of  
E n v i r o n m e n t a l  C o n s e r v a t i o n .

S E C T I O N S  21 a n d  22 m a k e  t h e  s a m e  a m e n d m e n t s  t o  t h e  d e f i n i t i o n  
of " c o n t a i n m e n t  a n d  c l e a n u p "  a n d  a d d  d e f i n i t i o n s  o f  " p u b l i c



s e r v i c e s "  a n d  " v i l l a g e  c o u n c i l "  t o  A S  4 6 . 0 8  t h a t  a r e  d e s c r i b e d  
e a r l i e r  w i t h  r e f e r e n c e  t o  t h e  c h a n g e s  m a d e  t o  A S  46.04.

S E C T I O N  23. A S  4 6 . 0 9  is a c h a p t e r  t h a t  a d d r e s s e s  r e l e a s e  of 
h a z a r d o u s  s u b s t a n c e s .  T h i s  s e c t i o n  is a t e c h n i c a l  a m e n d m e n t  
t o  A S  4 6 . 0 9 . 0 6 0 ( b )  w h i c h  g i v e s  m u n i c i p a l i t i e s ,  f o r  t h e  
p u r p o s e s  o f  e n v i r o n m e n t a l  p r o t e c t i o n ,  t h e  b r o a d e s t  p o s s i b l e  
a u t h o r i t y  u n d e r  a l l  p e r t i n e n t  e n v i r o n m e n t a l - r e l a t e d  c h a p t e r s  
o f  A S  46 e x e r c i s a b l e  w i t h i n  t h e  m u n i c i p a l i t y ' s  b o u n d a r i e s .  
(This c h a n g e  c o m p l e m e n t s  t h e  a m e n d m e n t s  p r o p o s e d  in S E C T I O N S  
1-3 a p p l i c a b l e  t o  e x t r a - j u r i s d i c t i o n a l  a u t h o r i t y  o u t s i d e  t h e  
m u n i c i p a l i t y ' s  b o u n d a r i e s . )

S E C T I O N S  24 a n d  25 m a k e  t h e  s a m e  a m e n d m e n t  t o  t h e  d e f i n i t i o n  
o f  " c o n t a i n m e n t  a n d  c l e a n u p "  a n d  a d d  t h e  d e f i n i t i o n  of " p u b l i c  
s e r v i c e "  t o  A S  4 6 . 0 9  t h a t  a r e  d e s c r i b e d  e a r l i e r  w i t h  r e f e r e n c e  
t o  t h e  c h a n g e s  m a d e  t o  AS  4 6 . 0 4  a n d  A S  46.08.

S E C T I O N  26 i m m e d i a t e  e f f e c t i v e  date.
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Th e  Honorable Drue Pearce 
Alaska State Senate 
Bo x  V
Juneau, A K  99811 

Dear Senator Pearce:

I realize the Alaska State Legislature will be considering a n u m b e r  of 
bills regarding the E x x o n  Valdez Oil Spill. Last week I attended a 
Senate Oil and Gas Committee meeting regarding S B  359 and today I 
testified on this bill via audioconference.

Th e  attached materials m a y  help give you insight into the m a n y  problems 
---v"  faced b y  the affected Alaskan communities. As mayor of Valdez at the

time of the spill and as president of Prince William Sound Community 
'j;,: College, I was very aware of the problems Valdez faced. As one of the

Oiled Mayors, I learned of the m a n y  and varied problems faced b y  the
■30,3 ~i\ 39574 other communities.

• 7855
There is no community in our state that is totally immune from a 

- .-.it Base co-canon disaster such as we faced. Earthquakes, mechanical failures, and h u m a n
.-.5:6,r error can place any Alaskan community in jeopardy. A  source of

immediate financial aid is extremely important. During the Exxon 

= „R,,cSc“-e Valdez spill, our only source of funding was our o w n  reserves or Exxon.
Going to E x x o n  with every one of our needs for community services 
placed us in a very difficult position.

• ‘n Th e  E x x o n  Valdez spill was a best case example. E x xon paid for more
than m a n y  of us expected but they did not pay all of the costs the 
communities experienced. Another c o m p a n y  m a y  have refused to pay for 
any costs.

•;5-266*

A s  you can see from the attached materials, our communities were faced
■'••ca Levees with a n u m b e r  of problems that were either directly caused or
:5-2787 aggravated by the financial situation and this was with a c o m p a n y  tha'i

spent more than one billion dollars. T h e  next time it could be a 
foreign-owned tanker or other type of disaster that will leave Alaskan 
communities without adequate resources to protect themselves.

I would encourage you to pass either S B  359 or a comparable bill to 
provide our communities with the protection they need.

Sincerely,

.jcrciServices 'John Devens, Ph.D.

:25-2943 President
Prince William S o und C o m m unity College

cc: Mayor Robert Brodie, Chair, Oiled Mayors
Mayor Willie Goodman, President, Conference of Mayors

U n i v e ’ s i I



The Exxon Valdez Oil Spill - 
A Community's Perspective

by John Devens, Ph.D.
Dr. Devens is President o f Prince William Sound
Community College and former Mayor of Valdez.

In the aftermath o f the Exxon Valdez o il sp ill and other 
recent spills which have occurred since March 1989 L',t 
Morocco and Long Island, many people throughout the 
world are concerned about the environmental effects o f oil 
spills. They question the immediate and long-term ecologi­
cal impact. An area that is seldom addressed, however, is 
the effect that a major o il spill has upon the involved com­
munities.

Since the Exxon Valdez spill, I had an opportunity to visit 
the Brittany coast and talk to the mayors o f those communi­
ties devastated by seven o il spills in the last twenty years. 
The consistency in problems experienced by communities 
in both Alaska and France was evident, and I suspect this is 
the case with other areas o f the w orld , As mayor o f the 
community closest to the Exxon Valdez oil spill, I spent a 
considerable amount o f time coping with the problems 
associated with this o il sp ill from  March 1989 through 
October 1989.

First, I would like to give you a b rie f overview o f Valdez. 
Valdez is unlike many other Alaskan communities in that 
ou r major tax revenue comes from  the oil industry. Valdez 
is a very pro-development community with a long history 
o f boom-and -bust economic activity. In 1972 we were in 
one o f ou r bust phases when several o f ou r business leaders 
met with the builders o f the Trans Alaska Pipeline (TAPS) 
and offered to provide up to two billion dollars o f taxfree 
revenue bonds to build the terminal in Valdez. Based on 
the offeT o f the G ty  o f Valdez, a decision was made to build 
TAPS to Valdez and place the term inal in ou r community.

Placing the terminal o f the Trans A laskan pipeline in our 
community resulted in another boom  phase, with addi­
tional population and an outstanding tax base. Shortly ifte r 
the completion o f TAPS, the community leaders o f Valdez 
recognized the finite nature o f the o il industry and the 
importance o f using the new tax base to diversify our 
economy and provide fo r ou r future. At that time, we 
invested some o f the tax revenues in developing ou r 
fisheries industry, promoting tourism , building our 
transportation infrastructure, and further developing our 
human service industries. At the same time, we decided to 
begin to diversify ou r industrial base while recognizing the 
need to protect these new industries from the problems 
caused by o il spills. Eight years ago, the mayor and city 
council considered building a major o il spill depot and 
having available the equipment and supplies that would be 
needed in a major o il spill.

The city's concerns regarding the potential o f having a 
major oil sp ill came from  comments made by individuals in 
ou r community, many who had worked in the oil industry.

Unfortunately, the city leaders' plan to build a warehouse 
and s \ x k  it with needed o il spill response materials was 
never completed due to assurances expressed by the oil 
industry. Despite the promises made by the oil industry 
regarding their readiness in dealing with a major o il spill, 
many citizens o f ou r community were not convinced o f 
their capability in dealing with a major spill. Three years 
ago, the city imposed an additional three m ills o f tax to 
provide additional services to the oil industry, including 
the building and maintenance o f an oil spill response 
program. Unfortunately, the state o f Alaska challenged the 
city's authority to impose a differential tax on the oil 
industry. Approximately six months before the o il sp ill, the 
city council o f Valdez appointed an ad hoc committee to 
investigate the impact the o il industry was having on other 
industries in ou r community. Four hours before the Exxon 
Valdez o il sp ill, the ad hoc committee listened to a telecon­
ference in which a -:o lop st told us it was not a matter o f 
" i f '  we had a major o il spi;. but o f "when" the o il spill 
w ould occur.

As m ayor o f Valdez, my initial reaction to the Exxon 
Valdez o il sp ill was to o ffe r the city's help in dealing with 
the problems confronting the Exxon corporation. During 
the days fo llow ing the spill, I made numerous calls to 
Exxon and Alyeska offering the city's help and cooperation 
in dealing with the critical situation. At the same time, I 
also requested that ou r d ty  attorneys contact other cities 
that had sim ilar oil spills. Our intention was to acquire 
information regarding the problems other communities had 
experienced. In general, other communities warned us that 
the o il industry had a reputation o f not treating the local 
communities and affected businesses in a responsible 
manner. W e were warned to be ready fo r litigation, to 
document everything that occurred regarding the oil spill, 
and to warn our business community o f their potential 
losses.

A lthough the city o f Valdez never had oil on its beaches, 
we were the most affected community in regard to "people 
pressure". W ithin hours o f the oil spill, we were faced with 
a wave o f people coming to Valdez, including the press, 
agency people, Exxon, and other industry people and 
individuals seeking employment. O ur community which 
norm ally has about 3,500 people living on a permanent 
basis suddenly grew to over 10,000. O ur local resources 
including housing were stretched beyond their capacity. 
Sometime during the first week o f the o il spill, I became 
quite concerned about how Exxon would respond to both 
the community's needs and those o f ou r businesses. At 
that time, I attempted to get a federal declaration o f disaster 
fo r ou r area to assure that ou r businesses and the affected 
communities would receive financial aid. I believe many o f 
my concerns were due to lack o f information between the 
decision makers in the Exxon corporation, federal and state 
government representatives, and the d ty  o f Valdez. The 
federal government did provide some small business



administration loans to the people affected by the spill. 
However, a declaration o f disaster was never given by 
the President o f the U S .

As I look  back on it now, it appears that Exxon re­
sponded in a more responsible manner than predicted.
A recent article in the Alaska Resource Development 
Council publication indicates that Exxon spent more than 
one billion dollars in the summer o f 1989 on the oil spill.
O f that money, more than two hundred m illion dollars 
was spent fo r chartering fishing boats and seventy-five 
m illion  was paid to settle claims, especially to the 
commercial fishing industry. The article indicates that 
approximately sixty-one miles o f boom ing material was 
purchased, eleven thousand, five-hundred people were 
hired, thirteen hundred barge and other floating hotel 
accommodations were provided, more than one hundred 
aircraft were chartered, and forty-fou r m illion pounds o f 
equipment were placed on the beaches to clean the 
spilled oil. In retrospect, I believe most communities 
received more reimbursement than anticipated. How ­
ever, it should be pointed out that Exxon did not 
reimburse communities for a ll o f their costs.

Considering the amount o f money spent on this cleanup, 
the number o f individuals hired, and the number o f 
fishermen and fishing boats used in the cleanup effort, 1 
am certain there are Exxon officials who are quite 
confused with the reaction o f the majority o f affected 
Alaskans. There are probably groups o f Exxon executives 
who have talked about the lack o f appreciation and 
gratitude on the part o f the affected communities.

However, 1 believe that Exxon does not fu lly grasp some 
o f the perceptions and some o f the problems associated 
with this summer's o il spill. From the beginning, many 
o f the mayors and village leaders o f the affected commu­
nities tried to tell Exxon that they wished to be kept 
within the information and decision-making loop. We 
felt we were losing control o f ou r communities. This loss 
o f control ranged from  the attitudes o f people placing 
temporary structures in ou r communities to the granting 
orocedures used by Exxon. Although Exxon was 
requently generous in providing grants to communities 
o pay fo r needed services, it was always at their discre- 
on which services should be purchased and there were 
ime needed services that the communities were never 
le to purchase with Exxon grants.

ny o f the communities received what would appear to 
n economic boom from money spent in the dean-up. 
important to note, however, that there was an 
ual distribution o f both benefits and losses within 
immunities. While some people who either owned 
irants o r hotels o r had boats fo r lease may have 
an unexpected profit this summer, there were other 
tuals in a ll communities who suffered from lack o f 
:k o f tourists, lack o f services, and general 
e on ou r communities.

•m that Exxon could have avoided was in raising 
ons in the minds o f the people living in Alaska.

Our experience with o il sp ills was relatively limited and 
when we were told by Exxon that ou r beaches would be 
clean by the end o f September, many Alaskans felt that the 
beaches would be returned to their natural state. As the 
summer bore on, we realized that Exxon had changed their 
term inology frvrn "cleaned" to ''treated" and finally used 
the expression "environmentally stable". Those individuals 
who antidpated having deaned beaches by the end o f the 
summer were obviously disappointed when they found out 
their beaches were on ly "treated" with o il residues still 
remaining.

A major problem was caused by some o f the early commu­
nications from  Exxon officia ls related to the amount o f 
finandal responsibility that Exxon would accept. Early in 
the spill, Exxon representatives indicated at press confer­
ences that they took fu ll finanda l responsibility for the oil 
spill and would pay any reasonable claim. Later, the claims 
were divided into prim ary, secondary and tertiary, with the 
primary claims being fishermen and the tertiary daims 
being individuals having businesses that were indirectly 
affected by the o il spill. Exxon did not seem generally well 
disposed toward paying any o f the businesses that fell in 
the tertiary area, and many o f the individuals that fell in the 
primary and secondary areas found it very frustrating to 
deal with the clerks hired to settle the claims. Associated 
with this frustration was the added difficu lty in dealing 
with various individuals who were rotated about every 
three weeks. While the Exxon executive staff who made the 
promises in public meetings appeared to be honest and 
reasonable, the company representatives who the commu­
nities and the businesses dealt with often did not have 
public relations or, for that matter, the best interests o f the 
business o r community in mind.

Due to the problems that some o f the communities were 
facing and a growing concern on the part o f some commu­
nities that Exxon may not treat a ll o f them consistently, a 
group was formed which lateT became known as the "oiled 
mayors o f A laska". This group was made up o f representa­
tives from twenty-nine communities, and met nearly every 
week to discuss common problems and communicate 
information that would help particu larly the smaller 
communities. One o f the initial goals o f the "oiled mayors" 
was to develop an agreement between the Exxon corpora­
tion and a ll the affected communities that would guarantee 
a consistent treatment o f a ll communities. After many 
efforts and numerous meetings, the "oiled mayors o f 
A laska" gave up their attempt to reach agreement with 
Exxon.

Each community faced its own particular set o f problems. 
As I mentioned earlier, the city o f Valdez never had oil on 
its beaches. However, we had a serious problem handling 
the numbers o f people moving to Valdez to assist in the oil 
spill cleanup. Other communities were faced with o il on 
their beaches and the total disruption o f their economies, 
and in some instances, a disruption o f their traditional 
cultures. Many o f the villages in the affected region had 
few permanent jobs o r economic activities in their commu­
nities. The inhabitants have a subsistence lifestyle which 
requires using the summer months to gather much c 
food from  the sea and the tidelands that they consun



during the winter months. Recent articles in Alaskan 
newspapers warn native communities not to eat oil-tainted 
shellfish that have been a major part o f their diet fo r 
centuries. The influx o f people and new sources o f revenue 
caused a major disruption o f  the culture o f these villages. 
Early In the o il spill, the village food supply was said to be 
safe i f  you  could neither see nor smell crude oil in the fish 
o r shellfish. More recently, native villages have been 
warned that the sight o r smell test is not adequate and they 
should be extremely careful in consuming shellfish in oil 
contaminated areas.

The kj'ger communities o f Valdez, Cordova and Kodiak 
were faced with problems o f waste disposal, sewer and 
water problems, competition fo r harbor space, child care, 
housing, sanitary conditions and other community services. 
In  Valdez, we observed the use o f o u r c 'rport to increase 
from  about twenty to fou r hundred takeo.'fs and landings 
per day. We saw a great increase in crime and mental 
health problems and were constantly faced with a shortage 
o f labor since many o f the potential workers were used in 
the o il spill cleanup. Many o f the same communities were 
faced with a loss o f revenue from  their fish tax, and some o f 
us found that projects which we had been developing fo r 
years were cancelled because o f unreasonable fear o f w „at 
the o f  p ill was going to do to ou r communities. For 
instance, we had a prospective brewery cancelled because 
o f investors' fear o f the public's attitude towards Valdez 
and Prince W illiam  Sound. W e also lost several projects 
with a Japanese corporation to import g lader ice and 
mineral water from  Valdez,

It is important to recognize that the Alaskan fisheries 
industry is market-driven. The state o f A laska is concerned 
with the reputation o f Alaskan seafood and placed a zero 
tolerance regulation on ou r seafood as it relates to o il 
contamination. What this means is that any fish o r shellfish 
that had as much as one tar ball in the catch would be 
destroyed. That resulted in the closure o f many fisheries 
and the loss o f considerable fishing revenue fo r the Prince 
W illiam  Sound, Kodiak and Kenai areas. I f  A laska had not 
adopted the zero tolerance regulation, it was feared that the 
entire market price fo r Alaskan fish and seafood would 
have been reduced.

The final problem which I w ill discuss relates to the 
affected communities trying to obtain reimbursement fo r 
many o f the additional costs resulting from  the o il spill. I 
mentioned earlier that Exxon paid many, but not a ll claims. 
Exxon, fo r example, would not pay claims associated . nth 
attorney fees and other items associated with litigation. 
They also seemed to be particu larly reticent about paying 
fo r any programs related to social problems resulting from 
the o il spill. Requests fo r funding additional mental health 
counselors were generally refused. Another area that was 
not consistently funded was research related to social and 
economic problems resulting from  the spill. A lthough 
Exxon did pay fo r some public relations activities to help 
with the overall Image o f the state o f Alaska, little funding 
has been made available to improve the damaged public 
image o f Prince W illiam  Sound, Kodiak and Kenai - 
communities whose economies are based upon the tourism

industry. Finally, it is important to realize that Exxon had 
its own set o f priorities which may not have been and, in 
many cases, were not consistent with the communities' 
priorities. I f one watches the briefing program Exxon 
provided during the summer months, it can be seen that 
Exxon lists its highest priority as lightering the Exxon 
Valdez. I believe everyone w ill admit that Exxon did an 
outstanding job o f removing the oil and saving the ship. 
Their second priority was protection o f the hatcheries in 
Prince W illiam  Sound. Most Alaskans w ill recall that the 
initial protection provided the hatcheries was that o f 
fishermen from communities such as Cordova and Homer. 
However, Exxon did provide booming material to help 
protect these hatcheries. Exxon's third priority was to 
protect the workers, and when one considers that Exxon 
had very little loss o f life and injury it is reasonable to 
assume a good job was done with regard to the third 
priority. Removing the o il from  the water was Exxon's 
fourth priority.

1 cannot help wondering if we had another agency that 
would have placed removing the oil from  the water as their 
highest priority, would not some o f the damage to the 
beaches been avoided? It is possible that we are requesting 
the o il companies to respond to an emergency at a level o f 
responsibility we would not ask o f any other industry? As 
we have an opportunity to evaluate the Exxon Valdez spill,
I am certain we w ill develop plans and procedures that w ill 
better protect us from  sim ilar catastrophes. Even though 
the sp ill took place in m y community, there was nothing 
unique about the circumstances o r the Alaskan environ­
ment which could explain the events o f March 24,1989 as 
a n "A laskan phenomenon". Human error, loose industry 
practices, and lack o f state and federal oversight produced 
the most devasting environmental catastrophe in the 
history o f the United States. For these same reasons, 
however, the Exxon Valdez oil spill could have occured o ff 
the coast o f Washington, Oregon, Maine, California, 
Massachusetts, Florida, Texas, o r any state with tanker 
traffic o f f its coast o r on its inland waterways. Prevention is 
clearly ou r on ly  answer in dealing with future spills * i.e. 
double hulled tankers, escort vessels, tested contingency 
plans, better monitoring and tracking by the Coast Guard, a 
quasi-govcmmental agency fo r spill clean up, and stock­
piles o f materials and equipment near major shipping 
lanes. As a group o f Prince W illiam  Sound citizens was told 
four hours before the spill, "it is not a matter o f ' i f  an oil 
spill occurs, but when' it w ill occur." It is imperative that 
the o il industry and the nation pick up the pieces from this 
disaster and proceed constructively in developing safe­
guards to protect against future calamities.



R E P O R T  T O  T H E  V A L D E Z  C I T Y  C O U N C I L  
1 9 8 9  A N N U A L  R E P O R T

P u r s u a n t  t o  S e c t i o n  2 - 4 (c) of  the V a l d e z  C i t y  C o d e  w h i c h  states, 
in part, t h a t  t h e  C i t y  M a n a g e r  s h a l l  " o n c e  a y e a r  p r e s e n t  a d e­
t a i l e d  s t a t e m e n t  of w h a t  he  has d o n e  d u r i n g  t h e  y e a r  c o v e r e d  by 
t h e  r e p o r t . "  I h a v e  i n t e r p r e t e d  t h i s  to  m e a n  a r e p o r t  on  w h a t  the 
C i t y  h a s  d o n e  u n d e r  t h e  d i r e c t i o n  of  t h e  C i t y  M a n a g e r .  T h e  f o l­
l o w i n g  is t h i s  d e t a i l e d  r e p o r t  for 1989:

S U M M A R Y :

T h e  C i t y  o f  V a l d e z  t h o u g h t  t h a t  the h i g h l i g h t  o f  t h e  y e a r  w o u l d  be 
t h e  v i o l e n t  w i n d  a n d  c o l d  s t o r m  we  e x p e r i e n c e d  i n  J a n u a r y  w h i c h  
f r o z e  a l o t  o f  w a t e r  p i p e s  a n d  d i d  d a m a g e  m a i n l y  t o  t h e  l i b r a r y  (it 
w o u l d  h a v e  b e e n  m o r e  e x t e n s i v e  h a d  it n o t  b e e n  f o r  a q u i c k  r e s p o n s e  
f r o m  C i t y  a n d  c o n t r a c t o r  p e r s o n n e l ) .

T h a t  p o t e n t i a l  a s s e s s m e n t  of t h e  y e a r  all c h a n g e d  o n  M a r c h  24 w i t h  
t h e  g r o u n d i n g  of  t h e  E X X O N  V A L D E Z  a n d  t h e  s u b s e q u e n t  o i l  spill; 
m e d i a  f e e d i n g  frenzy; w i l d l i f e  c l e a n i n g ;  i n v a s i o n  o f  all f a s h i o n  
of  laborer, v e n d o r ,  b u r e a u c r a t ,  s c i e n t i s t ,  d i g n i t a r y ,  f a s t - b u c k  
a r t i s t ,  s o c i a l  s c i e n t i s t ,  E X X O N / V E C O / N O R C O N  e x e c u t i v e ,  etc. T h e  
C i t y  w a s  in t h e  m i d d l e  of a w o r l d  c l a s s  " C h i n e s e  f i r e  d r i l l "  w h i c h  
p l a c e d  i n c r e d i b l e  a n d  a l m o s t  i n d e s c r i b a b l e  b u r d e n s  o n  C i t y  s e r­
vic e s .  T h e  m a i n t e n a n c e  of b a s i c  s a n i t a t i o n ,  s a f e t y ,  a n d  h e a l t h  
w a s  t h e  i m m e d i a t e  p r o b l e m  d u r i n g  April, a n d  as the. o i l  s p i l l  r e­
s p o n s e  e v o l v e d  w i t h  a p o p u l a t i o n  p e a k i n g  a t  an e s t i m a t e d  1 1 , 0 0 0  t h e  
d e m a n d s  on  t h e  C i t y  cha n g e d .  T h e  C i t y  o f  V a l d e z  s t a f f  p e r f o r m e d  
e x c e e d i n g l y  w e l l  in m e e t i n g  t h e  d y n a m i c  s i t u a t i o n  t h a t  o c c u r r e d .

T h e  oil s p i l l  p r e v e n t e d  the C i t y  fr o m  a d d r e s s i n g  m a n y  o t h e r  p l a n n e d  
a c t i v i t i e s  for 1989. How e v e r ,  e v e n  in t h e  y e a r  o f  t h e  s p i l l  m a n y  
o f  t h e  p r i o r i t i e s  i d e n t i f i e d  for 1989 w e r e  s u c c e s s f u l l y  h a n d l e d .  
T h e  h i g h l i g h t s  of t h e s e  o t h e r  a c c o m p l i s h m e n t s  in c l u d e :

. L o c a l  t a x i n g  s t a b i l i t y  t h r o u g h  t h e  C i t y ' s  e f f o r t s  t o  w o r k  e f­
f e c t i v e l y  w i t h  t h e  S e n a t e  S e l e c t  A d v i s o r y  C o m m i t t e e  on  M u n i­
c i p a l  T a x a t i o n  of Oil a n d  G a s  p r o p e r t i e s  w h i c h  p r o d u c e d  r e c o m­
m e n d a t i o n s  h i g h l y  f a v o r a b l e  to t h e  City.

. M o r e  e f f i c i e n t  p e r f o r m a n c e  d u e  t o  t h e  i n s t a l l a t i o n  o f  M E N T O R  
s o f t w a r e  a n d  t r a i n i n g  for F i n a n c e  D e p a r t m e n t  s t a f f  to  e f f e c­
t i v e l y  u s e  t h i s  s t a n d a r d i z e d  s o f t w a r e  to r e p l a c e  a h i g h  m a i n­
t e n a n c e  c u s t o m i z e d  system. S i m i l a r l y  n e w  C H I E F  s o f t w a r e  a l­
low s  the B u i l d i n g s  a n d  G r o u n d s  D e p a r t m e n t  t o  m o r e  e f f e c t i v e l y  
t r a c k  a n d  a c c o u n t  for m a i n t e n a n c e  w o r k  o r d e r s .

