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What should the legislature do to Capital budget 30%
continue to balance the stats budget - Stale employees 18%
What should be reduced? Permanent Fund 14%

Wages/benefits 13%

Entitlement programs 10%

Unsure

5%

Revenue-sharing (Muni) 4%
PFD inflation-proofing 3%

Educational aid 1%
Upper mgmt. levels 1%
Across the board 1%
"If state policy requires that taxes be Sales tax 38%
raised, which taxes do you think should Income tax 26%
be raised?" Oil industry tax 14%
Business taxes 12%
Property taxes 2%

Alaskans want to save the money in the

"After the Prince Williams Sound oil spill,
Alaska's state legislature established a spe-
cial tax on the oil industry of 5 cents per
barrel to go into an emergency response
fund to be available to respond to future
oil spills if necessary. The goal was to
build the fund up so that 50 million dol-
lars would be available, then eliminate the
tax. Do you favor or oppose this goal?"

"Do you feel the money placed in the
emergency response fund should stay there
until it builds up to 50 million dollars, or
should it be spent as it is being collected in
order to provide money for operating
expenses of the Department of
Environmental Conservation and other
purposes?”

"The special tax was to be eliminated after the
emergency fund reached a balance of $50 million.
However, much of the money has been spent, so
even though the oil industry has paid over $100
million in special taxes into the fund, the balance
of the fund remains far below $50 million and the
special tax remains in effect. Do you approve or
disapprove of the State's current practice of keep-
ing the fund balance below $50 million so the
special tax can stay in effect?"

Favor 86%
Oppose 12%

Unsure 2%

Stay there 79%
Be spent 19%

Unsure 2%
Approve 22%
Disapprove 71%
Unsure 7%

Sales Tax
38%

"470" fund.
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Income Tax
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Qil Industry Business

Tax T4
14% 2
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[83 Unsure
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And they would like ANWR to be developed.

"Do you feel oil and gas exploration should Should 69%
or should not be allowed within the ANWR Should not 26%
Coastal Plain?" Unsure 5%

Usure Swouldnot  Should
5% 26% 69%

More oil industry workers live here than Alaskans realize.

"As far as local hire is concerned, what ) ]
percentage of Alaska's oil industry workers — | ! Actual residency of industry workers

are residents of the State of Alaska?"

0-20 percent 10%
21-40 percent 13%
41-60 percent 28%
61 -80 percent 25%
81-100 percent ">% m . m . u 1

b VAl il A

And the industry contributes more to state revenues than Alaskans realize.

"As far as you know, what percentage of Actual state revenue by source

Alaska's state budget is provided by the
oil industry?"

0-40 percent 12%
41-60 percent 19%
61-80 percent 32%

81-100 percent 20% 0-40% 41-60 6180 81-100

Percent  Peicenl  Percent Percent

The Methodology

‘'uring the period August 24 through September 1, 1993, five hundred and sixteen Alaskans over the age of eighteen, i
fifty five communities were personally contacted by telephone by professional interviewing employees of the Dittman Researcl
Corporation of Alaska. The views and op nions of the individual Alaskan residents were recorded on a strictly confidents
basis. A random sample design was featured which provided that all adult residents of the communities selected essential!
had an equal chance of being interviewed. The sample was randomly selected from current telephone subscribers listed in th
most current directory for each community. Dittman Research Corporation employees completed the coding, editing, dat
entry and verification and the data was processed using the program Statistical Package for the Social Sciences (SPSS/PC+.)

The Alaska Oil and Gas Association (AOGA) is a private, non-profit industry trade organization.
Its members are companies engaged in oil and gas exploration, production, refining, transportation and marketing activities in Alaska.
The purpose of the organization is to promote and foster the interests of all branches of the Alaska oil arid gas industry through cooperative pfforl.

If you have questions or comments about this survey, or would like to know more about
the activities of the Alaska Oil and Gas Association, please write to us at the following address:

Alaska Oil & Gas Association

121 West f-ireweed Lane, Suite 207, Anchorage, Alaska 99503
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S , cL&oMyu [W
TO: Representative Bill Williams, Chair
House Resources Committee

ATTN: Mary McDowelL

FROM: Jack Chenowet
Legislative/Co

This amendment addresses the handling of providing for the costs of construction or
rehabilitation of one oil-sucking ferry from the "470 Fund."

lappreciate your suggestion on how to address the request. However, in drafting the
main bill | made a decision that (1) this would be a bill that would likely receive
serious consideration and (2) itwould be a bill that would be substantively divisive.
Given the differences that exist between majority and minority members of both
houses, ldecided thatobtaining a two-thirds vote for an effective date in this bill was
problematical and determined not to draft the bill in a way thatoperative provisions
of itwould be dependent upon approval of delayed effective dates.

['am going to stay with that decision and, in drafting this amendment, have decided
to forego any mention of an effective date. You will note, then that AS 19.65.025
and AS 46.08.040(d) are amended to authorize construction of only one vessel. A fter
that vessel construction iscompleted, the authorization becomes moot. A legislator,
the department, or the revisor of statutes may, at some future date, propose the
actual repeal of the language.

JBC:pl
93-223.plm
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AMENDMENT

OFFERED IN THE HOUSE
TO: HB 238

Page 1, line 3:
Delete "marine highway vessels"

Insert "more than one marine highway vessel"

Page 2, following line 2:
Insert a new bill section to read:
"* Section 1. AS 19.65.025 is amended to read:

Sec. 19.65.025. VESSEL DESIGN AND CONSTRUCTION. Under the
authority provided in AS 44.42.020(a)(1) to plan, design, construct, and maintain
modes of transportation, the commissioner of transportation and public facilities shall,
subject to legislative appropriation for the purpose, plan, design, and retrofit or
construct one vessel [VESSELS] of the Alaska marine highway system that, in
addition to providing the freight and passenger services customarily provided by the
state’s marine highway vessels, has [HAVE] the capability to assist in responding to,
containing, and cleaning up spills of oil and hazardous substances into the marine

waters of the state."
Page 2, line 3:

Delete "Section 1."

Insert "Sec. 2."

Renumber the following bill sections accordingly.

Page 5, line 18:
Delete "The [EXCEPT AS PROVIDED IN AS 46.08.040(d)(2), THE]"



81 3067/6R.1

Insert "Except as provided in AS 46.08.040(d) [AS 46.08.040(d)(2)], the"

Pa?e 7, line 9, after "(a)(2)":
Insert "and (d)"

Page 7, following line 10:
Insert a new bill section to read:
"* Sec. 15. AS 46.08.040(d) is amended to read:
(d) Upon a request from
[(1) THE ALASKA LEGISLATIVE COUNCIL, THE
COMMISSIONER SHALL USE MONEY FROM THE FUND TO REIMBURSE
THE ALASKA LEGISLATIVE COUNCIL FOR EXPENDITURES THAT IT
MAKES FORTHE OPERATION OFTHE CITIZENS'OVERSIGHT COUNCIL ON
OIL AND OTHER HAZARDOUS SUBSTANCES, ESTABLISHED UNDER
AS 24.20.600; AND
(2)] the commissioner of transportation ano public facilities, the
commissioner shall transfer money from the fund to the Departmentof Transportation
and Public Facilities to pay for the construction or refurbishment of one vessel [OR
MORE VESSELS] of the Alaska marine highway system that has [HAVE] the
capability to assist in responding to spills of oil and hazardous substances; in
expending money in the fund whose use for a vessel [VESSELS] of the marine
highway system is authorized by AS 19.65.025 and this paragraph, the commissioner
shall give priority to construction ofa [ONE OR MORE] new vessel [VESSELS] that
has [HAVE] the characteristics required by this paragraph."

Renumber the following bill .sections accordingly.

Page 10, line 20:
Delete "AS 19.65.025;"

Page 10, line 21, after "AS 44.46.025(a)(5)":

Insert "and"



Page 10, lines 21-22:
Delete  and AS 46.08.040(d)"

Page 12, line 15:
Delete "sec. 24"

Insert "sec. 26"

813067/A8\R.1



Alaska State Legislature

HOUSE RESOURCES COMMITTEE P.O. Box V

State Capitol
Juneau. Alaska 99811
(907)465-3715

HOUSE RESOURCES COMMITTEE PLANS
"470 FUND" HEARING

3/25/93
FOR IMMEDIATE RELEASE
CONTACT: REP. BILL WILLIAMS, 465-3424

The chairman of the House Resources Committee announced
today that he'll schedule a statewide teleconference to take public
testimony on a bill dealing with the Oil and Hazardous Substances
Release Response Fund. A bill to tighten up the "470 fund" was the
subject of a public hearing earlier this week in the Resources
Committee.

"We'll seek input from everyone with an interest in the issue,”
said Resources Committee Chairman Rep. Bill Williams (D) Saxman.
"This is a complicated policy matter and we want the people of
Alaska to feel comfortable with it." Wililams made his -comments at
a news conference also attended by House Speciai Committee on Oil
and Gas Chairman Rep. Joe Green (R) Anchorage, and House Majority
Leader Rep. Gail Phillips (R) Homer.

Representative Green's committee introduced the bill (HB 238)
with the intent of increasing financial accountability and increasing
the amount of money available in the fund to pay for an emergency
first response to an oil or hazardous substances spill.

"We will not fast track this bill,” said Green. "My goal is to
strengthen the fund and bring the amount of money available for an
emergency response to $50 million." Presently only about $23
million is in the fund for spill response purposes.

Representative Williams said he planned to schedule a
teleconference on a Saturday, to give everyone with an interest in
the bill a chance to testify. "We want more input,” said Williams,
"and it's our intention to act responsibly as we consider this
complex policy issue."

HEH



UNITED FISHERMEN OF ALASKA

211 Fourth Street, Suite 112
Juneau, Alaska 99801
907/586-2820
Fax: 907/463-2545

Testimony of Jerry McCune, President
United Fishermen of Alaska
on House B

e e
House Resources Com
March 24, 1993

Mr. Chairman and Members of the House Resources Committee:

My name is Jerry McCune and | am President of the United
Fishermen of Alaska.

| would like to advise you that united Fishermen of Alaska
does not support House Bill 238. The fishermen cannot re-live
the 1989 oil spill all over again. If there is one glaring
example from the Exxon Valdez oil spill, it is that prevention
is better than clean-up. This bill deletes all language that
would authorize the uses of 470 funds for protecting clean-up
and restoring the environment.

Since the spill, there has been at least three tankers that
have lost power in the Valdez Arm.

If the State becomes lax or funds are not available for the
Department of Environmental Conservation, then we are not
prepared. The fishermen of Alaska had a great disservice done

MEMBER ORGANIZATIONS

Alaska Crab Coalition « Alaska Longlina Fisherman's Association « Alaska Trailers Association « Area K Seiners Association
Bering Sea Fishermen's Association < Bristol Bay Driltnetters Association ¢ Concerned Area "M" Fishermen
Cook Inlet Aquaculture Association ¢ Cordova District Fishermen United ¢ Kenai Peninsula Fishermen's Association
North Pacific Fisheries Association ¢ Northern Southeast Regional Aquaculture Association ¢ Peninsula Marketing Association
Petersburg Vessel Owners Association « Prince William Sound Aquaculturo Corporation m Seafood Producers Cooperative
Southeast Alaska Seiners Association ¢ Southern Southeast Regional Aquaculture Association
United Cook Inlet Drift Association ¢ Western Alaska Cooperative Marketing Association



Testlmony on HB 238
March_247 J.993
Page Two'

to their industry from the oil spill which reached the whole
state. In fact, some fishermen have not received any
compensation for loss fishing time or their claims. For the
sake of time, | will speak to only a couple of the bill's
proposed changes.

The state program for community assistance for certain oil
and hazardous substance clean-up activities is one which is very
important to all coastal communities.

1. Annual review of the State's Master Plan. We need the
review by both the public and state agencies so we can upgrade
the plan to changing conditions and technology.

2. In Section 3 of this bill takes away the State's authority.

We do not want to see the State's authority taken away to seek
and obtain financial recovery from oils spills.
In closing, we need the funds provided in the 470 Fund so that
all Alaskans can breath a little easier knowing that we are
working on prevention and are better prepared to deal with large
or small oil spills. Our natural resource on the water are too
valuable to gamble with.  There was testimony before the
Merchant Marine and Fisheries Committee this morning whereby HB
238 was mentioned by one of the Representatives to the Coast
Guard. Certainly you must know this matter is being discussed
heavily in Washington, D.C., as to just how prepared we (the
State of Alaska) are prepared to deal with another oil spill
should one occur.



G= ity - | 334 Fronr Street
I)d(ﬁ I [th Ketchikan. Alaska 99901
907-225-3111

March 22, 1993

Representative Bill Williams
State Capitol

Room 102

Juneau, Alaska 99801-1182

Dear Representative Williams:

The City of Ketchikan is concerned with House Bill 238 as proposed since it eliminates
provisions of the Oil and Hazardous Substance Release Response Fund to construct one
or more new State Ferries. As I'm sure you realize, the Alaska Marine Highway Fleet is
aging and new vessels must be designed and built to serve in general commerce as well
as in times of emergency such as the Valdez Oil Spill.

It is the local communities that ultimately bear the greatest burden of release or spill and
any provision of law which reduces or denies local participation or assistance is
counterproductive. We respectfully request that House Bill 238 be carefully reviewed and

any provision which eliminates or restricts either the acquisition of new AMHS Ferries or
local support for spill response be removed.

Respectfully,

Alaire Stanton
Mayor

BJ/kk

cc: City Council



Kodiak Audubon Society
P.0. Box 1755
Kodiak, AK 99615

February 8 194

Representative Bill Williams
State Capitol
Juneau, AK 99801-1182

Dear Representative Williams,

| am writing on behalf of the Ko?iak Audubon Societg. Tho Kodiak Audubon Societ% IS & non-profit

conservation and environmental education group with about 80 members. Our members include

8hy3|0|an_?, teachers, librarians, biologists, fishermen, contractors and other varied members of the Kodiak
ommunity.

We are adamantly opposed to HB 238 for a variety of reasons. Being a community that was adverseIY
affected by the Exxon Valdez Ol Spill, we do not wish to see any restrictions imposed on the use of the
470 Fund cr a decrease in the amount of the fund that can be used m oil spil prevention and response.

We agree with the Department of Environmental Conservation that two cents per barrel, especially in times
of delining production, is simply not enou%!] money. to continue developing a good prevention and
response program. We also object to how this ill limits the amount ofmone}/thatcan be used by DEC to
clean up any Spills smaller that 4.2 million gallons and requires the Governor to declare a disaster before
DEC can gain access to the catastrophic fiind,

There has been a lot of talk that the fund is currently being misused. The original intent of HB 470in 1986
Wwas to Rrowde for the clean up of contaminated hazardous waste sites, and o ensure prompt response to
oil and hazardous substance spills, It would be fool hardy durmq these times of severe budget problems
to limit either the way the money can be used or the amouint available for use.

