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HOUSE CS FOR US FOR SENATE BILL NO. 215(STA)
IN THE LEGISLATURE OF THE STATE OF .ALASKA

EIGHTEENTH LEGISLATURE -SECOND SESSION

3Y THE HOUSE STATE AFFAIRS COMMITTEE

Dffered:
Referred:

iponsons:: SENATORS MILLER. Kelly

A BILL
FOR AN ACT ENTITLED
"An Act relating, to oil and hazardous substances: redesignating  the oil and
hazard us  substance release response fund and relating to it: repealing the
Citizens” Oversight Council on Oil and Other Hazardous Substances and the
authority in law Dby which marine highway vessels may be designed and
constructed to aid in oil and hazardous substance spill cleanup in state marine
water using money in the oil ana hazardous substance release response fund and
repealing the authority of the Department of Environmental Conservation to levy
and collect fees for review of certain submissions related to oil; altering
requirements applicable to [liens for recovery of state expenditures related to oil
or hazardous substances: terminating the nickel-per-barrel oil conservation
surcharge: levying and collecting twonew oil surcharges: and providing for the

suspension and reimposition of one of the new surcharges."
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

T Section 1. AS 26.23.020(g.) is amended to read:
(g) In addition to any other powers conferred upon the governor by i2w, the
governor may, under AS 26.23.010 -26.23.220.

(") suspend the provisions of any regulatory statute prescribing
procedures for the conduct of state business, or the orders or regulations of any state
agency, if compliance with the provisions of the statute, order, or regulation would
prevent, or substantially impede or delay, action necessary to cope with the disaster
emergency;

(2) wuse all available resources of the state government and of each
political subdivision of the state as reasonabiv necessary to cope with the disaster
emergency;

(3) transfer personnel or alter the funcnons of state departments and
agencies o; units of them for the purpose of performing or facilitating the performance
of disaster emergency services;

(4) subject to any aDoiicable requirements for compensation under
AS 26.23.i60. commandeer or utilize any private property, except for all news media
other than as specifically provided for in AS 26.23.010 - 26.23.220. if the governor
considers this necessary to cope with the disaster emergency;

15) direct and compel the relocation of ail or pan of tne population
from any stricken or threatened area ir. the state, if the governor considers relocation
necessary for the preservation of life or for other disaster mitigation purpose;

6\ prescribe routes, modes of transportation, and destinations in
connection with necessary' relocation:

(7) control ingress to and egress from a disaster area, the movement of
persons within the area, and the occupancy of premises in it:

(8) suspend or limit the sale, dispensing, or transportation of alcoholic
beverages, firearms, explosives, and combustibles:

(9) make provisions for the availability and wuse of temporary

emergency housing;

(10) allocate or redistribute food, water, fuel, or doming; and
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(in  use money from the oil and hazardous substance relense
response account in the oii ana hazardous substance release prevention and response
fund, established by AS -iti.0B.0IO, to respond to a declared disaster emergency related
to an oil or hazardous substance discharge.
* Sec. 2. AS 29.60.500 is amended to read:

Sec. 29.60.500. PURPOSE AND POLICY, (a) Tne legislature finds and
declares that a major reiease of oil or hazardous substances into the environment
presents a reai and substantial threat to the economy and pubiic welfare of the
municipalities. [AND] villages, and school districts that are affected by the reiease
and the resultant activities to contain and clean up the release.

(b) The iegisiature concludes that it is in the best interest of the state ana its
citizens to provide a readily available fund for the payment of the expenses incurred
by municipalities. [AND] villages, and school districts to mitigate the social and
economic effects that arise out of a major release of oil or hazardous substances and
resuitant cleanup activities.

(c) Itis the intent of the legislature and declared to he the public policy of the
state that money to defray the cost of social and economic effects on municipalities.”
[AND] villages, and s"hool districts arising from a major release of oil or a hazardous
substance and resuitant cleanup acrivitie. wuid to pay for efforts to abate that reiease
will be immediately available upon

‘('] a determination [3Y THE GOVERNOR] that the reiease was
sudden and that it exceeds 2.500 barrels of oil. or exceeds an amount of a hazardous
substance that when released into the environment presents a real anc substantial threat
to the €CONOMY and pubiic welfare of the municipalities.. [OR] villages, or school
districts affected by it [;

(2) THE DECLARATION BY THE GOVERNOR OF A DISASTER
EMERGENCY RELATING TO THE RELEASE: AND

(3 A FINDING BY THE GOVERNOR THAT

(A) THE RELEASE OF THE OIL OR HAZARI
SUBSTANCE INTO THE ENVIRONMENT PRESENTS A REAL AND
SUBSTANTIAL THREAT TO THE ECONOMY AND PUBLIC WELFARE

-3- HCS CSSB 215(STA)
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OF THE MUNICIPALITIES AND VILLAGES THAT ARE .AFFECTED BY
THE RELEASE AND BY THE RESULTANT ACTIVITIES TO CONTAIN
AND CLEAN UP THE PELEASE; AND

(B) ITISINTHE BESTINTEREST OF THE STATETO PAY
THE EXPENSES INCURRED BY MUNICIPALITIES AND VILLAGES TO
MITIGATE THE SOCIAL AND ECONOMIC EFFECTS THAT ARISE OUT
OF THE RELEASE OF THE OIL OR THE HAZARDOUS SUBSTANCE
AND THE RESULTANT CLEANUP ACTIVITIES).

* Sec. 3. AS 29.60.510 is amended to read:

Sec. 29.60.510. MUNICIPAL IMPACT GRANTS AUTHORIZED, a)
Subject to (bl of this section, the [THE] commissioner may use money from the oil
and hazardous substance reiease prevention and response fund to make grants to a
municipality. [OR] village, or school district that is affected by the reiease or by the
response to the reiease and that demonstrates that the reiease or response to the reiease
involves extraordinary' expenditures that are beyond the reasonable capability of the
municipality. [OR] village, or school district to meet from the current revenue sources
of the municipality'. JOR] village, or school district if

[(1) THE GOVERNOR DETERMINES THAT] a reiease of oil [OR
A HAZARDOUS SUBSTANCE] exceeds 2.500 barrels of oii, or if a reiease of a
hazardous substance exceeds an amount of a hazardous substance that, when released
into the environment, presents a threat to the economy and pubiic welfare of the
munictpaiines® [AND] villages, and school districts affected by it at least equivalent
in efiec: to the effect of a reiease of oii in an amount denned by this subsection
[PARAGRAPH:

(21 THE RELEASE HAS BEEN PROCLAIMED A DISASTER
EMERGENCY BY THE GOVERNOR UNDER AS 26.23.020: AND

(3 THE GOVERNOR FINDS THAT

(A) THE RELEASE OF THE OIL OR HAZARD

SUBSTANCE INTO THE ENVIRONMENT PRESENTS A REAL AND
SUBSTANTIAL THREAT TO THE ECONOMY AND PUBLIC WELFARE
OF THE MUNICIPALITIES AND VILLAGES THAT ARE .AFFECTED BY
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THE RELEASE AND BY THE RESULTANT ACTIVITIES TO CONTAIN
AND CLEAN UP THE RELEASE; AND

(B) ITISINTHE BESTINTEREST OF THE STATE TO P

THE EXPENSES INCURRED BY MUNICIPALITIES AND VILLAGES TO
MITIGATE THE SOCIAL AND ECONOMIC EFFECTS THAT ARISE OUT
OF THE RELEASE OF THE OIL OR THE HAZARDOUS SUBSTANCE
AND THE RESULTANT CLEANUP ACTIVITIES].

(b) For each release or threatened release of oil or a hazardous substance

(1! for which the commissioner of environmental conservation mav.
under AS 46.08.045. expend monev from the oil and hazardous substance release
response account in the fund [DISASTER EMERGENCY DECLARED BY THE
GOVERNOR UNDER AS 26.23.020], and subjectto agreement with the commissioner
of environmental conservation as to the amount of money in the fund that may be used
by the department to make grants, the commissioner may expend not more than
$10,000,000 [OF THE BALANCE OF THE FUND THAT IS APPROPRIATED TO
THE SPELL RESERVE OR] of the unrestricted balance of the oil and hazardous
substance release response account in the fund for grants for purposes described
in AS 29.60.520: if [AUTHORIZED UNDER THIS SECTION. IF] the commissioner
and the commissioner of environmental conservation do not agree on the amount of
money in the response account in the fund that may be used by the department to
make grants under AS 29.60.500 - 29.60.599 for release or threatened release of oil
or a hazardous substance, the governor snail make the determination?®

(21 for which monev mav not be expended from the response
account under (11 of this subsection, and subject to appropriation of monev in the
fund that mav be used bv the department to make grants, the commissioner mav
expend not more than the amount appropriated from the oil and hazardous
substance release prevention account in the fund for grants for purposes

described in AS 29.60.520.

(c) Notwithstanding the limitation of AS 37.07.080(e) against the transfer of

money between appropriations, when the commissioner and the commissioner of

environmental conservation have agreed to the amount of monev in the oil and
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hazardous substance release response account [FUND] Ihai may be used by the
department to make giants, or when that deterrmnadon has been made by the governor,
the commissioner of environmental conservation shall promptly transfer that amount
to the department for use under AS 29.60.500 - 29.60.599.

(IA Formoney that has been transferred under (c) of this section, if within any
one-vear period thereafter the commissioner does not use the money to make a grant
under AS 29.60.500 -29.60.599. the commissioner shall [ AT THE DIRECTION OF
THE GOVERNOR OR THE REQUEST OF THE COMMISSIONER OF
ENVIRONMENTAL CONSERVATION,] return the unexpended amount transferred
under (c) of this section to the oil and hazardous substance release response

account of the fund.

Sec. 4. AS 29.60.520 is amended to read:

Sec. 29.60.520. PURPOSES OF MUNICIPAL IMPACT GRANTS, (a) A
grant made under AS 29.60.510 may be made
(1) only for
(A) provision of subsistence resources on which the residents
of the municipality® [OR] village, or school district rely for subsistence needs;
(B) the additional costs of areasonable and appropriate function
or service, including administrative expenses for the incremental costs of
providing the function or service, limited to;

() pubiic health and welfare functions and sendees,
including hospital, ciinic, and emergency medical services; alcohol,
drug abuse, anc mental health services; family support services; and the
operation of waste disposal systems and water quality’ improvement
systems;

(i) public safety' functions and sendees, including poiice
protection, search and rescue, and fire protection;

(i) public utility functions and services, including the
operation of electric generating plants and distribution systems, water
suppiv systems, telephone systems, and fuel distribution systems; and

(iv) housing functions and services, limited to leasing or



making other arrangements for temporary housing to be occupied by
persons associated with containment or cleanup of the reiease;

(C) costs associated with leasing transportadon facilities for use
in activities associated with the containment or cleanup;

(D) costs of repair or replacement of equipment or a capital
asset associated with a function or service set out in (B) of this paragraph the
useful life of which has been substantially reduced by use associated with the
containment or cleanup: anti

(2) to compensate the municipality® [OR] village, or school district for

(A) the reduction of revenue anributable to the release of the
oil or hazardous substance; and

(B) the actual costs of projects or activities that are delayed or
lost because of the efforts of the municipality. [OR] village, or school district
responding to the reiease or associated with the containment or cleanup of oii
or the hazardous substance.

(b) If money received under this section is used for a capital expenditure, the
commissioner may require the municipality® [OR] village, or school district that
acquired the item as a capital exocnditure to transfer it to the state at the end of the
period during which tne item is actually used for spill response if the commissioner
finds that retention of the item w,,uiti confer an inappropriate benefit on the
municipality. [OR] village, or school district.

Sec. 5. AS 29.60.530 is amended to read:

Sec. 29.60.530. CRITERIA TO EVALUATE GRANT .APPLICATIONS, (a)
In determining whether an expenditure or proposed expenditure by a municipaiity;
[OR] wvillage, or school oistrici is eligible for a grant under AS 29.60.510, the
department shail consider

(1) the degree to which the effect on the municipality® [OR] village, or
school district is directiy caused by the oii or Hazardous substance release or the
response to the reiease:

(2) tne avaiiabiiitv of money to the recipient from other sources that

can meet the costs of providing the funcaons or services: and
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1 (3) the severity of the effect addressed in the grant application.

> (b) The department may reject an application tor a grant under AS 29.60.510
or approve an application for a grant in an amount that is less than the amount
requested by a municipality. [OR] village, or school district if the department
determines that payment of the amount requested is not warranted under (a) of this

6 section,

7 (c) The department shall adopt, by regulation, criteria by which to rank all or

8 a portion of applications for the purpose of establishing the priority order of awarding

9 grants if money requested by eligible municipalities. [AND] villages, and school

10 districts under this section exceeds the amount available. Tne criteria must be based

1 on the elements set out in (a) of this section. If the total amount of money requested

12 by eligible municipalities. [AND] villages, and school districts under this section

13 exceeds the amount avaiiabie. the department snail rani: applications for the purpose

14 of establishing the priority order of awarding grants in accordance with the regulations.

15 * Sec. 6. AS 29.60.540(b) is amended to read:

16 ()] Money received by a municipality, [OR] village, or school district under

17 AS 29.60.500 -29.60.599 may not be used for a capital improvement, as that term is

IS defined in AS 46.08.900.

19 * Sec. 7. AS 29.60.560(a) is amended to read:

20 (a) For each disaster emergency deciared by the governor under AS 26.23.020

21 based on a reiease of oii or a hazardous substance or for each other release of oil or

22 a hazardous substance for which monev mav be expended under AS 46.08.045(h).

