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(© exclusively private claims, if any, by Alasxa
Native Villages and individual Alaska Natives, ether than claims
for Natural Resource Damages, seeking damages for private harms
to Native sucsistence well being, community, culture, tradition
and way of life resulting from the oil Spill, 1including private
claims for private harms to Alaska Native Villages and individual
Alaska Natives resulting from the impairment, destruction, iInjury
or loss of Natural Resources caused by the Oil Spill and any
other exclusively private claims that are available to Alaska
Native Villages and individual Alaska Natives; and

(@ exclusively private claims, 1iIf any, by Alaska
Native Corporations, other than claims for Natural Resource
Damages, seeking damages for private harms resulting from
injuries caused by the Oil Spill to lands 1n which a Native
Corporation holds any present right, title, or interest,
including private claims for lost or diminished land values, for
preservation, protection and restoration of archaeological or
cultural resources and archaeological sites found on the lands
describee In this subparagraph, for private harms resulting from
injuries to Natural Resources found on lands described iIn this
subparagraph, for impairment of riparian or littoral rights, if
any, and any other claims that are available to Alaska Native
Corporations as private landowners; provided, however. that such
claims shall not 1include any claims based upon Injuries to

tidelands cr submerged lands.
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17. The State acknowledges that certain entities
addition to the State haveasserted a right to recover tax
revenues wnich would have been or would be collected under
existing AS 43.75. However, 1t 1s the State®"s legal position
that i1t 1is the only entitywhich possesses any claim under
existing AS 43.75 and thatit i1s the only entity which 1is
authorized or entitled to pursue a claim under existing AS 43.75.

IB. Effective upon Final Approval, each of the Governments
covenants not to sue any present or former director, officer, or
employee of Alyeska cr the Alyeska Owner Companies with respect
to any and ail civil claims or other civil remedies of a
compensatory or remedial nature which have been or may be
asserted by the Governments, iIncluding without limitation any and
all civil claims under all federal or state statutes and
implementing regulations, common law or maritime law, that arise
from, relate to, or are based on, or could iIn the future arise
from, relate to, or be based on the Oil Spill, including, without
limitation, claims arising from any of the subject matter
underlying the civil claims asserted in the State Action or the
U.S. Action; provided. however* chat 1f any such present or
former director, officer, or employee brings any action against
the Governments, or either of them, for any claim whatsoever
arising from or relating to the Oil Spill (or if an action
against the Governments 1is pending at the time of Final Approval,
and the director, officer, or employee fTails to dismiss the

action within 15 days of Final Approval), this covenant not to
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sue shall be null and void with respect to the director, officer,
or employee bringing sucn action- In the event either Government
obtains a judgment against any present or former director,
officer, or employee of Alyeska or the Alyeska Owner Companies
for liability relating to or arising from the oil Spill, the
Governments shall enforce the judgment only to the extent that
the 1individual or iIndividuals against whom the jJudgment was
obtained are able to satisfty the Jjudgment, without
indemnification by Alyeska or the Alyeska Owner Companies,
personally or througn 1insurance policies purcnasea by the
individual or individuals.
Releases and Covenants Mot To Sue
by Alyeska and Alveska Owner Companies
19. Effective upon Final Approval, Alyeska and the Alyeska

Owner Companies release and covenant not to sue or to file any
administrative claim against each of the Governments and their
current or former employees with respect to any and all claims
relating to or arising from the oil Spill, 1including without
limitation, claims for Natural Resource Damages and cleanup
costs, under federal or state statutes and i1mplementing
regulations, common law or maritime law, that arise from, relate
to, or are based on: (@ the Alyeska Counterclaim? or (b) any
other civil claims that have been or could be asserted by Alyeska
or the Al/eska Owner Companies against either of the Governments

relating to or arising from the Oi1l Spill, except that nothing iIn
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this Agreement: shall affect: or impair the rights of Alyeska or
“he Alyeska Owner Companies to enforce this Agreement:.
Dismissal of Actions and Claims.