Lastly we would like to ensure a continuation of the requirements for annual review and revision of the
state' master J)I,an by hoth the appropriate State agencies and the general public, If a well reviewed,
revised and drilled contmgencg plan had_been in f?Iace when the Exxon Valdez had it's SEI”, the damage
may have been lessened.” People living in spill affected areas as well as the entire state should have the

right to participate in contingency plans affecting their communities.

Where the potential for oil and hazardous material spills is concerned, an ounce of prevention is worth a
pound of cure.
Thank you for considering our position.

Sincerely,

Mary Forbes . . .
Kodiak Audubon Society, Conservation Chair



Fromthe desk of  Richard A. Fineberg9 P.O. Box 278
Talkeetna, Alaska 99676  Phone /Fax (907) 733-1457

April 16, 1993

Rcpresenalive Bill Williams, Chairman
Resources Committee

Alaska State House of Representatives
Room 124, State Capitol

Juneau, Alaska 99801-1182

Dear Rep. Williams:

The enclosed materials place the $0.05 per barrel "470" Fund oil tax in the context on
industry profits and State revenues. These tables and charts are taken from a report |
prepared in November 1992 under contract to the Alaska State Senate Finance Committee.

The first table contains an estimate of per-barrcl costs, taxes and profits, based ona CY
1991 average West Coast price of $17.21 per barrel. You will find the $0.05 per barrel
charge at line 14-c. Note that, by comparison, the total industry profit for producing and
transportaing a a barrel of North Slope crude to Valdez during CY 1991 was
approximately $4.77 per barrel after taxes.

If Alaska North Slope operations were the province of one company — instead of the three
that control more than 90% of North Slope operations — in 1991 thatcompany would hve
ranked among the top three most profitable companies on the Fortune 500 (see the first
attached bar graph).

To demonstrate that these figures are rather stable, | have also attached a breakdown of the
estimated slate, federal and industry "take" from North Slope operations for FY 1991, FY
1992 and FY 2(X)0,as well as CY 1991.

Ifthe $0.05 per barrel tax were eliminated, industiy profits would increase by

approximately $0,025 (2-1/2 cents) per barrel, with the remaining $0,025 divided equally
between the state and federal governments. Thus the effects of eliminating this surcharge
would be toenrich the industry" by $0,025 (2-1/2 cents) per barrel and the federal treasury
by $0.0125 per barrel, while the state's total revenue would be reduced by $0.0375 (3-3/4

cents) per barrel.

I hope this material will prove useful to you in your deliberations.

Sincerely,

R.A. Fineberg
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CY 1991 Estimated Profits

Fortune 500 Leaders v. North Slope Estimated Profits

0O m +
Exxon Phil. Morris Alaska N}?rth Gen. Electric ARCO
»
. (#1) (#2) Slopel (#3) (#26)

* Principally Exxon, ARCO and BP (BP is not listed in Fortune 500)

Sources: Fortune, April 20, 1992; Table 12-A



Graph 5. West Coast ANS Prices and Economic Rents

CY 91 - FY 2000 (Selected Years)

CY 91 FY 92 CY 92 FYOO
Year

CY 1991 ($17.211BEL)  BLL892U$KfiXBbU  CIAmsniAusm

Industry Share  $4.77 (432%) $467 (439 $4.92 (43M)
State Share $382 (46%) $365 (3430 $385 (344%)
Federal Share ~ $245 (22.1%) £231 (217 $243 (217

Sourco: Tables 12-A 13-A 14-A 15-A
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E3 Federal
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North Slope Profits and Production Prospects

A report by

Richard A. Fineberg-
Research Associates
~ P.0. Box 278
Taikeetna, Alaska 99676
November 12, 1992
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Citizens’Oversight Council
on Oil and Othnr Hazardous Substances

a111 ¢ Street, SUItE 150 + Aurhoragt. Alaska 99503
(907'5(51-2101 » 501-75:1?

April 7, 1993

The Honorable Joe Green
Alaska House of Representatives
Alaska State Capitol, Room 114
Juneau, Alaska

Dear Representative Green:

i received today a copy of an April 2 memorandum from the Commissioner of
Administration to the Commissioner of Revenue regarding cash flew from the
"nickel-per-barrel” conservation surcharge at the end of the first quarter of
calendar 1993. The memorandum shows that cumulative expenditures from the
Oil and Hazardous Substance Release Response Fund by the end of the
guarter exceeded Ihe cumulative cash flow into the Oil Surcharge Account (the
"nickel-per-barrer accounting line in the General Fund),

The information is interesting, but | add a few words of comment and caution
about the meaning of this particular piece of math.

If one were to argue, based or. this memorandum, that it is a long way to the $50
million Ccip, one wuuio be correct. 1J nowever, one were to argue that the
memorandum means ihera is today no money for emergency spil! response,
one would be incorrect. Here is a shorthand version of why this memo does net
reflect the state's actual ability to expend money on emergency spill response.

First, the cash flow from the conservation surcharge within a given time period is
not necessarily directly related to expenditures during the same time period.
Unlike other state programs, under its current financing scheme the OH "R F
usually ends the fiscal year with a surplus, usually because ADEC does not use
all of the amount appropriated for emergency spill response every year.
Technically, like all state programs, the amount left on June 30 rolls back into
the General Fund, but as a practical matter the Legislature rolls whatever is left
in the OHSRRF right back into the spill reserve appropriation for the next year.
So, in accounting terms, the OHSRRF has a head start on other state programs
or. July 1; therefore, cash flew from the conservation surcharge from July 1to
June 30 of each year is not necessarily equal to or greater than expenditures
during that same period.

In addition, the OHSRRF has had several different sources of funding besides
the conservation surcharge: There are settlements collected and placed into
the mitigation account within the fund, and thm'e have been direct
appropriations of adaitionai General Fund money by the Legislature over

Council Mediihors
Harry R. Bader, Fairbanks < LeoJ Hannan, Anchorage < Kathryn L. Kinnear, Kodiak
Gary P. KompknfT, Tamlek * John H. Lurking, Jr ,l-nalaska
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The Hon. Joe Green April 7, 19*3

several years. Sc, ‘here is not an exact, one-tc-one relationship between
nickels collected from the conservation surcharge and nickels spent from the
OHSRRF. The April 2 memo between the commissioners does not reflect that
fact.

Next, all the money we're talking about -- the nilckel*per-bariel Oii Surcharge
Account, the OIil and Hazardous Substance Release Response Fund - is
technically all General Fund money. On any given day, the state spends money
from the General Fund for a variety of functions and purposes. As long as each
expenditure is within the limits of an authorized GF appropriation (which is
really just an authority to spend, not an actual trans]er ohdgll rs on July 1 of
each year), and as long as the General Fund's {0tal Cash DalanCe is sufficient to
cover ali the expenditures on that given day the checks go out. As a practical
matter, the state maintains a healthy amount of cash on hand in the General
Fund on a day-to-day basis.

The bill comes due, so to speak, on June 30 of every year, when by law total
expenditures from the previous 12 months have to match total income during
that time, 1his memorandum does not reflect whatever payments are due to the
state between now and the end of the fiscal year.

The Legislature for the current fiscal year appropriated approximately $23
million in General Fund money for a spill response reserve. The Legislature
made that appropriation, as well as others coded to the OHSRRF, based on two
principal factors:

a) the amount of money left over in the fund from the previous year, and

b) the amount of money expected to be generated by the nickel-per-
barrel surcharge.

Compared the more difficult process of estimating overall state revenue, the
nickel-per-barrel projection is not a particularly tricky calculation; The amount
generated by the conservation surcharge is a function of pipeline throughput -
the number of barrels that travel down from Prudhoe - not the volatile price of
each barrel. So, while the price cf each of the 1.5 million or so barrels per day
may fluctutate considerably from March to December, the fund gets its nickel
from $15 oil just as readily as from $20 oil.

ON July 1, 1992, ADEC was authorized by the Legislature to spend up to
$23,656 million on emergency spill response: the appropriation balance on
April 7 was $23,504 million. Assuming ADEC dees not use more than $23
million for emergency spill response between now and June 30, and assuming
the state is not plunged into an extraordinary crisis draining its General Fund,

*
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the department has the both the authority end ihe cash to pay for emergency
response from the OHSRRF during that time. And assuming there is no
substantia! or sustained reduction in the current year's pipeline throughput, the
OHSRRF's "budget" should balance on June '50, regardless of how
expenditures were spaced throughout the year,

| have gone into some detail on this because | feel the "empty issue,” as |
termed it in my previous letter to you, can be persuasive, especially if one is
unfamiliar with the somewhat arcane world of state accounting. There are
currently some advertisements on television sponsored by the Alaska Oil and
Gas Association that imply the fund can be easily drained and we may wind up
in an emergency with no cash to respond This is not true, as | have explained
above.

Although | am confident your understanding of the situation is much more
detailed and sophisticated than most, due to your involvement in H3 238, 1felt it
important to put this somewhat simplified explanation on the committee record.

Thanks for your continuing interest in spill response, its funding and ether
related issues.

Very truly yours,

Ernest Piper
Executive Director



VEMORANDUM STATE OF ALASKA

Department 0f Administration

To; Darrel J, Rexwinkel Daio;  April 2, 1993

Commissioner

Department of
File Oof;

From; Nancy Bear Us Phone: 463-2500

Commissioner
Department of

Subject: First Quarter 19%3 Report for the oil Surcharge Account

AS 43.55.230(b) requires that I report to you the difference
between tho cumulative amount received in the General Fund Oil
Surcharge aecouhfc and the cumulative amount fcxpended from the Oil
and Hazardous Substance Release Response Fund (ohsrjrf) orj a
quarterly basis, ;

AS 43.55.230(c) provides that you suspend imposition land
collection Of the surcharge when the cumulative revenue of the
General Fund Surcharge account equals or exceeds the cumulative
amount expended from the OHSRRF by 550,000.000, For the quarter
ended March 31, 1993, the amount expended from the OHSRRF exceeded
the revenue of ths General Fund Oil Surcharge account Thy

Si2#C"0if425. The calculation is as follows:

Oil Surcharge Account cumulative revenue $100,63" 066
Oil and Hazardous Substance Release Response _
Fund cumulative expenditures Uuzu.sit
Difference AS 43.5S5.230 (b) S H.001.<28

IT you have any questions, please call Weldon Blackwell of the
Division of Finance at 455-224C.

cc: John a . Sandor

Commissioner
Department of Environmental Conservation

Don W&nie, Director
Division of Finance
Department of Administration
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Citizens' Oversight Council
on Oil and Other Hazardous Substances

3100 C Sl'-ewt, Suite 100 * Anchorage, Alaska 99503
f)07j)5<jl-2101 " 501-753S (FAXI

March 31, 1593

The Honorable Joe Green
Alaska House of Representatives
Alaska Stale Capitol, Room 114
Juneau, Alaska

Dear Representative Green:

As we discussed, | am offering some observations and recommendations
concerning the legislation you have sponsored, House Sill 236, which aeals
with various aspects of the Oil and Hazardous Substance Release Response
Fund, and other prevention and response issues.

| am currently the interim executive director for the Citizens' Oversight Council
on Oil and Other Hazardous Substances (lhe executive director is on unpaid
leave of absence through May of this year). Ocvously, the Council has a direct
interest in the outcome of this legislation, since HB238 would eliminate funding
for this organization. It is safe to say that the Council members believe in their
organization and think it worthy of funding as well. The Council is making its
case to the respective Finance committees, and for ihe purposes of this
discussion | will restrict my comments to the larger, more general issues raised
by the bill rather than individual funding for a given entity. The chairman of the
Council is out of the country on business and ihe vice-chair is fishing one of his
commercial permits in Southeast, so we are unable to assemble the full council
(it is, of course, ail volunteer) for a formal position vote on this bill. However, |
have spoken with the member who deals primarily with oil issues and she has
authorized me to offer these comments to you.

Please keep in mind that! am also offering these comments as someone who
worked extensively on Exxon Valcez issues at a variety of levels and in a
variety of ways: From March 1S89 through September 1990, ! was a special
assistant to Gov. Cowper and either directed or participated in most o* the major
spill-related policy, political, and technical discussions within the Governor's
Office, ADEC, and with local governments After 1990.1served as state on-
scene coordinator and managed the actual state field response for both
Commissioner Kelso and Commissioner Sander

Clearly, | support the Council and its continued funding by the state. However, i
also want to make clear to you and you; colleagues that | have no financial
interest in the Council's continuation: my job is temporary and was not

Council Member"
Harry P. Bader, Fairbanks < LeoJ Hannan, Anchorage < Kathryn L. Kinncar, Kodiak
Gary P. Korr.pkoiT, Tatitlek ° John 1. Lucking. Jr., Unaln-ka



scheduled to extend into the next fiscal year. This is not a case of someone
"squealing” about being cut off from funding.

1. General comments

a, Thisis a very broad piece of legislation. It lumps a wide variety of lo*ues
(some of them only marginally related) into a single omnibus proposal. !
suggest you separate your concerns and issues in related clusters, and
introduce each as a separate hill.

b. Some of ihe assumptions behind ihe bill are weak. | have heard
proponents of this legislation offer a variety of reasons why legislation such as
HB 238 is necessary, it is safe to say that | disagree with most, if not ail of them;
some are founded on flawed assumptions or misapprehensions of history, while
others reflect points of view with which, | differ. They include:

b. (i) First response vs. other uses

The Oil and Hazardous Substance Release Response Fund, along with
its earlier incarnations, has always been used for response to a variety of
pollution incidents. Response includes "emergency first response,” but it
also includes long-term remediation of known sites and investigation into
potentially contaminated sites.

| disagree with the argument that HB 238 somehow returns uses of the
fund to its original intent, i.e., a $50 million reserve fund used only for
emergency first response to an oi' spill. Neither the history of the fund
nor the pollution problems in Alaska justify changing the fund into
primarily an "emergency first response"” fund, as MS 238 'would do.

b. (i) Accounting of funds

There is no question there were accounting problems during the Exxon
Valdez spili. When ! became on-scene coordinator in October 1930, one
of the department's primary goals was to son out the paperwork that had
accumulated during the "war," and return accounting, personnel,
procurement, and other administrative procedures back tc normal. We
did a pretty good job: At the end of the fiscal year in June 1991, the
Exxon Valdez office turned back tc the Response Fund nearly 31 million
we had saved by better management.

This was the result of a concentrated effort by the department's
leadership and administrative departments (net to mention the fact that
things were far less hectic by that time), and demonstrates that ADEC
was extremely concerned about management of response funds.
Subsequent action by the department officials (audits they initiated
themselves, designation of a division-level fund custodian, clear written
guidelines for use) backs that up

The Hon. Joe Green 2 March 31,1993



There is little to support the contention that money is pouring from a gash
in the Response Fund, and going nc one knows where. HB 236 would
do nothing to improve accounting procedures; it would simply cut off
many things *or which accounting would be necessary. Interms of both
financial management and pollution control, this approach is neither
effective nor efficient.

b. (i) Unauthorized uses of the fund

Every single expenditure from the Resoonse Fund requires a legislative
appropriation. ADEC submits a regular budget form, during the regular
budget cycle, for every activity or pieca of equipment or person the
department expects to fund from the Response Fund. The Legislature
reviews, approves, disapproves, or modifies those requests in the same
way it deals with every- other general fund request.