23 the commissioner, after consulting with and securing the written approval of the

24 attorney general and after consulting with other state agencies, shall

(1) make an assessment of the social and economic effects of the
reiease of the oii or hazardous substance:
(2) develop a plan to
(A) recover the cost of release-relatedexpenditures; and

(B) mitigate the social and economic effects of the reiease of

the oii or hazardous substance on the municipalities, the villages, the school

districts, and the region in which the discharge occurs.

&
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* Sec. S. AS 29.60.560(ei is amended to read:
(e) Expenditures made under this section may be made oniy from the amount 1
transferred to the commissioner under AS 29.60.510(c), unless
(1) the commissioner and the commissioner of environmental
conservation mutually agTee that payment may be made from money in the oil and
hazardous substance release response account in the oii and hazardous substance
release prevention and response fund not transferred under AS 29.60.510(c); or
(2) the commissioner pays them from another source.
* Sec. 9. AS 29.60.599(4) is amended to read:
(4) "fund" means the oil and hazardous substance reiease preven
and response fund established by AS 46.08.010:
* Sec. 10. AS 29.60.599(7) is amended to read:
(7) "service"
(A) means
(i) a function performed or sendee provided by a
municipality under a duty or power authorized by this dtle or by
another provision of law authorizing a municipality to perform functions
or provide services!
(i) [, OR] a comparable function performed or service
provided by a village: or
(iii) a function performed or service provided bv a
school district:
(B) includes funcdons not previously performed and services
not previously provided by the municipality or village;
* Sec. 11. AS 29.60.599 is amended by adding a new paragraph to read:
(9) "schooi district” has the meaning given in AS 14.30.550.
* Sec. 12. AS 37.14.410 is amended to read:
Sec. 37.14.410. REIMBURSED EXPENDITURES, (a) Amounts received by
the state as reimbursement for expenses related to the Exxon Valdez oii spill incurred
by the state on or before December 31, 1°92. shall be deposited in the general fund

and. except as required under (b) of this secdon may not be credited to the oii and
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hazardous substance reiease midgadon account under AS 46.04.010 or to an account
established in AS 46.08.020 or 46.08.025.

(b) A percentage of each payment deposited in the general fund under (a) of
this secdon shall be credited to the prevention account established in [OIL AND
HAZARDOUS SUBSTANCE RELEASE MITIGATION ACCOUNT UNDER
AS 46.04.010 OR] AS 46.08.020. That percentage is determined by dividing

(1) the amount of the expenses for which the state may be reimbursed
under (a) of this section that were paid from the oii and hazardous substance release
response fund established under AS 46.08.010, by

(2) the total amount of expenses for which the state may be reimbursed
under (a) of this secdon.

* Sec. 13. AS 43.55 is amended bv adding a new secdon to read:

Sec. 43.55.201. SURCHARGE LEVIED, (a) Even' producer of oii shall pay |
a surcnarge of S.02 per barrel of oil produced from each iease or property in the state,
less any oil the ownership or right to which is exempt from taxation.

(b) The surcharge imposed by (a) of this secdon is in addition to and shall be
paid in the same manner as the tax imposed by AS 43.55.011 - -3.55.150; and is in
addition to the surcharge imposed by AS 43.55.300 - 43.55.310.

(c) A producer of oil shall make repons of production in the same manner and
under the same penalties as required under AS 43.55.011 - -3.55.150.

* Sec. 14. AS 43.55 is amended by adding a new secnon to read;

Sec. 43.55.211. USE OF REVENUE DERIVED FROM SURCHARGE. The
legislature may appropnate the annual esnmated baiance of the account maintained
under AS 37.05.142 for deposits into the general fund of the proceeds of the surcharge
levied under AS 43.55.201 to the response account in the oii and hazardous substance
release prevention and response fund established by AS 46.08.010.

* Sec. 15. AS 43.55 is amended by adding a new section to read;

Sec. 43.55.221. SUSPENSION AND REIMPOSITION Ob THE
SURCHARGE, (a) Not later than 30 days after the end of each calendar quarter the
commissioner of administration snail determine, a: of the end of that quarter, the fiscal

year’s

HCS CSSB 215(STA) -10-

Aew Tsxz Unaerlir.ed [DELETED TEXT BRACKETED I



(ij unreserved and unooiigated balance in the response account of the
oii and hazardous substance reiease prevention ana response fund established in
AS 46.0S.01 O: for purposes of this paragraph, the "unreserved and unobligated balance
in the response account” means the cash balance’ of the account less the sum of

(A) reserves for outstanding appropriations from the account:
(B) encumbrances of money in the account: and
(C) other liabilities of the account:

(2) balance of the account maintained under AS 37.05.142 that accounts
for the proceeds of the surcharge that are deposited in the general fund:

(3) the balance of the response mitigation account established by
AS 40.08.025f0) that originated from the sources described in AS 46.08.025(a)(3j and
that is available for appropriation to the response account of the fund established in
AS 46.08.010.

(b) Within 15 days after making the determinations required by (a) of this
secnon. the commissioner of administration shall

(1) add the amounts determined under (a)(1) - (3) of this section; and

(2) report the sum calculated under (1) of this subsection to the
commissioner of revenue.

() In making the determination required by (a) of this section, the
commissioner of administration may not consider money described in (a) of this
section that is subject to a dedication imposed by law that restricts the use of the
money to a specific purpose for which the response account of the oii and hazardous
substance reiease prevention and response fund established in AS 46.08.01d may not
be lawfully expended.

id) If the commissioner of administration repons that the sum reported under
(b) of this section equals or exceeds S50.000.000. the commissioner of revenue shall
suspend imposition and collection of the surcharge levied and collected under
AS 43.55.201. Suspension of the imposition and collection of the surcharge begins on
the first day of the calendar quarter next following the commissioner's receipt of the
commissioner of administration’s report under (b) of this section. Before the first day

of a suspension authorized by this subsecuon, the commissioner shall make a

R HCS CSSB 215(STA)
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reasonable effort to notify all persons who are known to the department to be paying ]

the surcharge under AS 43.55.201 that the surcharge will be suspended.

(e) Except as provided in AS 43.55.231. if the commissioner of administration
repons that the sum reponed under (b) of this section is less than S50.000,000, the
commissioner of revenue shall require imposition and collection of the surcharge
authorized under AS 43.55.201. If the surcharge is not in effect, reimposition of the
surcharge begins on the first day of the calendar quarter next following the
commissioner's receipt of the commissioner of administration's report under (b) of this
section. Before the first day of reimposition of the surcharge authorized by this
subsection, the commissioner snail make a reasonable effort to notify ail persons who
are known to the department to be "eauirea to pay the surcharge under AS 43.555201
that the surcharge will be reimposed.

* Sec. 16. AS 43.55 is amended by adding a new section to read:

Sec. 43.55.221. SURCHARGE NOT IMPOSED, (a) Tne surcharge authorized
by AS 43.55.201 is not levied during any fiscai year for which
(1) the legislature does not, dunng the regular or a special legislative
session preceding the first day of the fiscal year, appropriate at ieast an amount equal
to the amount determined under (b) of this section from the general fund to the
response account in the oil and hazardous substance reiease prevention and response
fund: or
(2) the 'legislature, during the regular or a special legislative session
preceding the first day of the fiscal year, appropriates at least the amount of money
equal to the amount determined under (b) of this section from the general fund to the
response account in the oii and hazardous substance release prevention and response
fund and that appropriation is vetoed or reduced by the governor.
fo) The amount of money required to be appropriated from the general fund
to the response account in the oil and hazardous substance release prevention and
response fund by (a) of this section is the amount, determined for the last day O the

preceding fiscai year, that is the sum of the actual or estimated balance of

Q) the account maintained under AS 37.05.142 to account ft

proceeds of the rarcharge that are deposited into the general fund: and

-12-
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2 tne ponion or the balance of the response mitigation a
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established by AS -6.08.025(b) that originated from the recovery of money described
in AS 46.08.025(a)(3).

* Sec. 17. AS 43.55 is amended by adding new sections to read:

Sec. 43.55.299. DEFINITIONS. In AS 43.55.201 - 43.55.299,

(1) "response account™ means the oil and hazardous substance release
response account established in AS 46.08.010(a)(2);

(2) "response mitigation account” means the oil and hazardous
substance release response mitigation account established in AS 46.08.025(b).
ARTICLE 2A. ADDITIONAL CONSERVATION SURCHARGE ON OIL.

Sec. 43.55.300. SURCHARGE LEVIED, (a) Every' producer of oil shall pay
a surcharge of S.03 per barrel of oil produced from each lease or property in the state,
less any oil the ownership or right to which is exempt from taxation.

(b) The surcharge imposed by (a) of this section is in addition to and shall be
paid in the same manner as the tax imposed by AS 43.55.011 - 43.55.150; and is in
addition to the surcharge imposed by AS 43.55.201 - 43.55.231.

(c) A producer of oii shall make reports of production in the same manner and
under the same penalties as required under AS 43.55.011 - 43.55.150.

Sec. 43.55.310. USE OF REVENUE DERIVED FROM SURCHARGE. Tne
legislature may appropriate the annual esnmated balance of the account maintained
under AS 37.05.142 for deposits into the general fund of the proceeds of the surcharge
levied under AS 43.55.300 io the oii and hazardous substance release prevention
account in the oil and hazardous substance reiease prevention and response fund
established by AS 46.08.010.

* Sec. 18. AS 43.55.900(15) is amended to read-
(15) "surcharge” means
A when used in AS 43.55.201 - 43.55.299.
levied by AS 43-55.201 [AS 43.55.200U
(B1 when used in AS 43.55.300 - 43.55.310. the surcharge
levied bv AS 43.55.300:
* Sec. 19. AS 46.04.010 is amended to read:

! HCS CSSB 215(STA)
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Sec. -16.04.010. REIMBURSEMENT FOR CLEANUP EXPENSES. The
department shall promptly seek reimbursement under AS 46.03.760(e), AS 46.08.070,
or from an applicable federal fund, for the expenses it incurs in cleaning up or
containing a discharge of oil. If the department obtains reimbursement for a portion
of its expenses from a federal fund, the remainder of the expenses incurred may be
recovered under AS 46.03.760(e) or AS 46.08.070. Money received by the department
under :nis section shall be deposited in the general fund and credited to

(1) the oil and hazardous substance release response mitigation
account established under AS 46.08.025(bl: the amount required to be deposited
under this paragraph shall represent the proportion of the expenses recovered
that were originally paid for from the oil and hazardous substance release account
established under AS 46-08.010(ai(2): or

(2 [A SPECIAL ACCOUNT CALLED] the ("] oii and hazardous
substance reiease prevention mitigation account established under AS 46.08.020(b:
the amount required to be deposited under this paragraph is the amount of
monev recovered that exceeds the amount payable to the response mitigation

account under (11 of this section ["].

* Sec. 20. AS 46.08.005 is amended to read:

Sec. 46.08.005. PURPOSE. The legislature finds and deciares that the release
of oil or hazardous substances in'o the environment presents a real and substantial
threat to the pubiic health and welfare, to the environment, and to the economy of the
state. The legislature therefore concludes that it is in the best interest of the state and
its citizens to provide a (READILY AVAILABLE] fund containing two accounts.
Within the fund.

(1) one account consists of monev readilv available to the
commissioner for the payment of the expenses incurred by the Department of
Environmental Conservation during a response to a [AND THE DEPARTMENT OF
TRANSPORTATION AND PUBLIC FACILITIES IN THE PROTECTION OF THE
ENVIRONMENT OF THE STATE FROM THE] release of oil or hazardous
substances when authorized bv AS 46.08.045 and for related purposes intended

to address those releases:

HCS CSSB 215(STA) 14-
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'2) the other account consists of monev that the state mav use
during a response to a release of oil or a hazardous substance, other than one
described in fU of this subsection, and to a threatened release of oil or a
hazardous substance, to pav the expenses of making preparations for the
possibility of a reiease or threatened release of oil or hazardous substances, to
reduce the amount, degree, or intensity of a reiease or threatened release, and for
ocher related purposes identified in law [OR HAZARDOUS SUBSTANCES].

Sec. 21. AS 46.0S.010(a) is amended to read:

(@ There is established in the state general fund the oii and hazardous
substance reiease prevention and response fund. Tne fund shall be administered by
the commissioner. The fund is composed of two accounts.

(1) the oil and hazardous substance release prevention account:

«3d the oil and hazardous substance release response account.

Sec. 22. AS 46.08.010(b) is amended to read:

(b) Money from an appropriation made to an account in the fund remaining
in that account [THE FUND] at the end of a fiscal year does not lapse and remains
available for expenditure in successive fiscal years.

Sec. 23. AS 46.08.010(c) is amended to read:

(c) The fund snail be used for actual expenses incurred under AS 46.08.040. |
Except as provided in AS 46.08.040(a)t2)(C)(ii'i for the equipment that is required j
for and placed in the oil and hazardous substance response depots and in j
AS 46.08.040(a)(2)(E) for the acquisition, repair, or improvement of assets as
preparedness measures [AS 46.08.040(d)(2)], the fund may not be used for capital
improvements.