. I m p r o v e d  p u b l i c  s a f e t y  s e r v i c e  d u e  t o  t h e  s u c c e s s f u l  r e o r g a n­
iz a t i o n  of t h e  D e p a r t m e n t  of E m e r g e n c y  S e r v i c e s  as r e q u e s t e d  
b y  C i t y  C o u n c i l .  T h e  s e p a r a t e  P o l i c e  and F i r e  D e p a r t m e n t s  are 
f u n c t i o n i n g  w e l l  u n d e r  the l e a d e r s h i p  of t h e i r  n e w  r e s p e c t i v e  
chie f s .

. I m p r o v e d  q u a l i t y  of li f e  d u e  to s u c c e s s f u l  p a v i n g  o f  h o s p i t a l  
p a r k i n g  lot, bus t u r n a r o u n d  area, a n d  s e v e r a l  s t r e e t s  a n d  p a v -



T h e  p r i o r i t i e s  i d e n t i f i e d  for 1989 w h e r e  t h e  c i t y  d i d  n o t  p e r f o r m  
as h o p e d  i n c l u d e :

. P r e p a r a t i o n  of t h e  C o m p r e h e n s i v e  D e v e l o p m e n t  Plan.

. R e v i e w  o f  s a l a r - a s  and p e r s o n n e l  o r d i n a n c e s  a n d  r e g u l a t i o n s .

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

. C o m p l e t i o n  o f  m u n i c i p a l  l a n d  s e l e c t i o n  e n t i t l e m e n t s .

A f t e r  c o n s u l t a t i o n  w i t h  the C i t y  C o u n c i l ,  t h e s e  u n m e t  p r i o r i t i e s  
w i l l  b e  i n c l u d e d ,  as d i r e c t e d ,  in t h e  1 9 9 0  W o r k  Plan.

In  o r d e r  t o  p r o v i d e  a s i m p l i f i e d  p r e s e n t a t i o n  o f  a c c o m p l i s h m e n t s  
f o r  1989, s e v e r a l  d e p a r t m e n t s  h a v e  b e e n  m e r g e d  i n t o  o n e  o f  s e v e n  
c a t e g o r i e s .

A D M I N I S T R A T I O N / C I T Y  C L E R K / F I N A N C E

T h e  oil s p i l l  r e s p o n s i b i l i t i e s  p l a c e d  c o n s i d e r a b l e  d e m a n d s  o n  the 
C i t y  M a n a g e r ' s  o f f i c e  to a d d r e s s  t h e  o p e r a t i o n a l ,  g o v e r n m e n t a l  
l i a i s o n ,  m e d i a ,  n e g o t i a t i o n ,  a n d  m a n a g e r i a l  d e m a n d s  of a s e v e n -  
m o n t h  c r i s i s .  T h e  C i t y  C l e r k ' s  o f f i c e  w a s  a l s o - a f f e c t e d  b y  the 
n e e d  t o  p r o v i d e  s u p p o r t  to t h e  M a y o r  a n d  C i t y  C o u n c i l  in w o r k i n g  
w i t h  t h e  m e d i a ,  h o s t i n g  d i g n i t a r i e s ,  s p o n s o r i n g  events, a n d  r e s­
p o n d i n g  t o  t h e  m a i l  a n d  c a l l s  t h a t  p o u r e d  in t o  t h e  C i t y  ( i n c l u d i n g  
s e t t i n g  u p  a m e c h a n i s m  to a c c e p t  d o n a t i o n s ) .

T h e  F i n a n c e  D e p a r t m e n t  d r a f t e d  n e w  p u r c h a s i n g  a n d  p r o p e r t y  c o n t r o l  
p r o c e d u r e s  w h i c h  w e r e  f o r m a l l y  a d o p t e d  b y  t h e  C i t y  in M a y  1989. Oil 
s p i l l  r e s p o n s i b i l i t i e s  it a s s u m e d  i n c l u d e d  s e t t i n g  u p  a r e i m b u r s e­
m e n t  p r o g r a m  f r o m  E x x o n  for a d d i t i o n a l  C i t y  s e r v i c e s ,  i n c r e a s e d  
b i l l i n g s  f o r  C i t y  s e r v i c e s ,  a n d  p a y r o l l  for t e m p o r a r y  h i r e s  to 
s e r v i c e  oil s p i l l  d e m a n d s .  E x x o n  h a s  b e e n  b i l l e d  $ 1 , 3 9 3 , 2 0 2  for 
l o c a l  g o v e r n m e n t  s e r v i c e s  a n d  h a s  r e i m b u r s e d  t h e  C i t y  to  t h e  t u n e  
of $ 1 , 3 7 9 , 0 5 6 .  A d d i t i o n a l  f u n d i n g  o f  $ 8 4 2 , 1 4 9  in c a p i t a l  p r o j e c t s  
fo r  t h e  C i t y  h a v e  a l s o  b e e n  a d d e d  b y  Exxon.

B e s i d e s  s u c c e s s f u l l y  a d d r e s s i n g  oil s p i l l  d e m a n d s ,  A d m i n i s t r a t i o n  
a n d  F i n a n c e  (with a g r e a t  d e a l  of t e c h n i c a l / l e g a l  s u p p o r t  f r o m  o u r  
a t t o r n e y s  a n d  l o g i s t i c a l  h e l p  f r o m  P a r k s  a n d  R e c r e a t i o n  D i r e c t o r  
N a n c y  P e t e r s o n )  w e r e  ab l e  t o  s u c c e s s f u l l y  a d d r e s s  t h e  S t a t e  
A s s e s s o r ' s  a t t e m p t  t o  l i m i t  t h e  a m o u n t  o f  oil a n d  g a s  p r o p e r t y  
a v a i l a b l e  f o r  l o c a l  t a x a t i o n .

P U B L I C  S A F E T Y

T h e  m a j o r  a c c o m p l i s h m e n t s  of t h e  P o l i c e  a n d  F i r e / E M S  D e p a r t m e n t s  
w e r e  t h e  s e p a r a t i o n  a n d  r e o r g a n i z a t i o n  of  t h e  f o r m e r  D e p a r t m e n t  of 
E m e r g e n c y  S e r v i c e s  b a c k  into m o r e  t r a d i t i o n a l  p u b l i c  s a f e t y  d e­
p a r t m e n t s .  A c t i n g  D E S  C h i e f  J o e  M i c h a u d ,  P o l i c e  C h i e f  B e r t  C o t t l e ,  
a n d  B o b  P r e s t o n ,  w h o  h e l d  t o g e t h e r  t h e  fire s e r v i c e  side, d e s e r v e  
a l o t  of c r e d i t  f o r  m a k i n g  th i s  r e o r g a n i z a t i o n  s u c c e s s f u l .  I b e­

-ing overlays of other critical areas.
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l i e v e  t h e  s e p a r a t i o n  of t h e  p u b l i c  s a f e t y  s e r v i c e  h a s  a c c o m p l i s h e d  
w h a t  t h e  C i t y  C o u n c i l  w a n t e d :  i m p r o v e d  m o r a l e ,  i n c r e a s e d  t e c h n i c a l  
e x p e r t i s e  t h r o u g h  g r e a t e r  s p e c i a l i z a t i o n ,  i n c r e a s e d  e m p h a s i s  on 
fire p r o t e c t i o n / p r e v e n t i o n ,  g r o w t h  a n d  i m p r o v e d  t r a i n i n g  o f  v o l u n­
t e e r  f i r e f i g h t e r s .  T h e  a d d i t i o n  o f  F i r e  C h i e f  C h a r l i e  L u n d f e l t  
p r o v i d e d  r e n e w e d  x'ocus in t h e  area o f  f i r e  p r o t e c t i o n  for t h e  City.

T h e  P o l i c e  a n d  F i r e  D e p a r t m e n t s  w e r e  b o t h  i m p a c t e d  a g r e a t  d e a l  b y  
t h e  oil s p i l l  r e s p o n s e  a c t i v i t i e s .  O v e r t i m e  ( r e i m b u r s e d  b y  Exxon) 
w a s  r e q u i r e d  of t h e  p e r s o n n e l  to k e e p  u p  w i t h  t h e  demand. T h e  s t a­
t i s t i c a l  c o m p a r i s o n  b e t w e e n  1976 ( p e a k  of p i p e l i n e  days), 1988, 
a n d  1989 g r a p h i c a l l y  d e m o n s t r a t e s  t h e  i n c r e a s e d  activ i t y .

P O L I C E  D E P A R T M E N T

1976 1988 1989
A s s a u l t s  ........................ 96 34 58
A c c i d e n t s  ......................  469 112 298
B a r  D i s t u r b a n c e s    205 56 130
D i s t u r b a n c e s     54 149 359
D r i v i n g  W h i l e  I n t o x i c a t e d  . u n a v a i l a b l e  76 153
M a n - D a y s  in J a i l  ............  520 1 , 8 4 5  2 , 6 6 0
T r a f f i c  T i c k e t s  .............. 1 ,079 200 4 5 6
A r r e s t s  .........................  346 3 0 1  673
O f f i c e r  R e s p o n s e s  ......... 4 , 7 6 2  4 , 1 1 1  6 ,734

F I R E / E M S  D E P A R T M E N T

1988 1989
A m b u l a n c e  C a l l o u t s    151 325
F i r e  C a l l o u t s    63 95
F i r e  A l a r m  C a l l o u t s    60 113

A n i m a l  C o n t r o l  o p e r a t i o n s  e x p e r i e n c e d  an e s t i m a t e d  i n c r e a s e  of 20% 
in d e m a n d s  f o r  s e r v i c e .  D i r e c t  and p e r i p h e r a l  s u p p o r t  t o  o i l  s p i l l  
c l e a n u p  p a r t i c i p a n t s  l e v i e d  an  e s p e c i a l l y  h e a v y  b u r d e n  d u r i n g  June, 
July, a n d  A u g u s t .  A n i m a l  C o n t r o l  c a p i t a l  r e s o u r c e s  w e r e  s e v e r e l y  
s t r a i n e d ?  t h e  p a t h o l o g i c a l  i n c i n e r a t o r ,  u s e d  t o  d i s p o s e  o f  o i l  
s p i l l  c a r c a s s e s ,  w a s  h e a v i l y  d a m a g e d  a n d  w i l l  n e e d  r e p l a c e m e n t .

A N I M A L  C O N T R O L

1988 1989
L i c e n s e  F e e s  ......................... $ 5 , 3 2 6
I m p o u n d  F e e s  ......................... $ 9 , 4 0 8
D o g s / C a t s  I m p o u n d e d  ............... 4 5 7 / 1 3 6
D o g s / C a t s  A d o p t e d  .................. 52/33
C i t a t i o n s  ............................. 34
M e d i c a l  A s s i s t s  .................... 104
A g e n c y  A s s i s t s  (Burns) ...........
M i sc. A n i m a l s  (Deer, Birds,

118

Ducks, e t c . ) 123
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1989 w a s  a y e a r  o f  d e s t r u c t i o n  for the V a l d e z  L i b r a r y  and c o n s t r u c­
t i o n  f o r  t h e  V a l d e z  M u s e u m .  T h e  L i b r a r y  s u f f e r e d  t h e  w o r s t  d a m a g e  
o f  a n y  C i t y  o p e r a t i o n  f r o m  t h e  "big b l o w "  in l a t e  J a n u a r y .  T h e  
f r e e z i n g  of  f i r e  s u p p r e s s i o n  s p r i n k l e r  p i p e s  f l o o d e d  t h e  L i b r a r y  
a n d  d a m a g e d  s o m e  e q u i p m e n t .  S p e e d y  r e s p o n s e  a i d e d  in k e e p i n g  p e r­
m a n e n t  d a m a g e  t o  a m i n i m u m .  T h e  L i b r a r y  w a s  c l o s e d  for 7 d a y s  b u t  
r e o p e n e d  a l m o s t  as g o o d  a s  new. T h e  L i b r a r y  l a t e r  s e t  r e c o r d s  due 
t o  the r a p i d l y  g r o w i n g  p o p u l a t i o n  o f  V a l d e z  in r e s p o n s e  to  t h e  oil 
spill. 1 , 488 n e w  l i b r a r y  c a r d s  w e r e  issued, n e a r l y  d o u b l i n g  the 
o l d  r e c o r d  o f  7 9 5  in 1981. T h e  g a t e  c o u n t  o f  5 4 , 1 6 8  p a t r o n s  t o p p e d  
t i e  o l d  c o u n t  r e c o r d  (we h a v e  o n l y  h a d  a g a t e  s i n c e  1987) o f  4 9 , 2 0 6  
b y  10%. T h e  d o w n  s i d e  o f  oil s p i l l  is a h i g h e r  t h a n  n o r m a l  loss 
r a t e  o f  L i b r a r y  m a t e r i a l s .  A t  y e a r  end 223 i t e m s  v a l u e d  a t  $2 , 2 0 8  
w e r e  o v e r d u e .  T h e  L i b r a r y  s t a f f  is in t h e  p r o c e s s  of r e v i e w i n g  
p o l i c i e s  r e g a r d i n g  l i b r a r y  c a r d  e l i g i b i l i t y  r e q u i r e m e n t s  a n d  c i r c u­
lation.

T h e  V a l d e z  M u s e u m  s a w  t h e  s u c c e s s f u l  c o m p l e t i o n  of  t h e  E g a n  
C o m m o n s .  T h i s  n e w  a d d i t i o n  p r o v i d e s  m u c h  n e e d e d  e x h i b i t  s p a c e  for 
s o m e  o f  o u r  m o r e  v a l u a b l e  l a r g e r  pieces, l i k e  o u r  v i n t a g e  fire 
a p p a r a t u s ,  a n d  a l s o  g i v e s  the M u s e u m  a m o r e  c o n s p i c u o u s  e n t r y  into 
o u r  f a c i l i t y .  M u s e u m  o p e r a t i o n s  w e r e  s o m e w h a t  h a m p e r e d  b y  t h e  c o n­
s t r u c t i o n ,  b u t  in m o s t  r e s p e c t s  it w a s  a n o r m a l  year. P a t r o n  
c o u n t s  w e r e  d o w n  s i g n i f i c a n t l y ,  o n l y  2 4 , 1 8 3  in 1989, c o m p a r e d  to 
3 7 , 6 9 3  in 1988. D o n a t e d  r e v e n u e  a l s o  d e c l i n e d  b y  a b o u t  $6,700. 
T h i s  c a n  be a t t r i b u t e d  to  a r e d u c e d  n u m b e r  o f  s u m m e r  v i s i t o r s ,  by 
s o m e  e s t i m a t e s  t o u r i s t  t r a f f i c  in V a l d e z  w a s  d o w n  40%, a n d  c o n­
s t r u c t i o n  d i s r u p t i o n s .  B u s e s  f r o m  t h e  t o u r  s h i p s  d i d  n o t  let 
v i s i t o r s  o f f  in f r o n t  of t h e  M u s e u m  as t h e y  h a d  in t h e  past.

E N G I N E E R I N G / C O M M U N I T Y  D E V E L O P M E N T / U T I L I T I E S

T h e  E n g i n e e r i n g  D e p a r t m e n t  w a s  d r a s t i c a l l y  i m p a c t e d  b y  o i l  s p i l l  
d e m a n d s  in t h e  a r e a s  o f  b u i l d i n g  c o d e  e n f o r c e m e n t ,  m o b i l e  h o m e  i n­
sta l l a t i o n ,  b u i l d i n g  p e r m i t  reque s t s ,  s e w e r  t r e a t m e n t  p l a n t  o p e r a­
tions, w a t e r  d e m a n d ,  a n d  s u p e r v i s i o n  o f  C i t y  " f o r c e  a c c o u n t "  
w o r k e r s .  I n  s p i t e  o f  t h e  oil s p i l l  chaos, t h e  m a j o r  p r o j e c t s  on 
t h e  c a p i t a l  i m p r o v e m e n t  p r o j e c t s  a g e n d a  - P h a s e  II of t h e  
C o m m e r c i a l  F i s h e r m a n ' s  Dock, E g a n  Co m m o n s ,  a n d  v a r i o u s  a s p h a l t  
p a v i n g  p r o j e c t s  - w e r e  s u c c e s s f u l l y  c o m p l e t e d .  S o m e  p r o j e c t s ,  li k e  
m a j o r  m a i n t e n a n c e  at t h e  V a l d e z  C o n t a i n e r  T e r m i n a l ,  w e r e  d e l a y e d  
d u e  to c o n f l i c t s  w i t h  oil s p i l l  activity. T h e  b i g g e s t  d i s a p p o i n t­
m e n t  p r o v e d  t o  b e  t h e  p i c n i c  s h elter. Its c o s t s  w e r e  u n d e r e s t i­
m a t e d  a n d  it c o u l d  n o t  be c o m p l e t e d  t h i s  y e a r  d u e  t o  l a b o r  
p r o b l e m s .  B u i l d i n g  a l s o  b o o med. 217 c o m m e r c i a l  a n d  r e s i d e n t i a l  
c o n s t r u c t i o n  p e r m i t s  w e r e  i s s u e d  c o m p a r e d  t o  104 f o r  1988. T h e  
v a l u e  of t h i s  c o n s t r u c t i o n  is e s t i m a t e d  t o  b e  a t  l e a s t  $5 m i l l i o n  
c o m p a r e d  to $3 . 6  m i l l i o n  in 1988. The. D e p a r t m e n t  h a d  t h e  c i t y  
E n g i n e e r  a n d  e n g i n e e r i n g  s e c r e t a r y  r e s i g n  in J u n e ,  a n d  a n e w  C i t y  
E n g i n e e r  h a s  n o t  yet. b e e n  s u c c e s s f u l l y  r e c r u i t e d .  C a r o l  S m i t h



s t e p p e d  in t o  c o v e r  t h e  s e c r e t a r i a l  needs f o r  b o t h  d e p a r t m e n t s  
u n t i l  a n e w  s e c r e t a r y  c o u l d  b e  hired. C h a r l o t t e  B u r r i l l  d e s e r v e s  
m u c h  c r e d i t  f o r  k e e p i n g  t h e  o p e r a t i o n  on an e v e n  keel. T e m p o r a r y  
s t a f f  was a d d e d  to h a n d l e  t h e  i n c r e a s e d  a c t i v i t y ,  a n d  V e r n  E l l w e i n  
r e m a i n s  as t h e  b u i l d i n g  o f f i c i a l .

T h e  C o m m u n i t y  D e v e l o p m e n t  D e p a r t m e n t  w a s  al s o  h a m m e r e d  b y  oil s p i l l  
a c t i v i t y .  N e w  b u s i n e s s e s ,  i t i n e r a n t  m e r c h a n t s ,  z o n i n g  q u e s t i o n s ,  
t e m p o r a r y  s t r u c t u r e s ,  l a n d  l e a s e s ,  l a n d  use p e r m i t s ,  m y r i a d  i s s u e s  
p r e s e n t e d  b y  a r a p i d l y  g r o w i n g  p o p u l a t i o n ,  a n d  t h e  n e e d  t o  c o o r d i­
n a t e  w i t h  S t a t e  a n d  F e d e r a l  a g e n c i e s  on  v a r i o u s  s u b j e c t s  g r e a t l y  
h a m p e r e d  w o r k  o n  t h e  C o m p r e h e n s i v e  D e v e l o p m e n t  P l a n  a n d  t h e  A i r  
S e r v i c e  Study. T h e s e  d e m a n d s  a l s o  m a d e  it i m p o s s i b l e  t o  s e r v i c e  
m a n y  r e q u e s t s  for a s s i s t a n c e  f r o m  V a l d e z  r e s i d e n t s .  S o m e  a d d i­
t i o n a l  c o n t r a c t u a l  h e l p  w a s  h i r e d  a n d  a s u m m e r  i n t e r n  w a s  h i r e d  t o  
a s s i s t  w i t h  p o p u l a t i o n  c o u n t s  so w e  c o u l d  k e e p  t r a c k  of o u r  d y n a m i c  
t o w n .  As a r e s u l t  o f  t h e  w o r k  o f  the C o m m u n i t y  D e v e l o p m e n t  
D e p a r t m e n t  in t h i s  area, t h e  D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l  
A f f a i r s  c e r t i f i e d  a p o p u l a t i o n  o f  7 , 193 for 1989, a b o u t  d o u b l e  o u r  
n o r m a l  p o p u l a t i o n .  W h i l e  t h i s  d o e s  not m e a n  o u r  S t a t e  R e v e n u e  
S h a r i n g  and M u n i c i p a l  A s s i s t a n c e  p a y m e n t s ,  w h i c h  t o t a l l e d  j u s t  o v e r  
$1 m i l l i o n  in 1989, w i l l  d o u b l e  in 1990, t h e y  s h o u l d  i n c r e a s e  
s i g n i f i c a n t l y ;  t h e  C i t y  is c o n s e r v a t i v e l y  b u d g e t i n g  a 45% i n c r e a s e  
o r  $ 4 5 0 , 0 0 0  m o r e  f r o m  t h e s e  S t a t e  a i d  p r o g r a m s .  T h e  i n a b i l i t y  to  
m a k e  f u r t h e r  p r o g r e s s  o n  the C o m p r e h e n s i v e  D e v e l o p m e n t  P l a n  w a s  t h e  
b i g g e s t  d i s a p p o i n t m e n t  o f  t h e  year. W e  a l s o  d i d  n o t  m a k e  a s  m u c h  
p r o g r e s s  as e a r l i e r  p r o j e c t e d  on  t h e  f l o o d  m i t i g a t i o n  p l a n  f o r  t h e  
C i t y  and m u n i c i p a l  l a n d  s e l e c t i o n s .  E v e n  if s t a f f  t i m e  h a d  b e e n  
a v a i l a b l e  for t h e s e  p r o j e c t s ,  it is u n l i k e l y  w e  w o u l d  h a v e  r e c e i v e d  
t h e  c o m m u n i t y  i n p u t  a n d  p a r t i c i p a t i o n  n e c e s s a r y  t o  m a k e  t h e s e  p l a n­
n i n g  p r o g r a m s  m e a n i n g f u l .  P e o p l e  w e r e  s i m p l y  t o o  b u s y  w i t h  t h e  
e v e n t s  s u r r o u n d i n g  t h e  oil spill. T h e  b u s i n e s s  s u r v e y  a n d  p r e l i m i­
n a r y  d a t a  g a t h e r i n g  w e r e  a c c o m p l i s h e d  for t h e  C o m p r e h e n s i v e  Plan. 
T h r o u g h  the a s s i s t a n c e  of  s e v e r a l  c o n s u l t a n t s ,  w o r k  w a s  b e g u n  o n  
h i g h  p r i o r i t y  p r o j e c t s  s u c h  as V a l d e z  Air S e r v i c e  Study, G r a v e l  
M a n a g e m e n t  Plan, M u n i c i p a l  L a n d  S e l ection, a n d  t h e  n e x t  p h a s e  of 
t h e  C o m p r e h e n s i v e  Plan; and s o m e  w o r k  has b e g u n  o n  t h e  o t h e r  p r o­
j e c t s  as well.

G a r y  Hennigh, t h e  C o m m u n i t y  D e v e l o p m e n t  D i r e c t o r ,  r e s i g n e d  in 
N o v e m b e r  to p u r s u e  n e w  o p p o r t u n i t i e s  a f t e r  o n l y  a y e a r  in t h e  p o s i­
tion.  Pa m e l a  U l v e s t a d  w a s  c a l l e d  u p o n  t h r o u g h o u t  t h e  s u m m e r  a n d  
f a l l  to c a r r y  m u c h  o f  t h e  l o a d  o f  t h e  C o m m u n i t y  D e v e l o p m e n t  o f f i c e  
w h i l e  Mr. H e n n i g h  a s s i s t e d  w i t h  s p e c i a l  oil s p i l l  p r o j e c t s  a n d  
d u r i n g  the i n t e r i m  b e t w e e n  d i r e c t o r s .  T h e  C i t y  w a s  a b l e  t o  r e c r u i t  
a h i g h l y  q u a l i f i e d  r e p l a c e m e n t  in Mr. Dave D e n g e l .  D a v e  s t a r t e d  
w o r k  o n  J a n u a r y  29, 1990.