20. Not later than 15 days after Final Approval, each of
the claims relating to or arising from the Oil Spill and asserted
by the State and/or the United States against Alyeska, the
Alyeska Owner Companies, Exxon Corporation or Exxon Shipping
Company, including the claims asserted in the State Action, the
U.S. Action and as third-"-arty claims iIn various other lawsuits,
and all claims relating to or arising from the Oil Spill and
asserted by Alyeska and the Alyeska Owner Companies against the
State, 1including the Alyeska Counterclaim, shall be dismissed
with prejudice and without an award of costs or attorneys fees to
any Party. Alyeska, the Alyeska owner Companies, the United
States, and the State shall enter 1Into and execute all
Stipulations of Dismissal, with prejudice, necessary to implement
the provisions of this paragraph.

Trans-Alaska Pipeline Liability Fund

21. The release iIn Paragraph 19 shall not be construed to
bar any claim by Alyeska or the Alyeska owner Companies against
the TAFL Fund relating to or arising from the oil Spill. If the
TAPL Fund asserts any claims against the Governments that are
based upon subrogation rights arising from any monies paid to
Alyeska or the Alyeska Owner Companies by the TAPL Fund, Alyeska
and the Alyeska Owner Companies agree to indemnify and hold the

Governments harmless from any liability that they have to the
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TAPL Fund based on sued claims. However, the foregoing indemnity
(@ shall not be enforceable with respect to any amount In excess
of value actually received by Alyeska or the Alyeska Owner
Companies from the TAPL Fund, and (b) shall be enforceable only
if the Governments assert iIn good faith all defenses they may
have to such claims.
Third Party Litigation

22. (@ Except as provided in subparagraph () of this
paragraph, f any person or entity not a party to this Agreement
('Third Party') asserts a claim relating to or arising from the
oil Spill in any present or future litigation against Alyeska or
the Alyeska owner Companies and the Governments, cr against
Alyeska or the Alyeska owner Companies and either the United
States or the State, each of these sued Parties ('Sued Parties'™)
shall be responsible for and will pay i1ts share of liability, 1if
any, as determined by the proportional allocation of liability
contained in any final judgment in favor of such Third Party, and
no Sued Party shall assert a right of contribution cr indemnity
against any other Sued Party. However, notwithstanding any other
provision of this Agreement, the Sued Parties may assert any
claim or defense against each other necessary as a matter of law
to obtain an allocation of liability among the sued Parties In a
case under this paragraph. Any such actions between or among the
Sued Parties shall be solely for the purpose of allocating
liability, if any. The Sued Parties shall not enforce any

judgment against each other 1In such cases. Further,
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notwithstanding any other provision of this Agreement, uhe Sued
Farcies may seek indemnification or contribution ..-om any other
party to the action or from any third party ((including _xxon
Corporation and Exxon Shipping Company) , other u..an one . uhe
sued Parties, and the rights of the Alyeska Owner Companies to
reallocate costs among themselves or to seek indemnir_cat«on or
contribution from each other shall not be affected In any way by
this Agreement.

(9) IT any person or entity, other than the TAPL Fu
asserts claims against the Governments, or either of -hem, w..at
are based upon contribution or indemnity or any other -..eory of
recovery over against the Governments arising from any l-abi-it/
of or payment by said person or entity to Alyeska or the Alyeska
owner Companies relating to or arising from the oil Spil-, or
based upon subrogation rights arising from any monies paid to
Alyeska or the Alyeska Owner Companies, Alyeska shall indemnif/
and hold t: Governments harmless from any liabiliw/ that whe
Governments nave to such person or entity based on such claims.
The foregoing indemnity (i) shall not be enforceable with respeci.
to any amount iIn excess of value actually received by Alyeska or
the Alyeska Owner Companies, and (ii1) shall be enforceable only
if the Governments assert in good faith all defenses "..ey may
have to such claims.

23. Neither Alyeska nor the Alyeska Owner 1 jxnpames shall
assert any right of contribution or iIndemnity against either

Government iIn any action relating to or arising from the Oil
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Spill where chat respective Government iIs not a party. Neither
Government shall assert any right of contribution or indemnity
against Alyeska or the Alyeska Owner Companies 1iIn any action
relating to or arising from the oil Spill where Alyeska or the
Alyeska Owner Companies are not parties, except that either
Government may assert against Alyeska and the Alyeska Owner
Companies the rights to indemnification as expressly provided iIn
Paragraph 21.

24. Any liability which Alyeska or the Alyeska Owner
Companies 1iIncur as a result of a suit by a Third Party, as
described i1n Paragrapns 22 or 23, shall not be attributable to or
serve to reduce the payments required to be paid by Alyeska
pursuant to Paragraphs 11 - 14.