Sec. 24. AS 46.0S.020 is amended to read:

Sec. 46.08.020. FINANCING OF THE OIL AND HAZARDOUS |

SUBSTANCE RELEASE PREVENTION ACCOUNT FUND], (a) The legislature |

mav appropriate from the following sources to the prevention account in the fund:
) the annual estimated balance of the account maintained
AS 37.05.142 for deposits into the general fund of the proceeds of the oil
conservation surcharge levied bv AS 43.55.300:
j

15 HCS CSSB 215(STA) j
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'2) monev received from other state sources, from federal T STATE.]
or other sources, or from a orivate donor

(3L [(@] money recovered or otherwise received from parties
responsible for the containment and cleanup of oii or a hazardous substance at a
specific site, but excluding monev

(A) [FUNDS] from performance bonds and other forms of
financial responsibility held in escrow pending satisfactory performance of a
orivateiv financed response action: and

(B) described iri AS 46.08.025(a)(3):

(41 [(3)] tines, penalties, or damages recovered under AS 46.08.005 -
46.08.0S0 or other iaw for costs incurred by the state as a result of tiTe release or
threatened reiease of oii or a hazardous substance®

(51 the interest earned on the balance of the accounts maintained
under AS 37.05.142 for deDOsits into the general fund from the Drcceeds of the
surcharges levied under AS 43.55.201 and 43.55.300: and

(61 the interest earned on the balances of each of the following:

(Al the prevention account:

(BL the Drevention mitigation account:
(Cl the response account: and

(D1 the response mitigation account.

(bl Monev received bv the state under (a)(2) - (6) [(a)(2) AND (a)(3)] of this
section snail be deposited in the general fund and credited to a special account called
the "oil and hazardous substance release prevention mitigation account. The
legislature mav annuailv appropriate to the prevention account in the fund from the
prevention mitigation [THIS1 account a sum eouai to the amount received under
@(2) - 6) [(@)(2) AND (a)(3)I of this section during the calendar year preceding the

legislative session in which the appropriations are to be made.

* Sec. 25. AS 46.08 is amended by adding a new section to read:

See. 46.08.025. FINANCING OF THE OIL AND HAZARDOUS
SUBSTANCE RELEASE RESPONSE ACCOUNT, (a) The legislature may

appropriate from the following sources to the oil anti hazardous substance reiease

1ICS CSSB 215(STA) -16-
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1 response account in the fund:
2 (1) the annuai estimated balance of the account maintained under
3 AS 37.05.142 for deposit into the general fund of the proceeds of the oil conservation
4 surcharge levied by AS 43.55.201,

(2) money received from other state sources, from federal or other
6 sources, or from a private donor; and
7 (3) money recovered or otherwise received from parties responsible for
8 the containment and cleanup of oil or a hazardous substance at a specific site for
9 which the state expended money from the former oil and hazardous suostance release
10 resDonse fund before the effective date of this section or for which the stare expended
kil money from the response account, but excluding
12 A) money from performance bonds and other form
13 financial responsibility heid in escrow pending satisfactory performance of a
14 privately financed response action;
15 B fines, penalties, and damages described in
16 AS 46.08.020(a)(4).
17 (b) Money received by the state under (a)(2) and (3) of this section shall be
IS deposited in the general fund and credited to a special account called the "oil and
19 hazardous substance reiease response mitigation account." Tne legislature may
20 annually appropriate to the response account in the fund from the response mitigation
21 account a sum equal to the amount received under (a)(2) and (3) of this section during

the calendar year preceding the legislative session in which the appropriations are to
23 be made.
14 * Sec. 26. AS 46.0S.040(a) is amended to read:

25 "a) in addition to money in the response account of the fund that is
26 transferred to tne commissioner of community and regional affairs to make grants
27 under AS 29.60.510 and to pay for impact assessments under AS 29.60.560, the
28 commissioner of environmental conservati n may use money

29 (11 from the response account in the fund

0 (Al when authorized bv AS 46.08.045. [(1)) to investigate and
31 evaluate tne release [OR THREATENED RELEASE] of oii or a hazardous

' -17- HCS CSSB 215(STA)
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substance. and contain, ciean up. and take other necessary option, such as
monitoring and assessing, to address a reiease [OR THREATENED RELEASE]
of oii or a Hazardous substance that poses an imminent and substantial threat
to the pubiic health or welfare, or to the environment;

(Bl to [(2) PAY ALL COSTS INCURRED TO

(A) ESTABLISH AND MAINTAIN THE OIL AND
HAZARDOUS SUBSTANCE RESPONSE OFFICE;

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

(O coNDUCT TRAINING, RESPONSE EXERCISES,
INSPECTIONS. AND TESTS, IN ORDER TO VERIFY EQUIPMENT
INVENTORIES AND ABILITY TO PREVENT AND RESPOND TO OIL
AND HAZARDOUS SUBSTANCE RELEASE EMERGENCIES, AND TO
UNDERTAKE OTHER ACTIVITIES INTENDED TO VERIFY OR
ESTABLISH THE PREPAREDNESS OF THE STATE, A MUNICIPALITY.
OR A PARTY REQUIRED BY AS 46.04.030 TO HAVE AN APPROVED
CONTINGENCY PLAN TO ACT IN ACCORDANCE WITH THAT PLAN,;
AND

(D) VERIFY OR ESTABLISH PROOF OF FINANCIAL
RESPONSIBILITY REQUIRED BY AS 46.04.040:

(6¢)) PAY THE EXPENSES INCURRED BY THE ALASKA DIVISION

OF EMERGENCY SERVICES FOR THE OIL AND HAZARDOUS SUBSTANCE
RESPONSE CORPS AND THE OIL AND HAZARDOUS SUBSTANCE RESPONSE
DEPOTS WHEN PRESENTED WITH .APPROPRIATE DOCUMENTATION BY
THE DIVISION;

(-)] provide matc.nng funds in the event of a release of oil or a

hazardous substance Tor which use of the response account is authorized bv

AS 46.08.045 for participation

(D in federal oii discharge cieanuD activities: and
i under 42 U.S.C. 9601 - 9657 (Comprehensive

Environmental Response. Compensation, and Liability Ac: of 1980);

HCS CSSB 215(STA) 18-
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(Cl to ((5)] recover ihe costs to the state, a municipality, [OR]
a village . or a school district or a containment and cleanup resulting from die
release [OR THE THREATENED] reiease of oii or a hazardous substance for
which monev was expended from the response account:

(21 from the prevention account in the fund to

(Al investigate and evaluate the release or threatened release
of oil or a hazardous substance, except a release described in AS 46.08.045.
and contain, clean up. and take other necessary action, such as monitoring
and assessing, lo address a release or threatened release of oil or a
hazardous substance, except a release described in AS 46.08.045:

(BL pav all costs incurred to

(il establish and maintain the oil and hazardous
substance response office:

(il review oil discharge prevention and contingency
plans submitted under AS 46.04.030:

(ii'l conduct training, response exercises, inspections,
and tests, in order to verify equipment inventories and ability to
prevent and respond to oil and hazardous substance release
emergencies, and to undertake other activities intended to verify or
establish the preparedness of the state, a municipality, or a partv
required bv AS 46.04.030 to have an approved contingency plan to
act in accordance with that plan: and

(@ivl verify or establish proof of financial
responsibility required bv AS 46.04.040:

(Cl pav the expenses incurred bv the division of emergency
services for

@il the oil and hazardous substance response corps:
and

(il the oil and hazardous substance response depots:

(DI pav. when presented with appropriate documentation bv

_ -19* HCS CSSB 215(STA)
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the Alaska State Emergency Response Commission, expenses incurred bv
the commission for
@il its activities, including staff support, when the
activities and staff support relate to oil or hazardous substances:
and
(iil the costs of being prepared for and responding to
a request bv the department for support in activities that relate to
response to and restoration of the effects of an oil or hazardous
substance reiease:

(El' pav all costs incurred to acquire, repair, or improve an
asset having an anticipated life of more than one vear and that is acquired,
repaired, or improved as a preparedness measure bv which the state mav
respond to. recover from, reduce, or eliminate the effects of a release or
threatened release of oil or a hazardous substance:

(FI pav the costs, if approved bv the commissioner, that
were incurred bv local emergency planning committees to carry out the
duties assigned them bv AS 46.13.080:

(G1 provide matching funds in the event of the reiease of oil
or a hazardous substance, except a release of oil for the containment and
cleanup of which use of the response account is authorized bv
AS 46.08.045. for participation

@il in federal oil discharge cleanup activities: and
@il under 42 US.C. 9601 « 9657 (Comprehensive
Environmental Response. Compensation, and Liability Act of 19801:

(HI  pav or reimburse the storage tank assistance fund
established in AS 46.03.410 for expenditures from that fund authorized bv
AS 46.03.410(b):

(I recover the costs to the state, a municipality, a village,
ora school district of a containment and cleanup resulting from the release
or threatened release of oil or a hazardous substance for which monev was

exDended from the prevention account:

-2-
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(P [ (6)] prepare, review, and revise
£ [(A)1 rre stale's master oil and hazardous substance
discharge prevention and contingency plan required by AS 46.04.700;
and
Oii [(B)] aregional master oil and hazardous substance
discharge prevention and contingency plan required by AS 46.04.210;
and
(K) [(M] restore the environment by addressing the effects of
an oii or hazardous substance reiease.
* Sec. 27. AS 46.0S.040(a)(2)(D) is repealed and reenacted to read:

(D) pay, when presented with appropriate documentation

Deoartment of Military and Veterans' Affairs, expenses incurred by the
Department of Military and Veterans’ Affairs for
(i) Alaska State Emergency Response Commission
activities, including staff support, when the activities and staff support
relate to oil or hazardous substances: and
(i) the costs to the Department of Military and
Veterans’ Affairs of being prepared for and responding to a request by
the department for suadon in activities that relate to response to and
restoration of the effects of an oii or hazardous substance reiease;
* Sec. 28. AS 46.08.040(c) is amended to read:

(c) Notwithstanding other provisions of this section, money from the fund may
not be used for a purpose specified in (a)(1)(BI or iC) or (a)(2) [(a)(2) - (7) AND
(d)(2)] of this section unless money is available from an appropriation made
specifically for that purpose. The legislature mav use not more than three percent
of the estimated annual balance of the prevention account to make appropriations
for the purposes described in (a)(2)(F) of this section.

* Sec. 29. AS 46.08 is amended by adding a new section tn read:

Sec. 46.08.045. USE OF THE RESPONSE ACCOUNT. (a) The

commissioner may use money from the response account in the fund to respond to a

reiease when the aovemor declares a disaster related to an oil or hazardous substance

_ -21- HCS CSSB 215(STA)
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discharge emergency under AS 26.23.020(c). During ihe effective period of the
disaster emersencv, the commissioner mav use monev from the response account to
resoond to the disaster -meraencv.

(b) Notwithstanding (a) of this section, m”ney from the response account may
be used for the purposes described in AS 40.08.040(a)(1)(A) without a declaration
under AS 26.23.020(c) when the reiease would exceed 2.500 barrels of oii, or wouid
exceed an amount of a hazardous substance released into the eﬁvironment that presents
a threat to the economy and pubiic welfare at least equivalent in effect to the effect
of arelease of more than 2,500 barrels of oii if

(1) within 72 hours of being advised of a reiease of oii, the
commissioner prepares and provides to the governor and the members of the
Legislative Budget and Audit Committee a written report relating to the reiease.
summarizing the release, the state's actions, both taken and anticipated, the costs of
the state's actions, both taken and anticipated, and other information considered
appropriate by the commissioner, and

(2) not later than 72 hours after the commissioner is advised of the
release, the governor, in wnting, approves the commissioner's use of the money in the
account: the governor shall approve or modify and approve the state’s response to the
reiease as set out in the commissioner's report and may, at any rime during the period
of the state's response to the reiease. approve, disapprove, or modify action taken or
expected to be taken by the department in its use of money in the response account to
respond to the reiease.

* Sec. 30. AS 46.08.050(b) is amended to read:

(b) A [THE] department that is appropriated or allocated monev from the
fund, either directly or through a reimbursable service agreement with the
Department of Environmental Conservation, shall develop procedures governing the
expenditure of. and accounnng for, money it expends [EXPENDED] from the fund.
The Department of Environmental Conservation mav not reimburse or pav monev
to another state agency for the agency’s activities under AS 46.08.040 unless the
state agencv provides to the department the information necessary to complete the

report required bv AS 46.08.060 [, AND MAY NOT DELAY IMPLEMENTATION

HCS CSSB 215(STA) 2
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OF THIS CHAPTER PENDING THE EFFECTIVE DATE OF THE PROCEDURES],

* Sec. 31. AS 46.08.060(a) is amended to read:

@ The commissioner shall submit a report to the legislature not later than the

10th day following the convening of each regular session of the legislature. Tne report
may include information considered significant by the commissioner but must include:

(1) the " money expended by the department under
AS 46.0S.040(al(l1(.4)a \S 46.08.040(a)] during the preceding fiscal year;

(2) the amount ana source of money received and money recovered by
or on behalf of the department during the preceding fiscal year under

(A) AS 46.04.010 (reimbursement of cleanup expenses):

(B) AS 46.08.020(a)(4) (recovery of fines, penalties, and
damages): and

iIC) AS 46.08.025(a)(3) (cost recoveries) [AS SPECIFIED IN
AS 46.08.020];

(3) asummary of municipal participation in the department’s responses
that were paid for [FUNDED] by the response account [FUND];

(4) a[DEiAILED] summary of department activities in responses paid
for [FUNDED] by the response account [FUND] during the preceding fiscai year,
including response descriptions and statements outlining the nature of the threat; [IN
THIS PARAGRAPH. "DETAILED" INCLUDES INFORMATION DESCRIBING
EACH PERSONAL SERVICES POSITION .AND TOTAL COMPENSATION FOR
THAT POSITION. EACH CONTRACT LN EXCESS OF 520.000. AND EACH
PURCHASE IN EXCESS OF S10.000]; and

(5) the projected cost to the department for the next fiscal year of
monitoring, operanng, and maintaining sites where response [HAS BEEN
COMPLETED OR] is expected to be continued during the fiscai vear. to the extent

these costs would be paid for from the response account.