1989 p r o v e d  to  be a t e s t  for s o m e  of the C i t y ' s  i n f r a s t r u c t u r e .  
B o t h  w a t e r  a n d  s e w e r  c a p a c i t i e s  w e r e  s t r e t c h e d  t o  t h e  l i m i t s  a n d  
m a n y  t imes a l m o s t  o v e r l o a d e d .  U n d e r  n o r m a l  c i r c u m s t a n c e s ,  t h e  in- 
t o w n  s y s t e m ' s  w a t e r  d e m a n d s  d u r i n g  t h e  s e c o n d  a n d  t h i r d  q u a r t e r s
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a r e  m a i n l y  a f f e c t e d  b y  the l o c a l  s e a f o o d  p r o c e s s i n g  a c t i v i t y .  
D u r i n g  1989, t h e s e  d e m a n d s  w e r e  c o m p o u n d e d  b y  the oil s p i l l  
a c t i v i t y  a n d  s h o w e d  a n  a v e r a g e  i n c r e a s e  of .5 m i l l i o n  g a l l o n s  p e r  
d a y  ( M G D ) . L i s t e d  b e l o w  a r e  t h e  a v e r a g e  d e m a n d s  a n d  t h e  p e a k  f l ows 
t h e  s y s t e m s  e x p e r i e n c e d  t h i s  summer:

P o t a b l e  W a t e r  U s a g e

1989 P e a k  Flow: 3.6 M G D
P r e v i o u s  P e a k  Flow: 2.5 M G D

A v e r a g e  2nd a n d  3rd Q u a r t e r  dem a n d s :
1988: 1.6 M G D
1989: 2.1 M G D

T h e  s e w a g e  t r e a t m e n t  p l a n t  b e g a n  s h o w i n g  s i g n s  of o v e r l o a d i n g  
a r o u n d  t h e  e n d  of  M a y  d u e  to oil s p i l l  impact. It d i d  n o t  r e t u r n  
to s a t i s f a c t o r y  o p e r a t i o n  u n t i l  t h e  m i d d l e  of Augu s t .  T h e  p l a n t  
c o u l d  h a v e  p o s s i b l y  h a n d l e d  t h e  1989 l o a d i n g  b e t t e r  if it h a d  n o t  
b e e n  f o r  the s l u d g e  b u i l d - u p  in the f i r s t  lagoon.

H y d r a u l i c  L o a d i n g  
m i l l i o n  q a l l o n s  p e r  d a v

S o l i d s  L o a d i n g  
p o u n d s  p e r  d a v

1988 1989 1988 1989
A p r i l .550 .810 367 9 8 0
M a y .670 .830 525 1,322
J u n e .490 .750 417 1,532
J u l y .490 .690 699 1 ,266
A u g u s t . 600 .600 676 1 ,006
S e p t e m b e r .610 .900 930 1,203

P A R K S  A N D  R E C R E A T I O N

T h e  P a r k s  and R e c r e a t i o n  D e p a r t m e n t  p l a y e d  an i m p o r t a n t  r o l e  in t h e  
oil s p i l l  r e s p o n s e .  T h e  D e p a r t m e n t  c o n t i n u e d  to  p r o v i d e  e x t e n s i v e  
r e c r e a t i o n  o p p o r t u n i t i e s  for t h e  r e s i d e n t s ,  v i s i t o r s ,  a n d  t r a n­
si e n t s  o f  V a l d e z ,  b u t  o v e r  a n d  a b o v e  its n o r m a l  a c t i v i t i e s  t h e  
D e p a r t m e n t  m a d e  o t h e r  c o n t r i b u t i o n s .  T h e  D e p a r t m e n t  p l a y e d  a 
l e a d i n g  role, i n  c o n c e r t  w i t h  t h e  P u b l i c  Works, E n g i n e e r i n g ,  a n d  
C o m m u n i t y  D e v e l o p m e n t  D e p a r t m e n t s ,  in e s t a b l i s h i n g  t e m p o r a r y  c a m p­
g r o u n d s  w i t h  s h o w e r s  a n d  toi l e t s .  T h e  P a r k s  a n d  R e c r e a t i o n  
D e p a r t m e n t  a l s o  p r o v i d e d  a n  e x t e n d e d  a c t i v i t y  p e r i o d  u n d e r  its 
S u m m e r  F u n  p r o g r a m  so t h a t  o l d e r  c h i l d r e n ,  w h o s e  p a r e n t s  w e r e  
p r o b a b l y  i n v o l v e d  in oil s p ill c l e a n u p  jobs, c o u l d  r e c e i v e  a d d i­
ti o n a l  s u p e r v i s i o n .

The C i v i c  C e n t e r  w a s  a l s o  the l o c u s  of  m u c h  a c t i v i t y  r e l a t e d  t o  t h e  
oil spill. E a r l y  o n  it h o s t e d  p r e s s  c o n f e r e n c e s  for m e d i a  f r o m  a l l  
o v e r  t h e  w o r l d  a n d  l a t e r  it e n t e r t a i n e d  a c o n g r e s s i o n a l  h e a r i n g .  
T h e r e  w e r e  m e e t i n g s  h e l d  at t h e  f a c i l i t y  e v e r y  d a y  r e l a t e d  t o  s c i­
e n t i f i c  e x a m i n a t i o n  of t h e  e f f e c t s  o f  t h e  oil s p i l l  o n  w i l d l i f e  a n d  
th e  e n v i r o n m e n t .  T h e  C i v i c  C e n t e r  p o l i c i e s  and p r o c e d u r e s ,  i n c l u d
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ing a r e t u r n  t o  a n  e x c l u s i v e  c a t e r i n g  c o n t r a c t ,  w e r e  r e v i s e d  a n d  
a d o p t e d  b y  t h e  C i t y  C o u n c i l .  T h e s e  w i l l  g r e a t l y  a s s i s t  in t h e  
m a n a g e m e n t  of t h e  f a c i l i t y .

T h e  P a r k s  a n d  R e c r e a t i o n  D e p a r t m e n t  h a d  a s u c c e s s f u l  s e a s o n  r u n n i n g  
t h e  G l a c i e r  C a m p g r o u n d  as r e c e i p t s  f r o m  t h e  c a m p i n g  fees c o l l e c t e d  
p a i d  f o r  t h e  o p e r a t i o n  o f  t h e  f a c i l i t y .  T h i s  D e p a r t m e n t  p r o v i d e d  
m u c h  o f  t h e  a s s i s t a n c e  in t h e  p r o d u c t i o n  o f  a n e w s l e t t e r  for V a l d e z  
r e s i d e n t s .  It a l s o  s p o n s o r e d  c l e a n u p  d a y s  a n d  t h e  C i t y  b e a u t i f i c a­
t i o n  p r o g r a m .

P a r k s  A n d  R e c r e a t i o n  Y e a r - E n d  P a r t i c i p a n t  T o t a l s
19.88 1989

B l a c k  G o l d  Rec. H a l l    1 8 , 9 8 8  1 7 , 8 5 4 *
T e e n  C e n t e r  ................................. 1 6 , 8 0 2  20,152
G y m  A c t i v i t i e s    1 1 , 5 7 8  15,929
S e n i o r  H i g h  P o o l    2 0 , 5 6 0  1 5 , 8 5 0 * *
H y d r o  Pool   3 , 6 4 3  4 , 630
S p e c i a l  E v e n t s    3 , 6 5 6  2,913
S u m m e r  P r o g r a m s  .........................  2 , 1 6 9  2.474

T O T A L S  7 7 , 3 9 6  79 , 8 0 2

*Rec. Ha l l  S t a t i s t i c s  1 9 8 8 * 1989
f o r  M a y  a n d  J u n e :  M a y  1 ,472 2,210

J u n e  1 , 0 2 6  2,095
* * H i g h  S c h o o l  P o o l  w a s  c l o s e d  f o r  1 - 1 / 2  m o n t h s .

C i v i c  C e n t e r  
R e n t a l  C a t e r i n g  M o v i e  T O T A L  

#E v e n t s  A t t e n d a n c e  R e v e n u e s  R e v e n u e s  R e v e n u e s  R E V E N U E S
1988 398 2 6 , 6 9 9  $ 1 4 , 2 2 7  $ 8 , 8 5 5  $ 0 $ 2 3 , 0 8 2
1989 725 4 7 , 8 0 4  54,134 1 0 , 0 5 0  8 , 3 4 0  7 2 , 5 2 4

C O U N S E L I N G  C E N T E R / H O S P I T A L

T h e  C o u n s e l i n g  C e n t e r  u n d e r w e n t  s i g n i f i c a n t  c h a n g e s  t h i s  y e a r  as  
a r e s u l t  o f  t h e  E X X O N  V A L D E Z  oil sp i l l .  I n c r e a s e d  s t a t e  g r a n t s  
w e r e  o b t a i n e d  t o  h i r e  a n  a d d i t i o n a l  c o u n s e l o r  a n d  a s e c r e t a r y  t o  
a d d r e s s  t h e  i n c r e a s e d  c a s e l o a d s  t h a t  s t a r t e d  a p p e a r i n g  a t  t h e  
C o u n s e l i n g  Cent e r .  T h e  C o u n s e l i n g  C e n t e r  a l s o  i n i t i a t e d  a p r o j e c t  
t o  s u r v e y  a s t a t i s t i c a l l y  v a l i d  s a m p l e  o f  r e s i d e n t s  f r o m  V a l d e z  a n d  
C o r d o v a  f o r  m e a s u r i n g  p s y c h o l o g i c a l  i m p a c t s  of t h e  t a n k e r  g r o u n d i n g  
a n d  t h e  s u b s e q u e n t  o i l  s p i l l  c l e a n u p  a c t i v i t y .  T h i s  p r o j e c t  is 
a p p r o x i m a t e l y  t w o - t h i r d s  c o m p l e t e  a n d  s h o u l d  p r o v i d e  s o m e  u s e f u l  
i n f o r m a t i o n  on h o w  p e o p l e  a r e  a f f e c t e d  b y  t h i s  t y p e  of event.

V a l d e z  C o u n s e l i n g C e n t e r  N e w C l i e n t s
1987 1986 1989

N e w  C l i e n t s  ................... 64 82 149
N e w  A S A P  C a s e s  ............... 105 0* 263
A v e r a g e  N e w  C l i e n t s / M o .  ... 5.33 6.83 12.42
A v e r a g e  N e w  A S A P  C a s e s / M o . . 8 . 7 5 0 . 0 0 * 2 1 . 9 0

*No A l c o h o l  S a f e t y  A c t i o n  P r o g r a m  d u r i n g  1988.
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T h e  V a l d e z  C o m m u n i t y  H o s p i t a l ,  m a n a g e d  u n d e r  c o n t r a c t  b y  L u t h e r a n  
H e a l t h  Servi c e s ,  a l s o  w a s  d r a m a t i c a l l y  i m p a c t e d  b y  oil spill a c t i­
vit i e s .

12.88 1989
O u t p a t i e n t  P r o c e d u r e s 10,000
E m e r g e n c y  R o o m  V i s i t s 3,371
R e v e n u e s  ...................... $ 1 , 2 7 9 , 1 9 4 e s t .
E x p e n s e s  ...................... $ 1 , 7 9 9 , 0 4 0 est.
P e r c e n t  of O c c u p a n c y  ..... 23. 9 0 % est.

T h e  H o s p i t a l  c a r r i e s  o v e r  into 1990 a l a r g e  a c c o u n t s  r e c e i v a b l e  
b a l a n c e  t h a t  n e e d s  t o  c o n t i n u e  to b e  w o r k e d .  T h i s  l a r g e  b a l a n c e  
is a t t r i b u t a b l e  in l a r g e  part, e i t h e r  d i r e c t l y  o r  i n d i r e c t l y ,  to 
t h e  oil spill.

O n  t h e  p o s i t i v e  side, t h e  H o s p i t a l  r e c e i v e d  m o r e  d o n a t i o n s  t h a n  
e v e r  before:

Exxon:

F a i r b a n k s  M e m o r i a l
H o s p i t a l :

U n i t e d  Way:

P U B L I C  W O R K S

T h e  P u b l i c  W o r k s  D e p a r t m e n t  c o n t r i b u t e d  in n u m e r o u s  w a y s  to  oil 
s p i l l  r e s p o n s e .  T h e  D e p a r t m e n t  a s s i s t e d  in p r o v i d i n g  s e r v i c e s  for 
t e m p o r a r y  c a m p g r o u n d s ,  ke p t  t h e  w a t e r  a n d  s e w e r  f u n c t i o n i n g  u n d e r  
u n p r e c e d e n t e d  d e m a n d ,  manag. , t h e  c o l l e c t i o n  a n d  d i s p o s a l  o f  s o l i d  
w a s t e  f o u r  t o  fi v e  t i m e s  t h e  n o r m a l  v o l u m e ,  a n d  p r o v i d e d  s u p p o r t  
for t h e  w i d e  r a n g e  of  s e r v i c e s  p r o v i d e d  b y  t h e  City. T h e r e  w a s  
s o m e  t u r n o v e r  in s t a f f  w h i c h  c a n  be a t t r i b u t e d  t o  o i l  s p i l l  r e l a t e d  
o p p o r t u n i t i e s ,  b u t  t h e  D e p a r t m e n t  h a s  l a r g e l y  b e e n  s u c c e s s f u l  in 
f i n d i n g  q u a l i f i e d  r e p l a c e m e n t  p e r s o n n e l .

T h e  i n s t a l l a t i o n  a n d  u s e  of  t h e  C H I E F  s o f t w a r e  s y s t e m  h a s  g r e a t l y  
a s s i s t e d  in k e e p i n g  t r a c k  of w o r k  o r d e r s  b y  t h e  B u i l d i n g s  a n d  
G r o u n d s  s e c t i o n  o f  t h e  D e p a r t m e n t .

T h e  D e p a r t m e n t  w a s  c r i t i c i z e d  for its o v e r s i g h t  o f  t h e  l a w n  m a i n t e­
n a n c e  c o n t r a c t .  T h e  c r i t i c i s m  w a s  p r o v e n  u n w a r r a n t e d  b y  a h o r t i­
c u l t u r a l  expert, b u t  t h e  v o c i f e r o u s n e s s  o f  t h e  c r i t i c i s m  c o n t i n u e d  
u n a b a t e d .  T h i s  r e s p o n s i b i l i t y  w i l l  b e  t r a n s f e r r e d  c o  t h e  P a r k s  a n d  
R e c r e a t i o n  D e p a r t m e n t  f o r  o v e r s i g h t  so it c a n  b e  m a n a g e d  in c o n c e r t  
w i t h  t h e  C i t y  b e a u t i f i c a t i o n  p r o g r a m .  T h e  P a r k s  a n d  R e c r e a t i o n  
C o m m i s s i o n  w i l l  a l s o  p r o v i d e  an  a d d i t i o n a l  l e v e l  of a p p e a l  t o  
a d d r e s s  c o m p l a i n t s .

3 h a n d - h e l d  r a d i o s  
c o m p u t e r  u p g r a d e  s y s t e m  
h y p o t h e r m i a  b l a n k e t  s y s t e m  
1/2 t h e  c o s t  o f  t h e  L a b o r a t o r y  
e q u i p m e n t  for p r o c e s s i n g  C B C ' s

U l t r a s o u n d  M a c h i n e

T V ' s  f o r  p a t i e n t  r o o m s
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T h e  v e r y  w e t  D e c e m b e r  o f  1989 p r o v e d  t o  b e  q u i t e  a t e s t  f o r  the 
s n o w  r e m o v a l  f o r c e s  of t h e  D e p a r t m e n t .  T h e  c r e w s  w e r e  c h a l l e n g e d  
a n d  a f e w  r o u g h  e d g e s  w e r e  s m o o t h e d ,  b u t  on  the w h o l e  the s n o w  c r e w  
r e s p o n d e d  well.

I n i t i a l  w o r k  w a s  b e g u n  t o  b r i n g  t h e  C i t y ' s  s a n i t a r y  l a n d f i l l  into 
c o m p l i a n c e  w i t h  D e p a r t m e n t  of E n v i r o n m e n t a l  C o n s e r v a t i o n  s t a n d a r d s .  
I m p r o v e m e n t s  in l a n d f i l l  o p e r a t i o n s ,  i n c l u d i n g  c o n t r o l l e d  access, 
i n c r e a s e d  a t t e n d a n t  c o v e r a g e ,  a n d  i m p r o v e d  l i t t e r  c o n t r o l  h a v e  al s o  
b e e n  i n s t i t u t e d .  A n a l y s i s  o f  the e x i s t i n g  l a n d f i l l  site, f o c u s i n g  
p r i m a r i l y  o n  p r o b l e m s  a t t r i b u t a b l e  to a h i g h  w a t e r  table, w a s  c o n­
d u c t e d  b y  t h e  e n v i r o n m e n t a l  e n g i n e e r i n g  f i r m  o f  H a r t  C r o w s e r .

PORTS/HARBOR
N o  a r e a  of  C i t y  o p e r a t i o n s  w a s  m o r e  s e v e r e l y  i m p a c t e d  b y  t h e  oil 
s p i l l  r e s p o n s e  t h a n  o u r  ports, docks, harbor, a n d  a i r p o r t .  T h e  
V a l d e z  C o n t a i n e r  T e r m i n a l  w a s  a v a l u a b l e  a s s e t  s h a r e d  w i t h  E x x o n  
a n d  i t s  s u b c o n t r a c t o r s .  It p r o v i d e d  s t a g i n g  area, s t o r a g e  space, 
a n d  f l e x i b l e  d o c k  f a c i l i t i e s  to s u p p o r t  t h e  a r m a d a  o f  barges, 
s hips, f l otels, a n d  b o a t s  u s e d  t o  c l e a n  up  o i l  a n d  s u p p o r t  the 
e f f o r t .  T h e  O l d  C i t y  D o c k  a l s o  w a s  u s e d  in v a r i o u s  w a y s  t o  s e r v i c e  
v e s s e l s  a n d  p r o v i d e  m o o r a g e  f o r  t h e  H o t e l  S h i p  P r i n c e  G e o r g e ,  a l o n g  
w i t h  its n o r m a l  f u n c t i o n  of s e r v i c i n g  s o m e  f i s h i n g  b o a t s  a n d  p r o­
v i d i n g  m o o r a g e  for A l a s k a  s t a t e  f e r r i e s  a n d  a t o u r  ship.

T h e  b o a t  h a r b o r  a l s o  s e r v e d  as a n e r v e  c e n t e r  f o r  oil s p i l l  c l e a n u p  
o p e r a t i o n s .  C l e a n u p  v e s s e l s  a n d  c r e w  b o a t s  w e r e  d i s p a t c h e d  fr o m  
t h e  h a r b o r  a n d  t h e  f a c i l i t i e s  o p e r a t e d  a t  full c a p a c i t y  a l l  s u m m e r  
long. T h e  h a r b o r  o p e r a t e d  e x t e n d e d  h o u r s  a n d  g e n e r a t e d  e n o u g h  
r e v e n u e  t o  p a y  f o r  its o p e r a t i o n  t h i s  year.

T h e  a i r p o r t  w a s  i n c r e d i b l y  b u s y  t h i s  y e a r  in s u p p o r t i n g  a i r c r a f t  
a c t i v i t y  a n d  p r o v i d i n g  o f f i c e  s p a c e  in t h e  t e r m i n a l .  N o r m a l  f l i g h t  
o p e r a t i o n s  o f  12 p e r  d a y  r o s e  to a n  a v e r a g e  e x c e e d i n g  300 o p e r a­
t i o n s  p e r  day. A  p o r t i o n  of t h e  a i r p o r t  r o o f  w a s  t o r n  o f f  b y  h i g h  
w i n d s  o n  d a y  f o u r  o f  t h e  oil spill. T h i s  r e q u i r e d  i m m e d i a t e  r e­
pai r .  O t h e r ,  l o n g  o v e r d u e ,  m a i n t e n a n c e  and r e p a i r  w e r e  n e e d e d  as 
o u r  b u i l d i n g  r e c e i v e d  s o m e  use.

T h i s  r e p o r t  of a c t i v i t i e s  by the C i t y  V a l d e z  a n d  its d e d i c a t e d  
e m p l o y e e s  is, h e r e b y ,  r e s p e c t f u l l y  s u b m i t t e d .
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S T A T E  OF A L A S K A  1990 - 1 6 T H  L E G I S L A T U R E  
S E C O N D  S E S S I O N  

F I S C A L  N O T E

B i l l  N u m b e r :  S p o n s o r  S u b s t i t u t e  for S e n a t e  B i l l  359

T i t l e :  "An A c t  r e l a t i n g  to m u n i c i p a l  a s s i s t a n c e :  oil s p i l l s "

W h i l e  this b i l l  w i l l  ha v e  a s p e c i f i c  f i s c a l  i m p a c t  u p o n  the 
d e p a r t m e n t ,  the im p a c t  wi l l  o c c u r  o n l y  if the r e l e a s e  of o i l  or 
o t h e r  h a z a r d o u s  s u b s t a n c e  t r i g g e r s  the o p e r a t i o n  of the fund. 
B e c a u s e  of the c o n d i t i o n a l  n a t u r e  o f  th i s  i m p a c t ,  no f i s c a l  
i m p a c t  is i n d i c a t e d  in a s p e c i f i c  f i s c a l  year. It w o u l d  be the 
i n t e n t i o n  of the d e p a r t m e n t  to ta k e  f u n d i n g  f o r  t h e s e  p o s i t i o n s  
f r o m  the fund itself o n c e  the fund b e c a m e  o p e r a t i o n a l .  The 
a n t i c i p a t e d  im p a c t  w o u l d  i n c l u d e  p o s i t i o n s  a n d  f u n d s  to m a n a g e  
the o p e r a t i o n  of the g r a n t  p r o g r a m .



W. Men*: Try lo r . Sor-w:. 'lanvgerWednesday, fsb rsa ry  ’ 930
The intent of my testimony today >: to c fy acfio"!S taker by !■:<;

last spring to assist the municipal and .'ill age gfr/ernmaRt-fi ar.zlt'.ss that may 

have been imparted b y  the :>:;<cr Valcez o i l  s p m .  • h zva b e e n  i n  cnurge of 

Ccrmuni ty Liaison activities sines April ;. .'.-S9, and I would be glacj to answer 

any questions you have on this subject, either curing, or after my remarks this 

mo r ning.

Within a few days of the spill, we recognized the emergency situation crsazed 

for the municipalities that would bs impacted by the advancing oil. We also 

recognized that the impact on each community would be different, depending cn 

the location of that community and the status and diversity of the local 

economy, so that our approach to helping each community would bo different and 

should be responsive to the community’s uninua circumstances.

Our objective then was straight forward and easily stated. It was to help the 

individual communities by working with their leadership in determining their 

immediate and longer term concerns rr.d then to seek apprcpriats and realistic 

solutions.

In order to address these problems 1 r. a responsible manner, we rapidly mobilized 

a community liaison group to be located in the major affected communities and to 

be, in effect, the ombudsman for the community. We established community 

liaison presence in all of the m a j o r  affected communities within a few days and 

had established full time representatives m  Cordova, Valdez, Seward, Homer and
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crit:c ' resources. assistir.c in the prtcr’t'Siiog or the = ■- r.oads in:- h-iping

them prepare for the influx of peooie ar.r; equipment..

On about May !5!.h. we heard about fhs forest :-o:s ?f the Coiuse 'Oiled Mayors

Subcommittee" of the Alaska Confer-src- ■:*' Mayors- We -iv:t hsarc uDcoit cms 

organization when they crstei* tea '.:s wth ; proposed expense reimbursement 

agreement, in which they wanted -jz to advance them money based on their estimate o f eligible expenses. to be spent ‘or any purpose that "would net have been 

incurred but for the oil spill." Early -.r. Apri'•, we had entered Into Memoranda 

of Agreement with both the Kenai Peninsula Borough and the Kodiak Island Sorough 

to reimburse expenditures fo r spill response activities, inducing boom 

deployment, spill tracking and reconnaissance, beach surveillance and baseline 

information. Therefore, the ccncept of advances or of entering into 

reimbursement agreements was not a new or objectionable approach to us.

After we analyzed the proposed agreement, however, we concluded the wording was 

too genetv 1 and lacked a reasonable and fair role for Exxon. In essence, it 

called for us to advance funds without having any input or knowledge aoout the 

types of expenses that might be involved. We, therefore, counter-proposed an 

agreement and attempted to enter into negotiations to ccme up with an acceptable 

compromise. I won’t go into the details of our negotiations but the May' s 

group had three major issues that they considered critical to the negoti. ions. 

They were: 1) a definition of the type of expenses that Exxon is willing to 

reimburse, 2) acceptance by Exxon of the concept of advance funding and, 3) the 

reimbursement of straight-time pay for the portion regular employees time 

that is spent on the oil spill.



. . -  wi ra. U\*: C it woJ-; be ts Our

“ •*1 --19 -  'w' S - j r g - ' . ' a f l t ,  1:10 i u 'V i f i C H , t h a t  C h ;; C C I 1 *  j.j* ,» a s
approp^ts H r  us to as pay ?r.c for .atbcr .tftan Uavi-.g that ;c a id ter 
Jotsrhinatio't. On tha otrer :i3,ni. the /iayar's Cubccmmittee want-a advance 

funding wlch at 'e-- the 'o ,:a' datsrnirjati.jn o t ;cs&1fUu:e expenditures of 
the,:* fund* to u* u.'dor i'.hsir aosolcte cortrcl. fn-: cnsdQ Teenier:: on m e  

prccs-Jurs re be m:-c f?- advances :„rr«n cut to be the Tracoi.c* 1 able difference 

that terminated our nogotia:'one witn the Suoconmitts.r, even chough we had 

reachsd ?. genaral '.or:sin:us on the major issues.

The net result was that June 24ch, we wrote each of the mayors and village 

cour.ci* ores 1 dent a, offering to reimburse or advance funds under the criteria 

that had been set forth in our latest proposal to the' Succoiwrnttae. I have 

attached copies of that letter and proposal to my written testimony for your 

information. You will see that we addressed the three major issues both in the 

letter and in the agreement.