DEC has some discretion about spending money on a given response
effort, but even that discretionary authority has definite boundaries.
Money spent under that discretionary authority is based on a specific
appropriation of funds set aside for the purpose of responding to spills,
and use of the fund for response is governed by written guidelines. DEC
cannot shuffle Reponse Funds from emergency response to some other
program without specific Legislative approval.

If members of the Legislature disagree with a certain use of the fund, they
can eliminate that use by a simple majority vote of each chamber, just
(ike any other appropriation or budget cut. HB 238, as written, would tie
the hands of future Legislatures to make their own spending choices
based on the win of the elected majority at the time

b. (iv) The "empty" issue

Several legislators, including you, seem tc believe that operating costs
paic from the fund nave left the funo empty, and that little cr no
emergency funding would be available should there be a large spill
tomorrow. This is net even close to true. At this writing, approximately
$23 million has been appropriated by the Legislature to the spill reserve,
where it available right now for a spill response.

b. (v) The intent of the 6-cen!s-pe(-barrel conservation surcharge

The conservation surcharge on TAPS oil is paid into the Response Fund.
The Response Fund has, since its inception, been used for a variety of
response and remediation projects. There was no expectation among
Cowper Administration officials, as far as i know to treat the conservation
surcharge any differently than any other nickel in the Response Fund.

British Petroleum’s representative, John Ringstad, told the House
Resources committee March 24 that the North Slope producers are

The Hon. Joe Green 3 March 31,1093



willing lo pay for their "responsibilities,” and implied that other uses of the
Response Fund were not the responsibility of the oil industry. | disagree
strongly with this position, especially if it is one of the driving theses
behind the introduction of this bil. We don't send a checklist of programs
around to every business that pays the state's corporate income tax, and
allow each to directly designate tax revenue he or she generates to only
those program's which with he or she personally agrees.

There is no question tha; major taxpayers have a legitimate right to
express their opinions and to attempt to convince legislators to support
those opinions. It is quite another to codify, in statute, the ability of a
taxpayer to restrict use of specific fax revenues. This bill legislates oil
industry control over state spending for a critical public and
environmental safety program.

2. Spill prevention and response issues
a. Prevention programs (Section 12, and at other points)

HB 238 severely limits - or even eliminates - ADEC's abiity to set up, operate,
and administer its prevention program. These are the cornerstone of a coastal
protection system. The idea that they can be funded through user fees dees not
take into account the fact that prevention programs (plan developments, review,
and revision) are not specific to a given project or company, Neither, for that
matter, are the as-yet undeveloped response corps and depots; the corps and
depots are likely to serve areas that see little, if any crude oil shipping traffic (the
Aleutians, the inside wafers of Southeast).

One of the most clearly demonstrated problems that contributed to the Exxon
Valdez disaster was a lack of consistent and aggressive funding by the state for
its oil pollution prevention and control program. Traditionally, programs with
immediate needs for equipment, maintenance, etc. (village safe water, seafood
inspection, an so on) begin, overtime, to "crowd cut' prevention programs,
which generally don't produce some identifiable result. In fact, the result they
produce is a non-result, i.e., they avoid spilis, which makes them seem less

important over time.

The Legislature in 1S90 and 1931 specifically addressed this problem by
making it clear that prevention programs were eligible for response fund
funding. HB 238 would simply reverse a previous action of the Legislature
regarding prevention; it would do nothing to make prevention easier or more

dependable.

b. Emergency firsi response (Section 10)

The bill makes emergency first response the primary use -- indeed, almost the
sole use -- of the response fund. Emergency first response is the least cost-

effective investment one can make in this type of coastal protection scheme.
Prevention is more cost-effective by several orders of magnilude. Changing the
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purpose of the fund to "emergency first response” is flawed pollution control
slrategy.

c. Deletion of restoration (Sections 3, 9, 17 anti 21)

You have already expressed a willingness to revise or delete the section of this
bill that would relievr  polluter from the responsibility to restore the
environment he dam, ded. That's good; as written, this section would have
given an unscrupulous spiller a golden opportunity to avc:d or delay full
responsibility for dealing with restoration costs or actions.

ti. Changes in definitions (Sections 14, 13, 18 and 19)

HB 23S narrows at various points the definitions of "release" and "threatened
release.” These changes add an additional layer of consideration -- and
possible delay * before the commissioner of ADEC can commit response
money to the field for the purposes of stepping a spill before it happens. As a
matter of public and environmental safety, one woulo hope that emergency
response professionals were given wide latitude to use their best professional
judgment, and instructed to err on the side of safety. HB 238's new definitions
err on the side of accounting; it provides the bean counters with additional
security, but at the expense of the people and resources of the state,

e. Limits io public involvement {Sections 4, 5, 6, 7 and Gibers)

There is no compelling reason ,'o limit public review of contingency planning,
nor is there any compelling reason io leave review of, say, the state master
plan, entirely to the discretion of the commissioner. This dees not make Alaska
a safer place. Furthermore, it nearly guarantees that in the event of another
major spill, the public will be ignorant of what is supposed to happen and why,
which will in turn reduce the public's confidence in the government and the
industry, and which will in turn raise the likelihood of irrationaland antagonistic
reaction from the public.

| think it prudent for the Legislature and the administration to keep a careful eye
on the management and accounting the of response fund, and I think it fair to
consider the point of view offered by the state's largest and most lucrative
industry. However, HB 238, if passed, would do significant damage to virtually
every improvement Alaska has made in its prevention and response system
since the Exxon Valdez oil spill. | urge you to reconsider your position.

Very truly yours,

The Hon. Joe Green March 31,1993



Regional Citizens'Advisory Council (i)l Wi fifth Avenue. Suite 500 Aiultnwne, Alaska *WE0I 2254  tMn 2'*-7222 | AX <HI7I277-452
April 16, 1993

Representative Bill Williams, Chairman
House Resources Committee

Alaska State Legislature

State Capitol

Juneau, Alaska 99811

Dear Representative Williams:

The Regional Citizens' Advisory Council (RCAC) of Prince William Sound is an
independent non-profit organization formed in 1989 after the Exxon Valdez oil
spill. Under its contract with Alyeska Pipeline Service Company, RCAC receives
annual funding and provides advice to Alyeska. The Oil Pollution Act of 1990
(OPA 90) established two pilot programs in Alaska for citizen oversight of oil
terminal and tanker operations. The RCAC is certified as the program designated
for Prince William Sound.

The RCAC membership consists of 18 communities and groups (such as fishing,
tourism, and aquaculture organizations) affected by the Exxon Valdez oil spill.
Through its membership, RCAC provides a voice for communities and citizens on
oil industry decisions that may affect them. Even before OPA 90 was passed, the
state of Alaska recognized the importance of citizen oversight of marine oil
transportation and supported the formation of citizen advisory councils. Since
then, the state of Alaska has recognized the importantrole that RCAC can play in
improving spill prevention and response preparedness and codified RCAC
involvement in contingency plan review through House Bill 567 regulations.

On behalf of its member communities, | am writing to express our concerns
regarding House Bill 238, an act amending the oil and hazardous .substance release
response fund. Before providing our comments on why the bill is not needed and
will not work, 'would like to provide some background information on :he "470
Fund" and oil spill legislation.

History and Purpose of the Oil and Hazardous Substance Release Response
Fund (OHSRRF)

The Alaska State Legislature enacted House Bill 470 in 1986 (Chapter 59, SLA
1986). This legislation repealed the pre-existing "oil spill mitigation account" and

" Ao Ry
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created the OHSRRF. The main purpose of the legislation was to provide a readily
available source of funding for:

1) the clean up of contaminated hazardous waste sites; and
2) prompt response to oil and hazardous substance spills.

As enacted in 1986, the response fund is administered by the Commissioner of
DEC, butall funds are appropriated by the Legislature. House Bill 470
identified several sources of potential revenue for the response fund including:

o federal and state revenues;

e moneys recovered by the state from the responsible parties to cover the State's
costs in the cleanup of hazardous substances releases; and

* fines, penalties, or damage awards.

Under the terms of HB 470, moneys recovered by the state from responsibl:
parties or as a result of fines, penalties or damage awards were to be deposited in
the state general fund, accounted for separately, and credited to the newly created
"Oil and Hazardous Substance Release Mitigation Account." Once in the
Mitigation Account, these funds would be available to the OHSRRF.

Under the terms ofthe original law, and consistent with the Alaska consti-
tutional prohibition against dedicatedfunds, it was left to the legislature to
determine the appropriate funding levels on an annual basis. Appropriations
could be made from the general fund, the Oil and Hazardous Substance Mitigation
Account or other sources, as needed, to the OHSRRF. While recognizing that the
Alaska Constitution does not allow for dedication of funds or the binding of future
legislatures to specific appropriations, HB 470 expre_sslﬁl included a statement of
legislative intent in AS 46.08.030, which states, "[t1s the Intent ofthe legislature
and declared to be public policy ofthe State thatfundsfor the abatement ofa
release ofoil ora hazardous substance will always be available. "

Changes to the Oil and Hazardous Substance Release Response Fund

Between 1989 and 1992, the legislature en. ed numerous changes to the OhSRRF
statute. Following the Exxon Valdez oil sFiil, the Alaska Legislature enacted a
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number of "spill bills' in 1989. Two of these bills— Senate Bills 261 and 264—
included substantial amendments to the purposes and uses of the OHSRRF. SB
261 (Clip 90, SLA 1989) directed DEC to prepare, review, and revise state and
regional contingency plans and authorized the use of the fund for environmental
restoration. SB 264 (Chp 113, SLA 1989) created the Oil and Hazardous
Substance Response Office and the Response Corps and Depots.

In addition to SB 261 and 264, passage of SB 260 and 256 also made changes to
the OHSRRF. SB 260 (Chp 112, SLA 1989) established a nickel-per-barrel
"conservation surcharge" on every barrel of oil produced that is subject to the state
oil severance tax. The surcharge was enacted to provide an adequate and
permanent funding source for the OHSRRF. The nickel-per-barrel surcharge was
intended to provide a recurring annual revenue source that would enable the
legislature to capitalize the OHSRRF in an amount up to $50 million. Under the
terms of SB 260, the surcharge remains in effect until the OHSRRF balance
reaches $50 million. Once the balance reaches this level, the tax is to be
suspended. If the OHSRRF halance falls below $50 million, the conservation
surcharge is restored. Revenues from the surcharge accrue in the state general fund
and are available for appropriations to the OHSRRF.

The finding and purpose in SB 260 stated the "need for the state to have an
independent spill containment and cleanup cwa_bilit%in the event of future
discharges of oil or a hazardous substance.” While SB 260 clearly increased
and developeda source for revenues available to the OHSRRF, it in no way
altered the purposes ofthefund or limited its uses to crude oil spill prevention
and response.

Qil Spill Legislation

Historically, enactment of the nation's major oil sp;ll legislation has come at the
heels of major catastrophic spills because these events have captured the public's,
and, thus, the attention of elected officials (Table 1). These disasters focused
attention on the need for additional safeguards to prevent recurrence of spills. For
example, Alaska's Exxon Valdez o\ spill prompted passage of numerous pieces of
legislation in Alaska as well as the federal Qil Pollution Act of 1990.

While these major spills have prompted legislation and clearly impacted the
economy and environment, according to EPA data the vast majority of oil spills
(92.4 percent) are equal to or less than 1,000 gallons (Figure 1). An additional 6.3



percent are 1,000 to 10,000 gallons; only 1.3 percent of spills are greater than
10,000 gallon. These smaller spills are the source of chronic and cumulative
impacts on the public health and environment. The proposed work draft CS for HB
238 defines a catastrophic discharge "in excess of 100,000 barrels," or
approximately 4.2 million gallons(approximately half the size of the Exxon Valdez
spill), these spills are significantly less than 1percent of all spills.

In keeping with major oil spill events prompting enactment of prevention and
response legislation, the OPA 90 created a $1 hillion fund for the emergency
funding of response to catastrophic spills (Section 9001). Access to this $1
billion fund is limited to catastrophic events. Therefore, focusing the use of
Alaska's response fund on catastrophic events is not only redundant but it
leaves no source of funds for the cleanup of the far more likely spills. In
addition, Alaska has invested considerable funds and effort to ensure that
another catastrophic spill does not occur. Therefore, providing adequate
response funds for only these (hopefully) unlikely events is irresponsible.

HB 238 -Why itis Not Needed

The legislature controls the use of the response fund through the appropriation
process; the legislature also defined the purposes and uses of the fund. The level of
funding for each of the specified purposes is determined each year through the
budget process. In essence, the proposed CS for HB 238 putc a fence around a
portion of state revenues, prohibiting their use exc r< edicated purpose of
response to catastrophic oil spills--over 4.2 million L jiven that the spill
reserve is expected to reach $50 in FY 96 without HL 23b, little if anything Is
gained by the bill while the public's exposure to oil and hazardous spill impacts
increases dramatically.

The proposed CS for HB 238 rewrites the legislative finding and declaration
that "release of oil and hazardous substance into the environment presents a
real and substantial threat to the public health and welfare, to the environ-
ment, and to the economy of the state." Now, only catastrophic spills over 4.2
million gallons pose these threats (section 19).
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HB 238 -Why i1twill Not Work

When introduced, the primary argument voiced by HB 238 proponents was that
expenditures from the 470 Fund must be curtailed so an adequate spill reserve
would exist for spill cleanup. Unfortunately, the impetus for this concern was an
erroneous understanding of the size of the current spill reserve. While proponents
of HB 238 have argued that the spill reserve is effectively empty, this is not the
case— in fact, there is at least $23 million available, not the $100,000 suggested.

Under the proposed CS for HB 238, revenue from the conservation surcharge
would be divided into two accounts— the so called "catastrophic account" would
get 3 cents and the so called "release prevention and response account" would get 2
cents. Because the $50 million cap will soon be reached, the 3 cent portion of the
surcharge would be suspended.

The 2 cent portion of the surcharge would continue to be paid but it would be
insufficient to fund the core prevention programs let alone provide a spill reserve
for all oil and hazardous substance spill less than 4.2 million gallons (Table 2).
Alaska would return to the days before the Exxon Valdez spill. Under the
proposed CS for HB 238, Alaska would have a relatively inaccessible
catastrophic oil spill reserve— even in the event of a catastrophic spill, funds in
catastrophic spill account could only be accessed for "emergency first
response” (section 19).

For oil spills in excess of 4.2 million gallons, the "catastrophic oil spill reserve" is
redundant with the federal $1 billion fund. While Alaska would have a redundant
spill reserve, it would be underfunding its spill prevention and response
programs and have no spill resetre for'the more likely oil and hazardous
substance spill under 4.2 million gallons. Accordingly, the Proposed CSfails to
meet the mostfundamental objective voiced by its proponents : Making sure we
have money to respond in a timely manner.