* Sec. 32. AS 46.08.060(b) is amended to read:

(b) As pan of the department’s on-going identification efforts associated with

oil spill or hazardous substance release or waste sites, the commissioner shall include

in the report under this secdon

23 ~ HCS CSSB 21S(STA)
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(1) the number [A SUMMARY] ot [THE] sues that are included in
the department's contaminated sites data base, whether the site is active or closed:
and [IDENTIFIED BY THE DEPARTMENT;]

(2) a prioritized listing of those sites, both statewide and bv
community, based on the immediate and long-term threats to the public heaith or
welfare or to the environment [POSED BY THESE SITES; AND

(3 THE .APPROPRIATE ACTIONS NEEDED TO ABATE THESE
THREATS. AND THEIR ESTIMATED COST],

* Sec. 33. AS 46.0S.0601c) is amended to read:

(c) In addidon to the department’s report required under (,a) of this secdon, the
governor shall submit a report about use of the fund during the previous fiscal year to
the legislature not later than the 10th day following the convening of each rcguiar
session of the legislature. In the report, the governor shall describe in detail the
governor's use of money from the fund, with separate explanations, by agency, of the
activities that were paid for [FUNDED] under the authority of AS 46.08.045
[AS 46.08.040(b)].

* Sec, 34. AS 46.08.070 is amended by adding a new subsection to read,

(d) Tne department shall adopt regulations to implement the cost recovery
requirements of (a) and (b) of this section, but may not delay cost recovery actions

pending the effective date of the adoption of the regulations.

* Sec. 35. AS 46.08.075(a) is amended to read:

(@ Tie state has a lien for expenditures by the state from the [OIL .AND
HAZARDOUS SUBSTANCE RELEASE RESPONSE] fund, or from any other state
fund, for the costs of response, containment, removal, or remedial action resulting from
an oil or hazardous substance release [SPELL], or. with respect to response costs, for
the costs of response to a threatened [THE STTSTANTIAL THREAT OF A] release
of oil or a hazardous substance, against ali propern' owned by a person who is
determined by the commissioner to be liable for the expenditures under this chapter,
AS 46.03, AS 46.04, 42 U.S.C. 9607, or other state or federal law. The lien includes
interest, at the maximum rate allowable under AS 45.45.010(a), from the date of the

expenditures. The state may rile an action in a court of competent jurisdiction in order

-24-
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1 io foreclose on die iien.

2 * Sec. 36. AS 46.08.075(e) is amended tc read:

3 (e) A person with an ownership interest in property against which a iien is
4 recorded may bring an action in a court of competent jurisdiction to require that the

5 lien be released. Tne iien may be released to the extent of that person's ownership

6 interest if the court rinds that the person is not liable for the expenses incurred by the

7 state in connection with the costs of response, containment, removal, or remedial

S action resuiting from the [OIL OR HAZARDOUS SUBSTANCE] reiease or from the

9 threatened [THREAT OF] reiease. of oii or a hazardous substance.

10 * Sec. 37. AS 46.08.900(5) is amenoea to read:

1n 5) "fund" means the oii and hazardous substance reiease prever
12 and response fund:

13 * Sec. 38. AS 46.08.900(9) is amended to read:

14 (9) "reiease"

15 (A) means any spilling, leaking, pumping, pouring, emitting,
16 emptying, discharging, injecting, escaping, leaching, dumping, or disposing into
17 the environment®

18 (B) [ EXCEPT THAT "RELEASE"] does not inciude

19 () a permitted reiease:. or

20 (i) an act of nature;
21 * Sec. 39. AS 46.08.9000 1) is amended to read: |
e (il) "threatened reiease” means [AN IMMINENT DANGER] that a

23 reiease is imminent: a release is imminent if
24 (A) it is impending, or on the point of happening:: or
25 (B) though no: impending, in the judgment of the
26 commissioner
27 li) the incident or occurrence mav reasonably be
25 expected to culminate in an actual release: and
29 (i) that actual release mav reasonably be expected to
30 cause personal iniurv. other iniurv to life, or loss of or damage to
31 property, inducting the environment [WILL OCCUR];
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* Sec. 40. AS -0.0S.900 is amended by adding new paragrapns to read:

(13) "catastropnic oii discharge" and "catastrophic oii reiease” have the
meaning given the term catastrophic oii discharge™ in AS -6.04.900:

(14) "prevention account" means the oii and hazardous substance
reiease prevention account established in AS 46.08.010(a)(1);

(15)  prevention midgation account” means the oii and hazardous
substance reiease prevention mitigation account established in AS 46.08.020(b);

(16) "response account™ means the oii and hazardous substance reiease
response account established in AS 46.08.010(a)(2);

(17)  "response mitigation account” means the oil and hazardous
substance reiease response mitigation account established in AS 46.08.025(b).

*Sec. 41. AS -6.09.900(8) is amended to read:

(8) "threatened reiease™ means (AN IMMINENT DANGER] that a
reiease is imminent: a release is imminent if
(A) it is impending, or on the point of happening: or
(B) though not impending, in the judgment of the
commissioner
(i) the incident or occurrence mav reasonably be
expected to culminate in an actual release: and
iii) that actual reiease mav reasonably be expectedto
cause personal iniurv. other iniurv to lite. or loss of or damage to
oronertv. including the environment [WILL OCCUR].

* Sec. 42. AS 19.65.025: AS 24.20.600, 24.20.610. 24.20.620. 24.20.630: AS 43.55.200,
43.55.210, 43.55.230, 43.55.230. 43.55.240: AS 44.46.025(a)(4) ana (5); AS 46.08.040(b),
46.0S.040(d): andsec. 3. ch. 112. SLA 1989 are repealed.

* Sec. 43. TREATMENT OF .APPROPRIATION TO FORMER SPILL RESERVE FOR
PURPOSES OF AS 43.55.230. For tne purpose of former AS 43.55.230(a)(2), repealed by
sec. 42 of this Act. an appropriation to tne former spill reserve referred to in AS 29.60.510(b),
the reference to which is deleted by sec. 3 of this Act, is not an expenditure.

* Sec. 44. SURCHARGE IMPOSED BY AS 43.55.201 - 43.55.231 SUSPENDED AND
REIMPOSED. In addition to the circumstances set out in AS 43.55.231. the surcharge

HCS CSSB 215(STA) -26-
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authorized by AS 43.55.201 is not ieviec on arid after the effective d3te of this section and
untii June 30. 1995. if

(1) the Eighteenth Alaska State Legislature does not. during the Second
Regular Session or during any special session held before the effective date of this section,
appropriate at least an amount equai to the estimated amount, as of the day before the
effective date of this section, of the unexpended and unobligated balance of the former oil and
hazardous substance reiease response fund to the response account in the oii and hazardous

substance release prevention and response fund: or

(2) the governor vetoes or reduces the amount appropriated under (1) of this
section.

* Sec. 45. TRANSITIONAL PROVISIONS .APPLICABLE TO CONSERVATION
SURCHARGE ON OIL IMPOSED BY AS 43.55.200 AFTER JUNE 30. 1994, AND
BEFORE THE EFFECTIVE DATE OF THIS SECTION. After June 30, 1994. and before the
effective date of this section, every producer of oii who is required by AS 43.55.200 -
43.55.240. repealed by this Act. to pay the oii conservation surcharge of S.05 per barrel of il
shail pay that levy. Tne provisions of AS 43.55.210 - 43.55.240, repealed by this Act, apply
to the amounts received by the state under AS 43.55.200 - 43.55.240. but as to the amounts
received after june 30, 1994. and before the effective date of this section, if so appropriated
by the legislature and notwithstanding any other provision of law relating to the deposit of and

accounting for those receipts.

il on the effective cate of this section, the commissioner cf revenue shall
allocate
(A) 40 percent of the amount received to the response account
established by AS 46.08.010(a)(2), as amended by sec. 21 of this Ace and
(BL 60 percent of the amount received to the prevention account
e%tablished by AS 46.08.010(a)(1), as amended by sec. 21 of this Ace and

2 the ailocauons made under (1) of this section are credited to the res

accounts for purposes of determinanon of the suspension and reimpositiori of the surcharge
under AS 43.55.221 and 43.55.231. added by secs. 15 and 16 of this Act.
* Sec. 46. Section 27 of this Act takes effect oniy if a version of Senate Bill 33

transfer the Alaska State Emerzencv Response Commission from the Department of

2I- HCS CSSB 215(STA)
Viv em'rjer);-es {ZZLZ7ZZ TIX7 3RACZZ7ZDI
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Environmental Conservation to the Department of Military and Veterans® Affairs is enacted

1bv :ne Eiehteentn Alaska State Leaislature and becomes law.

HCS CSSB 215(STA) _ -28-
'lew Texz Uncsrlined [DELETED TEXT BRACKETED]
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410 WILLOUGHBY AVENUE, SUITE 105 Fax: 455-5070
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JEOKES"
g%BRJASX—-iI, 1994  SENATE H%Sfﬁcg XMITTBE HEARING ON C3 SB315
LRIIHG TO THS OIL * HAZARDOUS 3UBSTANCE RELBASB RESPONSE FUND
STATEMENT - JOHN SAMEOR. COMMISSIONER. DEFT. Qg ENVIRON. CONB.

Mr. Chairman, | appreciate the opportunity to again testify on
this proposed legislation. As I said last April 17, 1993,°1
appreciate the Legislature closely examining tho O1l_and
Hazardous SuJostance Release Response Fund and determining what_
%portunltl_es there are to amend and improve the process by which

1s_fund i1s managed and administered. During and following that
testimony we offered suggestions for improvement in both the
House and Senate Bills, During the summer and late last year we
continued to work with legislators, comittee staffs and In
public briefings outlined the issues which we believed were
important to address. Throughout, we have always searched for a
consensus approach and common goals.

In 1991, 1 ordered an Intermal Audit of this_fund, and for the_

three years have implemented a number ol improvements in iIts
management and administration. As a result we have been able to
increase the fund balanca of 6 million dollars in 1991 to 12
million in 1992, 24, million in 1993 and a projected balance of 37
million at the end of 1994. We are well on our way to achieving
our objective of a 50 million dollar fund balance.

On January 19, 1994, in consultation with other agencies of the
executive branch, we transmitted to the Honorable Mike Miller,
Chairman of the Senate Resources Committee and the Honorable Bill
Williams, Chairman of the House Resources Committee specific
suggestions for modifications in the proposed legislation. We
also proposed specific language changes a few days later, and we
felt the Senate Resources subcommittee workshop effort which
included all interested parties at the table was proceeding
satisfactorily.

On February 5, 19F" i received a copy of the 2/3/94 work draft of
CSHB 238 and later received a Draft of CSSB 215. To our
disappointment, neither draft_had adopted our sug?esglons-
Enclosed with this statement is a comparative analysis of the
projected impacts of our January 19 proposal, CSHB 238 and CSSB
215. CSHB and CSSB 215 do not assure_adequate funding and
access for both spill response and operational activities and do
not address some other significant concems wa have raised.
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Pae o~ Ol and Hazardous Sulbstance Response Fund

Mr. Chairman, this Administration is strongly conmittsd to
environinenral protection. When Governor Hickel was Secretary of
Interior, and the Santa Barbara off-shore spill occurred, he
instituted very dramatic changes iIn governmental oversight to not
only clean-up the spill, but to put iIn place, prevention and
response requirements that were_tough but reasonable. His
liability and financial responsibility reqlmrementg prompted some
from the oil iIndustry tc seek his disnissal. He did not waiver.

We cannot afford to be less vigilant. We cannot afford to forget
the lessons of the Exxon-Valdez Oil spill, we cannot afford to
make further reductions in our oversight, prevention and response
capabilities. We cannot afford to bo satisfied with half-time
environmental coverage on the North Slope. We cannot afford to
diminish_our technical staffs even as we are reviewing the audits
of an aging pipeline. At the same time, wO do want ©o continue
to improve the management of the Response Fund, and are carefully
analyzing various options to achieving that objective.

Although we continue to favor cur January 19, 1994 approach to
improving the operation and management of the response fund, we
have also done analyses on a 2 cent_split of the nickel and a

y 2 cent spill response and 3 cent operation split of the nickel,
with specific legislative_ language changes which would meet both
our environmental protection and fund management objectives.
Through this analysis wo_find the 2 1/2 cent split also does not
enable us to meet pollution prevention, environmental protection,
response_and restoration objectives. However, the 2 cent and 3
cent split, With specific language changes, could enable us to
meet these objectives.

Accompanying this statement is a "draft bill' with a 2 cent and
3 cent split. This restores the state"s ability to quickly
respond to all spills of ail and hazardous substances, as well as
restoration and research authorities, and assures adequate
funding of activities of the Department of Military and Veterans
Affairs. (DWA), and other agencies as the Legislature deems
appropriate. It strengthens both the reporting and cost recovery
requirements and provides for a report to the Governor of action
on catastrophic or other significant releases that appear to
require extraordinary action and funding. Although I still favor
our January 19 approach to revisions in the fund, this
altermative could be acceptable. This draft was developed
jJointly with the Department of Law and has also been reviewed by
others iIn the Executive Branch.