Both prior to and sir.ee that time, we have attempted to advance or reimburse 

funds to the affected communities for all reasonable and necessary Incremental 

expenses crested by the oil spill. In fact, for expenses incurred prior to June 

14th. while tiie guide!loss wars being defined in our negotiations, we reimbursed 

the communities for any reasonable expense they submitted, even if it was in one 

of the categories that we specifically excluded ir> our June 14th letter. We



Ths ■■'isul*: i; tr*; ■-? spun:: over i*:H zr- our various cssnaunuy ass*, stance
zrzzr:subs during !S3r. Th5s mcludev scv-arccs of over 5*«*1, reimbursements of 

3 nĉ h-=>' £SM, abcur. jlM iper.t on cu>* CsiuT.uni cy -mplcyment Assi-canes Program, 

provision of conventional food arc 1 i..u of che villages Tat?tier; and 

Chsneca) and assistance -n che col’ertton -:r;d transportation of over ICC 

Thousand pounds of suits • arcs food to 10 native / * 11 ages. We also spent over 

S 1M on a winter monitoring and d 1 screti oniry clean-op program which al low a a each 

c* 16 cor-nuni<;• 2 3 to determine, for thamssl^es, wr.ether any cies*i-up of their 

local shorelines -/as warranted this winter and to do what tney felt necessary.

As I understand it, one of the specific Items your Committee wanted to know is 

what we did and did not reimburse ur.aar our guidelines.

The agreement I have attached is, as I mentioned, the basic guideline we have 

used to evaluate whether it was appropriate, or not appropriate, to reimburse. 

Paragraph 2 of that proposc-d agreement summarizes this. It defines reimbursable 

costs as those costs either;

1. "incremental to normal local government operations such as overtime, 
temporary personnel, office equipment, office supplies, travel 
expenses, or other out-of-pocket expenditures which were directly 
related to the oil spill and,

2. straight-time pay for the portion of any regular employee’s time that 
can be specifically shown to result in incremental costs directly 
related to the oil spill



!. '’Cost: for services chat, merely duplicate the activities of Sxxun or 
its contractors.

2. Costs for environmental, socioeconomic, aer.za'i health, cr other bread 
studies of a similar nature.

? .  Costs *or advertisinu nr  p ub l i c  relations prograas.
4. Coots for attorneys.’’

! should note that Cxxon gave SvM to tha Alaska Visitors Association and 51.2M 

to the Alaska Seafood Marketing Association, neither of which are included in

any of my numbers. This Vias the ;rai'i reason v.o s i n  ne t  t h i n k  it appropriate to

rsimbars® costs of advertising cr puclic relations to the individual 

communities. One ether cost ! should mention is damage assessment expenses. 

Although it was not covered in paragraph 2 of the proposed agreement, paragraph 

I makes it clear that damage assessment expenses also would not os reimbursed, 

since those expenses would be covered by the NRQA Trustees Fund to which we are 

providing S15M.

The emergency situation which we faced last year is now behind us. We will be 

reviewing and working with the communities to access whatever residual impacts 

may still exist and the appropriate responses. However, the situation is such 

that the needs are anticipated to be considerably less than last year.

I would be glad to answer any questions you have regarding our community 

assistance activities.

407LEGI.WMT



E ^ O N  COMPANY U.S.A.
POST OFFICE tOX  070 • VAl£tZ, ALASKA 70

June 14, 1989

Dear Mayor____________ :
At the meeting on June 12, 1989 w ith  the rep re sen ta t iv e s  o f  the O i l 
S p i l l  Subcommittee of th e  A la ska  Conference o f Mayors, Exxon 
p resen ted  a proposal f o r  c o n s id e r a t io n .  A f te r  a thorough rev iew of 
Exxons p roposa l ,  i t  was d e c id ed  by the Mayor's r e p r e s e n ta t i v e s  th a t  
th e re  were s t i l l  a reas o f  d i f f e r e n c e  t h a t  made i t  u n l i k e l y  th a t  an 
agreement th a t  would be a c c ep ta b le  to  a l l  Mayors was c lo s e  a t  hand.
Exxon s t a t e d  a t  the meet ing t h a t  we were w i l l i n g  to  opera te  under 
the  g en e ra l  g u id e l i n e s  o f  our proposa l in  the absence o f a formal 
agreement. Our proposa l add re s sed  the th ree  major i s s u e s  t h a t  the 
Mayor's cons ide red  c r i t i c a l  to  the n ego t ia t io n s ,  namely:

1) A d e f i n i t i o n  o f  th e  type o f expenses th a t  Exxon i s  
w i l l i n g  to  re im bu rse ,

2 acceptance by Exxon o f  the concept of advance fund ing , 
and

3) the reimbursement o f  s t r a i g h t  t ime pay fo r  th e  po r t ion  of 
r e g u la r  emp loyee 's  t ime th a t  i s  incremental to  th e  o i l  
s p i l l .

To fo l lo w  up on those ** . . i t s ,  we are a t ta ch ing  a copy of our
proposed agreement so t ;  . understand our c r i t e r i a  fo r  advance
fund ing  and reimbursement. We w i l l  accep t invo ice s e i t h e r  through
our l o c a l  Community L i a i s o n  r e p r e s e n ta t i v e  ______________ or
__________________  a t  the Exxon Command Center a t
  o r  d i r e c t l y  to  me a t ay Valdez add re ss .
Advance fund ing w i l l  a l s o  be cons ide red  based on app rop r ia te  
j u s t i f i c a t i o n  as more f u l l y  d e s c r ib e d  be lo v  and in the agreement.
The e s s e n t i a l  ope ra t ing  e lemen ts  are summarized below w i th  
r e f e r e n c e s  to  the app rop r ia te  paragraph o f the a t tached Expense 
Reimbursement Agreement:
o The l o c a l  Government may submit in vo ic e s  to  Exxon fo r  

in c remen ta l  c o s t s  t o  normal Local Government ope ra t ion s  
a long w ith  app rop r ia te  documentat ion. Exxon r e s e r v e s  the 
r i g h t  to l im i t  payment o f  any in vo ic e .

* oixiato* Of iuon co**o«*no*i



REFERRALS TO ATTACHED AGREEMENT:
+ Para. 1, page 1 exc ludes "damage assessment expenses".
+ Para. 2, page 1, second paragraph desc r ibe s  s p e c i f i c a l l yde f ined  "re imbursab le cos ts"
+ Para. 2, page 2 ,  second paragraph s t a r t i n g  w i th"Although" d e s c r ib e s  expenses Exxon does not p re sen t ly  contemplate re imburs ing .
+ Para. 3, page 2, f i r s t  paragraph de sc r ib e s  how Exxon w i l lrespond to  in vo ic e s  submitted.

o I t  shou ld be understood th a t  any invo ice  we pay w i l l  not be
in c lu d ed  in  any fu t u r e  c la im and th a t  any equipment paid for 
by Exxon w i l l  become Exxon's property .
REFER TO:
+ Para. 5, page 3, l a s t  three l i n e s .
+ Para 3, page 2 ,  l a s t  four l i n e s .

o I f  a Local Government i s  prepared to  prov ide appropriate
j u s t i f i c a t i o n ,  we w i l l  attempt to reach agreement to  descr ibe  the s e r v i c e s  and amounts invo lved in  some w r i t ten  form, and 
make advances on the agreed amounts.
REFER TO:
+ Para. 4, page 2 and 3.

As s t a t e d  above, we are w i l l i n g  to work w ith the va r iou s  LocalGovernments to reimburse documented incrementa l cos ts  d i r e c t l y  
r e l a t e d  to  the s p i l l  and make appropria te advances where j u s t i f i e d .  
We are prepared to be respons ive  to your needs and m i t ig a te  cash 
f low  problems caused by the s p i l l .  We need your help to  provide 
a p p ro p r ia t e ly  d e t a i l e d  documentation so th a t  we can accomplish tha t 
o b j e c t i v e .

S in ce re ly ,

it

Monte Tay lorCommunity L ia ison Manager 
c/o Exxon Command Center 
P. 0. Box 670 Valde2 , Alaska 99686
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L O C A L  G O V E R N M E N T S - E X X O N  S H I P P I N G  C O M P A N Y  
E X P E N S E  R E I M B U R S E M E N T  A G R E E M E N T

THIS AGREEMENT is b e twe en Exxon C o m p a n y  U . S . A .  (a 
d i v i s i o n  of Exxon C o r p o r a t i o n )  as c o n t r a c t o r  for Exxon S h i p p i n g  
C o m p a n y  (hereinafter r e f e r r e d  to c o l l e c t i v e l y  as " E x x o n " ) , a n d  the 
f o l l o w i n g  local g o v e r n m e n t s  a n d  v i l l a g e  entities:

City o f  Cordova, A l a s k a  
City o f  Homer, A l a s k a  
City o f  Kenai, A l a s k a  
City o f  Kodiak, A l a s k a  

Larsen Bay T r i b a l  Council, A l a s k a  
P o r t  Graham, A l a s k a  

City o f  S a n d  Point, A l a s k a  
City o f  Seldovia, A l a s k a  
City o f  Seward, A l a s k a  
City o f  Valdez, A l a s k a  

City o f  Whittier, A l a s k a  
A l e u t i a n s  E a s t  Borough, A l a s k a  
Kenai P e n i n s u l a  Borough, A l a s k a  
Kodiak I s l a n d  Borough, A l a s k a  

Lake 4 P e n i n s u l a  Borough, A l a s k a

1. A n y  local g o v e r n m e n t  o r  v i l l a g e  e n t i t y  w h i c h  is
s i g n a t o r y  to  t h i s  a g r e e m e n t  ( h e r e i n a f t e r  r e f e r r e d  to a s  " L o c a l  
G o v e r n m e n t "  or c o l l e c t i v e l y  a s  " L o c a l  G o v e r n m e n t s " )  m a y  s u b m i t  
i n v o i c e s  to E x x o n  a s  the L o c a l  G o v e r n m e n t  i n c u r s  e x p e n s e s ,  d e b t s ,  
o r  o b l i g a t i o n s  o f  a n y  t y p e ,  e x c e p t  d a m a g e  a s s e s s m e n t  e x p e n s e s
( c o l l e c t i v e l y  " i n v o i c e s " )  d u e  t o  t h e  o i l  s p i l l  f r o m  the M / V  E X X O N  

V A L D E Z .

2. E a c h  L o c a l  G o v e r n m e n t  m a y  s u b m i t  i n v o i c e s  t o  E x x o n
f o r  d i r e c t  r e i m b u r s e m e n t .  S u b j e c t  to t h e  t e r m s  o f  t h i s  a g r e e m e n t ,
i n v o i c e s  w i l l  b e  r e i m b u r s a b l e  a s  d e f i n e d  in t h e  n e x t  p a r a g r a p h .

" R e i m b u r s a b l e  costs" are s p e c i f i c a l l y  d e f i n e d  as those c o s t s  (1) 
i n c r e m e n t a l  to normal Local G o v e r n m e n t  o p e r a t i o n s  such as o v e r t i m e ,  
t e m p o r a r y  personnel, o f f i c e  equipment, o f f i c e  supplies, t r a v e l  
e x p e n s e s ,  or other out of p o c k e t  e x p e n d i t u r e s  w h i c h  were d i r e c t l y  
r e l a t e d  to the oil spill a n d  (2) s t r a i g h t  time p a y  for the p o r t i o n  
of a n y  regular employees t i m e  that c a n  be s p e c i f i c a l l y  s h o w n  to 
r e s u l t  in incremental c o s t s  d i r e c t l y  r e lated to the oil spill.
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O t h e r  c o s t s  w i l l  be a d v a n c e d  o r  r e im b u r s e d  p u r s u a n t  to  p a r a g r a p h  
f o u r  o f  t h e  A g re e m e n t .

A lt h o u g h  th e  p a r t i e s  h ave  a g r e e d  to  d i s c u s s  a n y  ite m  o f  e x p e n s e ,  
E x x o n  d o e s  n o t  p r e s e n t l y  c o n t e m p la te  r e im b u r s in g  L o c a l  G o v e rn m e n ts  
f o r  th e  f o l l o w in g  t y p e s  o f  e x p e n s e s :  1 ) c o s t s  f o r  s e r v i c e s  t h a t  
m e r e ly  d u p l i c a t e  th e  a c t i v i t i e s  o f  E x x o n  o r  i t s  c o n t r a c t o r s ,  2) 
c o s t s  f o r  e n v i r o n m e n t a l ,  s o c io e c o n o m ic ,  m e n t a l  h e a l t h  o r  o t h e r  
b ro a d  s t u d i e s  o f  a s i m i l a r  n a t u r e ,  3) c o s t s  f o r  a d v e r t i s i n g  o r  
p u b l i c  r e l a t i o n s  p ro g ra m s , o r  4 ) c o s t s  o f  a t t o r n e y s .

T h e  L o c a l  G o v e rn m e n ts  u se  a v a r i e t y  o f  a c c o u n t in g  s y s te m s  a n d  t h i s  
A g re e m e n t i s  n o t  in te n d e d  t o  im p o se  o r  r e q u i r e  c h a n g e s  t o  t h o s e  
s y s t e m s .  I f  t h e  L o c a l  G o v e rn m e n t i s  c u r r e n t l y  u s in g  an  a c c o u n t in g  
s y s te m  t h a t  p r o v id e s  f o r  t h e  c h a r g in g  o f  l o c a l  g o v e rn m e n t p a y r o l l ,  
and  o t h e r  e x p e n s e s  to  c a p i t a l  o r  g r a n t  p r o j e c t s  ( f o r  e x a m p le , S t a t e  
o f  A la s k a  c a p i t a l  im p ro ve m e n t g r a n t  p r o j e c t s )  , t h e  L o c a l  G o v e rn m e n t  
may u s e  t h a t  s y s te m  f o r  r e c o r d  k e e p in g .  E a c h  L o c a l  G o v e rn m e n t 
s h a l l  p r o v id e  E x x o n  m o n t h ly ,  a lo n g  w i t h  i t s  i n v o i c e ( s ) ,  
d o c u m e n ta t io n  ( i n c l u d in g  b u t  n o t  l i m i t e d  t o )  s u m m a r ie s  o f  e x p e n s e s  
f o r  w h ic h  re im b u rs e m e n t  i s  s o u g h t  p l u s  c o p ie s  o f  p a y r o l l  su m m ary  
s h e e t s  b a c k e d  up by t im e  r e c o r d s ,  and  i n v o i c e s  f o r  t h i r d  p a r t y  
s e r v i c e s  and  s u p p l i e s .  E a c h  L o c a l  g o v e rn m e n t  and  E x x o n  w i l l  
a t t e m p t  t o  a g r e e  on a n y  f u r t h e r  s u p p o r t in g  d o c u m e n ta t io n  n e e d e d  t o  
s u b s t a n t i a t e  e x p e n s e s  s u b m it t e d  b y  a  L o c a l  G o v e rn m e n t .

3 .  E x x o n  a g re e s  t h a t  i t  w i l l  w i t h i n  t h i r t y  ( 3 0 )  d a y s  
fro m  t h e  d a te  E x x o n  r e c e i v e s  a n  i n v o i c e  fro m  t h e  L o c a l  G o v e rn m e n t , 
e i t h e r :  a ) r e im b u r s e  th e  L o c a l  G o v e rn m e n t o r  b ) n o t i f y  t h e  L o c a l  
G o v e rn m e n t t h a t  E x x o n  w i l l  n o t  p a y  t h e  i n v o i c e  i n  w h o le  o r  i n  p a r t .  
E a c h  L o c a l  G o v e rn m e n t r e s e r v e s  t h e  r i g h t  t o  a s s e r t  a c la im  a g a i n s t  
E x x o n  f o r  a n y  p o r t io n  o f  an  i n v o i c e  t h a t  E x x o n  d e c l i n e s  to  p a y .  A n y  
e q u ip m e n t , s u p p l i e s ,  o r  o t h e r  a s s e t s  p a id  f o r  b y  E x x o n , d i r e c t l y  
o r  b y  w ay  o f  r e im b u rs e m e n t , s h a l l  u n le s s  co n su m e d  i n  t h e  o p e r a t io n  
b e  t u r n e d  o v e r  t o  E x x o n  u p o n  t h e  t e r m i n a t io n  o f  t h i s  A g re e m e n t .

4 .  A t  s u c h  t im e  a s  a L o c a l  G o v e rn m e n t  i s  p r e p a r e d  t o  
p r o v id e  j u s t i f i c a t i o n  on t h e  n e e d , s c o p e ,  a n d  am o u n t o f  e x p e n s e s  
and  s e r v i c e s  ( h e r e i n a f t e r  c o l l e c t i v e l y  r e f e r r e d  t o  a s  S e r v i c e s ) , 
E x x o n  an d  s u c h  L o c a l  G o v e rn m e n t w i l l  t h e n  a t t e m p t  t c  r e a c h  
a g re e m e n t  on sv .ch  S e r v i c e s  a n d  i f  s u c c e s s f u l  w i l l  i n c o r p o r a t e  an  
i n i t i a l  l i s t  a  t h e  a g re e d  u p o n  S e r v i c e s  a lo n g  w i t h  th e  a g re e d  upon 
maximum m o n th ly  am ount ( l i m i t )  f o r  e a c h  a s  A t t a c h m e n t  "A " t o  t h i s  
A g re e m e n t . A t ta c h m e n t  "A " m ay a l s o  c o n t a in  t h e  c o s t  o f  a g re e d  upon 
S e r v i c e s  a l r e a d y  in c u r r e d  b y  e a c h  L o c a l  G o v e rn m e n t . S h o u ld  a  L o c a l  
G o v e rn m e n t  and  E x x o n  s u b s e q u e n t ly  a g r e e  up o n  a new l i s t  o f  
S e r v i c e s ,  t h e y  w i l l  e x e c u t e  a r e v i s e d  A t t a c h m e n t  "A " t o  be
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in c o r p o r a t e d  i n t o  t h i s  A g re e m e n t . O nce  a L o c a l  G o v e rn m e n t and 
E x x o n  h a v e  re a c h e d  s u c h  an  a g re e m e n t  and  in c o r p o r a t e d  an A t t a c h m e n t  
"A "  t o  t h i s  A g re e m e n t , E x x o n  a g r e e s  t h a t ,  upon w r i t t e n  r e q u e s t ,  i t  
w i l l  a d v a n c e  fu n d s  t o  s u c h  L o c a l  G o v e rn m e n t f o r  t h e  a g re e d  upon 
e s t im a t e d  c o s t  o f  a n t i c i p a t e d  S e r v i c e s  f o r  t h e  u p co m in g  m onth 
s u b j e c t  to  r e f u n d  a s  s p e c i f i e d  b e lo w . E a c h  L o c a l  G o v e rn m e n t s h a l l  
a c c o u n t  m o n th ly  f o r  a l l  a d v a n c e  fu n d in g  b y  p r o v id in g  s p e c i f i c  
i n v o i c e s  and d o c u m e n ta t io n . A n y  a d v a n c e  fu n d s  n o t  u se d  f o r  a g re e d  
upon S e r v i c e s  and  o n ly  t o  th e  e x t e n t  o f  t h e  a g re e d  A t ta c h m e n t  HA n 
l i m i t  f o r  e a c h  su c h  S e r v i c e  s h a l l  be c r e d i t e d  to  t h e  f o l l o w in g  
m o n th 's  a d v a n c e  fu n d in g ,  o r ,  t o  th e  e x t e n t  s u c h  s u r p lu s  fu n d in g  
e x c e e d s  th e  am ount n e c e s s a r y  f o r  t h e  f o l l o w in g  m o n th 's  a d v a n c e  
fu n d in g  f o r  e a c h  su c h  S e r v i c e ,  s h a l l  be  r e p a id  t o  i x x o n .

5 .  By e n t e r in g  i n t o  t h i s  a g re e m e n t , t h e  L o c a l  
G o v e rn m e n ts  do n o t  w a iv e ,  r e l e a s e  o r  a c k n o w le d g e  s a t i s f a c t i o n  o f  
a n y  c l a im  o r  c a u s e  o f  a c t io n  t h e y  may h a v e  a g a in s t  E x x o n  o r  a n y  
o t h e r  p a r t y  f o r  dam ages o r  c o s t s  a t t r i b u t a b l e  t o  t h e  o i l  s p i l l  fro m  
t h e  M/V EXXON V A LD EZ . T h e  L o c a l  G o v e rn m e n ts  s p e c i f i c a l l y  r e s e r v e  
th e  r i g h t  to  b r in g  a n y  a c t io n  t h e y  may h a v e  a g a in s t  E x x o n  o r  o t h e r  
p a r t y .  The  L o c a l  G o v e rn m e n ts  a g r e e  t h a t  t h e y  w i l l  n o t  in c lu d e  a n y  
i n v o i c e  p a id  b y  E x x o n  u n d e r  t h i s  a g re e m e n t  a s  p a r t  o f  a n y  f u t u r e  
c l a im  o r  demand on E x x o n .

6 . B y  e n t e r in g  in t o  t h i s  a g re e m e n t , E x x o n  d o e s  n o t  a d m it  
a n y  v i o l a t i o n  o f  la w  n o r  d o e s  i t  a d m it  l i a b i l i t y  f o r  a n y  p e n a l t i e s ,  
c i v i l  a s s e s s m e n t s ,  d am ag es o r  c o s t s  a t t r i b u t a b l e  t o  t h e  M /V EXXON 
VALDEZ o i l  s p i l l  o r  o b l ig a t e  i t s e l f  t o  p a y  a n y  i n v o i c e s  s u b m it t e d  
b y  t h e  L o c a l  G o v e rn m e n ts . H o w e v e r , E x x o n  i s  o b l i g a t i n g  i t s e l f  t o  
p r o c e s s  a l l  s u c h  i n v o i c e s  s u b m it t e d  b y  e a c h  L o c a l  G o v e rn m e n t 
h e r e u n d e r  i n  a c c o r d a n c e  w i t h  t h i s  A g re e m e n t .

7 .  E a c h  L o c a l  G o v e rn m e n t a g r e e s  t h a t  E x x o n  may a u d i t  t h e  
L o c a l  G o v e rn m e n t 's  c o n t r a c t s ,  r e c o r d s  a n d  o t h e r  d o c u m e n ta t io n  
( i n c l u d i n g  t h o  L o c a l  G o v e rn m e n t‘s. v e n d o r s '  r e c o r d s  and  

d o c u m e n ta t io n )  a s s o c i a t e d  w i t h  a n y  e x p e n s e  o r  i n v o i c e  w h ic h  E x x o n  
r e im b u r s e s  t h e  L o c a l  G o v e rn m e n t . E a c h  L o c a l  G o v e rn m e n t a g r e e s  t o  
r e im b u r s e  E x x o n  f o r  a n y  o v e rp a y m e n t  made t o  s u c h  L o c a l  G o v e rn m e n t . 
E x x o n  a n d  e a c h  L o c a l  G o v e rn m e n t a g re e  t o  e xp e n d  t h e i r  b e s t  e f f o r t s  
t o  r e s o l v e  b y  m u tu a l a g re e m e n t  a n y  o v e rp a y m e n ts  made to  r e im b u r s e  
th e  L o c a l  G o v e rn m e n t 's  e x p e n s e s  t h a t  m ay be r e v e a le d  b y  a u d i t s  
c o n d u c te d  p u r s u a n t  t o  t h i s  p a r a g r a p h .

8 . I n  t h e  e v e n t  t h a t  a c o u r t  o r  o t h e r  j u d i c i a l  o r  
a d m i n i s t r a t i v e  body s h o u ld  d e t e r m in e  t h a t  E x x o n  w a s  n o t  l i a b l e  f o r  
a n y  p e n a l t i e s ,  c i v i l  a s s e s s m e n t s ,  d a m a g e s , o r  c o s t s  a t t r i b u t a b l e  
t o  th e  M/V EXXON VALDEZ o i l  s p i l l ,  E x x o n ' s  r i g h t  t o  r e c o v e r  fro m
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a L o c a l  G o v e rn m e n t fu n d s  p a id  p u r s u a n t  t o  t h i s  a g re e m e n t  s h a l l  be 
l i m i t e d  to  t h a t  s p e c i f i e d  i n  p a r a g r a p h  7 a b o v e .

9 .  T h i s  A g re e m e n t s h a l l  c o v e r  S e r v i c e s  n o t  a l r e a d y  
r e im b u r s e d  b y  E x x o n  t h a t  w e re  in c u r r e d  b e tw e e n  M arch  2 4 , 1989 and  
S e p te m b e r  3 0 , 1 9 8 9 , and  t h e r e a f t e r  on a m o n th ly  b a s i s  ( t e r m  o f  t h i s  
A g r e e m e n t ) , p r o v id e d  t h e  p a r t i e s  m u t u a l ly  a g r e e  s u c h  an  e x t e n s io n  
i s  n e c e s s a r y .  T h i s  A g re e m e n t w i l l  be i n t e r p r e t e d  u n d e r  t h e  la w s  
o f  t h e  S t a t e  o f  A l a s k a .  E x c l u s i v e  v e n u e  f o r  a n y  c l a im s  o r  d i s p u t e s  
a r i s i n g  u n d e r  t h i s  A g re e m e n t s h a l l  be a t  A n c h o r a g e , A l a s k a .

T h i s  A g re e m e n t r e p l a c e s  p r i o r  a g re e m e n ts  b e tw e e n  t h e  p a r t i e s  w i t h  
r e s p e c t  to  s u b m i t t a l  an d  p a y m e n t o f  e x p e n s e s  t h a t  a r e  t h e  s u b je c t  
o f  t h i s  A g re e m e n t , e x c e p t  to  t h e  e x t e n t  a f i n a l  a c c o u n t in g  h a s  n o t  
b e e n  made u n d e r  a n y  s u c h  a g re e m e n t . I n  t h e  e v e n t  a f i n a l  
a c c o u n t in g  h a s  n o t  b e e n  made u n d e r  a n y  s u c h  e x i s t i n g  a g re e m e n t , 
t h i s  A g re e m e n t s h a l l  o n ly  becom e e f f e c t i v e  a s  t o  s u c h  L o c a l  
G o v e rn m e n t  o n c e  a f i n a l  a c c o u n t in g  and  s e t t l e m e n t  u n d e r  s u c h  
e x i s t i n g  a g re e m e n t  h a s  o c c u r r e d .