This proposal limits the response capability of DEC to initial response, even to
catastrophic spills. This change in the use of the fund undermines the state's ability
to fully and effectively respond to spills. Does this mean that for phantom spills
or spills with an insolvent responsible party that the state would have to walk
away afterits "initial response?" The proposal also restricts the state's use of
either account for restoration.
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In conclusion, this bill is a giant step backwards for Alaska, undermining our
ability to preventand respond to spills and protect the public health and welfare
and the environment. In addition, it reinforces the question of whether Alaska is
truly committed to the stewardship of its environment. We urge you not to pass
this legislation.

If you have questions or would like additional information, please do not hesitate
to contact RCAC,

Sincerelyy

Sheila Gottef(r"r
Executive Director, Prince William Sound Regional Citizens' Advisory Council

Distribution:
House Resources Committee Members
Gary Bader, Citizens' Group Liaison Manager, APSC
RCAC Directors
RCAC Community Legislators:
Senators Lincoln, Little, Zharoff, and Salo
Representatives Olberg, Phillips, Davidson, G. Davis, and Navarre
Governor Hickel
Commissioner Sandor, DEC



Prince of Wales Chamber of Commerce

PQ Box 497
Craig, Alaska 99S21
907-826-3370

March 24, 1993

To: Rep. Bill Williams,
Chairman, House Resources Committee

From: Prince of Wales Chamber of Commerce
Subject: HB 233

The POW Chamber of Commerce strongly urg”s you r.o vote
against this bill.

ihe Legislature voted last year to appropriate 57.5 from the
FY 1993 0il and Hazardous Substance Release Response Fund
towards the construction of a new vessel that would be
designed to aid in spill cieanups while helping to resolve
the transportation problems of the Marine Highway system.
The 1legislation allowed for a similar amount to come from
the FY 1994 Fund.

It is critical that this commitment be honored. As you

know, the economy cf Prince of Wales has Deer, severely
impacted by the reduced service of the Marine Highway. Ail
of Southeast and the other areas served by AMHS has felt the
impact, as well . Since we do not enjoy the convenience of a
hard link highways, as does mainland Alaska , we must depend
on the Marine Highway. The new vessel 1is necessary to meet
this need.

Again we strcngly urge you to work against cassage of this
bill.

Sincerely, Xn

PRINCE OF WAIES CHAMBER OF COMMERCE

Please distribute this letter to all othei Coastal
legislators served by AMHS.

CRAIG « KLAWOCK * HYCABURG e THORNE BAY  COFFMAN COVE



False Pass Tribal Council

PQ Bax20
Felse Pess Alaska 99583

Alse

Maroh 23, 1993

Rep. Bill Williams, Chairman
Hguhr RR.louroes committee

Junaau, AK
Daar Rap. William#:

I am writing on behalf the people of Paisa Past*, 1in regard
to HB233 that would oignifioarvtly rootrict the expenditures from
tha oil and Hazardous Substance Release Response Fund.

I an concerned with the on® major element of the propoaod
legislation that would repeal the authority m law by which
Alaska Marine Highway syctem vessels may be designed and
conatructad t-a aid in oil and hazardous substance spill clean up
uwing money in tha Response Fund.

The new Alaska Marine Highway System vessell currently under
design and scheduled for construction, has been partially
rinanoed from this Response Fund, with the S$y.r> million tnat was
appropriat«d from the fund last year and with an additional $7,5
million that was supposed to bo appropriated from the fund this
session for FV94,

wh«n YyO0U oonoidor all the time ana oon«y that already went
to the planning of this vessel. And the consideration for the
much needed services it would provide. We fool that the
commitment to fund tne Alaska Marine Highway system new vessel
last year with the first of two ?7.5 million appropriations from
the fund, Ospecially when the preject IN already underway, that
this commitment should be honored. And not to have the law
changed in mid stream of all the planning and effort to provide a
vassal that would serve tho much needed service to the people of
Alaska.

~filda M. ShBIlikoff
President



Testimony against MB 283
(House resources — 3/24/93)

The House Resources Committee called a teleconference meeting to discuss this bill at 8:00 am on the
anniversary of die Exxon Valdez oil spill. A lot of people all across the state got up early and skipped
work to testify against it. The committee spent two hours hearing from DEC, the Department of Law,
and the representative from British Petroleum. The meeting was closed without hearing one citizen.
This is what | was thinking of saying.

It's been four years since the Exxon Valdez ran into Bligh Reef for no good reason. | remember die
weeks and months that followed very well.

lremember the Bidarka/Best Western motel parking lot crowded with worried people hoping to learn
something — wanting to do something — about the approaching oil.

| remember men and women quietly weeping as they sat trying to make sense of endless rounds of
MACC meetings.

| remember die strangers and die rumors flooding into the community.

| remember the boasts and promises from Exxon and Alyeska representatives to clean up every drop of
spilled oil.

I remember state and federal agency people so exhausted that they were giddy or sick.
LTremember piles of carcasses reeking of oil and death prior to refrigeration.

Most of all 1remember the eyes of English Bay and Port Graham villagers - dark, honest eyes full of
grief, fear, and despair.

Do you remember?

After reviewing House Bill 238 it is hard to believe that anyone who supports it remembers. This bill
would gut legislation passed to help assure that memories like mine won’t have tc be relived. Passage
of this bill would make money from the state’'s "470 response fund” unavailable for most spill
prevention and all restoration work. It would preven. villages, municipalities, or the state from
obtaining money from the fund to reimburse their expenditures for impact assessment, containment, and
cleanupjSpiife: Department of Environmental Conservation programs would be reduced to less than pre-
spill Tevels - and spillers would be relieved of responsibility for restoring what they spoil.

Maybe supporters of HIB 238 just don’t remember. Maybe they just don’t care.

Defeat HB 238 and do what you can to prevent other reductions in Department of Environmental
Conservation and other agencies' programs involving spill prevention, response, and restoration. Then
voters like me will have something good to remember next time at the poles.

MICHAEL S. 0O'’MEARA
PO.BOX 1125
HOMER, ALASKA 99603
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TESTIMONY OF THE

ALASKA OIL AND GAS ASSOCIATION
BEFORE THE
ALASKA STATE HOUSE OF REPRESENTATIVES
RESOURCES COMMITTEE
. ON
HOUSE BILL 232 ~
OIL/HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND

APRIL 17, 1993

Good Moming. | am William W. Hopkins, Executive Director of the
Alaska Ql and Gas Association (AOGA). AOGA is a trade association
whose member companies conduct the majority of al and gas exploration,
production and transportation in Alaska.

We appreciate the opportunity to testify to the House Resources
Committee on House Bill 238 today.

As | testified at the House and Senate BEconomic Task Force Mini-
Summit March 13, our industry considers tax stability an important element
for an economic climate to encourage industry investment in Alaska
projects. e also identified as a particular industry concem appropriations
from the 470 Fud which do not sernve the pumpose for'which the
Legislature impaosed a nickel per barrel tax on al production in 1389.
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After the Vadez ail spill, the Legislature levied this nickel per barrel
surcharge for the purpose of accumulating 50 million dollars-in a fund for
emergency oll spill containment and cdeanup. The original intent of the
nickel per barel tax was that it be used for emergenaes only. Three years
later, more than 90 million dollars in new taxes hes been collected fmm the
ol industry for the Fud

Most of that money hes been spent. Over the past three years, the
Legislature took money from the Fud for things like deaning w
campgrounds and privately-onwned greenhouses, ad buying ferries. These
may be important concems, but they are not all spill emergencies.

The misuses of the 470 Fund need to be stopped so the Fud is
aloned to accumulate and the State will ‘have the independent ol spill

emergency fund intended in 1989.

Thank you.
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Testimony of the
Resource Development Council for Alaska, Inc.
before the
Alaska State House Resources Committee
on House Bill 238

April 17, 1993

My name is Carl Penman, Communications Director of the
Resource Development Council. RDC is a private, economic
development organization whose members include large
and small businesses, local communities, native
corporations and individuals.

RDC believes HB 23S offers an important opportunity to
accomplish necessary reforms in the 470 Fund, it is
imperative that the fund be allowed to accumulate to its
$50 million target level. Alaska will then have an
independent oil spill emergency fund as intended in 19S9.

The original intent of the fund was to accumulate $50
million to provide the state with "an independent spill
containment arid cleanup capability in the event of future
discharges of oil or a hazardous substance."

The state, however, has been, draining the fund to pay for
a wide range of projects that are not directly related to oil
spill emergencies. Money from the fund is going out
faster than it's coming in. and the fund is nowhere near
the intended $50 million target, despite the fact that
industry has paid more than $100 million into it. Basically,
fees assessed under the fund have evolved into a
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permanent tax hike for the oil industry to support expenditures not
directly related to oil spill response.

RDC believes the fund should be used only in true emergencies and
that it should not be used as a funding mechanism for citizen
oversight councils. We believe such expenditures are a needless
drain on the fund. If the functions of these organizations are
deemed appropriate by the legislature, then perhaps they should
be paid for with General Fund dollars.

The 470 Fund is broken and it needs to be fixed now. Time is of the
essence, and by allowing the fund to grow, the state will be in a
better position to respond to a real emergency.

RDC appreciates the opportunity to testify before the House
Resources Committee. Thank you.



March 2fl, 1993

Representative BillWilliams, Graimen
House Resouroes Committee

Sate Capital
Juneay, AK 99501

Regarding: HB 238
Dear Representative Wlliams,

| wes presant a the Kodiak Legidative Information Office an WWednestiay

March 24 for the teleconference hearing when your comrittee disaussed HB
238. 1 wasthe Mayor of the ity of Kodiak for 4 years which induded the
period of the EXXON VALDEZ all spill. 1 wes aso daiman of the group
of spill effected communities know asthe™ Glled Mayors”. Consequently |
amwvary familiar with the legSlation enedied duning this time ardamvery

conoamed a how thoroughly HB 238 ateats to undo thiswark.

| Mt say | was quite gapdlled at goosar Qearis goening rearks duning
your committee hearing. | believe it shoned aconmilete lack of
uderstanding of the situation thet existed during the EXXXON VALDEZ
spill and the difficulties thet the spill affected conmrunities were faced with
duing uchaaiss. M. Qearis refarancesto feeding a trougs ad
lbureaucratic bunding andwamings of dire aossouances should anather
spill ooour if HB 238 were nat enedted were not only il concenved but
dfersive. M. Qeenis doviously reresenting aconstituency of
multinational pelrdeunocrrpenes raherifmtrev\mqng men adwaren
of Alaskawho sand nodt to loose if this legidlation is pesssd

I heartlly conour with trereqcrmewm’ta]\eﬁri@sterfsto \Y/ ¢
Qeaisranaks a the tdecorfarence,




As anyorewho wses involved in the legislative process during EXXON
VALDEZ will remenrer there weare sound and spedific reesars for adoting
the legdation thet HB 238 nowtargds for extinction. Snoethere aeover
20 sedias of the bill | will not addesseechadevary ae bt | will
" mention sareofwhat | casider the most odious pants.
#  Renoves saaveof the Sate progas of munidpal asssance
for cartain oil and hezardous sUosiance deanup activities.
#  Himnetes the partidpation of the public and ather agaaes in
the ad review of the date negter dan
#  Himnates authority for DECto require restoration of deneged
resources
#  Sevardy restrids goplication of 470 funds to ded with angoing
and threatened splls of ol or ather hezardous meterials.
Most of the pants thet this bill targets were estadished in legidlation thet
worked its way through the legidlative [rooess over the course of 2+ years.
IncUsIIy the legdature, the public ad the Giled Mayars all warked to an
effective conpramise whenthese itars weare pesssd by the legdature. The
edgod being td'plan for the future and pratect the peade of Alaska ad the
enMronant in the evart of anather hezardous spll.

The utimate goal of HB 238 ssansto e to saverdly restrict DEC's ablity to
ckd with hezardous spill situations inthe Sate and to manipulate the
calauations ofthe 470 fund to get the nickel abarrd tax sugoaded. | have
dready sen TV aok goansared by the Alaska Ol and Gas Assodation
articizing the use of the 470 fund and questioning its fulure.

In condusion | would urge you to ignare this particularty il conoaived bill
adplace sarenmore rdevant legdation onyour comittegs agada | see
no paint in refermng it to asubcomMittee as it is not savegedde. Heese
find atall sadk of bills and dace this ane an the battom for along, log
tine.

Snoerely

Bob Brodie
PO Bax 26
Kodiak, AK 99615
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Dear Membars o' the House Resouroes Gommittes

| fird it difficuit to believe thet four after the day thet forever
ny life ad the lives of every m%daﬁrsﬁmevm%mla%
todsfed pmessesdesgedto prevert and deanup all andhezardous SUbstance

Particularty troudling to e is the shart natice gven for this ity for puldlic
Rt |
| ic, review a
steterr%nmanﬂre\ne/\zltlsl eto methat uh
arerdrertsvnjdbelrlrodnedlnaroarﬁyvhdwmd%nselfm

govemet d, by, adfor the Reqde

As aoulirurrerud fisremen in Rine V\llgﬁrjn Sud ny Ilvellmijd -85 d0 tefile

imetely- depenos an ahealthy and desn enviroent. | guestion
wtertdre*rmrgtrere‘eremelnsed]m 10to the threet presented to "the
eocrmymrgttreslaé by the rdleese of all or hezardous sUbsanaesinto the
eM

al ardmzatuss,tstarrereleesesoblnmaﬁlasldsecrrrméz
enviroental darrege to fisheries resourass by the EXXON VAldez o a%]" directly
inacted the fishing IndLstry. Danreges to salimon and heni
Uosstence and tounsmresourass may inect the short and long termecomamic
viahility of Rince William Soud The existing wording in the adt refleds econanic
redities. 'I’repropoeeddm;pln HB 2B doesnat

My on the proposed deletions referming to envranental restoration

dbermeeaslyudelstcxleﬁfedeleucrsm restoration of my
Invelinood™ While the anly seraide g is the prevention of all and hezardous
sbstane" msogmeaees enMromrenta restaration isthe only serdlderegoose ancea
Fa

| would caution thet the ssarch for serantic nuenoss in sedion 3of HB Z38indl
likeliood will leed to fulrre difficulties in the interpretation of the provsions of
the bill. Gonensation to the Sate for restaration of the et "to its fonmer
dae’ inplies abasdine of evroenta qudity thet nust e adhieved




I\/B%recy rg%tog%wdﬂm at(s)freartoiremgrlﬂ condition &5
| open 0 edessrounds of procedurd ad aéﬁtﬂes
% idlogcally

Does '"feaghie’ meocrnﬂalxaf?@ashe’ﬁedrd Gglg
feeslde? Soadogcally feegde? | nat eventried to clire the word e,

If certain prgeds attenated with 40funds may rﬂa]rfcrtaidﬁfallnacae%y
theali can ke eqpeded to pay for, Iwould sopest thet
caefuly a ather fuure Sate gernerd funds migh beaaldjetolfe

Depatiment of Emrcrrrertdcrmerva]mtoadnnstertre eenpof
all and hezardous sUsaoe rdeesss Qe dpaoethatwa%é
mstateh%mayrrarteremebyraml Hgmayorihe

In dosing 1urge you to carefully consider the inlications of the prgposed
odifi crsto%%fud &My&ﬁsdlotacbmm public comrert

andnot prooeed hedlly.
Trerk you for the opportunity to testify.