Pacje thrGfi « oii and Hazardous Substance Response Fund

Mr. Chairman, we have had several wake-up calls the last sixty
days which should remind us of our wvulnerability to accidents and
natural disasters which will lead to oil and hazardous substance
spills:  The ARCO North Slope spill which was _discovered tha
mon_'nm%_of December 30, 1993; the Overseas Ohio tanker vessel
which hit an iceberg in Prince William. Sound just 25 miles south
of Valdez cn January 2nd, 1994 and the more recent Los Angeles
Earthquake.

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

Mr. Chairman, the Administration wants to work in partnership
with the Alaska Legislature to not only improve the management of
the response fund, but to also strengthen the State"s prevention
and response capability. Our January 19, 1994 proposal achieves
that objective. A split funding formula which would allocate no
less than 3 cents for the prevention, contingency planning and
operations programns could also achieve that objectivo.

Thank you for the opportunity to participate in this hearing.

FILE-470FUND






Response Fund Restructuring Options
Net Tax Reduction to Surcharge Payees Over 5 Years
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Response Fund Restructuring Options
Comparison of Initial Benefit to Surcharge Payee

3 cenl Abatement & Prevention/2 cent Catastrophic P

2.5 cenl Abatement & Ptevenlion/2.5 cent
Catastrophic,
Response Fund split evenly

2 cent Abatement & Prevenlion/3 cent Catastrophic In
Rep. Green proposal

SB215 Version "U" 2.5 cenl/2.5 cent
(entire Response Fund to Catastrophic Acct)

CSHB 238 (RES) Version "B"
Williams proposal Single Fund

No Change

K910 $00 $00 $30.0 $40.0 $50.0

2/24/94 144 PM
C,hail3

o
S60.0

-7

$70.0
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FISCALNOTE
FY 95 FYoC FY 97 FYos FY99 FY 00
Revenue from .025 surcharge 512.750.0 512,250.0 $11,250.0 $10,250.0 $9,500.0 $8,500.0
State Sp|| Prevention Program 513.300.0 513,699.0 $l4,110.0 $14,533.0 $14,969.0 $15,410.0
Difference ($550,0) ($1,449.0) ($2,860.0) ($4,283.0) ($5,469.0) ($6,910.0)
Total OF Cost $550.0 $1,449.0 $2,860.0 $4,283.0 $5,469.0 $6,918.0

* This number reflects current finding of the 6tatc's spill response and prevention program, increased by 3% each year for
innation.

This legfelalion proposes to find the states's entire spill prevention and response program from a 2.G cent per banel
suchaige on crude ol produced In Afaska. Since S0215 Version U’ now allows the catastrophic account, established
In SB215, to be uaad for both hazardous substance and oil spills, and there b no spHI-dze-threshold in order to access

the cataotroplic account, no non-calastroptiic spilt reserve need be established.

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

Page 1

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

W t 6427 | OB, -300833L ARSI
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£ fiBA 3 A8



SV niwlIiwiwinwvEwEnnnav vimmv 1 1 1 TN I A avan mma-ma

SlasUa f£sstatc legislature

SEIJATOR WItU* M [ulu Il
MIKE MILLER Stale Capttoi

PO Bo-. 5509-1 Juneau Alaska
Polo Alaska 00"05 09801++182
=vi-IRBvrel? (9071 Ai+5-1976

Pollute.* Dislrict O

senate

SPONSOR STATEMENT - SENATE BILL 215

Last session, SB 215 was introduced to address several critical
concerns relating to the 5 cents per barrel Oil and Hazardous
Substance Release Response Fund. It has hecome increasingly clear
that legislation 15 needed this session to address these concéms, and
et the” 470 Fund back to what it was originally intended when the
e_ﬂl_slature enacted the nickel tax in 1989 - thie creation of a $50
miflion emergency reserve fund to have immediately available for
critical response “activity and the ability to fund cértain necessary
state programs in the area of spill prevention and response.

The current version hefore you of Senate Bill 215 splits the revenue
%enerated from the nickel per barrel surchar?e into a 60/40 ratio (or

cents/2 cents) and creates two accounts for the appropriation and
expenditure of “those revenues.

The Res_Ponse Account, into which 40% of the tax is apRropnated
(20), will provide funding for releases of oil or other hazardous
subStances that are emergency_or very serious in nature and that
require immediate response, “This account will initially receive the
existing balance of the spill reserve (approximately million) as
well & an ongoing 2 cents from the nickel per harrel sur_charﬁe.
When the halance o0f this fund reaches $50 million, the tax will, shut
off; whend the balance falls below $50 million, the surcharge will be
reimposed.

The Prevention Account, into which 60% of the tax is a%propnated
(30), will provide funding for programs administered b}/ DEC (a well
as “other agencies) for” spill' preparedness and related operatin
expenditures.” Unlike_the 2 cents in the Response Account, the 3 cen
portion of the tax will never shut off. This account will' provide an
ongoing source of revenue for state prevention programs.

CSSB 215(Fin) am(EFD FLD) represents many hours of effort by all
parties involved and is supported by the administration. | would
H]rgelth'lsl tc,omm|ttee's favorable consideration and piompt passage of
& legislation.
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Frince William Sound Regional Citizens’ Advisory Council

« The response account inflation proofing provision that would have resulted in a
substitution orgeneral fund deposits for surchaige collections was deleted.

« Tire threshold, for mxmicipal impact grants remains releases of 2.500 barrels or
more (as in current statute). Grants would be made from the response account.
School districts are eligible for grants [sections 1. 2 and 3]. The House State
Affairs Cornmittee amended the bill to require the commissioner of the
Department of Community and Regional Affairs to return grant, money after one
year. Under current statute, money is returned at the request of the governor or
the commissioner of the Department of Environmental Conservation.

* Language in previously proposed Senate Finance Committee substitutes
authorizing use of the prevention account for response depot equipment and for
the acquisition ofassets for preparedness measures is clarified to help ensure
that expenditures relate to oil and hazardous substanoes [sections 23 and 27].
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Summary of changes CSSB

CSSB 215(FIN) am
(efd fid) Sec&Stat

1 AS

2. AS

3. AS

5. AS

6. AS

7. AS

8. AS

9. AS

26.23.020 (g)

29.60.500

29.60.510

29.60.520

29.60.530

29.60.540 (b)

29.60.560(a)

29.60.560(e)

29.60.599(4)

10. AS 29.60.599(7)

11. AS 29.60.599(9)

12. AS 37.14.410

13. AS 43.55.201

HCS

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

215(FIN) am (efd fid)

CSSB215(RES)

as

as

as

as

as

as

as

as

as

as

as

as

Senate

Senate

Senate

Senate

Senate

Senate

Senate

Senate

Senate

Senate

Senate

Senate

Senate

(

to'House Versions

HCS CSSB215(STA)

Same as Senate
Same as Senate

Requires C&RA to return
grant money unused after
one year

Technical amendment adds
"actual" before costs under

(a)(2)(B).

Same as Senate
Same as Senate
Same as Senate
Same as Senate
Same as Senate
Same as Senate
Same as Senate
Same as Senate

Same as Senate

W ork

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

draft 5/2/94

as Senate

as Senate

as State Affairs

as State Affairs

as Senate

as Senate

as Senate

as Senate

as Senate

as Senate

as Senate

as Senate

as Senate



CSSB 215(FIN) am

(efd
14.

15.

16.

17.

18.

19.

20.

21.
22.

23.

fid)

AS

AS

AS

AS

AS

AS

AS

AS

AS

AS

43.55.211

43.55.221

43.55.231

43.55.299

43.55.900

46.04.010

46.08.005

46.08.010(a)

46.08.010(b)

46.08.010(c)

HCS CSSB215(RES)

Same as Senate
Same as Senate
Same as Senate
Same as Senate
Same as Senate

Adopted DEC am#1 which
directs recoveries into

response mitigation first.

Same as Senate

Same as Senate

Same as Senate

Same as Senate

HCS

Same

Same

Same

Same

Same

Same

Deletes response to "a
release” from
uses of response f.nd.
response uses of

threatened

limits

CSSB215(STA)

as Senate

as Senate

as Senate

as Senate

as Senate

as Resources

prevention account to
smaller spills.

Same

as Senate

Same as Senate

Same

as Senate

W ork

Same

Same

Same

Same

Same

Same

Same

Same

Same

draft 5/2/94

as Senate

as Senate \

as Senate

as Senate

as Senate

as Resources

as State Affairs

as Senate

as Senate

E

Removes reference to Depots [

and Corps (same as”B 33)

[



CSSB 215(FIN) am
(efd fid)
24. AS 46.08.020

25. AS 46.08.025

26. AS 46.08.040(a)

27.
AS46.08.040(a)(2)(D)

28. AS 46.08.040(c)

HCS CSSB215(RES)

Directly deposits interest
from the 4 accounts into the
prevention account

Adds a new Section 25

26. Same as Senate

27.Adds “restoration of the
environment- as a use of the
response fund. Also allows
prevention account money
for muni impact assistance
grants.

28. Same as Senate

29. Same as Senate

HCS CSSB215(STA)

Goes back to Senate version

Same as Senate

Deletes language added by
Resources. Also deletes
response to a “threatened
release- as a use of the
response fund.

Same as Senate

Same as Senate

Work draft 5/2/94

Same as resources

adds new section 25

26. Same as Senate

27. Similar to State Affairs
section 26, SB 33 changes
allowing funding for
agreements under AS
46.08.090/040; Deletes
reference to DES Depots and
Corps; Add House Resources
amendment regarding C&RA
Municipal impact assistance
grants

28. AS 46.08.040a2C, Same
as Senate Bill 33

29. Same as Senate



CSSB 215(FIN) am

(efd

fid)

29. AS 46.08.045

30.

31.

32.

33.

34.

46.08.050(b)

46.08.060(a)

AS 46.08.060(b)

AS 46.08.060(c)

AS 46.08.070

HCS CSSB215(RES)

30. Same as Senate

31. Same as Senate

32. Additional requirement
for reporting of cost
recoveries on prevention
account.

33. Same as Senate
34. Same as Senate

35. Same as Senate

HCS CSSB215(STA)

Amends uses so that if the /
Governor DOES NOT declare a
disaster, use of the response
fund is limited to spills
2,500 bbls or larger. Also
requires, if the governor
DOES NOT declare a disaster!

that the commissioner \

report to the governor, and
LB&A within 72 hours of
using response money, and
that the governor approve
the use of the money - in
writing - not later than 72
hours after the
commissioner is advised of
the release.

Same as Senate

Deletes language added in
Resources. Also expands

reporting requirements to
include investigating and

evaluating with prevention
account monies.

Same as Senate

Same as Senate

Same as Senate

\

llT*l
Work draft 5/2/94

30. same as Section 29
State Affairs \

New Section 31 - use of
prevention account - allows
unobligated portion of
prevention account to be
used for releases<2500 BBLS
and threatened releases, (it
is the intent, but needs .
amendment)

32. Same as Senate

33. Requires reporting for
the entire fund ie- both
accounts

34. Same as Senate
35. Same as Senate

36. Same as Senate



CSSB 215(FIN) am HCS CSSB215(RES) HCS CSSB215(STA) Work draft 5/2/94
(efd fid)

35. AS 46.08.075(a) 36. Same as Senate Same as Senate 37. Same as Senate
36. AS 46.08.075(e) 37. Same as Senate Same as Senate 38. Same as Senate
37. AS 46.08.900(5) 38. Same as Senate Same as Senate 39. Same as Senate
38. AS 46.08.900(9) 39. Same as Senate Same as Senate 40. Same as Senate
39. AS 46.08.900(11) 40. Same as Senate Same as Senate 41. Same as Senate
40. AS 46.08.900(13-) 41. Deletes the definition of Same as Senate 42. Same as Senate

"catastrophic oil discharge"

41. AS 46.09.900(8) 42. Same as Senate Same as Senate 43. Same as Senate
42. Repealers 43. Same as Senate Same as Senate 44. Same as Senate
43. Spill Reserve 44, Same as Senate Same as Senate 45. Same as Senate
44. Surcharge 45. Same as Senate Same as Senate 46. Same as Senate
45. Transitional 46. Same as Senate Same as Senate 47. Same as Senate

46. SB 33 47. Same as Senate Same as Senate 48. Same as Senate
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Summary of Changes in the Proposed Senate Finance Committee
Substitute (“V” draft) for CSSB 215 (RES) and Previous Senate Finance
Committee Proposals and Comparison with Proposed House Resources

Committee Substitute for House Bill 238 (*Z” draft)
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e Language in the previousl ro sed commrttee ubstitut authortzrn se of the
reventron account for res epot e ent and for the acquisit
SSE[S Tof prepareaness measure scIar t ret at exp rtures reIate
azardous substances sectrons .

New or unchanged problems in SB 215:

. The Sen te Finance Committee substitute autn]orrzes use ofthep gyention
un]t orunder oun sto e fan rans h\sr ne useo ﬁresponse
hecurren c ants re ests tot
pplication rr% as osunsett IS frsc ear rs exten ed
roxrmat ron (een en a n hrs mar
mrtr atl naccour}t ro 3 pro em seo
re ention account Is that 1)t eB centsurc ers rnsuf crent to fund the
r}]ergroun stora r HS tan glan ro[qor argtamcurrent 0 rams 2)
qh er Sources o S are rou stora o ners, an
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enera ;fr S, an no SUrc {ar ents and ecurren ractice of a Ing
enex abg/ ajr aﬁreven 9ram a rro ro rlating
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makes the appropriafion to the response account
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Comparison with the Proposed CSHB 238 (RES) “Z” draft
Similarities:

e Thenic eI spI|t the same with @ 3¢ dﬁntzoer barrel consFrvanon surcharge
d|re 0 & e dprevent on account and a 2cent per harrel conservation
surc arge Irected tot e response account.

e B s

elm
ot g Rl b reaftt"t

I current
es'In surc ?| a
mitigation account Teceipts t at are costr chert/i pen% 8'}r rﬁthe
ﬁsp nse account ? uld ecouI nted tow%{ Iance cac t| nto sus end
T’w | ties and damage payments would not beced|ted

the surcharge; and fines, pena
against
. ngtsmns foraccessm the res onsea count.are similar with a re ortf{om the
commissioner to the gove nor within. 120 hours and the prov 3|on or the

governor to approve, dtsap rove or amend the response actionat any time.