T h i s  a g re e m e n t  m ay be e x e c u t e d  i n  c o u n t e r p a r t s ,  e a c h  o f  w h ic h  s h a l l  
b e  a n  o r i g i n a l ,  b u t  a l l  o f  w h ic h ,  when t a k e n  t o g e t h e r ,  s h a l l  
c o n s t i t u t e  o n e  a n d  t h e  sam e in s t r u m e n t .  T h i s  A g re e m e n t  s h a l l  b e  
e f f e c t i v e  a s  a s e p a r a t e  a g re e m e n t  b e tw e e n  E x x o n  an d  e a c h  L o c a l  
G o v e rn m e n t  t h a t  e x e c u t e s  i t  e v e n  i f  a l l  t h e  l i s t e d  L o c a l  
G o v e rn m e n ts  and  v i l l a g e  e n t i t i e s  do n o t  u l t i m a t e l y  a p p r o v e  i t .  
H o w e v e r , t h i s  A g re e m e n t  i s  n o t  in te n d e d  t o  b e n e f i t  o r  c r e a t e  a n y  
r i g h t s  i n  a n y  p e r s o n  o r  e n t i t y  n o t  a s i g n a t o r y  h e r e t o .

D a t e d :____________________________________  EXXON COMPANY U . S . A .  (a  d i v i s i o n  o f
E x x o n  C o r p o r a t io n )  a s  a  c o n t r a c t o r  
f o r  EXXON S H IP P IN G  COMPANY
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MEMORANDUM i 1

TO :  M a tt  J a m in  ' ;

FROM : A l l e n  F i e l d
i

DATE J F e b r u a r y  1 , 1990

r e  : R e t r o a c t i v e  A p p l i c a t io n  o f  & c i v i l  S t a t u t e t  T h e  w p p s

E x a m p le .

W h ile  th e  WPPS l i t i g a t i o n  w as in  p r o g r e s s ,  t h e  W a sh in g to n  
L e g i s l a t u r e ,  i n  1 9 0 5 , p a s s e d  an  am endm ent r a i s i n g  th e  s t a n d a r d  o f  
f a u l t  a p p lic a b le ?  t o  m u n ic ip a l  e n t i t i e s  and  o f f i c i a l s  f ro m  a 
n e g l ig e n c e  s t a n d a r d  t o  s c i e n t e r .  T h e  am endm ent, h o w e v e r , made no 
m e n t io n  o f  r e t r o a c t i v e  e f f e c t .  C o n s e q u e n t ly ,  a W a s h in g to n  f e d e r a l  ; 
d i s t r i c t  c o u r t  r u le d  t h e  s t a t u t e  (ROW s e c t .  P I . 2 0 ,4 3 0 ( 7 ) )  w as o n ly  
p r o s p e c t iv e  i n  a p p l i c a t i o n .  W it h in  tw o w e e k s , th o  l e g i s l a t u r e  
in t r o d u c e d  and l a t e r  p a s s e d  an  am endm ent m ak in g  t h a  s t a t u t e  
e x p l i c i t l y  r e t r o a c t i v e .  L e g i s l a t u r e  h i s t o r y  r e v e a le d  t h a t  t h e  s o le  
p u rp o s e  o f  t h a  am endm ent w as to  e f f e c t  t h e  i n s t a n t  l i t i g a t i o n  to  
p r o t e c t  l o c a l  r a t e p a y e r s .

T h e  W a sh in g to n  Suprem e C o u r t  in  r e l a t e d  l i t i g a t i o n  u p h e ld  t h e  
l e g i s l a t u r e ’s  a c t io n s  and th e  r e t r o a c t i v e  a p p l i c a t i o n  o f  t h e  
s t a t u t e  a g a in s t  a v a r i e t y  o f  c o n s t i t u t i o n a l  c h a l l e n g e s .  H aberm an 
v .  P u b l i c  P o w er S u p p I v  S y s te m . 744 P ,2 d  1032 (W ash . 1 9 8 7 ) .

i . Laufll, p,ra.tafitlan

N o t w ith s t a n d in g  t h a t  p l a i n t i f f s  and in t e r v e n e r s  la c k e d  s t a n d in g  to  
a s s e r t  t h i s  c la im  w i t h i n  th e  c o n t e x t  o f  t h e  p a r t i c u l a r  s t a t u t e ,  t h e  
o o u r t  h s ld  t h e r e  w as a r a t i o n a l  b a s i s  t o  t h e  l e g i s l a t u r e ’s

l

p a r



Memorandum
R e t r o a c t i v e  A p p l i c a t io n  
P a g e  2

p u rp o s e  and  t h e  s t a t u t e  w as a m eans r e a s o n a b ly  r e l a t e d  t o  t h i s  
p u r p o s e . T h e  c o u r t  e m p h a s iz e d  t h a t  "o u o h  a r a t i o n a l  b a s i s  f o r  a 
l e g i s l a t i v e  d e c i s io n  n eed  n o t  h a v e  a c t u a l l y  m o t iv a t e d  th e  
L e g i s l a t u r e ' s  d e c i s i o n . "  744 P . 2d a t  1 0 5 6 . U n d e r a r a t i o n a l  b a s i s  
t e s t  " a  s t a t u t o r y  c l a s s i f i c a t i o n  w i l l  be u p h e ld  i f  a n y  s t a t e  o f  
f a c t s  may r e a s o n a b ly  be c o n c e iv e d  to  s u b s t a n t i a t e  i t . "  I d .

F o r  s i m i l a r  r e a s o n s ,  t h e  c o u r t  r e j e c t e d  t h e  a rg u m e n t t h a t  th e  
s t a t u t e  v i o l a t e d  t h e  p r o h i b i t i o n  a g a in s t  s p e c i a l  l e g i s l a t i o n ,  W ash . 
C o n s t ,  a r t .  2 s e c t .  2 8 ( 1 7 ) .

2 . pug Pr.os.aaa
T h e  c o u r t  d id  n o t  e v o n  r e a c h  th a  m e r i t s  o f  t h e  i n t e r v e n o r s '  f e d e r a l  
and s t a t e  due p r o c e s s  c l a im s ,  h o ld in g  t h a t  c la im a n t s  had  n o t  f i r s t  
e s t a b l i s h e d  a l e g i t i m a t e  c la im  o f  e n t i t l e m e n t . U n d e r W a sh in g to n  
la w ,  s t a t u t o r y  t o r t  c l a im  r i g h t s  do n o t  v e s t  u n t i l  a f i n a l ,  
u n r o v io w a b le  ju d g e m e n t . Th e  i n t e r v e n o r s  had  no  c la im  o f  
e n t i t l e m e n t  to  t h e  p re -am e n d m e n t te rm s  a n d , t h e r e f o r e ,  th e  
r e t r o a o t i v e  a p p l i c a t i o n  o f  th e  s t a t u t e  d id  n o t  im p l i c a t e  an y  
i n t e r e s t  p r o t e c t e d  by  9 t a t e  o r  f e d e r a l  due p r o c e s s  g u a r a n t e e s .  
744 P .d  a t  1 0 5 8 .

3 .  s e p a r a t io n  o f - P o w ere

T h e  c o u r t  r u le d  t h a t  a s t a t u t e  w h ic h  p r e s c r i b e s  new r u l e s  to  be 
a p p l ie d  t o  p e n d in g  l i t i g a t i o n  d o e s  n o t  i n f r i n g e  upon a j u d i c i a l  
f u n c t io n  a n d , t h e r e f o r e ,  d o e s  n o t  v i o l a t e  t h e  s e p a r a t io n  o f  p o w e rs  
c l a u s e .  T h e  c o u r t  n o te d  t h a t  i t  d is a g r e e d  w i t h  t h e  f e d e r a l
d i s t r i c t  c o u r t ' s  i n i t i a l  r u l i n g  d is c u s s e d  s u p r a . 744 P . 2d a t  1058
n . l . «a
4 • o f  c p ntra .g .tg ,

Th e  c o n t r a c t s  c l a u s e  doe® n o t p r o h i b i t  g e n e r a l l y  s t a t e s  fro m
e n a c t in g  l e g i s l a t i o n  w i t h  r e t r o a c t i v e  e f f e c t s .  744 P . 2d a t  1 0 5 9 . 
M o re o v e r , t h e  n e g l ig e n c e  s t a n d a r d  o f  t h e  fo rm e r  s t a t u t e  w as n o t 
e x p r e s s l y  in c o r p o r a t e d  i n t o  t h e  bond c o n t r a c t .  T h e r e f o r e ;  th e  
am endm ent d id  n o t  u n c o n s t i t u t i o n a l l y  im p a i r  a n y  o f  t h e  p l a i n t i f f ' s  
c o n t r a c t u a l  r i g h t s .
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TESTIMONY OF OILED MAYORS BEFORE THE SENATE O IL  AND GAS COMMITTEEON SSSB  3 5 9 . FEBRUARY 1 , 1990MAYOR ROBERT BRODIE: GOOD AFTERNOON SENATOR PEARCE ANDMEMBERS OF THE COMMITTEE.THANK YOU FOR THE OPPORTUNITY TO BE HERE TODAY TO SPEAK WITH YOU ABOUT OUR LEGISLA TIVE CONCERNS. I  AM THE MAYOR OF THE C IT Y  OF KODIAK. WITH ME TODAY ARE SEVERAL MEMBERS OF THE ALASKA CONFERENCE OF MAYORS, AND IT S  OILED MAYORS SUBCOMMITTEE. LET ME FIR ST INTRODUCE MAYOR VAN BROCKLIN FROM CORDOVA IN PRINCE WILLIAM SOUND, AND MAYOR DON GILLMAN, FROM KENAI PENINSULA BOROUGH. WE ALSO HAVE AVAILABLE MEAD TREADWELL WHO I S  O IL  S P IL L  COORDINATOR FOR THE CITY OF CORDOVA, AND MATT JAMIN . AN ATTORNEY WORKING WITH THE OILED MAYORS TO ANSWER TECHNICAL QUESTIONS YOU MAY HAVE ABOUT SB 3 5 9, AND OUR POSITION ON I T .TO UNDERSTAND OUR P O SIT IO N , IT  IS  NECESSARY TO G IV E YOU A QUICK SYNOPSIS OF OUR PROBLEMS. THE OILED MAYORS HAVE LEEN MEETING SINCE ABOUT ONE MONTH AFTER THE EXXON VALDEZ O IL  S P IL L  LAST MARCH. THE PROBLEMS WE HAVE FACED HAVE BEEN COMMON; SO TOO HAVE BEEN OUR FRUSTRATIONS. I F  MY TESTIMONY OCCASIONALLY SEEMS HARSH, I  DO NOT DO SO INTENTIONALLY. WE ARE FRUSTRATED; OUR C IT IZ E N S  ARE FRUSTRATED.AS TO EXXON, WE WERE FIR ST  PRESENTED WITH A CORPORATE ACKNOWLEDGMENT OF IT S R E SP O N SIB ILIT Y  FOR THE CLEANUP. WE WERE PERHAPS TOO QUICK TO TRUST THAT PROMISE, FOR TOO SOON IT  WAS BROKEN. WE LEARNED ALMOST IMMEDIATELY THAT EXXON WAS MORE INTERESTED IN THROWING MONEY AT THE S P IL L  FOR THE B E N E FICIA L
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EFFECTS OF PUBLICITY THAN IT  WAS TO REALLY CLEAN UP THE ENVIRONMENT AND DEAL WITH THE ECONOMIC, SOCIAL AND PSYCHOLOGICAL EFFECTS OF THE S P IL L  WE EXPERIENCED.WE HAD FRUSTRATIONS AS WELL WITH THE STATE. THE LEGISLATURE AUTHORIZED $ 3 5 ,7 0 0 ,0 0 0  TO DEAL WITH THE S P IL L , BUT NONE WASEARMARKED FOR M U N IC IP A L IT IE S. WE HAVE TRIED TO GET MONEY RELEASED THROUGH THE DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS ANDTHROUGH THE DEPARTMENT OF ENVIRONMENTAL CONSERVATION, BUT IT  HAS BEEN A FIGHT AT EVERY JUNCTURE. WE DO NOT SAY THERE HAS BEEN BAD FAITH FROM THE STATE, BUT WE NEED A REGULATORY STRUCTURE IN PLACE TO DEAL WITH DISTRIBUTION OF FUNDS TO US IN A RESPONSIBLE AND RESPONSIVE MANNER.THE COSTS WE HAVE SUSTAINED, AND THE EFFECTS ON OURM U N ICIPA LITIES ARE RLAL. FOR EXAMPLE, CORDOVA SPENT $2 0 0 ,0 0 0  ON BOOM WITHOUT ANY IDEA WHERE THE MONEY WOULD COME TO PAY FOR I T . WE IN KODIAK EXPERIENCED A 600 % INCREASE IN MENTAL HEALTH SERVICE DEMAND. THESE ARE JU S T  REPRESENTATIVE. WE HAD SHORTAGES IN HOUSING, INADEQUATE DAY CARE, AND A FULL RANGE OF NEWINFRASTRUCTURE SERVICES WE HAD TO PROVIDE. PEOPLE AND VILLAGES WHOSE L IF E  DEPENDS ON SUBSISTENCE AND IT S  RELATED LIFESTYLE SAW WHAT CHIEF MEGANICK HAS CALLED THE DEATH OF THE WATER.ALMOST ALL OF US EXPERIENCED DECREASES IN OUR REVENUES. BY WAY OF EXAMPLE, OUR COMMUNITIES DEPEND ON RAW FISH TAX FOR FROM 25% TO 90 % OF THEIR REVENUES. CLOSED AND TRUNCATED SEASONS HAS MEANT WE CANNOT EXPECT THOSE REVENUES TO BE DISTRIBUTED THIS YEAR BASED ON LAST YEAR'S FISH REVENUES.THE BUSINESSES OF OUR CIT IZEN S —  THE B ASIS FOR OUR MUNICIPAL



ECONOMIES - -  WERE OFTEN DEVASTATED. FISHERMEN LOST ENTIRE SEASONS, BUSINESSES LOST NORMAL REVENUES, PROCESSORS HAD NO FISH  TO PROCESS. THE FALLOUT THROUGHOUT OUR COMMUNITIES WAS EXTREME. YOU MAY HEAR THAT THERE WERE "S P IL L IO N A IR E S " WHO MADE THE BIG VECO MONEY AND THE L IK E , AND THERE WERE SOME, BUT EVEN THAT APPARENT BENEFIT WAS OFTEN NEGATIVE: IT  MEANT SIG N IF IC A N T  DISPLACEMENTS WITHIN OUR ECONOMIES.WE DO NOT YET KNOW HOW THE REST OF THE WORLD NOW PERCEIVES THE QUALITY OF ALASKA FISH  PRODUCTS ON WHICH WE BASE OUR LIVELIH OO DS. WE DO KNOW ALREADY THAT THE FISH IN G WE WERE ABLE TO DO LAST YEAR -  -  BECAUSE IT  WAS OFTEN CLOSER TO THE STREAMS WHERE THEY SPAWN —  LED TO LOWER QUALITY F IS H , AND THAT MEANS LOWER P R IC E S . THOSE LOWER PRICES AFFECT OUR ECONOMIES AS EVERY LEVEL.EXXON TOLD US THEY HAD NO R ESP O N SIB ILIT Y FOR THOSE EFFECTS OF THE S P IL L , AND REFUSED TO HONOR THEIR COMMITMENT TO "MAKE US WHOLE." THOUGH WE ARE UNABLE EVEN NOW TO QUANTIFY THE LOSSES WE HAVE SUSTAINED BECAUSE THE FALLOUT I S  S T IL L  OCCURRING, WE CAN INFORM YOU THAT WE EXPECT LONG RANGE EFFECTS ON OUR INFRASTRUCTURES AS THEY ATTEMPT TO DEAL WITH THE EFFECTS OF THE S P IL L , AND THE EFFECTS OF THE CLEANUP.UNCERTAINTY WAS AND HAS BEEN THE NORM; TURMOIL WAS AND HAS EEEN THE NORM. OUR PEOPLE ASK: "WHERE IS  MY NEXT DOLLAR COMINGFROM? CAN I  MAKE MY BOAT PAYMENT? WILL I  BE ABLE TO PAY THE LIGHT B IL L ? WILL THE FISHERY BE CLOSED FOR ONE YEAR OR FOR FIVE YEARS?" ANSWERS WERE NOT CLEAR, AND ARE NOT CLEAR TO TH IS DAY.SO WE COME TO YOU FOR HELP. BEFORE YOU TODAY IS  SENATE B IL L  359 WHICH IS  ONE STEP TOWARD THE GOAL OF RECOGNIZING THE EXTRA —  AND UNFUNDED - -  COSTS THAT WE HAVE INCURRED AS C IT IE S  AND TOWNS.



L E T 'S  LOOK AT HOW IT  SOLVES SOME OF THE PROBLEMS WE HAVE EXPERIENCED.F IR S T , THE B IL L  WOULD PUT INTO PLACE A SYSTEM WHEREBY A MUNICIPALITY IN AN EMERGENCY WOULD HAVE THE FUNDS AVAILABLE TO MEET THE CHALLENGES WE HAVE EXPERIENCED. IT  CREATES A FUND OF $ 2 5 ,0 0 0 ,0 0 0  FROM THE NICKEL A EARREL SURCHARGE TO DEAL WITH THE SORT OF MUNICIPAL IMPACTS WE HAVE SUSTAINED, AND I  HAVE D ISCU SSED .SECOND, IT  C LA R IFIE S THAT ALL KINDS OF LOCAL GOVERNMENTS HAVE THE FULL RANGE OF POWERS NEEDED TO ADDRESS A DISCHARGF OF HAZARDOUS SUBSTANCE SUCH AS THAT WE HAVE ENCOUNTERED, AND TH ,T THEY MAY DO IT  BOTH WITHIN AND OUTSIDE OF THEIR BOUNDARIES.THIRD, IT  C LA R IFIE S THE STRICT L IA B IL IT Y  SECTION OF TITLE 46 TO MAKE IT  CLEAR THAT "ALL ECONOMIC DAMAGE" INCLUDES THE FULL RANGE OF COSTS WE HAVE SUSTAINED.FOURTH, IT  PROVIDES A STRUCTURE FOR QUICK ACCESS BYCOMMUNITIES TO THE STATE FUND CREATED LAST YEAR FOR "F IR S TRESPONSE" TO O IL  AND OTHER HAZARDOUS SUBSTANCE S P IL L S .WE WANT YOU TO KNOW THAT WE HAVE ATTEMPTED TO WORK CLOSELYWITH OTHER GROUPS, NOTABLY THE GOVERNOR'S O IL  S P IL L  COMMISSION AND THE ALASKA CONFERENCE OF MAYORS WHO SHARE OUR CONCERNS THROUGHOUT THE STATE ON THESE PROBLEMS.WE'D LIKE TO QUOTE FROM THE SUMMARY OF THE RECOMMENDATIONS FROM THE O IL  S P IL L  COMMISSION LAST MONTH. RECOMMENDATION 5 3 , RELATING TO LOCAL SERVICE IMPACT FUNDING PROVIDES AS FOLLOWS:"A DECLARATION OF EMERGENCY SHOULD TRIGGER THE A B IL IT Y  OF THE GOVERNOR OR OTHER APPROPRIATE O F F IC IA L S TO RELEASE FUNDS COLLECTED FROM STATE O IL  REVENUES TO COVER ALL IMPACT CO STS,



INCLUDING ECONOMIC MAINTENANCE PROGRAMS AND LOCAL IMPACTS WHICH BECOME AN EXTRA BURDEN ON LOCAL SE R V IC E S, WHETHER PROVIDED BY STATE OR LOCAL GOVERNMENT."THE COMMISSION WENT ON TO EXPLAIN THE REASONS FOR IT S RECOMMENDATIONS, WHICH WE POINT OUT OVERLAP ALMOST COMPLETELY WITH B IL L BEFORE THE COMMITTEE TODAY. THE COMMISSION SA ID :"IN D IR ECT GOVERNMENT SERVICE COSTS CAN BE AS IMPORTANT AS DIRECT S P IL L  EXPENDITURES IN MEETING A S P IL L  EMERGENCY. LOCAL GOVERNMENTS IN PARTICULAR WERE HARD HIT BY LACK OF FUNDING FOR INCREASED BURDENS WHICH HIT EVERYTHING FROM PHONE SERVICE TO MENTAL HEALTH DURING THE C R IS IS  FOLLOWING THE EXXON VALDEZ S P IL L . "WE'VE ATTACHED AS PART OF YOUR PACKET THE RESOLUTION PASSED BY THE ALASKA CONFERENCE OF MAYORS SUPPORTING OUR P O SIT IO N . ALL REALIZE THAT "SIM ILA R  DISASTERS COULD OCCUR BOTH ON LAND AND AT SEA IN OTHER PARTS OF THE STATE WITH SIM ILA R E F F E C T S ."WE DO HAVE SOME VERY LIM ITED , BUT NONETHELESS IMPORTANT M ODIFICATIONS, TO THE SPONSOR SUBSTITUTE WE WANT YOU TO CONSIDER AS A COMMITTEE TODAY.F IR S T , IT  IS  OUR PREFERENCE THAT YOU MAKE SECTIONS 11 THROUGH 13 RETROACTIVE TO THE DATE OF THE EXXON VALDEZ S P IL L . THESE CLARIFY THE REMEDY THAT I S  AVAILABLE TO LOCAL GOVERNMENTS, AND ARE CONSISTENT WITH YOUR INTENT LAST YEAR: TO PERMIT LOCAL GOVERNMENTSTO BE ABLE TO RECOVER THE FULL COST OF A S P IL L  FROM THE TORT FEASOR.SECOND, WE THINK THAT THE L IS T  OF "SER VICE S AND FUNCTIONS" WHICH CAN BE COMPENSABLE UNDER THE NEW FUND SHOULD INCLUDE THE COST OF LEASING HARBOR AND OTHER PUBLIC F A C IL IT IE S . WE DON'T WANT TO



F A C IL IT IE S  COSTS CAN BE AN IMPORTANT PART OF OUR INCREMENTAL RESPONSE TO A S P IL L .THIRD, WE THINK THE WORDS "INCLUDING THOSE NOT USUALLY PERFORMED" SHOULD BE INCLUDED TO DESCRIBE THOSE SERVICES THAT ARE COMPENSABLE. LOCAL GOVERNMENTS MAY NOT HAVE EXERCISED A POWER PREVIOUS TO A TOXIC S P IL L , BUT IT  MAY BE ABSOLUTELY NECESSARY TO DEAL WITH IT S EFFECTS.WE WANT TO EMPHASIZE THAT THOUGH WE HAVE THESE MINOR SUGGESTIONS, WE ARE VERY SUPPORTIVE OF THE CURRENT B IL L , AND HOPE TO WORK WITH YOU, SENATOR PEARCE, AND ALL THE COMMITTEE MEMBERS, IN ACHIEVING IT S PASSAGE. THANK YOU FOR THE OPPORTUNITY TO SPEAK WITH YOU TODAY. ARE THERE ANY QUESTIONS YOU MAY HAVE FOR OUR CONTINGENT?
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You asked  f o r  o ur q u ic k  re v ie w  o f what we co n s id e re d  to  
be p e rm is s ib le  e x p e n d itu re s  under AS 4 6 .0 8 .0 0 5 — 4 6 .0 8 .9 0 0 , th e  O i l  
and H azardous Su b stan ce  R e le a s e  Fund .

The Fund was f i r s t  e s t a b l is h e d  in  1980 , as an a p p ro p r ia ­
t io n  l i n e  item  to  fu n d  th e  Departm ent o f  E n v iro n m e n ta l C o n se rva ­
t io n ' s  new program  on o i l  s p i l l s .  The o r ig in a l  a p p ro p r ia t io n  
m e re ly  no ted  "p re v e n t io n  & c o n t r o l / o i l  s p i l l s "  as th e  purpose 
w ith o u t  e la b o r a t io n . S in c e  then  the  le g i s l a t u r e  has broadened the  
co verag e  o f th e  Fund to  in c lu d e  hazardo us su b sta n ce s  in  a d d it io n  
to  o i l ,  and has s e t  o u t in  more d e t a i l  the  purposes o f  th e  Fund . 
(S e c t io n  1 , c h . 5 9 , SLA 1 9 8 6 ) . The F u n d 's  s t a t u t o r y  b a s is  was 
amended as r e c e n t ly  as l a s t  l e g i s l a t i v e  s e s s io n  ( s e c .  2 , c h . 113 , 
SLA 1 9 8 9 ).

AS 4 6 .0 8 .0 4 0  s e t s  out fo u r  b a s ic  p u rp o se s :

1 ) " c o n t a in ,  c le a n  u p , and ta k e  o th e r  n e c e s sa ry  
a c t io n , su ch  as m o n ito r in g , a s s e s s in g , in v e s t ig a t in g ,  
rad  e v a lu a t in g  th e  r e le a s e  o r  th re a te n e d  r e le a s e  o f 
o i l  o r a h aza rd o u s su b stan ce  th a t  poses an im m inent 
and s u b s t a n t ia l  t h re a t  to  th e  p u b lic  h e a lth  o r 
w e l f a r e ,  o r  to  th e  e n v iro n m e n t" ;

2 ) e s t a b l i s h  and m a in ta in  the  o i l  and hazard o us 
su b stan ce  re sp o n se  co rp s and re sp o n se  d e p o ts ;

3) p ro v id e  m atch ing  fun d s f o r  f e d e r a l  o i l  s p i l l  
c le a n u p s under CERCLA (42 U .S .C .  § 9 6 0 1 -9 6 5 7 ); and

4) re c o v e r  the c o s t  to  th e  s t a t e  o r  
m u n ic ip a l i t ie s  o f  conta inm ent and c le a n u p .