Kal Beder

ac Seretar Geagama Linodn
Reresentative Hadey Aberg
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Bill Willians
Chair, House Resouass Gomittee
BxV
Jureey AK 0L

Dear Ryyesataive Willians,
P.E. HB 238- Oil and Hazardous Substance Release Response Fund

| anurede toatad the comittee tdecafarate an Sauckly adamifaxing
this letter indeed. | would gqaeadeit if youwoud inducke it in camittee

pedes aspat of tre puldic recad

| merajenadbah treaigrd bill adtreddt CS 7idieevay sragy
tret ‘hisis anill-advised hill, evenin its prgoossd GSfam ad | ugetre
aonnitteetorged it

This bill wes nat devdgoadinresoose topddas with tre 40 fud it wes
cHivered by all iIndLetry rgresatatives woseaimislo red e thelr firenad
ludn Asadtizen rananaeadteded by de Eoan Vadez al splll, ada
aomedd fisapasm | desgdy resat efats by sme tomggaesatte
pirposes of the fud teinat of trelegdaure in 198 adterscad of CEC
INn eadig futh npgaedes adpeation

1cb at thirkit's ureesorede o darad tret de all indLery hepay lo
prevat canageframitsadiviies. 1t is aatanly imesporaide todinirete
pogans for pevation adpgaades adioad sstoghtealy
wrmtanllnglssanrgaaobmra/ regodtoternsd g sall. 1fwe

Ing framthe Exon Vadez 5all, it Soudhaekentreresdio
paetat:bihcrd Falis. It ispreasdy beca e pravartion poyans gy
less utat ad hae ahardr time trenaragaaes conpating far atatian
tret the 198 legdature provded the 40 nedreniamfor tharr fuding,

Whie it nay infad nale se ssseto e two sgaee fundsane for
regooseto anmgar sall adaeto coer ass assoaasd with preverting
Falls-deduvded ndd in treddt bill isdeary toolittle to acoardishwhet
resbtoledoe  Haein Gk inlet, warerewaill finds hae recartty ke
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pulic hegthadvater ygdies Acan it isnd uressarddefor (ieall
iInoLety to etaedfor this pupose)

gapiodtesse deaty, teregosldetingtodbismatotry tondea
ked bill samenret batter ot to gat fransaaich Wark with e Gitizerns
Oversigt Counal (eckoLetely fuckd, deese) ard tretwo Regardl Qrizars
Advsary Goundls ad arars with agoodwarking knonledoe of all issesad
tre4/0fud  Identify wret reecs tolee dore'to noet resporsildy adfainty
paet Aseda@adAsdas Then idegdation isresced, wite acommittee
bill.

Donit enibarass Alada by fdling vidimtoal indLetry pressuread
pgecath Warse trenthet, darnit retum Aladans to urecogdadends fram
ol salls adather rerds AHaes Rgedt HE2B "

Snoedy.

@ SaHo Srarelite
neGal Phillips
: Mke Navare
Ryoesatative Kay Boan
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March 24, 1993

The Honorable William Williams
Alaska House of Representatives
State Capital Building Room 128
Juneau, Alaska 99801*1182

Re: HB 238, Amending the Oil and Hazardous Substance Release Response Fund
Dear Representative Williams:

Cook Inlet Regional Citizens' Advisory Council (Cook Inlet RCAC), formed pursuant to
Section 5002 of the Oil Pollution Act of 1990. has been contacted by numerous
citizens expressing concern about the implications and ramifications associated with
House Bill 238.

Cook Inlet RCAC is supportive of the efforts to review the status of the Oil and
Hazardous Substance Release Response Fund, aka "470 Fund”. A review of the
appropriations and expenditures made from the “470 Fund" indicate limited progress
has been made in fulfilling the purposes. Projects which should have been funded
and operational remain in limbo. While other projects are either inappropriate or
limited in use to only catastrophic events.

During this review of the "470 Fund”, Cock Inlet RCAC would recommend the Alaska
State Legislature keep in mind the responsibilities of the State of Alaska to protect the
lands and water of the State. Through the "470 Fund" and other recently enacted
legislation, the Department of Environmental Conservation has been given the
responsibility to: review and certify contingency plans: review spill response
equipment and inventories; participate in spills and spill drills; establish response
depots; develop a corps of response personnel; and develop and implement a
nearshore response plan. Whiie this list is not exclusive, it is meant to highlight some
of the more vital areas which are suppose to be funded through the "470 Fund”.

If the Alaska Legislature eliminates the use for the specific activities identified in the
HB238, Cook Inlet RCAC would strongly recommend the Alaska Legislature
appropriate sufficient general fund dollars to the Department of Environmental
Conservation to adequately review and certify contingency plans, review spill
response equipment, register response action contractors, participate in spill drill
exercises, respond to identified and unidentified spills, establish response depots,
dovoiop a response corps, and implement a nearshore response plan. In order to

Cook Inlet Regional Citizens Advisory Council
11355 Frontage Rd.  Suite 223" Ksnal, Alaska 99611 &(907) 283-7222 « FAX (907) 283-6102
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perform the duties and responsibilities as delineated in Alaska Statute, the
Department of Environmental Conservation must have the resources to implement the
laws.

Cook Inlet RCAC has seen an increase in oil related activity in Cook Inlet over the past
year and all indications are that this activity will only increase. The oil companies have
been working closely with the State of Alaska to ensure that the proper permits and
plans have been submitted and reviewed in a timely manner so as to not
unnecessarily impede development. In order for this cooperative effort to continue the
State regulatory agencies cannot be stripped of the funds which have allowed these
efforts to continue.

Cook Inlet RCAC would recommend serious consideration be given to the overall
implications of this proposed legislation. It is much more than reaching the $50.0
million cap for the "470 Fund". The legislation can also affect the State's ability to
control its own destiny.

To provide you with additional information on Cook Inlet RCAC and its activities
enclosed please find a copy of the 1992 Annual Report, Cook Inlet RCAC would be
willing to meet with the committee to discuss our experience with the application of the
"470 Fund" in Cook Inlet. Should you have any questions or require additional
information on this or any oth9r issue please feel free to contact me or Lisa Parker,
Executive Director at 283-7222.

Sincerely,

Jack Brown
President

Enclosure a/s

JB/LMPI/rd
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Bill Hudson
Con Bunde
Joe Green

Jeannelte James

Eldon Mulder

David Finkelstein

Pat Carney
John Daviss
Al Vesey
Pete Kott
Jerry Sanders
Harley Olberg
Gary Davis
Bettye Davis
Fran Ulmer
Mike Navarre
Gail Phillips
Cliff Davidson
Joe Sitton
Mike Miller

Honorable Jay Kerttula

Honorable
Honorable
Honorable
Honorable
Honorable
Honorable
Honorable

Loren Leman
Steve Frank
Drue Pearce
Al Adams
David Donley
Fred Zharoff
Suzanne Little

The Honorable Judith Salo
Commissioner John Sandor

Governor Walter Hickel

Cook Inlet RCAC Board of Directors

Charter Funding Companies
Prince William Sound RCAC



Citizens’ Oversi%ht Council
on Qil and Other Hazarfous Substances

3111 C Street, Suite 150 » Anchorage, Alaska 99503
(907)561 -2101 * 561-7 (FAX

March 31, 1993

The Honorable Joe Green
Alaska House of Representatives
Alaska State Capitol, Room 114
Juneau, Alaska

Dear Representative Green

As we discussed, | am offering some observations and recommendations
concerning the legislation you have sponsored, House Bill 238, which deals
with various aspects of the Oil and Hazardous Substance Release Response
Fund, and other prevention and response issues.

| am currently the interim executive director for the Citizens' Oversight Council
on Oil and Other Hazardous Substances (the executive director is on unpaid
leave of absence through May of this year). Obviously, the Council has a direct
interest in the outcome of this legislation, since HB238 would eliminate funding
for this organization. It is safe to say that the Council members believe in their
organization and think it worthy of funding as well. The Council is making its
case to the respective Finance committees, and for the purposes of this
discussion | will restrict my comments to the larger, more general issues raised
by the bill rather than individual funding for a given entity. The chairman of the
Council is out of the country on business and the vice-chair is fishing one of his
commercial permits in Southeast, so we are unable to assemble the full council
(it is, of course, all volunteer) for a formal position vote on this bill. However, |
have spoken with the member who deals primarily with oil issues and she has
authorized me to offer these comments to you.

Please keep in mind that | am also offering these comments as someone who
worked extensively on Exxon Valdez issues at a variety of levels and in a
variety of ways; From March 1989 through September 1990, | was a special
assistant to Gov. Cowper and either directed or participated in most of the major
spill-related policy, political, and technical discussions within the Governor's
Office, ADEC, and with local governments. After 1990, | served as state on-
scene coordinator and managed the actual state field response for both
Commissioner Kelso and Commissioner Sandor.

Clearly, | support the Council and its continued funding by the state. However, |
also want to make clear to you and your colleagues that | have no financial
interest in the Council's continuation; my job is temporary and was not

Council Members
Harry R. Bader, Fairbanks e LeoJ. Hannan, Anchorage  Kathryn L. Kinnear, Kodiak
GaryP Kompkoff, Tatitlek * John H. Lucking, Jr., Unalaska



scheduled to extend into the next fiscal year. This is not a case of someone
"squealing" about being cut off from funding.

1. General comments

a. Thisis a very broad piece of legislation. It lumps a wide variety of issues
(sone of them only marginally related) into a single omnibus proposal. |
suggest you separate your concerns and issues in related clusters, and
introduce each as a separate hill.

b. Some of the assumptions behind the bill are weak. | have heard
proponents of this legislation offer a variety of reasons why legislation such as
HB 238 is necessary. It is safe to say that | disagree with most, if not all of them,;
some are founded on flawed assumptions or misapprehensions of history, while
others reflect points of view with which | differ. They include:

b. (i) First response vs. other uses

The Oil and Hazardous Substance Release Response Fund, along with
its earlier incarnations, has always been used for response to a variety of
pollution incidents. Response includes "emergency first response,” but it
also includes long-term remediation of known sites and investigation into
potentially contaminated sites.

| disagree with the argument that HB 238 somehow returns uses of the
fund to its original intent, i.e., a $50 million reserve fund used only for
emergency first response to an oil spill. Neither the history of the fund
nor the pollution problems in Alaska justify changing the fund into
primarily an "emergency first response” fund, as HB 238 would do.

b. (i) Accounting of funds

There is no question there were accounting problems during the Exxon
Valdez spill. When | became on-scene coordinator in October 1990, one
of the department's primary goals was to sort out the paperwork that had
accumulated during the "war," and return accounting, personnel,
procurement, and other administrative procedures back to normal. We
did a pretty good job: At the end of the fiscal year in June 1991, the
Exxon Valdez office turned back to the Response Fund nearly $1 million
we had saved by better management.

This was the result of a concentrated effort by the department's
leadership and administrative departments (not to mention the fact that
things were far less hectic by that time), and demonstrates that ADEC
was extremely concerned about management of response funds.
Subsequent action by the department officials (audits they initiated
themselves, designation of a division-level fund custodian, clear written
guidelines for use) backs that up.
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There is little to support the contention that money is pouring from a gash
in the Response Fund, and going no one knows where. HB 238 would
do nothing to improve accounting procedures; it would simply cut off
many things for which accounting would be necessary. Interms of both
financial management and pollution control, this approach is neither
effective nor efficient.

b. (H) Unauthorized uses of the fund

Every single expenditure from the Response Fund requires a legislative
appropriation. ADEC submits a regular budget form, during the regular
budget cycle, for every activity or piece of equipment or person the
department expects to fund from the Response Fund. The Legislature
reviews, approves, disapproves, or modifies those requests in the same
way it deals with every other general fund request.

DEC has some discretion about spending money on a given response
effort, but even that discretionary authority has definite boundaries.
Money spent under that discretionary authority is based on a specific
appropriation of funds set aside for the purpose of resoonding to spills,
and use of the fund for response is governed by written guidelines. DEC
cannot shuffle Reponse Funds from emergency response to some other
program without specific Legislative approval.

If members of the Legislature disagree with a certain use of the fund, they
can eliminate that use by a simple majority vote of each chamber, just
like any other appropriation or budget cut. HB 238, as written, would tie
the hands of future Legislatures to make their own spending choices
based on the will of the elected majority at the time.

b. (iv) The "empty"issue

Several legislators, including you, seem to believe that operating costs
paid from the fund have left the fund empty, and that litile or no
emergency funding would be available should there be a large spill
tomorrow. This is not even close to true. At this writing, approximately
$23 million has been appropriated by the Legislature to the spill reserve,
where it available right now for a spill response.

b. (v) The intent of the 5-cents-per-barrel conservation surcharge

The conservation surcharge on TAPS oail is paid into the Response Fund.
The Response Fund has, since its inception, been used for a variety of
response and remediation projects. There was no expectation among
Cowper Administration officials, as far as | know, to treat the conservation
surcharge any differently than any other nickel in the Response Fund.

British Petroleum’s representative, John Ringstad, told the House
Resources committee March 24 that the North Slope producers are
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willing to pay for their "responsibilities,” and implied that other uses of the
Response Fund were not the responsibility of the oil industry. | disagree
strongly with this position, especially if it is one of the driving theses
behind the introduction of this bill. We don't send a checklist of programs
around to every bus’ness that pays the state's corporate income tax, and
allow each to directly designate tax revenue he or she generates to only
those programs which with he or she personally agrees.

There is no question that major taxpayers have a legitimate right to
express their opinions and to attempt to convince legislators to support
those opinions. It is quite another to codify, in statute, the ability of a
taxpayer to restrict use of specific tax revenues. This bill legislates oil
industry control over state spending for a critical public and
environmental safety program.

2 Sl prevention and respose issues
a. Prevention programs (Section 12, and at other points)

HB 238 severely limits -- or even eliminates -- ADEC's abilty to set up, operate,
and administer its prevention program. These are the cornerstone of a coastal
protection system. The idea that they can be funded through user fees does not
take into account the fact that prevention programs (plan developments, review,
and revision) are not specific to a given project or company. Neither, for that
matter, are the as-yet undeveloped response corps and depots; the corps and
depots are likely to serve areas that see little, if any crude oil shipping traffic (the
Aleutians, the inside waters of Southeast).

One of the most clearly demonstrated problems that contributed to the Exxon
Valdez disaster was a lack of consistent arid aggressive funding by the state for
its oil pollution prevention and control program. Traditionally, programs with
immediate needs for equipment, maintenance, etc. (village safe water, seafood
inspection, an so on) begin, overtime, to "crowd out" prevention programs,
which generally don't produce some identifiable result. In fact, the result they
produce is a non-result, i.e., they avoid spills, which makes them seem less
important overtime.