. rSelsn%Iﬁg to SB 215, response action in HB 238 is not limited to initial, first

 Provjsions for mu aI| ranis are s the exce tion that school
IStricts are r+ cfeHb ﬁeg entities In ﬂﬁ %gv tPhe [espo se account Is
e source of runds In

e The house b|II makes no changes to current statutes with.regards to respqnse
dep %1 ent ac UIS tlon OWeVer, r}te osed ﬁ% Egg t(iiwect 5?8 8
;ﬁ amtant eoﬂ and hazardou su stances [eSPONSe Corps an

Dn‘ferences.

 Unlike the.pr B 215, the. HB 238 proposal does not authorize
gpn rlq?e%ﬁc%glrapn pﬁ%?t(tjt e pre5vén?|on acg’cg)3 nt %r ﬁte undergrotljtnc? sltzorage tank

. Snwlarl does not re%uwea ro r t|on 0f(]1 rWre balance of the
B resefve to the re onseaco nt a] sus end| tere SpONSe account
rcharlgen I%ead n oft he alance |s Hece to the prevention

Cg(t)blt anc \eNrgS dd e sp |tehg AT u? alis spli ésngagggrOX|mat%tyTtasﬁof
anceongmate omgener un appropn tions.

e All cost recovery costs are paid from the response account under HB 238.
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OIL AND HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND

CSSB 215 (FIN) am (efd fin)
Response Account Provisias

The response acocount saoessible
for response acias.

Money inthe response acoount can
e used respod o arelesse or
threatened relees= ofall or a
hazardous substance when

D the govermor declares a dissster
emergency or

2) ifwithin 120 hours of inftiating
the response actin, e
comissioner of DEC rqportsto tre
govermor on tre releese, the state’s
actian, and the anticipated aost of
the response actian. The govermor
may, atany time during the states
resoonse, gproe, disgprowe, or
amend the action [sectian3)]- The
report isprovided o tre Lagislatave
Budget and Audit Committee.

Other Provisios
Reduction, In surdnarge payments
eqels n jcwarely $48 million.

Entare balance of sailll resene (&6
millian) 1O response aooount.

Senate Bill 215 (5/2/94)

HCS CSSB 215 (RES)

The response acoount s aoessible
for response actaas.

Money Inthe response acocount can
be used orespodtoareleee ar
threatened releese ofall or a
hazardous substance when

D the govermor declares a dissster
erergacjf or

2) ifwithin 120 hours of Inraating
te acian, tre
camissioner of DEC rportstotte
govermor on tre releese, the states
actin, and the antacipated aost of
the response actian. The govermor
may, at any time during the states
respose, gproe, disgproe, or
amend the action [sectaan3)]- The
report isprovidad to tre Legislatae
Budget and Audit Cormittee.

Reduction in surdharge payments
equals approximately $48 million.

Entire balance of saill resene (6
mallion) to response acooInit.

HCS CSSB 215 (STA)& WP

Uses of the response acooimt far
resoonse to actial releesss B
restricted.

Money Inthe response account can
be used to respod o a relesse—0t
a threatened releese —ofaill when

D when the govermor declares a
disssteremergency and 2) ifthe
releese exceeds 2,90 barrels
(105,000 calllas) ofall, “orwould
exceed an amount of a hazardous
sustance releasd into the
enviroment that presaits a threat
o the economy and public velfare at
lesst equinvalett ineffect to the
effact ofa relesse ofmore then 2,500
barelsofal”” [sscaand)]

2) the comissionerswritten
report must be delivered within 72
hours ofbeing notafied ofa relesse
(rather than 120 hours after
iNf@atdng resoose); the written
reportmust be proviced o all
members of the Legislative Budget
and Audirt Committee (ratherthan
o the comittee) ; and withinthe
same 72 hours, the govermor nust,
InwTary, goprove the use of tre
response account.  The resutt of this
change sthat at the tine arelesse
s beingevaluated and a response
plared, the DEC caomissioner,
govermor and treir staffare

distracted preparing reports.
Reduction in surdarge payments
inexoess of $48 million.

Entire balance of saill resene ($5
million) © response aocoount.



OIL AND HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND

CSSB 215 (FIN) am (efd fin)
Response Account Provisias

The response acoount s aosssible
for response actlias.

Money in the response acoount can
be used O respod areleese or
threatened relesse ofall ora
hazardous substance when

D tre govermor declares a dissster
emergency or

2) ifwithin 120 hours of inftiating
te atin, the
comissioner of DEC rgortstothe
on tre releese, the states
actaan, and the antacipated aost of
the response action. The
may, at any time during tre state’s
respose, gorove, disgprowe, or
amend the actaon [sscaan3)). The
report sprovided o tre Legislatine
Budget and Audit Comittee.

Other Provisias

Reduction In surdarge payments
equals approximately $48 million.

Entire balance of salll resene (&5
millian) 1 response aooint.

Senate Bill 215 (5/2/94)

HCS CSSB 215 (RES)

The response acoointt s aoessible
for response ecias.

Money Inthe response account can
e used torespod arelee=e or
threatered release ofaill or a
hazardous substance when

D the govermor declares a dissster
emergency or

2) ifwrthin 120 om*s of inftiating
the respose actian, tre
comissioner of DEC rqortsto the
govermor on tre releese, tre states
actian, and the antacipatsed aost of
the response actaan. The govermor
may, atany time during the states
response, goprove, disgporoe, or
amend the action [ssctian3)], The
report isprovided o tre Legislatine
Budget and Audit Committee.

Reduction In surdharge payments
equals approximately $48 million.

Entire balance of il resene ($35
millian) 1o response acoount.

HCS CSSB 215 (STA)E ¥2/AWD

Uses of the response acoountt far
response o actual releesss B
restricted.

Money Inthe response acooint can
be used to respod to arelease~U0E
a threatened relesse — of aill when

Dwhen the govermor declares a
disssteremergency and 2) ifthe
release exceeds 2,50 arrels
(105,000 callas) ofail, “orwould
exceed an amount of a hazardous
sustance releesed iInto tre
enviroment that presents a threat
1o the economy and public velfare at
lesstequnalatt ineffectto the
effect ofa releese ofmore than 2,50
barrelsofal.”” (ssctaan )]

2) tecomissionerswritten
reportmust be celvered within 72
hours ofeing notified ofa relesse
(ratherthan 120 hours after
inftatang resoose); the wrirtten
reportmust ke provided to alll
members ofthe Legislative Budget
and Audit Committee (rather than
o the comittee) ; and ) withintre
same 72 hours, the govermor must,
InwTarg, goprove the use of the
response aoooutt. The resutt ofthis
change sthat atthe time a release
s being evaluated and a response
plared, the DEC camissioner,
govermor and their staffare

distracted preparing reports.
Reduction 1n surdharge payments
In excess of $48 million.

Entire balance of sl resene ($6
millian) t response acoount.
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"Citizens promoting environmentally safe operation oi the Atyeska terminal and associated tankers.”

Overview of CSSB 215 (FIN) am (efd fid) and Comparison with Proposed
House Resources Committee Substitute fOr House Bill 238 (“Z” draft)

This is a brief overview of the principal changes in Senate Bill (SB) 215 as passed by
the senate and previously proposed versions of SB 215. In general, CSSB 215 (FINi
am (efd fid) is improved from the Senate Resources Committee substitute. The first
set of bullets highlight improvements to the bill; this is followed by bullets
indicating aspects of the bill that are still problematic. After each bullet, the CSSB
215 (FIN) am (efd fid) section is indicated to facilitate cross reference. The final
section compares SB 215 and the HB 238 “Z” draft.

Principal changes to SB 215:

* The prevention account conservation surcharge is increased from 2.5 cents to 3
cents per barrel. This surcharge level should provide sufficient revenues to fund
the Alaska Department of Environmental Conservation (DEC) current spill
prevention programs at FY 94 levels through the year 2000 [section 17).

* The response account conservation surcharge is changed from 2.5 cents to 2
cents per barrel [section 13). The $50 million cap is maintained with clearer
surcharge suspension and reimposition language [sections 15 and 16]. This new
language still reduces the amount of surcharge required to be paid to reach the
$50 million cap by approximately $52 million. The new suspension and
imposition language also places cost-recovery funds that originated from the
response account and deposited into the response mitigation account under the
annual “blackmail or incentive clause.” This means that any mitigation funds
must be appropriated back into the response account or the two-cent response
surcharge is suspended [section 16]. Under current statute, mitigation account
funds are not included under the blackmail clause.

 The response account is more readily accessible for all response actions. Money
in the response account can be used to respond to a release or ihreatened release
of oil or a hazardous substance when 1) the governor declares a disaster
emergency or 2) if within 120 hours of initiating the response action, the
commissioner of DEC reports to the governor on the release, the state’s action,
and the anticipated cost of the response action. The governor may, at any time
during the state’s response, approve, disapprove, or amend the action [section
291.

* Response action is no longer limited to initial first response [language removed
from section 201.

* The response account inflation proofing provision that would have resulted in a
substitution of general fund deposits for surcharge collections was deleted.

Pjor*
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* The threshold for municipal impact grants remains releases of 2,500 barrels or
more (as in current statute). Grants would he made from the response account.
School districts are eligible for grants [sections 1, 2 and 3].

° Language in previously proposed Senate Finance Committee substitutes
authorizing use of the prevention account for response depot equipment and for
the acquisition of assets for preparedness measures is clarified to help ensure
that expenditures relate to oil and hazardous substances [sections 23 and 26].

New or unchanged problems in SB 215:

® The Senate Finance Committee substitute authorizes use of the prevention
account for underground storage tank grants [section 26, AS 46.08.040(a)(2)(H)].
This is a new use of the response fund. The current backlog of grants
requests totals $65 million and the application period, which was to sunset
this fiscal year, is likely to be extended. Approximately $5 million has been
spent annually on this program; the source of funding for the past two years was
primarily mitigation account proceeds. The problem with this new use of the
prevention account is that 1) the 3-cent surcharge is insufficient to fund the
underground storage tank grant program and maintain current programs, 2)
other sources of funds are available to underground storage tank owners, and 3)
this action is inconsistent with the original stated intent of the proponents of
response fund legislation—to provide greater equity in surcharge payments
between crude and non crude operators and beneficiaries of the state response
ana prevention programs.

9 The entire estimated balance of the spill reserve is appropriated to the
response account. This fails to recognize that the fund has always
served two purposes—spill prevention and response. Given that future
nickels are divided three cents for prevention and two cents for
response, it makes sense that previous nickels should be divided
similarly. In addition, approximately 42 percent of the balance originating from
state general funds and not surcharge payments.

* In the CSSB 215 (FIN) am (efd fid), the 2-cent response surcharge is suspended
until June 30, 1995 if the legislature fails to appropriate the entire balance of the
spill reserve to the response account [section 44]. This is an improvement over
the previous Senate Resources Committee version.

* Authorization for oil and hazardous substance response depot equipment
purchases specifies the Alaska Department of Military and Veteran Affairs
(DMVA), Division of Emergency Services. The DEC also has authority for
establishing response depots and is the more appropriate lead agency for oil and
hazardous substance depots or the oil and hazardous substances component of
all-hazards depots. The DMVA would be the lead agency on all-hazards depots
[section 26, AS 46.08.040(a)(2)(C)(i1)].

April 20, 1994
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e Restoration casts are[p rd from the reventrﬂ ccountdeéorte
restoration bern part o respcip toasg estgr tronhpartofa
contrnuum of ¢ a %)Vactr ities rest rafion.can he paid from the prevention
accou H ere W gressure 0} entrfy clean up actions as restoration
and shift these costs to the prévention account.

e The Cifi e %Oversroht Council on Qi anot ther Hazar %us Substa ces (COC)
was established a e theoEf% \aldez 0| ;ﬁ]one Fincl
8 ndations hde ommission. The O om rssro
entifie state angd federal g vernmen an p I pacencm one
Prrnclrg causes of the onVaIdezOI stablishe
t re In respo se fo this recom nB ress create the
rzens vrso %& et and rrn am Sou
%ut on A 2to oversee and dvrs on IS ue 8
etrans g arrna rans ortatrono cru
and use oft e resp nse un to pay for Its Operations were eete
Comparison with the Proposed CSHB 238 (RES) “Z” draft
Similarities:
. The nickel | spIrt the same with a 3- 5ent per-barrel onservatron surcharge
directed to J revent on account and a 2-cent-per-oarrel conservation
surcharge direct ed tot eresponse account.

. The%r]oarrsronsfrca ﬁ countat mrIIron caquIa the
wou

B%p suspendin —cent ur a srmrIar
h ropos S, oxrmate lon 1ess r rércurren

statu es’n surc rocee e pal to rea rgr} rﬁ
mii atron account er tst at are cost ec verg ﬁpen the
ﬁsp ns account eco nted tOW%r eh Iance calcu ‘ (?” {0 sus end
ag% Isnusrc are an nes pena tres and damage payments would not becedrted

. Brggrsrons for accessin the resrponse aﬁcou Be similar vKrth a regort Fronhthe
commissioner to the governor wit H ours and rovIsSion, for t
(jovernor to approve, drsap rove or amend the response action at any time.