T h is  language i s  q u ite  broad and a u th o r iz e s  a w ide range 
o f  re sp o n se s  to  s p i l l - r e l a t e d  p ro b lem s. I t  i s  c le a r  th a t  any 
re sp o n se  in v o lv in g  "co n ta in m en t and c le a n u p " a c t i v i t i e s  i s  
p e r m is s ib le ;  in  f a c t ,  AS 4 6 .0 8 .9 0 0 (3 )  d e f in e s  "co n ta in m en t and 

'"cleanup" to  in c lu d e  " d i r e c t  and in d i r e c t "  e f f o r t s  " a s s o c ia te d  w ith
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the p re v e n t io n , ab atem en t, co n ta in m e n t, o r  rem o va l o f  o i l  o r  a 
hazard o us s u b s ta n c e , th e  r e s t o r a t io n  o f  th e  en v iro n m e n t, and 
in c id e n t a l  a d m in is t r a t iv e  c o s t s . "  T h is  language can  be re a d  as 
c o v e r in g  v i r t u a l l y  any re sp o n se  c o s t s  r e la t e d  to  a s p i l l ,  in c lu d in g  
bo th  p re v e n ta t iv e  w ork in  advance o f  a s p i l l  and r e s t o r a t io n  w ork 
a f t e r  i t .  The p r e v e n ta t iv e  a sp e c t  i s  co n firm ed  by th e  second 
purpose l i s t e d ,  e s ta b lis h m e n t  and m ain tenance  o f th e  re sp o n se  co rp s 
and d e p o ts , whose 3 o le  purpose  i s  to  m a in ta in  re a d in e s s  f o r  a m a jo r 
s p i l l .  (C h a p te r  113 , SLA 1 9 8 9 ). We b e l ie v e  i t  w ou ld  a ls o  in c lu d e  
s c i e n t i f i c  a sse ssm en t w o rk , e i t h e r  f o r  th e  purpose o f  im prov ing  
c le a n u p , d e s ig n in g  r e s t o r a t io n  w o rk , o r  a s s i s t in g  in  recoupm ent to  
th e  s t a t e  o f  dam ages. S in c e  c o s t  re c o v e ry  i s  s p e c i f i c a l l y  men­
t io n e d  in  purpose 4 ) ,  we b e l ie v e  l i t i g a t i o n  e f f o r t s ,  in c lu d in g  
s c i e n t i f i c  a s se ssm e n ts , can  a ls o  be funded from  t h is  s o u rc e .

We a ls o  b e l ie v e  th a t  th e  r e fe re n c e  to  " o th e r  n e c e s s a ry  
a c t io n "  a ls o  su p p o rts  u se  o f  th e  fund  f o r  in d i r e c t  purposes 
a s s o c ia te d  w ith  s p i l l  re s p o n se , b u t w h ich  a re  one s te p  removed from  
a c t u a l  co n ta in m ent o r  c le an u p  w ork a t  the  s i t e  o f  th e  s p i l l .  F o r 
exam p le , d is p o s a l  o f  o i l y  w aste  m a t e r ia l  l e f t  b eh in d  a f t e r  c lean up  
w ould  be e l i g i b l e .  L ik e w is e ,  the  l o g i s t i c a l  su p p o rt n e c e s s a r j' to 
combat a m a jo r s p i l l  w ould be e l i g i b l e .  The F u n d 's  purposes 
p ro b a b ly  a ls o  in c lu d e  any in c re a s e d  c o s ts  in  management o f  f i s h  and 
game o r o th e r  n a t u r a l  re s o u rc e s  as a r e s u l t  o f  th e  s p i l l .  In  
s h o r t ,  the  Fund w a s , we b e l ie v e ,  in te n d e d  to  be a v a i la b le  fo r  
payment o f  v i r t u a l l y  a l l  c o s ts  th a t  r e la t e  to  and r e s u l t  from  an 
o i l  o r hazard o us su b sta n ce  s p i l l ,  w ith  few  e x c e p t io n s .

One o f  th e  e x c e p t io n s  i s  e x p l i c i t :  the  fun d  cannot be 
used  f o r  c a p i t a l  Im provem ents (e x c e p t  f o r  d ik e s  and r e t a in in g  
w a l l s )  (AS A 6 . 0 8 . 0 1 0 ( c ) j  AS 4 6 . 0 8 . 9 0 0 ( 1 ) ) .  We a ls o  b e l ie v e  the  
funds may n o t be used  f o r  exp enses o f  e n t i t i e s  o th e r  than  the 
s t a t e ,  e xce p t to  th e  e x te n t  th a t  th e  e n t i t y  c o n t r a c t s  w ith  the 
s t a t e  to  w ork on b e h a lf  o f  the  s t a t e ,  o r  to  re im b u rse  an emergency 
re sp o n se  by a m u n ic ip a l i t y  (AS 4 6 . 0 8 . 0 7 0 ( c ) ) .  (And th e  e x c e p tio n  
f o r  j o in t  f e d e r a l / s t a t e  e f f o r t s  under CERCLA i s  e x p l i c i t . )  Th e re  
i s  n o th in g  in  th e  la w  th a t  p re v e n ts  e f f o r t s  o f  s t a t e  departm ents 
o th e r  than  ADEC from  b e in g  e l i g i b l e  f o r  use  o f  the Fund , how ever. 
The co m m iss ioner o f  ADEC, as manager o f  the  Fund , may u t i l i z e  and 
pay f o r  th e  s e r v ic e s  o f  any s t a t e  agency th a t  f i t s  w it h in  th e  
s ta te d  p u rp o se s .

We do have one c a u t io n , ho w ever. C e r t a in  re sp o n se  c o s t s  
to  a m a jo r s p i l l  may in c lu d e  a tte n d in g  to  problem s in  the human 
e n v iro n m e n t, as opposed to  th e  n a t u r a l  e n v iro n m e n t. Th e re  may be 
an in c re a s e d  need f o r  m en ta l h e a lt h  s e r v i c e s ,  law  enforcem ent 
s e r v i c e s ,  and s o c ia l  s e r v ic e s  o f  v a r io u s  k in d s . The language o f 
AS 4 6 . 0 8 . 0 4 0 ( 1 )  i s  c e r t a in l y  broad enough to  encompass such 
a d d it io n a l  c o s t s :  " . . .  ta k e  o th e r  n e c e s s a ry  a c t io n
. . . [ r e g a r d in g ]  . . .  a r e le a s e  o r th re a te n e d  r e le a s e  o f
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o i l  . . . th a t  poses an im m inent and s u b s t a n t ia l  t h r e a t  to  the 
p u b l ic  h e a lth  o r w e l f a r e ,  o r to  the e n v iro n m e n t ."  T h is  language 
can be read  as a u t h o r iz in g  e x p e n d itu re s  to  d e a l w ith  s o c ia l  
prob lem s th a t  r e s u l t  from  a s p i l l  as w e l l  as problem s o f  the  
n a t u r a l  en v iro n m en t. B u t th e re  i s  no in d ic a t io n  in  th e  l e g i s l a t i v e  
h i s t o r y  th a t  the  le g i s l a t u r e  a c t u a l l y  co n s id e re d  e x p e n d itu re s  o f  
t h is  typ e  when i t  p assed  th e  s t a t u t e .  L a c k  o f  e x p l i c i t  l e g i s l a t i v e  
h i s t o r y ,  one way o r the  o th e r , c e r t a in ly  does no t d i s q u a l i f y  such  
e x p e n d itu re s , p a r t i c u l a r l y  in  v ie w  o f  language th a t  appears to 
a u th o r iz e  e x p e n d itu re s  f o r  purposes o th e r th an  p ro te c t in g  the  
en v iro n m en t, i . e . ,  th e  p u b lic  h e a lt h  o r w e l f a r e .  B u t th e  f a c t  th a t  
the use  o f  the  Fund was l e f t  to  the  d is c r e t io n  o f th e  com m issioner 
o f  e n v iro n m e n ta l c o n s e rv a t io n , whose own s t a t u t o r y  a u t h o r i t y  does 
n o t re a c h  to  s o c ia l  p ro b lem s, r a t h e r  th an  th e  G o vernor o r some 
o th e r  in te ra g e n c y  c o o rd in a t in g  o f f i c e ,  may su g g est a more l im it e d  
l e g i s l a t i v e  p u rp o se . The b e s t  a d v ic e  we can o f f e r  i s  t h a t ,  
a lth o u g h  payment from  th e  Fund o f  e x p e n d itu re s  f o r  s o c ia l  problem s 
r e s u l t in g  from  a s p i l l  may be s u s ta in e d , th e  l e g a l i t y  o f  such  
e x p e n d itu re s  i s  n o t n e a r ly  as c le a r  as e x p e n d itu re s  f o r  th e  n a t u r a l  
e n v iro n m en t. T h e re fo re  we urge c a u t io u .

F i n a l l y ,  we n o te  th a t  the com m issioner o f  e n v iro n m e n ta l
c o n s e rv a t io n , as manager o f  the  Fund , does have a d u ty  to  manage
w ith  more than th e  expenses o f  the im m ediate s p i l l  in  m ind . When 
fa ce d  w ith  a w ide range o f  c la im s  on the  Fund , th e  co m m iss ioner 
may le g i t im a t e ly  w ith h o ld  m onies in  th e  Fund in  o rd e r  to  have them 
a v a i la b le  fo r  re sp o n se s  to  o th e r s p i l l s ;  and the  co m m iss ioner may 
le g i t im a t e ly  re s e rv e  m onies f o r  s e t t in g  up and m a in ta in in g  th e  
em ergency re sp o n se  co rp s  and depots as d ir e c te d  by c h . 113,  SLA 
1989.

T h is  has n e c e s s a r i ly  been a h a s ty  re v ie w  o f  th e  s u b j e c t .  
P le a s e  l e t  us know i f  you have f u r t h e r  q u e s t io n s .

c c :  D ouglas B . B a i l y ,  A tto rn e y  G e n e ra l
Departm ent o f  Law

D ennis K e l s o ,  Com m issioner
Departm ent o f  E n v iro n m e n ta l C o n se rv a t io n

D. C o l l in s w o r th , Com m issioner 
Departm ent o f  F is h  and Game

L e n n ie  B o sto n -G o rsu ch , Com m issioner 
Departm ent o f  N a tu ra l R eso u rces

R o b ert E .  Le R e sc h e , E x e c u t iv e  D ir e c t o r  
O i l  S p i l l  C o o rd in a t in g  O f f ic e  .i ,,
O f f ic e  o f th e  G o vernor ’’ •-
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D e a r S e n a t o r  P e a r c e :

E n c lo s e d  f o r  y o u r  c o n s id e r a t io n  i s  R e s o lu t io n  N o. 9007 w h ic h  w as 
a d o p te d  b y  t h e  V a ld e z  C i t y  C o u n c i l  on F e b r u a r y  2 0 , 1 9 9 0 .

T h i s  r e s o l u t i o n  u r g e s  t h e  A la s k a  L e g i s l a t u r e  t o  a d o p t th e  S p o n s o r  
S u b s t i t u t e  f o r  S e n a te  B i l l  359 and t h e  r e v i s i o n s  t h e r e t o  p ro p o se d  
b y t h ' ;  O i le d  M a y o rs  S u b co m m itte e  o f  t h e  A la s k a  C o n fe re n c e  o f  
M a y o r s .

T h a n k  yo u  f o r  y o u r  c o n s id e r a t io n  o f  t h i s  r e s o l u t i o n .

Y o u rs  t r u l y ,

J e a n n e  D o n a ld  
C i t y  C l e r k
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CITY OF VALDEZ

RESO LUTIO N  NO. 9007

A RESO LUTIO N  OF THE C IT Y  CO U N CIL OF TH E C IT Y  
OF V A LD EZ , A LA SK A , AUTH O RIZIN G LO BBYIN G  IN  
FAVOR OF SPONSOR S U B S T IT U T E  FOR A LA SKA  S TA TE  
SEN ATE B I L L  359

W HEREAS, t h e  r e l e a s e  o f  o i l  an d  h a z a r d o u s  s u b s t a n c e s  
in t o  t h e  e n v iro n m e n t  h a s  p r e s e n te d  and  c a n  p r e s e n t  i n  th e  f u t u r e  
a r e a l  and  s u b s t a n t i a l  t h r e a t  t o  th e  h e a l t h ,  s a f e t y  and w e l f a r e  o f  
th e  c i t i z e n s  o f  V a ld e z ;  and

W HEREAS, t h e  r e l e a s e  o f  o i l  an d  h a z a r d o u s  s u b s t a n c e s  
in t o  t h e  e n v iro n m e n t  h a s  p r e s e n te d  and  c a n  p r e s e n t  i n  th e  f u t u r e  
a r e a l  and s u b s t a n t i a l  t h r e a t  t o  t h e  econom y o f  t h e  C i t y  o f  V a ld e z ;  
and

WHEREAS, t h e  r e l e a s e  o f  o i l  and  h a z a r d o u s  s u b s t a n c e s  
in t o  th e  e n v iro n m e n t  h a s  p r e s e n te d  and  c a n  p r e s e n t  i n  th e  f u t u r e  
a r e a l  and s u b s t a n t i a l  im p a c t  upon t h e  d e l i v e r y  o f  p u b l i c  s e r v i c e s  
and p e r fo rm a n c e  o f  p u b l i c  f u n c t io n s  b y  t h e  C i t y  o f  V a ld e z ;  and

W HEREAS, t h e  C i t y  C o u n c i l  o f  t h e  C i t y  o f  V a ld e z  d e s i r e s  
to  h a v e  f u t u r e  r e l e a s e s  o f  o i l  and  h a z a r d o u s  s u b s t a n c e s  p r e v e n t e d ;  
and

W HEREAS, t h e  C i t y  C o u n c i l  o f  t h e  C i t y  o f  V a ld e z  d e s i r e s  
to  c o n ta in m e n t  and  c le a n u p  a u t h o r i t y  o u t s id e  m u n ic ip a l  b o u n d a r ie s ;  
and

WHEREAS, t h e  c o s t s  in c u r r e d  b y  t h e  C i t y  o f  V a ld e z  in  
r e s p o n d in g  to  c le a n u p  and  c o n ta in m e n t  o f  o i l  and h a z a r d o u s  
s u b s t a n c e s  and  in  p r o v id in g  in c r e a s e d  p u b l i c  s e r v i c e s  a s  a r e s u l t  
o f  a p a s t  o r  f u t u r e  r e l e a s e  o f  o i l  o r  a h a z a r d o u s  s u b s t a n c e  s h o u ld  
be p a id  to  t h e  C i t y  b y  m eans o f  e i t h e r  g r a n t s  o r  re im b u rs e m e n t  fro m  
th e  S t a t e  o f  A la s k a  o r  fro m  t h e  p e r s o n  r e s p o n s ib l e  f o r  t h e  r e l e a s e ;  
and

W HEREAS, A la s k a  S t a t e  S e n a te  B i l l  359 c l a r i f i e s  a 
m u n i c i p a l i t y ' s  e x e r c i s e  o f  e x t r a t e r r i t o r i a l  a u t h o r i t y  f o r  
c o n ta in m e n t  and  c le a n u p ,  c l a r i f i e s  a m u n i c i p a l i t y ' s  r i g h t  o f  
r e c o v e r y  a g a in s t  t h e  r e s p o n s ib le  p e r s o n  f o r  t h e  in c r e a s e d  c o s t s  o f  
p r o v id in g  p u b l i c  s e r v i c e s ,  c r e a t e s  tw o  s e p a r a t e  and  d i s t i n c t  g r a n t  
p ro g ra m s  to  a id  a m u n i c i p a l i t y  i n  r e s p o n d in g  t o  a r e l e a s e ,  
e s t a b l i s h e s  an  o i l  and  h a z a r d o u s  s u b s t a n c e  m u n ic ip a l  im p a c t  fu n d , 
c l a r i f i e s  th e  m u n i c i p a l i t y ' s  r i g h t  to  r e im b u rs e m e n t  fro m  t h e  S t a t e ,  
and  c l a r i f i e s  t h e  S t a t e ' s  o b l ig a t io n  t o  c o n s u l t  w i t h  a m u n i c i p a l i t y  
in  p r e p a r in g  c o n t in g e n c y  p l a n s ;  and
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W HEREAS, S p o n s o r  S u b s t i t u t e  f o r  A la s k a  S t a t e  S e n a te  B i l l  
359 am ends A la s k a  S t a t e  S e n a te  B i l l  359 b y  t r e a t i n g  v i l l a g e  
c o u n c i l s  t h e  sam e a s  m u n i c i p a l i t i e s ,  i n c r e a s e s  th e  l i s t  o f  n e e d s  
e l i g i b l e  f o r  m u n ic ip a l  im p a c t  fu n d  g r a n t s ,  p r o h i b i t s  a m u n i c i p a l i t y  
fro m  r e c o v e r in g  t w ic e  f o r  t h e  sam e c o s t s  w i t h o u t  l i m i t i n g  th e  
a b i l i t y  o f  a m u n i c i p a l i t y  t o  r e c o v e r  f o r  a l l  dam ages c a u s e d  by  th e  
r e l e a s e  o f  o i l  o r  a h a z a r d o u s  s u b s t a n c e  and c o n t a in s  m is c e l la n e o u s  
t e c h n i c a l  r e v i s i o n s ;  and

W HEREAS, t h e  O i le d  M ayo rs  g ro u p  h a s  p ro p o s e d  a d d i t i o n a l  
r e v i s i o n s  to  A la s k a  S t a t e  S e n a te  B i l l  3 5 9 , i n c lu d in g  e x p a n d in g  th e  
l i s t  o f  n e e d s  e l i g i b l e  f o r  g r a n t s  and  m a k in g  t h e  b i l l  r e t r o a c t i v e  
t o  M arch  1 , 1 9 8 9 ; and

W HEREAS, t h e  C i t y  C o u n c i l  o f  t h e  C i t y  o f  V a ld e z  f in d s  
t h a t  i t  i s  i n  t h e  p u b l i c  i n t e r e s t  a s  w e l l  a s  t h e  i n t e r e s t  o f  th e  
C i t y  o f  V a ld e z  to  s u p p o r t  S p o n s o r  S u b s t i t u t e  f o r  A la s k a  S t a t e  
S e n a te  B i l l  359 and  s u p p o r t  t h e  r e v i s i o n s  p ro p o se d  b y  t h e  O i le d  
M a y o rs  g ro u p ;

NOW, T H ER E FO R E , BE I T  RESO LVED  BY THE C IT Y  CO U N CIL OF THE 
C IT Y  OF V A LD EZ , t h a t

S e c t io n  1 . T h e  C i t y  o f  V a ld e z  s t r o n g l y  u r g e s  t h e  A la s k a  
L e g i s l a t u r e  t o  a d o p t  t h e  S p o n s o r  S u b s t i t u t e  f o r  A la s k a  S t a t e  S e n a te  
B i l l  359 and  t h e  r e v i s i o n s  t h e r e t o  p ro p o s e d  b y  t h e  O i le d  M ayo rs  
S u b c o m m itte e  o f  t h e  A la s k a  C o n fe re n c e  o f  M a y o rs .

S e c t io n  2 .  A c o p y  o f  t h i s  r e s o l u t i o n ,  p r o p e r ly  
c e r t i f i e d ,  s h a l l  be  s e n t  t o  G o v e rn o r  S t e v e  C o w p e r , S e n a t o r  J a y  
K e r t t u l a ,  S e n a t o r  M ik e  S z y m a n s k i ,  R e p r e s e n t a t i v e  G ene K u b in a , 
S e n a t o r  D ru e  P e a r c e ,  and  t h e  A la s k a  M u n ic ip a l  L e a g u e .

PASSED  AND APPROVED BY THE C IT Y  CO UN CIL OF TH E C IT Y  OF 
V A LD E Z , t h i s  2 0 th  d a y  o f  F e b r u a r y ,  1 9 9 0 , a t  V a ld e z ,  A la s k a .

A T T E S T ;

C IT Y  OF V A LD EZ , ALASKA

 Q t m ^ u u  r f o . d S v n a M j
Je a rm e  D. D o n a ld , C i t y  C l e r k



> Sec. 26.23.210. Relationship to civil defense statute. TheAlaska civil defense statute (AS 26.20), applies to preparedness, re­sponse, and recovery from disasters caused by enemy attack and other hostile military or paramilitary action. The provisions of this chapter, other than AS 26.23.130, apply to preparedness, response, and recov­ery in cases of natural and nonmilitary manniade disasters. (§ 3 ch 104 SLA 1977)Sec. 26.23.220. Administration. This chapter shall be adminis­tered by the Department of Military and Veterans’ Affairs, which is responsible to, and which may receive delegations of authority from, the governor. i'§ 3 ch 104 SLA 1977; am E.O. No. 58, § 17 (1984))E ffe c t  o f  am endm ent). — The 1984 amendment inserted "nnc Veterans’."Sec. 26.23.230. Definitions. In this chapter(1) "disaster” means the occurrence or imminent threat of wide­spread or severe damage, injury, or loss of life or property resulting from any natural or nonmilitary man-made cause including, but not limited to, fire, flood, earthquake, landslide, mudslide, avalanche, wind-driven wnter, weather condition, tsunami, volcanic activity, epi­demic, air contamination, blight, infestation, explosion, riot, equip­ment failure, or shortage of food, water, fuel, or clothing, or the re­lease of oil or a hazardous substance requiring prompt, action to avert environmental danger or damage;(2) "disaster emergency” means the condition declared by procla­mation of the governor or declared by the principal executive officer of a political subdivision to designate the imminence or occurrence of a disaster; ----(3) "emergencj’” has the meaning given irf 42 U.S.C. 5122^Disaster Relief Act of 1974);(4) "major disaster” has the meaning given in 42 U.S.C. 5122;(5) "political subdivision” means a home rule or general law bor­ough or city including a unified municipality, an unincorporated vil­lage, or other unit of local government;(6) "temporary housing” has the meaning given in the federal Di­saster Relief Act of 1974 (P.L. 93-288, 88 Star.. 143);(7) "unorganized militia" means all able-bodied persons between the ages of 17 and 59 years, inclusive, who reside in the state. (§ 3 ch 104 SLA 1977; am § 49 ch 74 SLA 1985; am § 4 ch 59 SLA 1986)R eviso r's  notes. --- With regard to (6) E ffe c t o f am endm ents. — The 1985 of this section, provisions related to tem- amendment rewrote paragraph (5). porary housing assistance can be found at The 1986 amendment, in paragraph (1),42 U .S .C . 5174 and in 44 C .F .It. 205.52 deleted "oil spill or oilier water conlami- implementing that, secti-.n.
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avert danger or dumHge” preceding "vol- paragraph, cnnic activity” and added th< langur gc be-
C h a p te r  25. N a tio n a l G u a rd  ̂ M u tu a l

C o m p a c t.

Section Section10. Entry into Compact 30. Rights and b-20. Terms and provisions of CompactSec. 26.25.010. Entry info Compact. The Natic Assistance Compact is enacted into law and entere the State of Alaska with all other states and ju joining in it in a form substantially as contained in ch 77 SLA 1968)Sec. 26.25.020. Terms and provisions of Corand provisions of the Compact referred to in AS follows:
A r t i c l e  I. P u r p o s e s .The purposes of this Compact are to:(1) provide for mutual aid among the party states of the National Guaid to cope with emergencies;(2) permit and encourage a high degree of l deployment of National Guard forces in the inter(3) maximize the effectiveness of the National Gu. tions that call for its utilization under this Comf(4) provide protection for the rights of National when serving in other states on emergency duty.

A r t i c l e  II. E n t r y  In t o  F o r c e  a n d  W i t h(a) This Compact snail enter into force when en any two states. Thereafter, this Compact becomes e other state upon its enactment in that state.(b) A party state may withdraw from this Comp; statute repealing it, but the withdrawal does net tal year after the governor of the withdrawing state hi writing of the withdrawal to the governors of all o>
A r t i c l e  III. M u t u a l  A i d .(a) In this Article:(1) "emergency” means an occurrence or conditi' nature, in which police and other public safety off



42 §5121Emergency Management Agency, see sections 4-201 and 4-203 or Ex.Ord. No. 12148. July 20, 1979, 44 F.R. 43239, set out as a note un­der section 2251 of Title 50, Appendix. War and National Defense.References to Disaster Relief Act of 1970. Section 602(m) of Pub.L. 93-288 provided that: “ Whenever reference is made in any provision of law (other than this Act [the Di­saster Relief Act of 1974, see Short Title note

above)), regulation, rule, record, or docu- ment of the United Slates to provisions of the Disaster Relief Act of 1970 (84 Slat. 1744) re­pealed by this Act such reference shall be deemed to be a reference to the appropriate provision of this Act."Legislative History. For legislative history and purpose of Pub.L. 93-288, sec 1974 U.S. Code Cong, and Adm.Newc, p. 3070.