The Legislature in 1990 and 1991 specifically addressed this problem by
making it clear that prevention programs were eligible for response fund
funding. HB 238 would simply reverse a previous action of the Legislature
regarding prevention; it would do nothing to make prevention easier or more
dependable.

b. Emergency first response (Section 10)
The bill makes emergency first response the primary use -- indeed, almost the
sole use -- of the response fund. Emergency first response is the least cost-

effective investment one can make in this type of coastal protection scheme.
Prevention u more cost-effective by several orders of magnitude. Changing the

The Hon. Joe Green 4 March 31,1993



purpose of the fund to "emergency first response” is flawed pollution control
strategy.

c. Deletion of restoration (Sections 3, 9, 17 and 21)

You have already expressed a willingness to revise or delete the section of this
bill that would relieve a polluter from the responsibility to restore the
environment he damaged. That's good; as written, this section would have
given an unscrupulous spiller a golden opportunity to avoid or delay full
responsibility for dealing with restoration costs or actions.

d. Changes in definitions (Sections 14,15, 18 and 19)

HB 238 narrows at various points the definitions of "release" and "threatened
release." These changes add an additional layer of consideration -- and
possible delay -- before the commissioner of ADEC can commit response
money to the field for the purposes of stopping a spill before it happens. As a
matter of public and environmental safety, one would hope that emergency
response professionals were given wide latitude to use their best professional
judgment, and instructed to err on the side of safety. HB 238's new definitions
err on the side of accounting; it provides the bean counters with additional
security, but at the expense of the people and resources of the state.

e. Limits to public involvement (Sections 4, 5, 6, 7 and others)

There is no compelling reason to limit public review of contingency planning,
nor is there any compelling reason to leave review of, say, the state master
plan, entirely to the discretion of the commissioner. This does not make Alaska
a safer place. Furthermore, it nearly guarantees that in the event of another
major spill, the public will be ignorant of what is supposed to happen and why,
which will in turn reduce the public's confidence in the government and the
industry, and which will in turn raise the likelihood of irrational and antagonistic
reaction from the public.

I think it prudent for the Legislature and the administration to keep a careful eye
on the management and accountmg the of response fund, and | think it fair to
consider the point of view offered by the state's largest and most lucrative
industry. However, HB 238, if passed, would do significant damage to virtually
every improvement Alaska has made in its prevention and response system
since the Exxon Valdez oil spill. | urge you to reconsider your position.

Very truly yours,

The Hon. Joe Green 5 March 31,1993
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LEG. AFFAIRS-KODIAK FAX NO. 4865264

March 23193

Representative Bill Wlliams, Caimen
House Resouroes Gomrittee

Sae Capitol
Jueay, aK 90801

Regarding: HB 238
Dear Representative Willians,

| wes presant a the Kodiak Legdative Information Office an

March 24 for the teleconference hearing when your comittee dsausssd HB
238 | wasthe Mayor ofthe Gity of Kodiak for 4 years which induded the

period of fre EXXON VALDEZ all spill. | V\Bsdsndﬂammoﬁfegap
of spill effected conmruntties knowssthe ™ Qlled Mayors”.

amwvery familiar with the legdation ereded during this time and amvery

concamed a how tharoughly HB 238 attermats to undo thiswork.

| nust say | was quite gapelled a goonsar Qrearis goening rearks during
your committee hearing. | believe it Soned aconpete lack of
understanding ofthe Situation thet existed during the EXXXON VALDEZ
spill and the difficulties thet the spill affected conmunities were faced with
duing suchaaiss. M. Gealsrefarencssto feeding a troughs ad
bureauaratic bumdling andwamings of dire consaguaoes should anather
spill ooour if HB 238 were nat eredied were nat onty il conoetved but
offensive. Mr. Qeenis doviously represanting aconstituency of
multinational petrdeumcapenies rather thenthe working men andwomen
of Alaskawho sand nost to loose i f this legiSlation is pessed

| heartily conour with the resoanse by Reresentative Ainkelstelin'sto IV
Qearis ramarks a the tdecorferaoe

P. 02
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As anyanewho wes invalved in the legislative process duning EXXON
VALDEZ will remenrber there were sound and spedific reesans for adoating
ihe legislation thet HB 238 now for edindion Sncethereaeover
20 sedions ofthe bill | will not eechadevway aebut | will
mention sareofwhet | consider the nost cdious paints.
# Renoves sareofthe saepragans of munidpal assdance
for cartain ol and hezardous sUlsanoe deanup activities.
#  Himinates the particpation of the public and ather agendes in
the amual review of the Stete mester dlan
#  Himnates authorty for DECto require restoration of ceneged
resources.
#  Severdyrestids gopication of 470 fiinds to ded with ongoing
and threatened spills of ol ar ather hezardous netenids.
Most of the paints thet this bill targets were estaldished in legislation thet
worked its way through the legiSlative [rooess over the course of 2+ years.
IncUstry the legdature, the public adthe Qled Mayars all warked toan
effective compramise when trese iters weare pessed by the legdature. The
end godal baing to plan for the fulure and protedt the peade of Alaskaand the
envronment in Ihe evart of anather hezardous spll.

The ultimate godl of HB 238 searsto leto sevardy restrict DEC sability to
ckedl with hezardous spill situations in the State and to menipulate the
calauations of the 470 fudto get thenickel abarrd tax sugpadsd. | have
dready ssen TV ab soosared by the Alaska Oll and Gas Assodation
criticizing the use of the 470 find ad questioning its future,

In condusion | would urge you to ignore this particularty ill conoeved bill
and place sare nore rdevart legdation onyour committee's agach, | =2
No point in refermng it to asuooomMttee asit is ot savegedde. Heese
find atall stadk of bills and dace this aeonthe battom for along, long
time.

Sincerely

Bob Brodie
PO Box 2%
Kodiak, AK 99615
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March 24, 198

Represantative Pet Carey
House Resaurass Committee
m@s@uﬁ
Jureay, Alaska 33811

Dear Reresartative Carey.

'I‘reFegond Gtizens Advisory Coundl ( of Pince William Soudisan

mrrproﬁtcrgmza]mfcmedln after the Exxon \aloez ol
splll Uncker its contract with Alyeska EglneSemoe "y, RCAC recenves
amudl funding and provides acvice to The Qil Pdllution Act of 1920
(OGPAQD) ished two pilot prograns in Aleskafor attizen oversigt of ol
terminal and tanker gperations. The RCAC is cartified as the program desigretied
for Prinoe William Soud

The RCAC menrberdhip aonsists of 18 communities ard (suhesfishing,
tourism, and agueaiture arganizations) affected by the Valdez ol spll.
WWQR@C ides avoioe for communities and atizens an
ol i deasias thet ey them Bven before CPA 0 wes pessd the
Stete of Alaska recognized the inpartance of atizen oversigt of manine ol
trangpartation and supparted the fomration of atizen acMisory coundlls. Soe
then, the Stete of Alaskahes recogized the inportant rale thet RCAC cenplay in

Inorov ill prevention and regoaree prgpareciness and codified RCAC
nd\ﬂmrértseln coningency dan review through House Bill 567 regulations.

On behalf of its menroer commrunities, 1lamwwiting 1o eqaress our concans
regarding House Bill 238, anact amending the oil and hezardous substiance rdeese
resoasefund  HB 238 significartly impeds the Sete of Alegels ol ad
hezardous sUostiance spll jon ad resoanee prograTs by drantically
raromrgtrepnmeso treall ardmzacaswostamereleaeeleqweeﬁrd
(OHSRRF, "regoose fund o 470 fund') and thereby, reduaing the fundi

ygpat thesesrograns. It isabit ironic to e heating testimony anthis bl
m the fourth afr“wyo'fﬂ’EExxon valdez OIl Sp"

HB 238 removes many of the.essartid jpurposes of the ol and hezardous sustane
relesse response fund and recloes requirenrents for deanup ard restoration. The
legdlation would retum the Alaska Department of Ervironmental Consanvation

R iRy
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(DEC) tothe leve of funding for il and hezardous sUbstanoe release thet exsted
lefore theexxon vaidez Spill. - This legislation would limit the response
capability of DECto afirst regponse capacity and virtually eliminate any and

all prevention programs develgped sncethe e xxon valdez Ol Spll.

The aiginal punpose of the resparse fund, aested in 1986 by HB 4/0, westo
pwdeforlfedealr)ofoamraedmzamsmestesrta adtoasue
pronpt rejoaeeto ol adfazaobsskﬂamqallsposrgawlnmretad
subslantial threat to public health and the evronment. By elimi
fundions of DEC ard the regoonse fund, this bill apples sabllltytope,eﬂ

and respod o splls.

IVeny years of effort by the Oll Spill Commission, the Alaskal Legidlature, DEC,
Gtizens Advisory Counalls and pubdlic interest groys will ke entirely udone

QOreof the ot inportant sedtians of trebill is sedtion 12 which nekes e
follonming pragrans ineligible for OHSRRF funding:

e mund and assssarats which woud signifi redLcethe
abili g?mnmmgéers'?omwmis reqcrrdtoreleases,m reowercanﬂy reoose
addeanup aodts, ad participate in litigation;

 reviewof oll dsdhage prevention and respase contingency plas,

« \erification of finandal responsibility;

e training, spill drill and regoaee exarases, ingpedians, and verification of
equpTen inventaries and resoaee prepared ess,

e resooee aaps ad depas and spill respose office;

* recovery of aods of containment and deanup resulting from ardesse or
threstened rdesse to the Jate arrmapalrty or avillage [these agsare
utimetely recoverade by the Siate from the responsidle party but under this
provision thegovement eﬁ%/’vth\ﬁudm\eto front the money for deanup ad
conanet rather then tree baing provided by the 470 fund;

e preparaion of the dates neder danard regand nester pars; ad

imTmwvminniwiiTi — m— @ — 2 — mm
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 restoration of the eeviranment "y addressing the effedts of anail or hezardous
Ueae rdeas”

* naintenance of the oil and hezardous SUsiance resoase office;
In addition, the bill:

5 dmpeswgﬁsigtws;%ag%gesadtmmzersagsgtMI
iminetes all authority for to require restaration of cermeged resourcess,
3 the defintion ofrdeesead% rdeess, ad

4) dimnates the aud review of the date nedter ad regordl resoose das

This legislation heses in ueer fees for review of individual vessd and faclity
contingency dans and verification ofﬁnamal responsibility and it greses aut the
Lee of regoase fuds. It will bevirtual e to st individual user fessto
suppart the shared senviaes provicked by suchas the spill prevention program
training and spill arills, ansaeard regonal mester dars. In addition, the
legdlation limits Leer fees to direct costs and recLoes DEC authonty to collect fess

This bill is agant g bedanards for Alaska, undermining our ability to
prevent and respand to spills and pratect the public heelth and welfare and
the ermronment Ir. aoaition, it reinforoes the question of whether Alesiais
UulyoamﬁedtoﬂeMpofrtsamrawert Weugeyou natto
pess this legdation.

I you heve questions or would like additional infonmettion, deese cb not
hesitate to contact RCAC,

Sncerely,
Shella Gatetrer
Exeaﬂlve Director, Prince William Sound Regord Giizens' Advisary

cc. RCAC Boad of Directars
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TO
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Walter B. Parker

372a Campbell Airstrip Road
Anchorage, AK 9950"
e 074 5189



FROI'T

t

«

PARKER ASSOCIATES, INC. PHONE NO. * 907 333 5JLS9
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My name is Walter Parker, My testimony today is in
opposition to KB238. I believe passage of this bill
would do serious harm to the state"s ability to

ensure an adeguate prevention and response program

to o1l spills at all levels, iIncluding catastrophic

spills.

My background iIn the subject areas of HB233 goes back

25 years now when we first began to plan the transportation
of crude oil from Prudhoe Bay to market. | was
Transportation Flanning Officer for the Federal Field i
Committee for Ddvclopment Planning in Alaska (1970-71) ]
during the initial planning phases of the |alyeska Pi perinea
and the associated .tanker routes, .|ﬂE£?'I was Director

of Technical Staff for the State Pipo&ine Coordinatq{'s
Office (19740 and then Chairman of the Oil .Tanker Tasx ;
Force for the state (1975-7?) = 1 returned to the fray

as Chairman of the Alaska Oil Spill Commission (1989-90)
and since 1991 have boon Chairman of the Hazardous
Substance Technology Review Council. I emphasise at

thi3 time that the Council has taken no position on HB2.38

and the views expressed here today are mine alone.

1] « t

Passage of HB23S would, to me, begin the process that

the Stfoddthes already ..taken once before. It would effectir ly
nullify the efforts of the pact three yeqrs iIn attempting \
to "build a state preeence iIn the prevention of and respons f

to oil spills that was called for in the legislation passe

in 1989 and 1990,
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When oil began to flow from the pipeline iInto the
tankers at Valdes in 197?» the State o< Alaska has in
phace a 3trong prevention and response system. The
guarantors for thie system were embodied in the Coastal
Management Program spelled out in S34Q& (19?6) which
provided incentives to the shipping industry to
improve their operations by requiring lesser payments
to the Coastal Management Fund if certain standards
were attained and maintained. The fund was used to
maintain a strong state regulatory presence inspecting
tankers at Valdez and insuring that Alyeska®s spill

response program was maintained.
*

The Aleyska owners cued the state in 1977 to eliminate

the requirements of 23706 and won iIn 1979 on the grannds

of federal preemption. What was left of 33706 after the lav
suit was elimina t 4 by the 1979 and 1980 legislatures.
After that the full time spill response team was

eliminated by Alyeska and the Coast Guard tanker 1inspection”
became less and less until they were hardly noticeable.

It is noteworthy that when the state presence was strong

the Coast Guard presence was strong.

By March 2k, 1989 there was little left of the system that
was in place when the Valdes terminal opened. The responsf
of the legislature 1in 1989 and 1990 was to pass the series
of laws that attempted to guarantee it would never happen

again. Yet, already a short four years later we are beginning

the process of dissolution of the system.



FROM

The original h"3238 seemed to take the 470 fund completely

out of spill prevention and put the state iIn the position
where we would have #50 million for the next satastrophic

spill and anything that was done to ensure there would

not be a spill or to mainta in an adequate spill response

posture would come from tho genaral fund. Now, the bill

wants to split the fund and put a cap on operating costs,

This simply means that all flexibility i1s removed from

the Commissioner and from the legislature to use the

fund as a tool iIn fashioning the best possible prevention

eJrd response system.

IT errorc were made In uses of the 470 fund they were
approved of by the legislature during the budget process
fo me, the major error in the use of the fund thus far

Is that 1t has not been used agressively enough on

the prevention measures.

We must not forget that while we have strong vastly
improved response systeme iIn Prince William Sound,
Cook Inlot and the Arcticp the rest of the state has

until now had minimal iImprovements 1 ji response. This

process 1Is just beginning.