« Similar to SB 215, response action in HB 2381s not limited to initial, first
response.

 Provisions formu icinal | rants are S the exception that school
q]strrcts are not rfeabasePH%E entities rnlﬂ%%&ltperespon%e account 1S
the source of un s In hoth

 The house bill makes no changes to current statutes with regards to response
depots equipment acquisItion gﬁ-slowever {he Proposed %gggrrect 5?8

April 20, 194



Prince William Sound Regional Citizens’ Advisory Council

establish and maintain the oil and hazardous substances response corps and
depots.

Differences:

e Unlike the proposed SB 215, the HB 238 proposal does not authorize
appropriations from the prevention account for the underground storage tank
grant program.

» Similarly, HB 238 does not require appropriation of the entire balance of the
spill reserve to the response account to avoid suspending the response account
surcharge. Instead, 60 percent of the balance is directed to the prevention
account and 40 percent to the response account. This is based on the premise
that the balance would be split how the nickel is split and approximately half of
the balance originated from general fund appropriations.

* House Bill 238 does not eliminate the COC.

* House Bill 238 more clearly identifies the response account as the source of
funds for restoration.

April 20, 19%4



S ECTIONA-L AXI1ABYBXS
C S s B 2 X5 CF IN ) a.in (e fd fid )

SECTION 1: This section amends existing law to give the
Governor authority to spend money from the response account
for declared disaster emergencies.

SECTION 2: Adds school districts to existing law authorizing
municipal and village assistance for spill related expenses;
eliminates certain references to reflect changes iIn Section

3; limits applicability to "'sudden' releases.

SECTION 3: Adds school district reference; retains existing
2,500 barrel (or hazardous substance equivalent) threshold
for grant eligibility but eliminates related requirement for
a declaration of a disaster emergency and certain findings
by the Governor; grant money could come from either account
depending on type of spill (see Section 29); also makes
technical, conforming changes.

SECTION 4: Conforming amendment - adds reference to ''school
districts"” to section on purposes of municipal 1mpact
grants.

SECTION 5: Conforming amendment - adds ''school districts” to
section containing grant application evaluation criteria.

SECTION 6: Conforming amendment - adds "school district” to
section prohibiting use of local grants for capital
improvements.

SECTION 7: Conforming amendment - adds ''school districts" to
section regarding impact assessments and development of cost
recovery and mitigation plans for each disaster emergency
declared by the Governor; makes section apply to disaster
emergencies and releases under 46.08.045(b) (see also
section 29 discussion).

SECTION 8: Technical, conforming amendment to revise
reference from the "Fund" to the 'Response' account.

SECTION 9: Revises definition of "fund” to reflect new name:
oil and hazardous substance release prevention and response
fund.

SECTION 10: Revises definition of "sfrvice" iIn 29.60 to
include services provided by "'school districts".

SECTION 11: Adds a definition of 'school district"” to 29.60.

SECTION 12: Conforming amendment - changes terminology and
statutory references in current law dealing with Exxon



Valdez reimbursed expenditures to reflect establishment- of
the prevention and response accounts.

SECTION 13: Creates a new section that levies a 2 cent per
barrel surcharge.

SECTION 14: Provides that the Legislature may appropriate
this 2 cent per barrel surcharge iInto the response account.

SECTION 15: New section which sets up the accounting
mechanics of the response and related accounts and provides
that once the combined totals of the response account,
portions of the response mitigation account relating to cost
recovery and the general fund surcharge account equals or
exceeds $50,000,000, the levy is suspended beginning on the
first day of the next calendar quarter following receipt of
this Information from the commissioner. The commissioner 1is
required to make a reasonable effort to notify those who are
paying the surcharge of the suspension. The surcharge 1is
reimposed beginning on the first day of the next calendar
quarter following receipt of the report discussed above if
the balance falls below the $50,000,000 mark. Affected
parties also must be notified that the surcharge will be
reimposed.

SECTION 16: The surcharge i1s not levied during any fiscal
year for which the Legislature fails to appropriate the
required amounts (surcharge; cost recovery monies) to the
response account or the appropriation iIs vetoed or reduced
by the Governor.

SECTION 17: Adds Title 43 definitions for "response account'
and "‘response mitigation account” to reflect new provisions
of this bill.

ARTICLE 2A: Authorizes a second surcharge of 3 cents per
barrel that can be appropriated into the prevention account.

SECTION 18: Technical conforming amendments which refer to
the new accounts and related statutory references.

SECTION 19: Amends 46.04.010 which deals with reimbursement
for certain oil cleanup expenses. Expenses recovered under
this law paid out of the former fund and the new response
account are deposited into the general fund and credited to
the response mitigation account. EXxpenses recovered that
originated from the prevention account are credited to the
prevention mitigation account.

SECTION 20: Amends "Purpose'™ section to recognize creation
of the two accounts within the fund and describes the
general purposes for these accounts.



SECTION 21: Revises section of existing law that creazes the
oil and hazardous substance release response fund to reflect
new fund name (how the oil and hazardous substance release
prevention and response fund) and to create the oil and
hazardous substance release prevention account and the oil
and hazardous substance release response account.

SECTION 22: Technical amendment to reflect establishment of
accounts and to clarify that appropriations to an account do
not lapse and remain available for expenditure in future
years.

SECTION 23: Deletes reference to provision that allows the
commissioner to transfer fund money to DOT for purposes of
constructing or refurbishing ferries that can respond to
spills but adds the following exceptions to the general rule
that the fund can"t be used for capital improvements:
response depot equipment and the acquisition, repair or
improvement of assets to be used as preparedness measures
for oil and hazardous substance releases.

SECTION 24: This section provides for the financing of the
prevention account. The Legislature 1is authorized to
appropriate money from the following sources into the
prevention account: Applicable surcharge proceeds; money
from other state, federal and private sources; money
recovered for reimbursement of expenditures made out of the
prevention account; and all fines, penalties, damages and
interest earned on the various accounts (prevention,
prevention mitigation, response, response mitigation,
surcharge). Except for the surcharge which has i1ts own
separate account in the neneral fund, these monies are first
deposited into the general fund and credited to the
prevention mitigation account and then may be appropriated
from the mitigation account to the prevention account.

SECTION 25: This section provides for the financing of the
response account. The account includes surcharge proceeds;
money from other state, fTederal and private sources; and
money recovered from parties that was initially paid out of
the current fund or the new response account (not including
fines, penalties and damages). Except for the surcharge,
these monies go to the general fund response mitigation
account and then can be appropriated to the response
account.

SECTION 26: This section rewrites existing law to establish
the allowed uses for money iIn the response and prevention
accounts.

Response account uses include: to investigate, evaluate,
contain and cleanup and take other necessary action to
address a release or threatened release of oil and hazardous
substances described In Section 29; to provide certain



matching funds in connection with a Section 29 release; and
to pay for the costs to the state, municipality, village or
school district for cost recovery efforts relating to money
that was expended from the response account.

The prevention account can be used to: 1nvestigate,

evaluate, contain and cleanup and take other necessary
action regarding releases not described iIn Section 29; pay
all costs to establish and maintain the response office,
response corps (DMVA) and response depots (DMVA); pay all
costs to review contingency plans, conduct training,
inspections, tests and take other action to verify or
establish preparedness for oil and hazardous substance
releases, and to establish proof of financial

responsibility; pay documented expenses incurred by the
Alaska State Emergency Response Commission for staff and
response and restoration support activities; pay all costs
incurred to acquire, repalr or improve an asset to be used
as an emergency preparedness measure relating to releases of
oil or a hazardous substance; pay the costs, approved by the
commissioner, incurred by the local emergency planning
committees; provide certain matching funds; provide money to
the storage tank assistance fund; pay for cost recovery
efforts relating to money expended from the prevention
account; prepare, revise and review the master and regional
prevention and contingency plans; and to pay for restoration
efforts.

SECTION 27: This section, which is contingent on the passage
of SB 33, authorizes the department to pay the Department of
Milit \ry Affairs for Alaska Emergency Response Commission
activities and general costs to the DMVA for being prepared
for and responding to a request to support response and
restoration activities relating to oil and hazardous
substance releases.

SECTION 28: The legislature may not use more than 3% of the
estimated balance of the prevention account to pay the costs
incurred by local emergency planning committees.

SECTION 29: Provides that money from the response account
can be used for disaster emergencies relating to oil and
hazardous substance releases and other oil and hazardous
releases. In the latter case, the Commissioner has to report
the situation to the Governor and the Legislative Budget and
Audit Committee within 120 hours. The Governor may at any
time approve, disapprove or modify. If no action is taken by
the Governor, the commissioner may continue to use the
account.

SECTIONS 30, 31, 32, 35 and 34: These sections implement the
legislative auditor®"s recommendations regarding development
and expansion of accounting procedures and reporting
requirements.



SECTIONS 35, 36, 37 and 38: Technical, conforming
amendments.

SECTION 39: This section clarifies the definition of
"threatened release"™ iIn 46.08.

SECTION 40: New definitions to reflect new terminology.-

SECTION 41: This section clarifies the definition of
"threatened release"™ iIn 46.09.

SECTION 42: Conforming repealers; repeals existing
surcharge; repeals departments user fee authority for
contingency plan and financial responsibility reviews;
repeals provisions relating to construction of ferries;
repeals all provisions regarding Citizens Oversight Council
on Oil and Other Hazardous Substances.

SECTION 43: Technical, conforming provision.

SECTION 44: The response account surcharge is suspended for
the next fiscal year if the unexpended and unobligated
balance of the former oil and hazardous substance release
response fund as of June 30, 1994 1is not appropriated to the
newly created response account this session or the
appropriation is vetoed or reduced by the Governor.

SECTION 45: 5 cent per barrel surcharges received after June
30 and before the effective date of this bill are split 60
(prevention)/40 (response) and credited to each account for
purposes of determining the suspension and reimposition of
the surcharge under Sections 15 and 16.

SECTION 46: Ties section 27 to passage of SB 33.



Revenue to Response Fund

General Fund Balance Forward

Mitigation Account Transfers In

General Fund Transfers In

General Fund Program Receipts Transfer In
Total General Fund Transfers In

.05 Surcharge Receipts Transfer In
TOTAL REVENUE

Expenditures From The Response Fund
Statewide Programs

Exxon Valdez Oil Spill

Capital Budget

TOTAL EXPENDITURES

Analysis
% General Funds For Fiscal Year
% Surcharge Funds For Fiscal Year

Proportion Expended From General Funds
Proportion Expended Fron. Surcharge Funds
Total Expenditures

Reconciliation
Total Revenue
Less Total Expenditures
Subtotal
Less Reserve For Encumbrances
Spill Reserve Balance

RFRATIO.XLS

Oil and Hazardous Substance Release Response Fund
Historical EXR

FY87

$302.7
$380.7

$683.4

$683.4

$428.7

$428.7

100.00%
0.00%

$428.7
$0.0
$428.7

FY88

$976.2

$976.2

$976.2

$329.9

$329.9

100.00%
0.00%

$329.9
$0.0
$329.9

enditures and Funding

ctual Data

FY83

$136.5
$10,500.0
$9,469.0
$20,105.5

$20,105.5

$6,271.6

$6,271.6

100.00%

0.00%

$6,271.6

$0.0
$6,271.6

FY90

$197.6
$32,600.0
$15,596.7
$48,394.3

$48,394.3

$1,702.0
531,775.6

$33,477.6

100.00%

0.00%

$33,477.6

$0.0
533.477.6

1

FY91

$1,696.1

$2,976.9
$4,673.0

$27,000.0
$31,673.0
$6,034.7
$24,912.1
$583.7
$31,530.5
14 75%
85.25%
$4,652.0

$26,878.5
$31,530.5

FY92

$30.1

(5553.0)
($522.9)

$28,500.0
527,977.1
$8,617.3
$15,702.8
$555.9
$24,876 0
-1.87%
101.87%
($464.9)

$25,340.9
$24,876.0

FY93

$1,823.3

$1,823.3
$27,000.0
$28,823.3
$23,785.2
5297.0
5177,9
$24,260.1
6.33%
93.57%
$1,534.6

$22,725.5
$24,260.1

FY94

$661.2

$661.2

$26,700.0

$27,361.2

$14,083.0
$2,774.0
$16,857.0
2.42%
97.58%
$407.4

$16,449.6
$16,857.0

TOTAL

$0.0
$4,847.5
$44,456.9
$27,489.6
$76,794.0

$109,200.0

$185,994.0

$54,552.1
$78,959.1
$4,091.5

$138,031.4

41.29%
58.71%

$46,636.8
$91,394.6
$138,031.4

$185,994.0
$138,031.4
$47,962.6
$10,559.2
$37,403.4



Cordova District Fishermen United

P.O. Box 93S
Cordova, Alaska 95574
(907) 424-3447 FAX (907) 424-3430

April 35 1994

Chairman Bill Williams
House Resources Committee
Alaska State Legislature
State Capitol

Juneau, AK 99813-1182

pear Chairman Williams:

Enclosed are five pages of signatures from people in Cordova who aggfiSfi any legislation that reduces runding
for oil and hazardous substance spill prevention and response programs funded by the 470 Fund. If you have any
questions or require additional information, please call me any time. Thank you for your consideration.
Sincerely,

CORDOVA DISTRICT PISHERMEN UNITED

Dome Hawxhurst, Executive Director

cc: House Resources Committee
Senator Georgianna Lincoln



Petition tor Protecting the Oil and Hazardous Substance
Release Response Fund (470 Fund)

We the undersigned oppose any legislation that reduces funding for oil and

hazardous substance spill prevention and response programs funded by the 470
Fund.