PUBLIC HEALTH AND WELFARE

E X E C U T IV E  O R D E R  M O . 11749Ex.Ord. No. 11749. Dec. 10. 1973, 38 F.R . Ex.Ord. No. 12148. July 20. 1979, 44 F R.34177, which related to the consolidation of 43239, set out as a note under section 2251 offunctions assigned to the Secretary of Hous- the Appendix to Title 50. War and Nationaling and Urban Development, was revoked by Defense.
E X E C U T IV E  O R D E R  N O . 11795Ex.Ord. No. 11795, July II , 1974, 39 F.R. 25939, as amended, which related to the dele­gation of certain functions of the President of the United Slates, was revoked by Ex.Ord.

No. 12148, July 20. 1979, 44 F.R. 43239, sel out as a note under section 2251 of the Ap­pendix to Title 50, War and National De­fense.Library References United States <3=382(5). C .J.S. United States § 122.
§ 5122. DefinitionsA s  used in this chapter—(1) “ E m ergen cy ”  m eans any h u rrican e, torn ado, sto rm , flood, h igh  water, w in d-driven w ater, tidal w ave, tsun am i, earth quake, vo lcan ic  eru p tion , land­slid e , m udslide, snow storm , d ro ugh t, fire, explosion, o r other catastrophe in any part o f  the U n ited  States w hich requires Fed eral em ergency assistance to supplem ent State and local efforts to save lives an d  protect property, pub­lic  health and safety or to avert or lessen the threat o f  a disaster.(2) “ M a jo r  disaster" m eans an y hurricane, torn ado, storm , flo o d , high w ater, w ind-driven w ater, tidal w ave, tsunam i, earth qu ake, vo lcan ic  erup­tio n , landslide, m udslide, snow storm , d ro u gh t, fire, exp losion , or other ca­tastrophe in an y part o f  the U n ited  States w hich , in the determ ination o f  the President, causes dam age o f  sufficien t severity and m agn itu de to w arrant m ajo r disaster assistance under this chap ter, above a n d  beyond em ergency services by the Federal G o v e rn m e n t, to supplem ent the efforts and available resources o f  States, local governm en ts, and disaster re lie f organ ization s in alleviatin g the dam age, loss, hardship , or suffering caused thereby.(3) “ U n ited  States" m eans the fifty  States, the D is tr ic t o f  C o lu m b ia , P u ­erto R ic o , the V irgin  Islan d s, G u a m , A m e rica n  S a m o a , the C a n a l Z o n e , and the T ru st T errito ry  o f  the P acific  Islands.(4) "S ta te "  m eans any State o f  the U n ited  States, the D istrict o f  C o lu m ­b ia , Puerto R ic o , the V irg in  Islan d s, G u a m , A m e rica n  Sa m o a, the C a n a l Z o n e , or the T ru st T erritory o f  the P a cific  Islands.(5) “ G o v e r n o r"  m eans the c h ie f executive o f  any State .246
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Interim Report #1: Group A Fiscal Impact Assessment Template Summary

Dear Mr. Gould:

This document is the first of two Interim Reports to be submitted in progress toward 
completion of the final report for the "Economic, Social, and Psycological Impacts of the 
Exxon Valdez Oil Spill." The focus of this Interim Report is a preliminary assessment of 
the fiscal impacts of the oil spill on local governments (boroughs and cities).

This report is intended to summarize progress to date. It is not intended to be viewed as 
a final product -  the last completed Group A  template was only just recieved three days 
ago, entered, and run for consistency. This does not mean, however, that the established 
schedule for completion of Task 1 elements has been significantly deferred by the delayed 
delivery of the primary data. We have proceeded as scheduled in the development of the 
framework, tables, and analytical approach to be applied to templates and are actually 
somewhat ahead of schedule with respect to the analysis itself. On the other hand, there 
is still considerable analytic work to be done and it is important to recognize that this 
is but an interim report on what will be a more extensive and detailed Task 1 product.

Second, in any report of this nature, there will inevitably be requests for 
clarification, additional information, and further analysis or interpretation. We will 
continue to work closelv with the Oiled Mayors to either respond promptly to these 
requests or to arrange for a more extended examination of selected issues in subsequent 
reports. In addition, this is a particularly opportune time, during the early stages of 
the process, for reviewers to critique the objectives, direction, and content of the 
preliminary fiscal impact analysis and we particularly welcome review comments.

Finally, I  would like to take this opportunity to thank the finance directors of each of 
the affected Group A  communities. This report could not have been attempted without 
their commitment to the process. Completion of the templates required long hours, often 
an additional burden to government, and in some cases during precisely the worst period of 
time (January) for finance directors. To a very real degree, the quality of the content 
of this report is due to their investment in configuring and completing the data 
collection templates. In addition to helping quantify impacts sustained to date, these 
templates will he invaluable in providing a consistent data collection methodology for 
documenting the longer-term impacts ot the oil spill on local government.
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EX EC U T IV E  SUMMARY 

Introduction

This report is the first in a series of interim reports prepared for the Oiled Mayors 
by Impact Assessment, Inc. It is part of a larger ongoing study of the economic, social, and 
psychological impacts of the Exxon-Valdez oil spill and cleanup. The primary objective of 
this first interim report is to provide a preliminary assessment of how the oil spill and 
cleanup affected the fiscal position of nine local government entities addressed by this 
component of the study: seven larger (Group A ) cities (Valdez, Cordova, Seward, Kenai, 
Soldotna, Homer, and Kodiak) and the Kenai Peninsula, and Kodiak Island Boroughs. In 
presenting this information, this interim report summarizes on-going analysis of the effects 
of the oil spill and cleanup on: (1) local government revenues; (2) local government 
expenditures; (3) oil spill related expenditures and revenues; and (4) fish taxes.

Local Government Revenues

The Exxon-Valdez oil spill on March 24, 1989 led to two major sources of impact: 
(1) the oil spill cleanup activity and (2) fishery closures. These events continue to have 
concurrent positive and negative effects on specific revenue sources. In general, one 
preliminary finding emerges from this examination of local government revenues in 1989: 
seven out of nine jurisdictions received more total revenue in 1989 than in 1988, with one 
exception where a large state capital grant was received in 1988.

Examination of historical data indicates there are four major sources of revenues for 
the local jurisdictions discussed in this report: charges for services, taxes, inter-governmental 
revenues, and miscellaneous revenues. In each of the jurisdictions examined, there is 
variation in the significance of each of these revenue sources in the total pattern of 
government revenues. In the aggregate these four sources should be an indicator of the 
over-all impacts of the oil spill on local government revenues. However, since some of the 
inter-governmental revenues and miscellaneous revenues result from lagged payments that 
are not yet available for inclusion in this analysis, this interim report only develops the 
revenues from charges for services and certain taxes.
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Charges for services vary by service and by jurisdiction. Consequently, a complex 
picture emerges regarding service related income. Water and sewer revenues appeared to 
exceed 1988 revenues during the post-spill months in three jurisdictions but tended to follow 
the 1988 pattern in others. Harbor and port revenues increased 22 percent from F Y  1988 
to F Y  1989. This increase was more than double the average annual growth rate observed 
in earlier years. Revenues during the post-spill months tended to exceed the 1988 revenues 
in most jurisdictions. Of the three jurisdictions reporting airport revenues (Valdez, Soldotna 
and the City of Kenai), a comparison with comparable 1988 revenues indicates that Valdez 
had a 7-percent increase in revenues, Soldotna a 1-percent increase and Kenai an 18-percent 
decrease. Among the jurisdictions reporting hospital revenues all reported increases ranging 
from l-to-9 percent. The "All Other" category of expenditures reported by eight of the 
jurisdictions indicates n increase in this revenue source among seven of these government 
entities.

There are several sources of tax revenue among the nine jurisdictions examined: 
sales, hotel/motel, property, and fish tax. Technically the fish tax is an intergovernmental 
transfer and consequently it is not reflected in tax revenues. However, given the importance 
of this "tax" issues regarding 1989 fish tax are summarized as a separate section of this 
report.

Sales tax revenues are a direct reflection of private sector business activity. 
Therefore, the sales tax impact of the oil spill may be positive, negative or neutral, 
depending upon the timing and mix of spill cleanup and fisheries activity. Sales tax revenues 
in 1989 reflect sales activity in the post-spill months of April through September. They were 
49 percent above the revenues representing the two pre-spill quarters. This compares with 
a 39 percent increase for comparable time periods in 1988.

Hotel/motel tax revenues reflect in-migration of short-term and transitory residents. 
Beyond the normal impacts of tourism, these revenues should increase with the spill cleanup 
activity and be adversely affected by fisheries decline and cleanup shutdown. Hotel/motel 
taxes were also higher in 1989 than in 1988. Much of this increase is observed in the post­
spill months.

Revenues from property taxes that would reflect 1989 impacts will not be received 
until calendar year 1990. Consequently, this revenue source is not reflected in the fiscal 
data reported by local jurisdictions for this analysis.
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Local Government Expenditures

In general, per-capita local government spending among jurisdictions examined in this 
study exhibited a pattern of real (inflation-adjusted) decline in recent years. Five out of 
nine jurisdictions experienced real, per-capita decline between fiscal years 1986 and 1988. 
The number of jurisdictions that exhibited decline in real, per-capita total spending 
increased to seven out of nine between fiscal years 1988 and 1989. This real, per-capita 
decline occurs in connection with rising absolute levels of government spending among local 
government jurisdictions. Strong population growth in 1989 (as reported by the Alaska 
Department of Community and Regional Affairs) among several study jurisdictions 
underscore the per-capita decline in government spending. Observed population expansion 
may reflect oil-spill cleanup population movement and settlement into the study region.

Increases in Personnel and Operations & Maintenance (O & M ) expenditures from 
Fiscal 1988 to fiscal 1989 were concentrated in five important service function categories, not 
directly related to oil spill cleanup. Ranked in order of the incidence of expenditure 
increase, these five service functions are:

o Public Works
o Public Safety
o Port/Harbor
o Health & Hospital
o General Government

These Five service function categories account for the bulk of local government 
expenditure increases for the personnel and O&M object categories. Furthermore, they 
represent the kind of public service functions most likely to be impacted by an event like 
the Exxon-Valdez oil spill and cleanup. However, further analysis is required to investigate 
possible indirect connections between observed patterns of local government spending 
increases and the oil spill and cleanup events of 1989.

Concerning direct oil spill cleanup expenditures, eight out of nine local government 
jurisdictions reported direct personnel and O&M expenditures for oil spill cleanup during 
Fiscal year 1989 and the first six months of fiscal year 1990.
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O il Sp ill R .iated Revenues and Expenditures

All boroughs and cities within the oil spill area, except Soldotna, were directly 
affected by the Exxon Valdez oil spill. Total spill-related revenue reported by all nine local 
government jurisdictions through the end of calendar year 1989 was $6,136,000. Of this 
amount, $131,000 or two percent of the total is in outstanding invoices. Due to differences 
in accounting treatment, this $6,136,000 may also include advances of funds made by Exxon 
or the State which may be applied to continuing oil spill response expenditures. Total 
expenditures to date are reported at $6,091,000. Of this amount, $5,562,000 has been billed 
and/or reported as expended to date, leaving $529,000 as unbilled or unreported. The most 
current information provided by local jurisdictions suggests that of the amounts billed for 
reimbursement, less than one percent of the total was deleted from payments by Exxon 
Corporation.

Kenai Peninsula Borough was advanced $2,000,000 by Exxon Company, USA, to 
finance oil spill response activities within the borough. Under this borough’s accounting 
system, this money was treated as an advance. Funds applied to offset expenditures are 
taken as revenue at the time the expenditure is incurred, and the outstanding balance of the 
advance is then reduced. As of December 31, 1989, approximately $337,000 is being held 
for continuing oil response costs. Of the $1,612,000 expended, the borough reports that 
$661,000 was passed through to other agencies ($432,000 to Group A  cities, approximately 
$180,000 to U.S. Parks Service, and $50,000 to Seldovia). A ll applicable expenditures within 
the Borough have been reported to Exxon as drawdowns from the $2,000,000 advance.

Kodiak Island Borough reports they have received $1,730,000 from Exxon of which 
$99,000 was passed through to the City of Kodiak. To date the borough has reported 
$1,455,000 being invoiced, o f which $354,000 was to the State of Alaska and $1,101,000 was 
billed to Exxon. Based on the information provided and taking into account $326,000 in 
unbilled or unreported expenditures, the Borough has $204,000 in unapplied funds 
remaining. It is unknown whether these are for expenditures in other operating accounts 
which have not yet been included, or whether the entire amount is available for continuing 
oil spill response.

The local government jurisdictions in this report were requested to quantify their 
estimates as to how the o il spill affected revenues and expenditures for 1989, and to 
estimate how they would be affected .during 1990. A  review of the general financial 
information, submitted reveals that in most coastal areas there were substantial increases in 
sales taxes, business licenses, fines, and enterprise fees and charges. It must be assumed, 
where otherwise not reported, these increases resulted primarily from oil spill cleanup 
response. The increases were sufficient in size to offset losses in the same revenue sources 
resulting from decreased fishing and tourist activity. Increases due to oil spill response are 
of a one time nature affecting only the entity’s economy during 1989, while losses from 
commercial fishing activities resulting from the spill may well continue into future years.
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Sales taxes were strongly impacted. The influx of large numbers of people required 
for the massive cleanup efforts created increased consumer purchases. At the same time, 
a substantial amount of the materials and supply purchases by Exxon, or their contractors, 
were channeled through local merchants. The resulting increase in taxable sales was more 
than sufficient to offset short-term loss of sales taxes due to declines in business resulting 
from commercial fishing closures. Also, as fisherman gear up early in the year, the gear 
purchased for 1989 due to this spill, may not have been used, making it available for the 
1990 fishing season. This may materially reduce the need to purchase new gear in the 
spring of 1990. Such loss of business will be reflected in 1990 sales tax collections. In 
addition, if further major fishing closures are required, this will have a further deleterious 
effect on local businesses, causing further reductions in sales tax collection.

A  decline in one aspect of a local economy tends to have a domino effect on other 
sections. Thus, such a decline can also adversely affect other revenues dependent on the 
economic well being of the area. Contending with this loss of revenue may require that the 
jurisdiction either reduce the quality of services to its residents or that the loss be made up 
by increasing property tax rates, which in turn would increase property revenue.

Raw Fish Tax Impa ts

Fish tax represents an important revenue source for local governments; there is a 
high probability that this revenue source was affected by the Exxon Valdez oil spill. 
Unfortunately, changes in raw fish taxes are not reflected in the completed fiscal impact 
assessment templates because fish taxes paid by processors to the State of Alaska during 
1989 are not redistributed to local jurisdictions until mid-1990. Thus, in order to quantify 
any loss of fish tax resulting from the Exxon Valdez oil spill it is necessary to (1) project the 
value of fish that would have been landed in 1989 had the fisheries been conducted under 
normal conditions, (2) place a value on these fish, and (3) then derive an appropriate 
"without oil-spill" distribution of those revenues among the affected communities.

Information provided in the templates and the Alaska Department of Revenue, the 
total fish tax distribution to the affected boroughs and communities was $3,242,572 for the 
1986 fishing season, $4,158,836 for the 1987 season, and $8,640,153 for the 1988 season. 
Our projection of what the total fish tax distribution would have been for 1989 is $9,218,674. 
Provisional community and borough entitlements are then derived on the basis of 
post-season appraisals of actual fish runs and likely harvest levels.

The 1988 distribution formed the basis for computing the relationship between total 
salmon harvest values in 1988 and total projected salmon harvests by fishery area in 1989. 
This ratio, in turn, was applied to the total projected value of the 1989 season to derive the 
relative distribution among jurisdictions.
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1.0 I N T R O D U C T I O N

This interim report was prepared for the Oiled Mayors’. It is part of a larger ongoing 
study of the economic, social, and psychological impacts of the Exxon Valdez oil spill and 
cleanup. The fiscal analysis contained here is the first in a series of interim reports 
prepared by Impact Assessment, Inc.

During the period of massive oil-spill cleanup, local governments responded to the 
disaster. They committed community facilities, equipment, and personnel to help coordinate 
cleanup operations and to address sudden shifts in demand for local public services. The 
mayors in affected communities in Prince William Sound, the Kenai Peninsula, Kodiak 
Island, and the Alaska Peninsula joined forces and formed the "Oiled Mayors’" 
Subcommittee of the Alaska Conference of Mayors. On behalf of the Oiled Mayors’, the 
City of Kodiak issued a Request for Proposals calling for an integrated study of the 
economic, social, and psychological impacts of the oil spill and its cleanup. Four technical 
objectives are contained in the Scope of Work. They are:

o Task 1: Fiscal Impact Assessment

o Task 2: Business Impact Assessment

o Task 3: Psychosocial Impact Assessment

o Task 4: Final Technical Report

Work on Task 1 involved a series of meef’ngs with participating Finance Directors 
of the larger (Group-A) local government jurisdictions to develop a fiscal assessment data 
collection instrument. A  final set of "Fiscal Templates" were prepared and distributed to 
local government finance officers in Group-A communities in mid January 1990. This 
interim report is based largely on the results of the completed Fiscal Templates submitted 
by nine participating local government jurisdictions:

Kenai Peninsula Borough Kodiak Island Borough Cordova
Homer Kodiak City Valdez
Kenai City
Seward
Soldotna

The goal of this ongoing study is to provide the Oil Mayors’ with a comprehensive 
and systematic assessment of what happened to their communities as a result of the oil spill 
and cleanup. The results will be used to enhance oil spill impact mitigation, to plan and 
protect against future recurrences, and to inform appropriate legislative action.

Paee 1-1w —



The objective of this first interim report is to provide a preliminary examination of 
how the oil spill affected the fiscal position of the cities and boroughs of Prince William 
Sound, Kenai Peninsula, and Kodiak Island.

1.1 Organization

This report is organized into five sections, plus an Executive Summary. Section 1.0, 
this introduction, provides an overview of how this report fits into to overall study. Section
2.0 examines local government revenues. It provides an overview of the revenue structure 
of the affected jurisdictions before and during the oil spill and cleanup, and investigates the 
extent and magnitude of local government revenue impacts from the events surrounding the 
oil spill. Section 3.0 reviews local government expenditures over recent years to quantify 
the nature and extent of direct oil spill expenditures and to probe for evidence of 
expenditure patterns that may be indirectly related to the oil spill and cleanup. In Section 
4.0, spill-related revenues and expenditures are compiled for each local government 
jurisdiction. This section summarizes reimbursements received and claims submitted by 
local government jurisdictions for expenditures made as a direct result of the oil spill and 
cleanup activities. Section 5.0 provides a preliminary baseline assessment of what raw state 
fish tax receipts would have been had the oil spill not occurred. Special attention was given 
to raw state fish tax revenues for several reasons. First, fish tax revenues represent an 
important and growing source of revenues to local government jurisdictions. Second, this 
revenue source represents a direct link between the local economy and government 
operations. Third, redistribution of the state raw fish tax to local governments lags 
substantially behind actual fish harvesting and processing activity. Final fish tax revenue 
disbursements for fish processed in 1989 may not occur until June or July of 1990.

1.2 Overview of Analytical Approach

The trend-analysis approach, was used in Sections 2.0 and 3.0 tracks revenue and 
expenditure levels for several years to observe whether the fiscal pattern during the impact 
year differs from a baseline of prior years. Since most of the local governments report on 
a fiscal year basis, the most recent fiscal year data available was for that ending June 30, 
1989. Unfortunately, F Y  1989 covers only three and one-half months of the post-spill 
impact period, and can provide only a glimpse of possible impacts beyond those identified 
by the documentation of reimbursement and claims. TTiis interim report includes 
observations about these impacts. Data from F Y  1986, F Y  1987, F Y  1988 and F Y  1989, 
however, also provide essential components of a baseline for evaluating impacts during the 
post-spill period and in the future.
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In some cases, the trend analysis approach was applied to monthly data for selected 
revenue sources. Similar comparisons can also be made for selected expenditure categories 
(e.g., personnel and operations/maintenance). A  basic assumption in this approach is that 
the "no-spiU" baseline revenues and expenditures in 1989 are closely aligned with the 
composition and magnitude of revenue patterns in 1988. This ignores special circumstances 
that may influence the magnitude of revenue sources in any particular year, as well as 
patterns observed in earlier years. A  preferred approach is to develop a no-spill, 1989 
baseline estimate for selected revenues and expenditures by adjusting the 1988 calendar year 
data to reflect both historic patterns and special circumstances, and then to compare that 
baseline with the actual 1989 calendar year data to derive the revenue and expenditure 
impacts. This kind of approach will be included in the fiscal baseline analysis in the final 
report.

Section 4.0 incorporates an approach that documents the spill-related reimbursements 
received and claims made by the jurisdictions. These include the revenues received from 
Exxon, other private parties and the state and federal government as reported in the 
jurisdiction’s oil-spill account. While this approach provides a useful preliminary assessment 
of impacts, it is incomplete on at least two grounds. First, it reflects only those costs 
perceived by local officials and recognized by the reimbursement entity as valid spill-related 
claims; therefore, some costs related to clean-up activity may not be included. Second, it 
reflects, at best, only those costs and reimbursement revenues related to the clean-up 
activity, and does not take into account the fiscal impacts related to either the closure or 
dislocation of the fishing industry or the subsequent shut-down of the spill cleanup activity.

The above approaches capture only quantitative impacts for 1989 that can be 
discerned from the jurisdiction’s financial statements. Not accounted for in these 
approaches are the costs of increased service demands for specific service functions, the 
costs of added capacity or the costs resulting from resources diverted within the local 
government to cleanup activity or diverted from personal use to expanded responsibility. 
Additional quantitative data as well as information about how the oil spill affected the 
structure and process of local government service delivery are now being collected. In the 
Final Report, quantitative analysis will be supplemented with understandings about "what 
the numbers mean" gleaned from the process information regarding local government 
service delivery.
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Finally, these approaches capture only those impacts accrued to the local 
governments in 1989. They do not take into account any impacts extending into 1990 or 
beyond. Nor do they reflect impacts in other sectors of the local or regional economy. 
Many important revenue sources have a time lag between the time an event occurs and the 
time the revenue is actually received by the local government. As noted above, the impact 
of the 1989 fisheries closure on state fish tax revenues will not be observed by the 
jurisdictions until June 1990 and the effect of fluctuating property values due to the 1989 
fisheries closure and the boom and bust nature of the cleanup activity may not be reflected 
in property tax revenues until after July 1990; that is, in fiscal year 1991. These delayed 
impacts are noted in this report. However, it is obvious that fiscal impacts tied to the events 
of March 24 will continue into the future. A  quantitative assessment of longer-term impacts 
is beyond the scope of this study. However, this preliminary assessment is sufficient to 
indicate the need for an on-going monitoring program to assess impacts that accrue to local 
governments in future years.

1.3 Acknowledgements

The scope of work call for a data collection effort that may be unprecedented in its 
depth and breadth for fiscal impact analysis. We emphasized in the template instructions 
that "the quality of the study and the usefulness of the results to affected communities will 
depend primarily on the accuracy and detail of the information provided by each jurisdiction 
included in the study." The effort committed to the development and completion of the 
Fiscal Templates and, therefore, the quality of data on which this analysis is based is a credit 
to the finance officers and staff of each local government.
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2.0 LO CA L GOVERNM ENT REVEN U ES

The first part of this section presents an overview of the pre-spill revenue structure 
of the local governments affected by the oil spill. Major sources of revenue are identified 
and ranked by order of importance for F Y  1986. Significant changes in the order of 
importance for the period F Y  1986 to F Y  1989 are noted. The second part examines 
revenue sources most likely to be impacted by the oil spill and cleanup events. Observations 
about revenue trends are made from a preliminary analysis of the data that has been 
received.

2.1 Introduction

22 Revenue Structure

Local governments receive their revenues from six sources, which vary in order of 
importance among the jurisdictions impacted by the oil spill. Four sources: taxes,
intergovernmental revenues, charges for services, and miscellaneous, provide at least 97 
percent of the revenues in each of the nine jurisdictions studied. Two sources, licenses & 
permits and fines & forfeitures, account for even less than one percent of total revenue in 
many jurisdictions.

Charges for services was the leading revenue source of four entities (Cordova, 
Homer, Seward and City of Kodiak) in F Y  1986. It ranked second, third or fourth in five 
jurisdictions. From F Y  1986 to F Y  1989, this source dropped in ranking in two entities. 
The major charges for services were for hospital (Cordova, Kenai Peninsula Borough, 
Seward, and Kodiak Island Borough), water and sewer (all but Kenai Peninsula Borough), 
and harbor and port (all but Kenai Peninsula Borough, Soldotna and Kodiak Island 
Borough).

Taxes ranked as the leading source for F Y  1986 in three jurisdictions, was second-, 
third-, fourth-ranked in six entities. From F Y  1986 to F Y  198*9, this source dropped in 
ranking in three jurisdictions and increased its ranking in one. Property taxes are collected 
in all jurisdictions and were the major source of F Y  1986 tax revenue in four (Valdez, Kenai 
Peninsula Borough, Seward, and Kodiak Island Borough). Sales taxes provided the most F Y  
1986 tax revenue in five entities (Cordova, Homer, City of Kenai, Soldotna, and City of 
Kodiak) and are not a revenue source for Valdez or Kodiak Island Borough. Sales tax 
replaced property tax as the major source of F Y  1989 tax revenue in Seward.

Intergovernmental revenues was the major source of F Y  1986 revenue for three 
jurisdictions (Kenai Peninsula Borough, City of Kenai, and Kodiak Island Borough). It 
ranked second or third in six entities. From F Y  1986 to F Y  1989, this source increased from 
third to second place in Cordova, and dropped from second to third in Valdez and Homer.
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Three jurisdictions (Valdez, Kenai Peninsula Borough, and Kodiak Island Borough) 
received state school revenues which was their highest or second high source of 
intergovernmental revenues.