On the prevention 3ido theve has been a lot of planning
but little implementation. The same ships are four years
older? few changes have been made ir. crew training or
man&ing practices? the new navigation systems are still
in the planning and approval process ? there have been
only minimal changes in vesael traffic system operations

and, Oniy minimal changce iIn federal and state pilotage
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k
There are etj.ll 3 billion barrelG of known reserves on
the North Slope to pass through Valdez. New oil 1is
being announced regularly. But there 1is aboui as much
left as we have already gent through Prince William
Sound even If we discount any new oil finds of any
magnitude, We have® outlined In federal and state
legislation the requirements for a much better system
to transport the remaining oil from the North Slope.
To do the job right, we should maintain administrative
and legislative flexibihity in the use of the 47G
fund. It is a good tool as i1t stands to enable
the state to play -.its part 1n cooperative efforts with
the federal government and the oil industry in
Carrying out the legislative mandates of 19M9 and 1990

to build a better oil transportation system.



April 10, 1993
P. 0. Box 2176
Palmer, Alaska 99645

Rep. Bill Williams
Chair House Resources
State House

Juneau, Alaska 99811

Dear Representative Williams,

Please consider my opposition to MB 238 to change the terms
and purpose of the state 3 oil spill response 470 fund.

The fund 1is deserving of continuance on the basis of its
effectiveness and success over the last three years. As it
was 1intended by the legislature, tne fund has allowed the
state agencies to significantly reduce the threats posed by
oil spills in Alaska. Based on my own experience as a
scientist involved with several marine and onshore oil
spills since 1989, 1 know that prevention and planning are
more productive than emergency responses, as unfortunate as
it is.. For that reason, | am happy to see that the fund has
been used for spill drills, contingency planning, as well as
response preparedness by the Department of Environmental
Conservation and the Department of Fish and Game.

By one means or another, the state must ensure full funding
for spill cleanup and preparedness. |If we e learned much
in the last several years here, it is that fulfilling our
commitments to protecting the environment from petroleum
contamination is a necessary condition for continuation of
the oil industry in Alaska.

Sincerely,

Mike Bronson

cc: Sen. Kerttula
Gov. Hieke]
Rep. Larson



JUNEAU

"ALASKA'S CAPITAL CITY \]AM|EPARSONS, MAYOR
m mmmmm City and borough ofjuneau

March 23,1993

The Honorable Bill Hudson
House of R presentatlves

ate Capita m_1
?uneau pAaska%%SOl 182
Dear Representative Hudson:

Iunderstﬁ 8t|ha B 238 offered by the House %p%m ttee on Oil &
(as 1S sche or a %arln t0 ortwv ore e ou%
R%sour es Committee. This gag woudamen the purposes for
W pl(e:rr} dﬁe (e "470 Fund" (Ol & Hazdrdous substance release fund) may be

ar icul rco cern Is with section 24 of the hill. Accordlnq to a March 19

1S t|vec seI {0 Re esen afive Joe Green, the repealer
sect|on @e t|o% %wou ave ehect o#dwaﬁlowm%# e lse. osz70 Fund
rt e state program

mone r¥] nstruction or
aSSIStance azaraous waste C ean up.

concerned th tlf he 7.5 m|II| nt at is nowa;%art oftpe fundin
rg esup orte np/ overno ort e new state %rrH St tgw?t IS

aedd:s (r)e] Egcte MangﬁelFlaIP a/SS sotggn tcgltjmeanacorres ongﬁ%j f

fost TOPUIYdIng orother prOJects In outheastAnlska Poneing

In addmoRellf there trg]o prOJ||3|on for emer%enc funding or f(ir |mgact

municipal

ants to meet or clean U uneau’ gency
rdlgg Co mlﬁee would los iirfg communltle? F Junea
\EIIVCOIUVI Iesnotbe able to recover |recty om the 4/0 Fund for clean up

anlk oy, Bill, for addressing our concerns about the present version of
this eJ ation.

lie Parsons
Mayor

cc: All members, House Resources Committee

ISSSn Spwnrrl St linpnn AK QORDI « mO7\ * FAX-



KETCHIKAN
GATEWAY OFFICE OF THE MAYOR
BOROUGH Ralph M, Bartholomiew

March 23, 1993

The Honorable S. Williams
House of Representatives
State Capital - Room 128
Juneau, Alaska 99801-1182

Dear Representative Williams;

As mayor of a coastal Alaska community, | am writing in opposition to H8 238,
relating to the ol'! and hazardous release response fund, which Is scheduled for a
hearing in the Hous9 Rssourc33 Committee on Wednesday, fwfarch 24. Although !'am
not familiar with every ramification of this legislation. ! would like to addrass a few
areas which 1feel will adversely Impact my community.

The language in Section 24, which would repeal the use of the response fund for
construction of an oil response ferry and repeeis the program of municipal assistance
for cleanup in communities Impacted by an oil or hazardous substance release,

concerns me greatly.

In regards to the cleanup activities, this legislation would not allow for community
Impact grants, which are cf the utmost importance, as emergency funding Is needad
quickly to help pay for the unanticipated cost3 to a community associated with a spill,
in addition, restoration cf the environment will no longer be required during
containment and cleanup activities. This could have dire affects on a coastal
community such as Ketchikan, whoso residents reiy heavily on tha fishing industry for
jobs and a healthy local economy. In addition, many in our area participate In
subsistence gathering of traditional foods found in ths waters and tidolands of
Southeast. {Unfortunately, Section 10 of HB 238 deletes any reference to the effects

of a spill on tha economy.)

As you are aware, we are very close to securing the final funding for the new farry,
and the $7.5 million from the response fund which i3 now Included in the funding
scenario supported by Governor Hickal, Is very Important to the project. It i9 felt by

Slnyur/Hnaingas AlJrrsitt; 015 Slu.lomn Street, Kotrhihun, AK QQQCL
Phone 225.2121 nr 225-3001 Fax 225-072?



HB 238
Honorable B. Williams
Pago 2

some that without tho funding available from tha response fund, the new ferry project
may not become a reality.

Finally, an additional financial burden Is placed on those whose who must submit oil
discharge financial responsibility and oil dlacharga contingency plans by putting In
place authority for regulations to establish a new foa structure. Currently, the review
and approval of those mandatory plans Is paid by the response fund to the Alaska
Department of Environmental Conservation {ADEC). A cursory estimate by ADEC
staff puts the new foe levels In the neighborhood of $10,000. although the fees could
actually be much higher.

Aa the legislature begins Its long and deliberate review of this wirfa-swaeping
legislation, please take into consideration tho concerns addressed in this letter, as well
as the concerns 0? ail Alaskans who livelihood, traditions and lifestyle may be effected
by another devastating oil spill.

Sincerely,

Ralph M. Bartholomew
Mayor

cc: Ail House Resources Committee members



MARCH 2-4, 1989: THE WRECK OF THE EXXON VALDEZ AND A SPILL
REPONSE THAT WILL LIVE IN INFAMY.

MARCH 24, 1993: HOW SOON WE FORGET. THE LEGISLATURE
IS OVERWHELMED BY OIL LOBBYISTS COME TO
RECOVER THE RIGHT TO SPILL OIL. Bill after
bill is introduced, environmental protection
budgets are slashed, major oil production tax
reductions are proposed, all of which puts us back
on a collision course with Bligh Reef.

RESULT: LESS PREVENTION. LESS REPONSE. MORE
POLLUTION. MORE PROFITS. LESS FISHING. LESS
TOURISM. LESS WILDLIFE. LESS LOCAL ECONOMY.

If multi-national corporations were human |l would hope that those
that propose this deal-breaker with Alaska would feel deep shame.

| know many corporate employees that are as offended as the rest
of jps when big money mouthpieces interfere with the system atic
solutions we work on together.

Time is precious on this, the fourth anniversary of a spill response
that lives in infamy. 1 will conclude, therefore, by telling you a
brief but illuminating story of the way the first Exxon
representative in cur spill sector reacted to his companies response.

After a great deal of effort, many days after North Slope crude oil
was all over the outer coast of the Kenai Peninsula, the outer coast
of the Kachemak Bay State Park, the Kenai Fjords National Park,
village and borough lands, and the fishing grounds that much of
our livelihood depends on many 20 hour days of building
homemade boom and skimmers while rafts of thousands of oiled
birds washed ashore, finally an Exxon representative with a
checkbook and authority to bring response equipment arrived in

Homer.

| was the only local available and ready to sit with this Texas
Exxon stranger the night of his arrival. W hile he was having his
first meal here, this fine man, a seasoned expeditor for Exxon with
previous experience m Alaska unloaded his personal anger and
frustration at the Exxon Corporation forlits double standard'with
the shipping arm allowing drunks to run tankers when drunks
caught in company trucks were summarily fired where he worked,
just as they should be, he thought.

But the worst of his pain and frustration was caused by the



BP EXPLORATION (ALASKA) INC.

TESTIMONY ON HB 238
for
HOUSE RESOURCES COMMITTEE

March 24, 1993

Mr. Chairman, Com mittee members, my name is John Ringstad. Iam
the Associate Director ,State Government Affairs for BP Exploration
(Alaska) Inc. Thank you for the opportunity to testify today.

HB 238 addresses the purpose of the nickel-a-barrel surcharge
placed on crude oil production after the Exxon Valdez accident. In
the 1989 session, three bills were passed dealing with the "470
fund": 1) SB 260 establishing the nickel surcharge, 2) SB 261
requiring the development of statewide and regional contingency
plans, and 3) SB 264 establishing response corps and depots.

BP did notoppose the imposition of the nickel. Our understanding
was that a $50 million accountwould be funded with the nickels to
ensure that the State would be able to have an immediate and
effective response in case of another major oil spill emergency. We
also understood that spill preparedness and planning were critical to
an effective response and that they would also be paid for by this
fund. Exceptasneeded from time to time to replenish the fund for
these costs, the surcharge would stop once the $50 million cap was
reached.

Since 1989, the uses of this nickel surcharge have gready expanded.
Ofthe approximately 100 million dollars' wordi of nickels paid so far,
only $23 million or so has actually been saved for an emergency.
This year's budget proposal was to add less than $2 million to the
fund balance, out of the $27.5 million of surcharge paid by the crude
oil producers.

BP is willing to pay for its responsibilities. However, itisvery clear
to us that many of the items being funded by the crude oil surcharge
are notour responsibility nor that of the other crude oil producers.
We feel thatitis time to go back to the original purpose of the
surcharge. BP supports HB 238 in its effort to do that.
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MARCH 24, 1989: THE WRECK OF THE EXXON VALDEZ AND A SPILL
REPONSE THAT WILL LIVE IN INFAMY.,

MARCH 24, 1993: HOW SOON WE FORGET. THE LEGISLATURE
IS OVERWHELMED BY OIL LOBBYISTS COME TO
RECOVER THE RIGHT TO SPILL OIL. Bill after
bill is introduced, environmental protection
budgets are slashed, major oil production tax
reductions are proposed, all of which puts us back
on a collision course with Bligh Reef.

RESULT: LESS PREVENTION. LESS REPONSE. MORE
POLLUTION. MORE PROFITS. LESS FISHING. LESS
TOURISM. LESS WILDLIFE. LESS LOCAL ECONOMY.

If multi-national corporations were human lIwould hope that those
that propose this deal-breaker with Alaska would feel deep shame.

| know many corporate employees that are as offended as the rest
of 345 when big money mouthpieces interfere with the system atic
solutions we work on together.

Time is precious on this, the fourth anniversary of a spill response
that lives in infamy. 1 will conclude, therefore, by telling you a
brief but illuminating story of the way the first Exxon
representative in cur spill sector reacted to his companies response.

After a great deal of effort, many days after North Slope crude oil
was all over the outer coast of the Kenai Peninsula, the outer coast
of the Kachemak Bay State Park, the Kenai Fjords National Park,
village ana borough lands, and the fishing grounds that much of
our livelihood depends on many 20 hour days of building
homemade boom and skimmers while rafts of thousands of oiled
birds washed ashore, finally an Exxon representative with a
checkbook and authority to bring response equipment arrived in
Homer.

| was the only local available and ready to sit with this Texas
Exxon stranger the night of his arrival. While he was having his
first meal here, this fine man, a seasoned expeditor for Exxon with
previous experience in Alaska unloaded his personal anger and
frustration at the Exxon Corporation foists double standard)with
the shipping arm allowing drunks to run tankers when drunks
caught in company trucks were summarily fired where he worked,
just as they should be, he thought.

But the worst of his pain and frustration was caused by the



corporate types v/ho helped write this legislation. W ithin hours of
the spill he had a team ready to respond, the next day three
teams, a couple days later his whole division was loaded and ready
to come help us.

Meanwhile, he said, Exxon was deploying legions of lawyers and
public relations specialists. The same hind of guys as the lobbyists
drafting helpful legislation in Juneau jwere sent for early spill
response and they look like they're still interfering with honest
solutions to the problem,

Finally, after three weeks, with most of the spill response too late \
he made it to Alaska to work on the problem, and the effective
way he went about it made him a lot of friends here.

| propose to you that if we had a bill written by people from the
trenches of prevention and response — if Exxon and the other
companies sent decent folks with the expertise of my friend from
Texas, and kept the lobbyists and lawyers out of the way, we
would have an effective proposal to cut the profit-motivated
political crap out of present law, and out of these amendments and
get along with the business of keeping oil out of the environment
and in the marketplace.

Let me suggest an appropriate method to review the effectiveness
of existing law as it applies to prevention and response reality.
The Citizen's Oversight Council for Oil and Other Hazardous
Substances is a respected part of the legislative branch of
government. Ask them to draft a bill with a budget to support it*
to design and conduct a review to he completed for our use in the
1994 legislative session. As in their previous efforts they will be
expected to collect the best of oil company, state and federal
regulators and community expertise. Ditch this bill. Pass one to
move the real work aLong and then let the elected representatives
of the people of Alaska do the right thing. Ask for prevention and
response experts to help with full public hearings. Politely and
firm Iy ask the oil companies to keep their lobbyists occupied
elsewhere while you do this serious law-making, Don't add your
names to this piece of corporate slyness.

Remember the wreck of the Exxon Valdez. A few seconds of silence
please for lives still disrupted by the aftermath. Thank you.
That's how | feel. Let's work together.



BP EXPLORATION (ALASKA) INC.

TESTIMONY ON HB 238
for
HOUSE RESOURCES COMMITTEE

March 24, 1993

Mr. Chairman, Committee members, my name is John Ringstad. |am
the Associate Director ,State Government Affairs for BP Exploration
(Alaska) Inc. Thank you for the opportunity to testify today.

HB 238 addresses the purpose of the nickel-a-barrel surcharge
placed on crude oil production after the Exxon Valdez accident. In
the 1989 session, three bills were passed dealing with the "470
fund": 1) SB 260 establishing the nickel surcharge, 2) SB 261
requiring the development of statewide and regional contingency
plans, and 3) SB 264 establishing response corps and depots.