Name Address Phone
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Petition for Protecting the Oil and Hazardous Substance
Release Response Fund (470 Fund)

We the undersigned oppose any legislation that reduces funding for oil and
hazardous substance spill prevention and response programs funded by the 470

Fund.

x"Name — ™ Signature
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Please send to Senator Pearce”Co-chair Senate Finance C o m m it4f\, State Capitol, durieau, AK 99801-1182



Petition for Protecting the Oil and Hazardous Substance
Release Response Fund (470 Funa)

We the undersigned oppose art}’ legislation that reduces funding for oil and
hazardous substance spill prevention and response programs funded by the 470

Fund.
Name Signature Address Phone
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Please send to Sena(nr Pearce, Co-chnir Senate Finance Committee, State Capitol, Juneau, AK 99801-1182



Petition for Protecting the Oil and Hazardous Substance
Release Response Fund (470 Fund)

We the undersigned oppose any legislation that reduces funding for oil and

hazardous substance spill prevention and response programs funded by the 470
Fund.

Mame Signature Address Phone
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Please send to Senator Pearce, Co-chair Senate Finance Committee. Slate Capitol, Juneau, AK 99801-1182



Petition for Protecting the OH and Hazardous Substance
Release Response Fund (470 Fund)

We the undersigned oppose any legislation that reduces funding for oil and
hazardous substance spil! prevention and response programs funded by the 470
Fund.

Signanire Phone
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Please send to Senator ivarce, Co-<hnirScnnti; Finance Co'..iittce, State Capitol. Juneau, AK 95801-1182



Petition for Protecting the Oil and Hazardous Substance
Release Response Fund (470 Fund)

We the undersigned oppose any legislation that reduces funding for oil and
hazardous substance spill prevention and response programs funded by the 470
Fund.

Nante Signature Address Phone
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Petition for Protecting the Oil and Hazardous Substance
Release Response Fund (4/0Fund)

We the undersigned oppose any legislation that reduces funding for oil and

hazardous substance spill prevention and response programs funded by the 470
Fund.

Name Signgture Address . Phone
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Please send lo Senator Tearce, Co-chair Senate Finance Committee, State Capitol, Juneau, AK 99801-1182
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Petition for Protecting the Oil and Hazardous Substance
Release Response Fund (470 Fund)

\We the undersigned oppose any legislation that reduces funding for ojl and
Eﬂﬁ%r ous subs(I]ance s%?l? prevgntﬁe N anc? response programs ft?nded by the 40

Signature Address hone
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Petition for Protecting the Oil and Hazardous Substance
Release Response Fund (470 Fund)

We the undersigned oppose any legislation that reduces funding for oil and

hazardous substance spill prevention and response programs funded by the 470
Fund.

Name Signature Address Phone
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Please send to Senator Pearce, Co-chair Senate Finance Committee, State Capitol, Juneau, AK 99801-1182



Petition for Protecting the Oil and Hazardous Substance
Release Response Fund (470 Fund)

We the undersigned oppose any legislation that reduces funding for oil and

hazardous substance spill prevention and response programs funded bv the 470
Fund.

Name Signature Address Phone
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Please send to Senator Pearce, Co-chair Senate Finance Committee, State Capitol, Juneau, AK 99801-1182



Petition for Protecting the Oil and Hazardous Substance

Release Response Fund (470 Fund)

We the undersigned oppose any legislation that reduces funding for oil and
hazardous substance spill prevention and response programs funded by the 470

Fund.
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May 17,1994

Governor Wally Hickel
State Ciapitol

P.O. Box 110001
Juneau} AK 99811-0001

Dear G|overnor Hickel:

I
We waht to first thank you for yourwork on the oil-taxation statute of
Limitations legislation. We are also writing to urge you to veto Senate Bill
215, regarding the oil and hazardous substance release response fund. You
may recall dial we met with you several months ago and discussed our
concents about HB 238 and SB 215. At that time we appreciated your
assurance that you would not support a version of the bill merely because it
included 3 cents for Prevention and 2 cents for Response.

You assured us and also stated in a press release, that, "the growth of this
(response) fund should not be accelerated at the expense of the state’s efforts
to previjerit future spills of oil and hazardous substances into Alaska's pristine
environment." That is exactly what this bill docs. It accelerates the growth of
the response account and minimizes funding for prevention given the
competition for uses of funds from the prevention account.

Although SB 215 passed with a 3/2 split, itis not the bill we discussed in our
meeting. 1l does affect the state's ability to prevent future spills of oil and
hazardous substances. In addition, the 3/2 splitis no longer a true 3/2 split
because the legislature added underground and above-ground storage tanks as
uses of lthe response fund. Tire addition of underground and above ground
storage! tanks will dramatically reduce funding for spill prevention and
response programs funded within DEC. We would like to stress that
ironically, alleged misuse of the fund for the storage tank program was one of
die falst= claims used initially to justify the need for a bill!

i
The underground storage tank program was funded at $4.5 million this year.
The backlog of grants is currently $65 million and the program application
period jvas extended by the Eighteenth legislature. The Alaska Energy
Authority estimated that upgrading above-ground storage tanks will cost
approximately $200 to $300 million dollars. Attempting to fund above-
groundj storage tanks, underground storage tanks, capital projects, the depot
and corps program as well as core oil spill prevention and response programs
out of the prevention account is not possible without severely weakening
prevention programs.

i
In addition, $13.5 million is a minimal level of funding for the DEC Spill
Prevention and Sespcnse Division after years of budget cutting. In FY 93, for
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example, it was around $16 million. A recent division of legislative budget
and audit report on the response fund indicated that the SPAR budget was at
minimum levels and questioned whether, "complacency is again setting in."
W ithout continued vigilance by the State of Alaska, we may find ourselves in
the sanhe unprepared situation we were in prior to the Boxon Vahhz oil spill.

Even assuming minimal appropriations for underground and above ground
storage tanks, these programs will take a significant portion of funds available
from tlie 3 cent surcharge. This will result in the continued loss in critical
professional positions for spill prevention and response programs within
DEC. :

Finally,, we would also like to point to the elimination of the Citizens'
Oversight Council on Oil and other Hazardous Substances, She unwillingness
to split!the existing response fund balance 60/40 and the elimination of the
authority to use the funds for the restoration of environmental damages, as
major deviations from tire "package" that you stated must be part of any final
version of SB 2'lb.

Now that the legislature failed to pass the statute of limitations bill, it is even
more important thatyou consider vetoing SB 215. Without the revisions to
the statute of limitations the oil industry may be relieved of payk g back taxes.
Why should we give the industry an additional 2 cent tax break that will
severely compromise the state’s ability to preventspills at the same time we
give industry substantial tax relief ?

Again we urge you to use your powers to help keep our slate prepared and
capable of preventing future oil spills by vetoing Senate Bill 215

Sincerely,
Kevin H&run Then Matthews
Alaska [Center for the Environment United Cook Inlet Drift Assoc.

CC: Bill Williams, Chair House Resources Committee

TOTAL P.03
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From the desk of Richard A. Fineberg p.o. Box 416
Ester, Alaska 99725 Phone/Fax (907)479-7778

(Via Fax) -t

February 26, 1994

Rep. Bill Williams, Chair

House Resources Committee

Alaska State House of Representatives
Juneau, Alaska 99801-1182

Rei_SB215/SB.238 (420" Fund)

Dear Rep. Williams:

Once again you are being asked to consider bills modifying the oil spill response *470"
fund on behalf of the oil industry. 1am strongly opposed to any attempt to restructure
or reduce the 470" fund and its mission without clear recognition of two things:

=> the crucial importance of prevention, in the State's oil spill prevention
program; and

= > the incredible magnitude of North Slope profits.

Regarding the first point, | find it strange that less than five years after the Exxon Valdez
ran aground, unleashing what was arguably u.. worst oil spill in this nation’s history,
citizens are once again have to remind the Legislature that foolish complacency and
misplaced trust played major roles in causing that spill. A though the Senate Resoures
Commifcee blatantly ignored the testimony from others in opposition to changing the
"470" fund at this time, | believe that strong and well-grounded testimony covered the
first point; | turn therefore to the second.

Spread across all North Slope oil production, the so-called "nickel-per-barrer surcharge
actually amounts to less than three cents per barrel after taxes. According to the Dept, of
Revenue's Feb. 9 letter to Senator Zharoff, there are two principal reasons for this:
First, the surcharge does not apply to royalty barrels, and, secondly, on the remaining
7/8 of production to which the surcharge applies, it is deductible from federal income
tax. In simplified form, the true cost of the nickel per barrel would look like this:
$0.05 surcharge on taxable (non-royalty) barrels
X 0.875 approximate equity (non-royalty) fraction
= $0.04375 pre-tax surcharge spread across all barrels
x 0.65 35% federal income tax allowance for the $0.04375 per-barrel payment
= $0.02843 (2.483 cents per barrel) cost of the nickel-per-barrel after consideration
of royalty and federal income tax effects

That's less than one percent of CY 1993 after-tax Aaska North Slope production and
pipeline profits of approximately $2.96 per barrel. That per-barrel profit produced an
annual profit in excess of $1.7 billion for the industry. This estimate, incidentally, fully
recognize- the industry's poor fourth-quarter performance. Even on those few dark
days in December when prices were at the $10.00 per-barrel level, it appears that North
Slope profits were still running on the order of $400,000.GO0 per day.

To determine whether this 2.8 cents per barrel significantly affects oil industry
operations, let's consider these profits in terms of what an investor might earn
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Finehcrg 7 Rep. Bil Williams
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elsewhere. If North Slope production and pipelining were controlled by one company
instead of three, that firm’ 1993 profits would have ranked on a par with the seventh
most profitable firm on the Fortune 500 list of the nation's most profitable companies in
1992. Clearly, North Slope investors would be hard-pressed to duplicate their North
Slope profits anywhere else in the nation. The Fortune listing from 1992 is attached to
dhemon_strate that North Slope operation srank among the most profitable enterprises in
the nation.

Itis also noteworthy that compared to Fortune 500 leaders in other industries, the North
Slope is remarkably constant in its profits. Between 1987 and 1992,1estimate that
North Slope production and pipelining profits exceeded $2 billion in every year. By
comparison, during those years, Fortune 500 powerhouses such as GM and IBM
vanished from the ranks of the mo', profitable, racking up huge losses for several years
in a row when they encountered hard times. In contrast, tile costs of the Exxon Valdez
didn't even knock Exxon out ofthe top five in 1989, while the oil market's travails in
late 1993 only put a relatively small dent in the profitability of Alaskan operations for the
year.

The spreadsheet on which my 1993 profit estimates are based is attached, The right-
hand column identifies the sources for the data | have used. These are allpublished
sources, and perhaps the most surprising tiling is that the industry’s ongoing public
relations campaign has been so effective that these numbers are not widely discussed.
Those of you who are familiar with the estimates | did in 1992 in a report to the Senate
Finance Committee will recognize that | have revised my estimates to reflect new
production cost data released by the Department of Revenue and published last fall by
the Legislative Research Agency.

Clearly, $0.03 per barrel is at most a minute fraction of North Slope profits. Moreover,
this surcharge is virtually irrelevant to long-term industry profitability models, which
typically forecastprice changes in the $2.00- to $5.00-per-barrel range. Those models
indicate that the North Slope should produce similarly strong profits into the next
century, with or without alteration to the ”470° fund.

I can think of several reasons why the oil industry might wish to divert the Legislature
into wasting time on this red herring. Butl can see no good reason why you, as our

elected representatives, should fall for this industry ploy. In my estimation, your time
during a 120-day session is too valuable to waste on this excursion. Your services are

badly needed in other areas.

If | can provide additional information, please let me know, hi the meantime, I close
with best wishes in your efforts to resolve the far more pressing administrative and

budget problems feeing you.

enc,
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April 19, 1994

Representative Bill Hudson
State Capitol
Juneau, AK 99801-1182

Dear Representative Hudson:

[am writing in regards to SB 215, which proposes to separate the oil
and hazardous substance release response fund into two accounts.
Although Iam against this bill, Tunderstand the bill will likely pass.
Therefore, Iwould like to make the following suggestion.

Rather than depositing the entire 470 fund into the response account,
[would like to see 60-75% of the current balance put into the prevention
account. This will ensure that money and resources will be available to
provide an adequate preventive program.

| believe all Alaskans will be better served if we are capable of
preventing a spill rather than being more fit to clean one up. It is easier to
prevent mishaps from happening than to deal with them later. Please
remember the example set by the Exxon Valdez-it was preventable.

lencourage you to provide adequate funding for the preventive account.
Thank you for considering my thoughts.

Sincerely,

Michelle Bugni
3718 El Camino
Juneau, AK 99801
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TO:  Senator Fred Zharoff April 12, 199
FR:  Wayne Coleman - p i/VC

Box 1913

Kodiak, AK 99615

486-3916
Fred,

Please try to amend SB 215 to eliminate the use of the prevention
account for underground storage tank grants.

Abatemane of leaking underground storage tank problems is an
important program and must be funded through other sources.

Use of the SB 215 prevention account for the underground tank programs
could seriously jeopardize funds available to DEC for prevention and
response prograns.

The 3 cent per barrel levy would then be totally inadequate to provide
for depots and corps around the state, especially coastal communities,
and areas like Kodiak would perhaps, never be able to achieve the level
of spill prevention and protection that IS necessary.