A ll jurisdictions except Cordova received state capital grants, which ranked as the 
highest source of F Y  1986 intergovernmental revenue for four entities (Valdez, 
Homer, City of Kenai, and Soldotna), and ranked second in two jurisdictions.

A ll nine local governments received state municipal assistance, which was the second 
largest source of F Y  1986 intergovernmental revenue for five entities, and was first 
place in one (City of Kodiak).

State general revenue sharing was the third place source of F Y  1986 
intergovernmental revenues in Five jurisdictions, and ranked first or second in two.

State operating grants were received by seven entities, and it ranked as third, fourth 
or fifth highest source of F Y  1986 intergovernmental revenue in five.

Other state shared revenues ranked in fifth, sixth or seventh place among F Y  1986 
intergovernmental revenues in six of the eight jurisdictions receiving this source.

Eight entities received state raw fish tax in F Y  1986; all nine received state raw fish 
tax in F Y  1989. This source increased its ranking as a source of intergovernmental 
revenue from F Y  1986 to F Y  1989 in eight of the nine jurisdictions; the exception 
was Cordova where it ranked as the top source in F Y  86 and F Y  89.

Miscellaneous revenues was the fourth ranked source of F Y  1986 total revenue in 
six jurisdictions, but ranked second or third in three entities. By F Y  1989 it increased its 
ranking in three entities. Investment income was the leading source of miscellaneous 
income in seven jurisdictions and was the second leading source in the other two (Seward 
and City of Kodiak) behind other miscellaneous. Rents and leases were sources of 
miscellaneous income in six entities.

Licenses and permits were the fifth ranked source of F Y  1986 revenue for eight 
jurisdictions, and not reported as a source by Kenai Peninsula Borough.

Fines and forfeitures ranked as the lowest source of F Y  1986 revenue in seven 
jurisdictions, and were not a source in Kenai Peninsula Borough or City of Kodiak. These 
two sources switched fifth and sixth place rankings in F Y  1989 in Cordova, Homer, City of 
Kenai, and City of Kodiak.
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This section examines patterns of change among revenue sources most likely to be 
impacted by the oil spill. Special attention is given to the timing of impacts, i.e., when the 
revenues were likely to be reflected in local government revenues. Some impacts may be 
observed during the year of impact while others are characterized by time lags in receipt of 
revenue. Several observations and tentative conclusions about oil spill cleanup impacts are 
drawn from these revenue data. Also, we suggest some precautions on interpreting these 
data in light of the differential timing of impacts.

Impact Linkages

7fhe Exxon-Valdez oil spill on March 24, 1989 led to two major sources of impact: 
1) the oil spill cleanup activity and 2) closure of the fisheries. Each has positive and 
negative effects on specific revenue sources which may be acting concurrently or at different 
times. The boom and bust nature of the spill cleanup activity and the fisheries closure 
affected communities differently. Consequently, revenue impacts were likely to have been 
distributed unevenly across time and among affected communities. The following discussion 
establishes how two sources of impact are linked to changes in population and business 
activity and ultimately to changes in selected sources of revenue.

These linkages are derived from a model in which the sources of impact (Cleanup 
and fishery closures) and characteristics of the affected communities interact to influence 
economic and demographic conditions, public service demand, and local government costs 
and revenues. Key characteristics include: (1) total work force requirements and local 
availability of labor which affect the amount and timing of population influx or out­
migration, v/hich in turn affect the nature and magnitude of public service demands; (2) 
resource requirements and linkages with other economic sectors which are key determinants 
of private sector economic impacts; and (3) the level of investment in project or event- 
related facilities. A1J of these characteristics may be factors in the local public sector 
revenues generated by the event.

2.3 Revenue Impacts
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Demographic impacts are influenced by local community characteristics in several 
ways. First, the size of the local population, resident’s skill levels, and the extent of 
underemployment and unemployment may determine the number of workers hired locally, 
and conversely, on the number who will be in-migrants. Second, local characteristics have 
a substantial influence on the settlement patterns of in-migrating workers and their families, 
as well as the number of workers who bring their families to the area. (City and Borough 
employment and population estimates, as well as other tax data, are summarized in 
Appendix A  of this report.)

Private sector business impacts are influenced substantially by the local economic 
structure, which will affect the source of impact’s ability to purchase supplies and materials 
locally and may influence the propensity of project workers to purchase goods and services 
locally.

Public service impacts are influenced by any excess capacity in the local public 
infrastructure, which will affect its ability to absorb new populations and the cost of meeting 
growing demands for services.

Fiscal impacts are also influenced substantially by local community characteristics. 
Differences in local tax structures can greatly affect the magnitude and timing of revenues 

derived from a source of impact and the accompanying population growth and related 
business activity. In addition, the arrangement of jurisdictional boundaries in relation to the 
places of changed economic activity and location of worker’s residences can, in some cases, 
lead to substantial mismatches of cost and revenue impacts.

Overview of Impacts

Demographic and Private Sector Business Impacts

Many in-migrants were attracted to the impacted communities in search of 
employment in clean-up activities. The closure of the fisheries also caused resident workers 
to be dislocated from the fishing industry to the cleanup effort and supporting service 
activity. Further demographic shifts, including out-migration, were reported after the 
September phaseout of clean-up activity; such as residents using their savings and money 
earned from the oil spill cleanup to buy property in and relocate to other Alaskan or outside 
communities.
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Private sector business impacts include changes in jobs, payrolls and sales in the 
community due to the source of impact, plus investment or disinvestment in plant facilities, 
business enterprises and/or housing, and changes in the local cost of living. These business 
impacts of the oil spill contain both boom and bust components, occurring simultaneously 
in some communities. On one hand, local economies could expect to benefit from: 1) the 
clean-up activity payrolls spent on purchases of consumer goods and services; 2) direct 
purchases by the clean-up operation of goods and services; and 3) potential investment in 
property & new construction by clean-up industry, local business expansion, and in-migrating 
workers.

On the other hand, the economic boom from clean-up activity could be expected to 
be offset in some communities by loss of fishing and fish processing, resulting in decreased 
purchases of goods & services by local consumers and by the fishing industry for inputs or 
processing, as well as decreased investment by the fishing sector in plant and equipment, 
and by workers and support service businesses in property and construction. Many adverse 
impacts may be long-term, extending beyond the summer of 1989. For example, because 
m any fishing supplies purchased last spring never got used, the spill’s effect on support 
services may not be apparent until well into 1990. Similar economic decline in the local 
communities could be expected due to the September phaseout of clean-up activity and 
uncertainty over the status of continued cleanup in 1990.

Local Government Revenue Impacts

The timing of revenue receipts vary substantially by type of revenue source. Changes 
in some revenue sources might be received almost immediately and thus could be reflected 
in the revenue figures for F Y  1989 ending June 1989. However, revenue impacts associated 
with the oil spill and cleanup activity during for the April - June 1989 period as well for the 
July - December 1989 period may not be reported until late FY90 or early FY91. 
Furthermore, some revenue sources (e.g., property tax and raw fish tax) are lagged such that 
the increased revenue will not be received by the local government until 1990 or even after 
July 1, 1990 in FY91.

Charges for Services. Local government services and infrastructure were subjected 
to a barrage of simultaneous expectations which should be reflected to some extent in 
revenues received as charges for services. These impacts include, for example: 1) direct 
demands on public services by the clean-up operation; 2) demands on public services by 
increased population with increased income; and 3) demands on public services by people 
dislocated from the fishing industry and from the subsequent phaseout of the cleanup effort.

The clean-up operation directly placed added demands on water and sewer harbor 
and port, and airport services, which should be reflected in increased charges for services 
in some jurisdictions. Concurrently, these service functions may have faced decreased 
demand and received declining revenues due to the closure of fisheries and/or fish 
processing.
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The added population with increased income placed such demands on public services 
as: 1) social services, police and fire services, and other city or borough services; 2) school 
changes resulting from short-term increases in population, shifting work loads, cancellations 
of classes, and other shifts in school-related activities resulting from the oil spill; 3) public 
health services related to coping with increases in population, including wastewater, drinking 
water, and infectious disease issues related to population increase; and 4) costs related to 
changes in use-pattems of city facilities, including changes in maintenance and utility costs. 
Changed demand for some of these services impact the charges for services revenue source.

Not to be overlooked are demands placed on public services such as health and social 
services, public safety, and general government during severe economic decline by people 
dislocated from the fishing industry and from the subsequent phaseout of the cleanup effort. 
The linkage between changes in economic activity and public service impacts is asymmetric. 
Local governments face increasing service demands in response to times of economic boom 
and bust. Increased service demand would be reflected in increased charges for services 
only to the extent of peoples’ ability to pay.,

Taxes. Sales tax revenues are a direct reflection of private sector business activity. 
They can be expected to increase due to injection of new dollars spent on purchase of local 
taxable goods and services from increased payrolls or direct purchases from clean-up activity. 
Concurrently, sales tax revenues can decrease due to declining purchases from decreased 
payroll and/or direct purchases from loss of fishing and subsequent phaseout of cleanup 
activity. Therefore, the sales tax impact of the oil spill may be positive, negative or neutral, 
depending upon the timing and mix of spill cleanup and fisheries activity. Furthermore, 
there is a lag of several months between date of sale and the receipt of sales tax revenue.

Property tax revenues are directly related to the assessed valuation of property, which 
also reflects the level of private sector business activity.. This revenue source can be 
expected to increase with new investment and new construction during economic expansion 
and in-migration, to decrease with economic decline and out-migration, or to show no 
change if the increase in one type of business activity is offset by decrease in a.'other 
business sector. Property tax revenues are lagged due to the assessment, collection and 
distribution process. For example, new construction taking place in 1989 will be entered on 
the assessment rolls on April 1,1990; thus the increased revenue will not be received by the 
local government until after July 1, 1990. Changes in property value due to either inflated 
or declining markets may take even longer to work through the assessment cycle and 
distribution of tax revenue.
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Hotel/motel tax revenues reflect in-migration of short-term and transitory residents. 
Beyond the normal impacts of tourism, these revenues should increase with the spill cleanup 
activity and be adversely affected by fisheries decline and cleanup shutdown. Like the sales 
tax, the hotel/motel tax revenues are distributed with a three-month time lag.

Intergovernmental Revenues. State raw fish tax is recorded not as a source of tax 
revenue but as an intergovernmental revenue because local governments receive it from the 
state government. The level of this source is directly related to the sales volume of raw fish 
processed by facilities located within the local jurisdiction. Because of the time lag in 
distribution, impacts of 1989 fisheries closures will be reflected in revenues received by local 
governments in June 1990.

Some intergovernmental revenues may be directly related to the oil spill to the extent 
that population is a factor in the allocation formula for distribution to local governments. 
Such revenue impacts of population change, however, would likely not show up as revenues 
until 1990 due to the population estimate as of July 1, 1989 and the time lag in the 
distribution of funds. Other intergovernmental revenues, such as state or federal grants, 
with the exception of specific state grants directly related to the spill, would depend on 
decisions by higher levels of government and be only indirectly related to the oil spill, if at 
all, and not likely be received in 1989.

Other Revenue Sources. Two revenues sources, while providing a very small portion 
of total local government revenues, are potential indicators of oil spill impact. Licenses and 
permits is a source that is sensitive to changes in both business activity and population, and 
fines and forfeitures is a source reflecting population change.

Three sources of miscellaneous revenues may also indicate oil spill impact. Rents 
and leases would likely increase with expanded business activity and decrease with business 
decline. Valdez Oil Spill revenues represent spill-related payments from Exxon, VECO  or 
other private parties. Investment income might increase or decrease depending upon the 
cash-flow situation created by the timing of spill-related revenues and expenditures.

Observations and Findings

Some preliminary observations about selected revenue impacts can be drawn from 
the revenue data that has been examined to date. These are based on partial analysis of 
fiscal year data from 1986 through 1989, augmented by an initial comparison of the available 
monthly data for the 1988 and 1989 calendar years, and reinforced by opinions expressed 
by the local finance directors about spill-related changes in 1989 revenues.
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Taxes

Two sources of tax revenue should reflect oil spill impacts during calendar year 1989. 
These are sales tax and hotel/motel tax.

Sales tax impacts of events after March 24, 1989 could not be expected to be 
observed in F Y  1989, however, due to the lag between sales and receipt of revenue. On the 
other hand, Homer reports on a calendar year basis and their data on the saler tax table 
shows 1989 sales tax revenues to be significantly higher than their 1986-88 trend, as shown 
in Table 2-1. Their 1988-89 increase of 35 percent exceeded their three percent average 
annual growth rate for 1986-88.

Preliminary comparison of 1989 and 1988 monthly sales tax revenues reported by five 
jurisdictions confirms that revenues increased following the spill, as shown in Table 2-2. The 
$11 million total sales tax received by those entities during the second half of 1989 
representing the post-spill period was 49 percent higher than what they received during the 
first half of 1989 representing the pre-spill period. This increase was more than the 39 
percent increase for the 1988 second half over the 1988 first half. The second half total of
1989 also exceeded the $9.4 million second half total of 1988 by 18 percent; in contrast, the 
total sales tax revenues received by those same jurisdictions during the first half of 1989 
exceeded the $6.8 million first half of 1988 total by only ten percent. Each entity reporting 
these data showed total July to December 1989 sales tax revenues greater than for the 
comparable 1988 period and for the first half of both years. Monthly sales tax revenues 
tended to be lower in 1989 than in 1988 for the six months representing the pre-spill period, 
and tended to be higher more often in 1989 during the six post-spill months.

To the extent this increase resulted from direct purchases of spill cleanup equipment, 
goods and services as well as purchases of consumer goods by people employed in cleanup 
activity, local jurisdictions should anticipate a dramatic reduction in sales tax revenues in
1990 coincident with the phase-out of the cleanup activity in fall 1989.

Hotel/motel tax revenues were reported separately by the ’ aldez and City of Kodiak, 
and included in sales tax revenues by other entities. Calendar year 1989 revenues from this 
source in Valdez, which keeps their financial records on a calendar year basis, were 64 
percent higher than for C Y  1988, while the average annual rate of change from C Y  1986 
to C Y  1988 showed a ten percent decline. Comparison of the 1983 and 1989 monthly data 
appear to show total July to December 1989 revenues for this source considerably higher 
than for either the second half of 1988 or the first half of both years. Revenue from this 
source is also likely to decline in 1990 reflecting the late 1989 cutback in spill cleanup 
activity.
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TABLE 2-1 SALES TAX REVENUES BY LOCAL GOVERNMENT JURISDICTION
Fiscal Year 1986 - Fiscal Year 1990 (First Six Months)
(Thousands of Dollars)

KENAI CITY OF KOOIAK CITY OF

C0R00VA VALDEZ BOROUGH HOMER KENAI SEVARD SOLDOTNA 80R0UGH KODIAK

yIa r  _

FY 86 $1,171 $0 6,961 $1,297 $2,152 $234 $2,635 $0 $3,792

FY 87 1,142 0 6,589 1,124 1,978 448 2,509 0 3,776

FY 88 1,208 0 6,614 1.378 ' 2,127 783 2,396 0 3,325

FY 89 1,444 0 7,114 1,859 2,277 918 2,522 0 3.657

FY 90 4,635 1,253 1,451 2,758

SOURCE OF OATA: Template # 2 for all comnunities

TOTALS

$18,242
17,556

17,831

19,791

10,097



TABLE 2*2 COMPARISON OF 1989 ANO 1988 SALES TAX REVENUES BY LOCAL GOVERNMENT JURISDICTIONBy Six Month Periods(Thousands of Oollars)
CITY OF 
CORDOVA

KENAI
BOROUGH

CITY OF 
HOHER

CITY OF 
KENAI

JULY - OEC. 89 1092 4635 1284 1253
JAN. - JUNE 89 426 3226 575 1065

DIFFERENCE 665 1409 709 188
PERCENT CHANGE 156% 44% 123% 18%

JULY - OEC. 88 922 3888 924 1212
JAN. - JUNE 88 414 2950 454 1039

DIFFERENCE 508 938 470 173
PERCENT CHANGE 123% 32% 104% 17%

JAN. - JUNE 89 426 3226 575 1065
JAN. - JUNE 88 414 2950 454 1039

DIFFERENCE 12 276 121 26
PERCENT CHANGE 3% 9% 27% 3%

JULY - DEC. 89 1092 4635 1284 1253
JULY - OEC. 88 922 3888 924 1212

DIFFERENCE 170 747 360 41
PERCENT CHANGE 18% 19% 39% 3%

CITY OF 
KOOIAK TOTAL

2758 
2126 
630 
3 OX

2436
1899
537
28%

2128
1899
229
12%

2758
2436
322
13%

11022
7420
3602

49%

9382
6756
262539%
7420
6756
664
10%

11022
9382
164017%

SOURCE OF DATA: Templates A 3a and A 3b for all comnunities



Charges for Services

Water/sewer revenues were reported by eight jurisdictions, as shown in Table 2-3. 
The $6.1 million F Y  1989 total was four percent higher than their $5.9 million F Y  1988 
total; however this growth was less than the F Y  1986-88 average annual rate of growth of 
nine percent. Five entities showed F Y  1988-89 increases. Preliminary comparison of 
monthly data reported by six jurisdictions suggest that 1989 water/sewer revenues may have 
exceeded 1988 revenues during some post-spill months in Cordova, Valdez and City of 
Kodiak. The 1989 monthly revenues appear to reflect the 1988 pattern in Homer, City of 
Kenai and Kodiak Island Borough.

Harbor/port revenues were reported by six entities (Table 2-3). Their $6.3 million 
percent F Y  1989 total was 22 percent higher than their $5.2 million F Y  1988 total. This 
growth exceeded the ten percent F Y  1986-88 average annual rate of growth. Five of the six 
entities had FY'1988-89 increases, which the changes ranging from a 110 percent increase 
in Valdez to a two percent decrease in City of Kodiak. The monthly data for harbor/port 
revenues reported by four jurisdictions appear to suggest increased use activity during the 
post-spill months in each entity.

Airport revenues were reported by three jurisdictions (Table 2-3). Their $322,000 
F Y  1989 total was four percent less than their 5334,000 F Y  1988 total, which had remained 
fairly level since F Y  1986. Valdez had a F Y  1988-89 increase of 73 percent and Soldotna 
had a one percent increase, while City of Kenai had an 18 percent F Y  1988-89 decrease.

Hospital revenues were reported by four jurisdictions in F Y  1989 (Valdez showed 
hospital revenues in the previous years.) AJ1 four showed F Y  1988-89 increases in revenues 
ranging from nine percent in Cordova to less than one percent in Kodiak Island Borough. 
However, the monthly data reported by Kodiak Island Borough shows a 27 percent increase 
for CY89, with ten months where revenues in 1989 exceeded those in 1988 in both the pre­
spill and post-spill months.

Eight jurisdictions reported charges for services in the "All Other" category. These 
totaled $10.4 million in F Y  1989 which was four percent higher than their $9.9 million total 
in F Y  1988, compared with a nine percent average annual F Y  1986-88 growth rate. Seven 
entities showed an F Y  1988-89 increase in this revenue source. Five jurisdictions reported 
1988 and 1989 monthly data for this category. It appears that the 1989 revenues were higher 
than those in 1988 during most months in ail five entities, but to a greater extent during the 
post-spill months in most jurisdictions.
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r
TABLE 2-3 CHARGES FOR SERVICE REVENUES BY LOCAL GOVERNMENT JURISDICTION 

Fiscal Year 1986 - Fiscal Year 1990 (First Six Months) 

(Thousands of Dollars)

1 CORDOVA VALDEZ

KENAI

BOROUGH HOMER

CITY OF 

KENAI SEVARD SOLDOTNA

KOOIAK

BOROUGH

CITY OF 

KOOIAK

TOTALS

' ri FY 861
WATER/SEVER $399 $238 $0 $830 $678 $603 $424 $190 $1,635 $4,398

- HARBOR/PORT S06 204 0 1,398 0 793 0 0 1,396 4.297

i AIRPORT 0 29 0 0 233 0 66 0 0 223i HOSPITAL 1.445 616 13,755 0 0 1,552 0 5,261 0 c2.529
ALL OTHER 410 0 283 1,049 90 5,244 477 105 721 8,373

i TOTAL $2,759 $1,086 $14,038 $3,276 $1,001 $8,192 $967 $5,655 $3,753 $40,727

FY 87

1 WATER/SEVER $408 $256 $0 $885 $711 $625 $432 $436 $1,763 $5,516
1f HARBOR/PORT 448 227 0 1,597 1 834 0 0 1,551 4.653

AIRPORT 0 40 C 0 224 0 76 0 0 340
HOSPITAL 1.735 731 13,730 0 0 1,612 0 5,009 0 22,817

; 1
\1 I

ALL OTHER 148 0 1,782 571 78 5,042 613 258 650 9.142

1.
TOTAL $2,740 $1,254 $15,511 $3,054 $1,014 $8,113 $1,120 $5,703 $3,964 $42,473

FY 88
j WATER/SEWER $418 $242 $0 $958 $709 $648 $519 $422 $1,966 $5,332

HARBOR/PORT 519 303 0 1,722 91 885 0 0 1.548 5.153
: AIRPORT 0 37 0 0 226 0 71 0 0 224
«
j HOSPITAL 1,848 818 14.173 0 0 1.488 0 6,088 0 24.415

ALL OTHER 357 0 1,850 572 60 5,263 676 553 611 9.942

J
TOTAL $3,143 $1,400 $18,023 $3,253 $1,085 $8,284 $1,266 $7,062 $4,226 $45,742

f
FY 89

VATER/SEVER $437 $384 $0 $937 $691 $713 $523 $415 $2,003 $6,103j HARBOR/PORT 538 637 0 2,324 205 986 0 0 1,620 6.310

L AIRPORT 0 64 0 0 186 0 72 0 0 322
HOSPITAL 2.018 0 15.492 0 0 1,590 0 6.106 0 25,206

\
ALL OTHER 361 0 296 1,679 66 5.609 848 873 644 10,375

TOTAL $3,354 $1,085 $15,787 $4,977 $1,149 $8,898 $1,444 $7,393 $4,267 $48,354

* r FY 90

i WATER/SEWER $351 $211 $220 $1,113 $1,335
HARBOR/PORT 76 0 0 753 829

• AIRPORT 89 48 0 0 137

1 HOSPITAL 0 0 3,503 0 3,503
i

ALL OTHER 382 72 294 809 305 1.352

( TOTAL $382 $588 $552 $4,532 $2,171 $3,225

SOURCE OF OATA: Template i I for al 1 communities
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Miscellaneous Revenues

Rents & leases revenues were reported by five jurisdictions, of which three showed 
a F Y  1988-89 increase. The F Y  1988-89* changes ranged from a 59 percent increase by the 
Valdez to a 96 percent decrease by the City of Soldotna. The five jurisdictions reporting 
monthly data showed a 1989 second half total of $1 million, which was a 15 percent increase 
over the 1989 first half total of $873,000. The 1989 second half total was nine percent less 
than the $1.1 million second half total of 1988, while the 1989 first half total was 23 percent 
less than the $1.14 million first half total for 1988. To the extent the 1989 second half 
increases were related to spill cleanup activity, the jurisdictions might expect this revenue 
source to decline in 1990.

Investment income revenues were reported by all nine jurisdictions, of which seven 
showed F Y  1988-89 increases. The F Y  1988-89 changes ranged from a 48 percent increase 
in the City of Kodiak to a 24 percent decrease in Kodiak Island Borough. Seven 
jurisdictions reported monthly data on investment income. Preliminary comparison of these 
monthly data indicate that during the nine post-spill months, 1989 investment income tended 
to exceed that for the 1988 months in four jurisdictions, but not during the three pre-spill 
months. In three other entities, 1989 investment income appeared to be higher in 1989 than 
in 1988 during the pre-spill months and to be lower during the post-spill months in 1989 
than in 1988.

Other Revenue Sources

Licenses and permits revenues reported by eight jurisdictions totaled $1.1 million in 
1989, a 16 percent increase over their $977,000 total for 1988, which compared with a 19 
percent average annual rate of decline for the 1986-88 period, as shown in Table 2-4. Only 
four entities showed increases in 1989 over 1988, and the percentage increase for each 
exceeded their average annual rate of growth for 1986-88. In addition, the 1988-89 declines 
for two entities were less than their average annual rate of decline for 1986-88. Initial 
comparison of the 1988 and 1989 monthly data reported by five entities show monthly 
revenues tended to be lower in 1989 than in 1988 for the three months representing the pre­
spill period, but tended to be lower less often in 1989 during the nine post-spill months. 
Three of the entities showed total April - December 1989 licenses and permits revenues 
higher than for the comparable 1988 period.
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TABLE 2-4 LICENSE AND PERMIT REVENUE BY LOCAL GOVERNMENT JURISDICTION
Fiscal Year 1986 - Fiscal Year 1990 (First Six Months)
(Thousands of Dollars)

KENAI CITY OF KOOIAK CITY OF TOTALS

CORDOVA VALOEZ BOROUGH HOMER KENAI SEVARO SOLDOTNA BOROUGH KOOIAK

YEAR

FT 86 $35 $27 $0 $99 $52 $187 $90 $957 $38 $1,485

FT 87 36 2S 0 36 36 62 40 1.803 41 2079

FY 8'8 47 35 0 45 16 73 39 577 45 977

FT 89 0 83 0 41 15 132 40 779 41 1131

FT 90 7 5 59 34 105

SORCE OF OATA: Template t 2 for all conmunities
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