BP did notoppose the imposition of the nickel. Our understanding
was that a $50 million accountwould be funded with the nickels to
ensure that the State would be able to have an immediate and
effective response in case of another major oil spill emergency. We
also understood that spill preparedness and planning were critical to
an effective response and that they would also be paid for by this
fund. Exceptasneeded from time to time to replenish the fund for
these costs, the surcharge would stop once the $50 million cap was
reached.

Since 1989, the uses of this nickel surcharge have greatly expanded.
Of the approximately 100 million dollars' worth of nickels paid so far,
only $23 million or so has actually been saved for an emergency.
This year's budgetproposal was to add less than $2 million to the
fund balance, out of the $27.5 million of surcharge paid by the crude
oil producers.

BP is willing to pay for its responsibilities. However, itis very clear
to us that many of the items being funded by the crude oil surcharge
are notour responsibility nor thatof the other crude oil producers.
We feel that it is time to go back to the original purpose of the
surcharge. BP supports HB 238 in its effort to do that.
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March 25, 1993

House Resources Committee
ATTN:  Mary McDowell
Administrative Aid

* (Please distribute to members of the House Resources Committee)

Subject: HB 233
Dear Chairman and Committee Members:

The Wildlife Federation of Alaska, the state affiliate of
the National wildlife Federation, is following with great
interest the consideration of KB 233 introduced by Representative
Green. The Board of Directors, on behalf of our membership,
would like to express strong objection to the intent of this bill
and a number of the chances it proposes. We are particularly
disturbed that the bill proposes to remove the requirement that
spillers restore the environment which they damage, and to add a
provision to allow spillers to dispute costs associated with
cleanup activities. Clearly, any attempt to limit applicability
of the*State®s spill response fund to initial response only is
ill-advised. It should be apparent that up-front contingency
planning and preparation of spill response capabilities,
including equipment and personnel, 1is highly preferable to an
after-the-fact attempt at containment and cleanup response.
Experience has shewn that prevention Is our greatest tool,
followed by a prompt and adequate response to a spill iIncident.
The costs of cleanup efforts for a major spill such as the EXXON
Valdez dwarf the relative costs of maintaining the State®s spill
fund. As an investment with a purpose of limiting damage to the
environment through careful planning, preparation, ad, response
capability, the nickel per barrel monies are funds well spent to
protect the State"s habitats, fish and wildlife resources, and
public uses.

We urge you to reject HB 233 and clearly support a continued
program of spill response planning and preparation, as intended
under the original enabling legislation.
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March 25, 1953

House Resources Committee
ATTN:  Mary McDowell
Administrative Aid

* (Please distribute to members of the House Resources Committee)

Subject: H3 238
Dear Chairman and Committee Members:

The Wildlife Federation of Alaska, the state affiliate of
the National wildlife Federation, is following with great
interest the consideration of KB 233 introduced by Representative
Green. The Board of Directors, cn behalf of our membership,
would like to e 1ress strong objection to the intent of this bill
and a number or che dunces 1t proposes. We are particularly
disturbed that tr.e bill proposes to remove the requirement that
spillers restore the environment which they damage, and to add a
provision to allow spillers to dispute costs associated with
cleanup activities. Clearly, any attempt to limit applicability
of the"” State-"s spill response fund to initial response only is
ill-advised. It should be apparent that up-front contingency
planning and preparation of spill response capabilities,
including equipment and personnel, is highly preferable to an
after-the-fact attempt at containment and cleanup response.
Experience has shewn that prevention IS our greatest tool,
followed by a prompt and adequate response to a spill incident.
The costs of cleanup efforts for a major spill such as the EXXON
Valdez dwarf the relative costs of maintaining the State"s spill
fund. As a. investment with a purpose of limiting damage to the
environment through careful planning, preparation, ax, response
capability, the nickel per barrel monies are funds well spent to
protect the State"s habitats, fish and wildlife resources, and
public uses.

We urge you to reject HB 233 and clearly support a continued
program of spill response planning and preparation, as intended
under the original enabling legislation.



Don't be footer by the advertising campaign. The
intended purpose and use of Alaska's spill response fund
("470 Fund™) are being misrepresented. Tho move to restrict
how the fund is used will not save the state money. It will,
however, reduce the amount of taxes the oil industry pays
into the fund and increase the risk OL pollution, spills and

inadequate responses.
Is it really worth the risk?

-George Santayama

Citizenspromoting

environmentally safe
operation of the Alyeska
terminal and associated
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Adding to spill fund just part

Those- who cannot remember the past are
condemned to repent It.
— George Santayana

By OTAN STANLEY

In t blatant attempt to Increase oll-indus-
try profits, t* e Alaska Oil and Gns Associa-
tion has lobb. d the first seivo In its renewed
attempt to get oat rf contributing to state
oll-splll prevention programs'. The salvo
came in the form of a newspaper Insert
purporting to prove that Alaskans agree
with Industry thinking on several oil-related
Issues. Including the use of the so-called <70
Fund. AOGA’s propaganda niece is a bla-
tant distortion of tacts end shameless ma-
nipulation of the truth.

The message AOGA ‘ends through this
campaign is distressing. Notwithstanding
expensive TV ads extolling Its concerns for
the environment, the oil Industry ha*
learned little sineo the Exxon Valdez.

Thny'll spend millions Improving.their
Image in glossy media campaigns, but'as
soon cs the political heat ccols, they're at it
again, chipping away at the very programs
that lower the risk of oil spills and reduce
the damage if a soil! docs occur. It's time wa
Alaskans let the oil industry, our legislators

P.11

Dalai |ff m s

end tho Hickel administration know that we.
haven't forgotten 1900, even if they have.

Since tbho Exxon Valdez oil spill, oil
producers have paid a nickel-per-barrol con-
servation surcharge into a pool called the
47> Fund. By law, thB purpose of the
surcharge is to ensure a long-term funding
source for spill-preventlon programs and to
respond to future spills.

When the fund balance reaches $50 miil-
lion, tha surcharge.is suspended until the
fund drops below that level. Because the
fund is used lo pay for ongoing programs,
such as review of industry contingency
plans and evaluation of spill drills, it takes
longer, to reach the cap than If the money,
simply stayed there, 1

AOGA and its members want to limit
how the fund can Vs used so they don't havo
to keep paying the surrharge. If the 470
Fund were strictly a response reserve, to be
used only if a spill occurs, the 550 million

of oil business overhead

balance would be reached Quickly and stay
there, unless and until there was a big oil
spill. In the meantime, Industry would not
hnve to pay the nickel per barrel.

Thoir strategy is to rewrite legislotive
history by claiming that a response reserve
is the only valid use of the <70 Fund. It
simply isn’t true and a glor.ce at the law
proves it.

We agree that there have been come
abuses of the 470 Fund er.d we wholeheart.
edly support clear-cut guidelines to stop
questionable uses of lh« fund in tha future.
We, too, wont assurances that the fund Is
spent well and wisely and for the purposes
it was established to serve.

Most Alaskans believe oil has been good
for our state. Hut oil development and oil
transportation carry significant risk, a? We
learned all too vividly in 19S9.

It's only right that a hugely profitable
Industry help pay lor state programs to
reduce tha risk created by that industry's
activities. It ought to be part of the coot of
doing business. But apparently tha oil com
panies that comprise AOGA don't want to
pay it am more and they'ra distorting the
truth io try to get their way.

AOGA claims Its survey showc that Alas-

Governor

It's time v/e Alaskans lei the
oil industry, our legislators and
the Hlicke! administration know
that WBhaven't forgotten 1989,

even If they have.

kar.s don't want monoy from the 479 Fund
used except as a spill reserve. Anybody
familiar with this type of survey knows it's
easy to get answers that serve your purpose
If you know how to phrase the quest'on.’The
AOGA survey manipulated responses by
providing only part of the picture,

Last year, oil industry lobbyists tried but
foiled to push through legislation to limit
how the 470 Fund can be used. AOGA's
survey is a clear and unmistakable offensive
ploy to get a bill passed early in the COMINQ
legislative session.

O 8tsn Stanley is executive dlreotur 0l Prince
Wiliiism Sound Regional Citizen*' Advleory Coun-
cil.

Anchorage,

Alaska
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Logging limits?

Stareallows liberal cutting near streams

The way Alaska is policing so-culled no-harvest
logging buffer zones defies logic And environmental
sense. With WaUy Hlckel et tha helm, state logging
official* are allowing liberal amounts of cutting.

Tho 60-foot buffor zones were created in a state law
that did not evor. pass until 960 — well nfter many
private lands had bean thoroughly cut. Since then,
timber firms have filed 83 requests to log in
ctreamslde lio*harvost zones on private land in
Southeast anil Southcentral, the state's two busiest
logging regions.

And In how many cf those cases has the state
insisted that the no-harvest zone actually be a
no-harvest zone?

Not a single one.

Through oarly Ootober, Southeast operntora asked
to cut 5,667 buffer-zone trees. The state granted
permission to rut 79 percent of them. In Southcentral,
the state has acted on requests to cut 098 buffer-zone
trees. It hat let operators cut 806, or BL percent.

This liberal cutting is not how the law is supposed
to work. The trees at Issue tend to be the larger ones,
which are the most valuable, both economically And
environmentnlly. The law presumes that protecting
fish streams takes precedence in no-harvest zones,
except for special circumstances. The burden of proof
IS supposed to be or. these who want to log there.

Under the lew. selective cutting is allowed in
buffers only wnen "the harm. Intended to be avoided
by the (no-cut) requirement la not likely to occur
because of site-speclfle circumstances” and where
cutting "is not likely to cause significant harm tc fish
habitat or water quality."

Policing the buffer zones fa'lB under the
jurisdiction of the state Division of Forestry. Seeing
that agency's enthusiasm for buffer-zone logging, the
state's director of habitat protection wrote, "We bov#
granted too many variations for trees where there ara
no site ipeciflc circumstance (blc) to Justify their
removal."

The law allowing any possibility of legging In
buffer zones was a major concession to private
landowners. So was the 66-foot width: earlier
proposals called for 100 feet, Sixty-six ftet I* tha
absolute minimum necessary to protect fish In the
streams. |If these'buffer zone» must be open to
selflptiva cutting, the jtnteA should be a [lot more
selective about the cutting it allows.

O ffice of the Governor
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On patrol

Fairview citizens have the right idea

We're glad to see the people of Falrviaw care
enough to help defend tbeir neighborhood from crimfe,
os highlighted In Sunday's Wc Alaskans.

Any police officer will tell you that aver, the
biggest and best-trained police force can only do so
much. Concerned citizens are a community's first line
of defense.

By thnlr mere presence, they help discourage
crime, especially the open-air drug dealing and
prostitution_now troubling Fairview, Alert citizens

b %cmes h prdé&« nd

From what we can tell, Fairview Community
Patrol Is doing a good Job on that score. An editorial
page staffer rode with the patrol one Friday night.
With several vehicles staying In constant radio
contact, the patrol disrupted the work of two street
prostitutes and shadowed the area's drug-dealing hot
spot*.

Some may criticize thn patrol as nosybodles or
vigilantes, As with any such effort, there's a tijk
citizens may get carried away and interfere with
legitimate activities. Thnt's even more of a concern in
a pine* like Fairview, where many suspects are black
and the patrol is mostly white.

But the dsslir* ior safe and orderly neighborhoods
crosses ali color lines. When people decide to watch
out for each other, It helps allay fears and rebuild a
zense of common good.

So far, the Fairview patrol has avoided the
factional fighting plaguing a similar effort in
Mountain View, And it ha* avoided embarrassing
political sideibowi, such os the Spenard patrol's
campaign to outlaw hitchhiking, which a* it turned
out was already lllegal.

Aa a neighborhood starts to slide toward decoy, the
temptation to surrender can be strong, Thn«e who cart
move out often do. Those who can't move often
retreat indoors, seeking safety In fortresu-style living.
Wc commend, tho Fairview patrol's volunteers lor
caring enough to spend many evenings on th* wtroet,
making their community Bafer for all.

Anchorage, Alaska
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Canhespell E-X-X-0-NV-A-L-D-E-Z?
Rep. Joe Green’s attempt to gut the state's oil-spill

response law should have Alaskan:, seeing red.
If legislators pass the measure he-introduced March

19, the state won’t be able to wuse its Oil and

Substance Release Response Fund, underwritten by a

* 0iH nickel-barrel Crude oil tax,
~ NOW In ine L efespbise, but Initiel
woru COUId That means Alaskans
Alaskans 6V$r no 1°n2er will have money
trash theiroil spill
preparation contingency plan3, cleanup
S and technology research, site
?ﬁéﬁ rﬂ%fﬁ restoration, and il spill
mdndyemer|I communlty impact
proOQrSm yet Still assessments ;, grants. e
successfully Meanwhile, kthe  oil
handle Exxon comPanies. wh;yerpaid
i1/ i) e nn '528rn|IIIOnm|yeIMMo"He
Valdez I1? fund for the” last three

; years, will save
themselves a fortune.

Rep; Green, a former Arco Alaska Inc. engineer,
says his Dbill actually would improve tne” state's
ability to'respond to a spill. John RingsVad,BP.
Exploration lobbyist who helped write thepreen bill,
says the measure is needed bhenajayt
the oil industry unfairly. '

Rep. Green’s sales pitch defies Iog|c How in the
world could Alaskans ever trash their oii spill
preparation, assessment, and management program
yet still successfully handle Exxon Valdez II1? If Rep.
Green actually believes this, then he probably also
thinks hiding in a trailer court Is the* besfeiwhy.Ho-L
gscape a tornado.

As for lobbyist John Ringstad’s fairness argument,
we think that it’s fair that the oil industry live up to
its promise to protect Alaskan waters from tanker
spills.

Members of the Alyeska consortium made this
promise repeatedly during debate “verconstruction of
the trans-Alaska oil pipeline. But, as the Exxaon
Valdez disaster demonstrated, they weren’t willing to
spend the money required to protect Alaska.

The Green bill is not only bad policy, it’s bad
politics. If it passes, national environmental groups
are sure to argue that Alaskans c.n’t be trusted to
protect their own resources, let alone participate in
development,'of the Arctic National Wildlife Refuse.
They’re also sure to m”*ke the bill Exhibit Number
One when arguing that the Alaska legislature is in the
oil industry's pocket. And what will Alaskans say to
counter these arguments — that we don’t give a damn
how they do it Outside?

Govi Wally Hlckel deserves credit for quickly
recognizing the Green bill as Bligh Reef committed to
paper. As long as the Hickel administration remains
opposed to the bill, lawmakers never will have the
votes to make it law.

Finally, it’s nothing iess than astonishing that the
first legislative hearing on the Green bill was held on
the fourth anniversary of the Exxon Valdez spill.
Timing is everything in comedy, but this is ridiculous.
What a message of indifference to the spill — what a
symbol of; political amnesia.

It’s often said that those who fail to remember the
past are condemned to repeat it. Rep. Green’s bill is
evidence that some people, particularly in the oil
industry, don’t remember anything that happened
March fi, 1989, and don’t care if history repeats itself
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Bad timing: Measure comes up in shadow of Exxon Valdez

By RALPH THOMAS
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Measure would cut prevention programs
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