25. The Parties agree that they will not tender each other
to any Third Party as direct defendants i1n any action relating to
or arising from the oil Spill pursuant to Rule 14(c) cf the
Federal Rules of Civil Procedure.

26. IT a Third Party, which previously has reached or
hereafter reaches a settlement with Alyeska or the Alyeska Owner
Companies, brings an action against the Governments, or either of
them, the sued Government(s) shall undertake to apportion
liability, 1f any, according to principles of comparative fault
without the joinder of Alyeska or the Alyeska Owner Companies,
and shall assert that joinder of Alyeska or the Alyeska owner
Companies 1is unnecessary to obtain the benefits of allocation of

fault. Notwithstanding any other provision of this Agreement, if
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the court rejects tiie sued Government(s) ° efforts to obtain a
proportional allocation of fault without Alyeska or the Alyeska
Owner Companies®™ joinder, the sued Government(s) may iInstitute
third-party actions against Alyeska or the Alyeska owner
Companies solely for the purpose of obtaining allocation of
fault. The Governments in such third-party actions shall not
enforce any judgment against Alyeska or the Alyeska Defendants.
27. If a Third Party, which previously has reached or
hereafter reaches a settlement with the Governments, or either of
them, brings or pursues an action against Alyeska or the Alyeska
Owner Companies, or any of them (collectively, the "Alyeska
Defendants'™) , the Alyeska Defendants shall undertake to apportion
liability, if any, according to principles of comparative <fault
without the joinder of either of the Governments, and shall
assert that joinder of the Governments, or either of them, is
unnecessary to obtain the benefits of allocation of fault.
Notwithstanding any other provision of this Agreement, if the
court rejects the Alyeska Defendants®™ efforts to obtain a
proportional allocation of fault withu t joinder of the
Governments, or either of them, the Alyeska Defendants may
institute third-party actions against the Governments, or either
of the <, solely for the purpose of obtaining allocation of fault.
The Alyeska Defendants 1i1n such third-party actions shall not

enforce any judgment against the Governments.
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Effect on TAPS Tarifl

28. Solely for the purpose of resolving the 1issues iIn
dispute 1n this litigation over the Oil Spill and without in any
way conceding that the monies paid pursuant to this Agreement are
not properly included iIn the tariff rates charged for the use of
the Trans-Alaska Pipeline System, the Alyeska Owner Companies
agree that the payments made under the terms of this Agreement
shall not be 1included, directly or indirectly, in the tariff
rates charged by the Alyeska Owner Companies for the use of the
Trans-Alaska Pipeline System. Notwithstanding the foregoing, the
Alyeska Owner Companies reaffirm that it is their belief that
such amounts would properly be 1included iIn the tariff rates
charged and that they are agreeing not to include such amounts
only as part of the compromise and settlement reflected in this
Agreement. The State acknowledges that the compromise and
agreement set fortn iIn this paragraph will not be used in any
other action or proceeding or otherwise urged as precedent that
monies paid in settlement of litigation are not properiy included
in the tariff rates charged for the use of the Trans-Alaska
Pipeline System.

Interest for Late Payments

29. If the payments required by Paragraphs 11 - 14 of this
Agreement are not made by the dates specified, Alyeska shall be
liable to the Governments for interest on the overdue amount,
from the time payment was due until full payment is made, at the

rate established by the Department of the Treasury under 31
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Uu.s.C- 8§ 3717(a)(1) and (@). Interest cn an overdue payment
shall be paid iIn the same manner as the payment cn which It
accrued.

Reservations of Rights

30. This Agreement i1s the result of a compromise and does
not constitute an admission of liability by any Party to this
Agreement. Except as expressly stated iIn this Agreement, each
Party reserves against all persons or entities all rights, claims
or defenses available to i1t relating to or arising from the Oil
Spill. Except as expressly stated in this Agreement, nothing iIn
this Agreement is iIntended to affect legally the claims, 1iIf any,
of any person or entity not a Party to this Agreement.

31. Nothing i1n this Agreement creates, nor shall i1t be
construed as creating, any claim in favor of any person not a
Party to this Agreement.

32. Except as explicitly stated herein, nothing in this
Agreement alter.., amends, modifies, or, in any way, affects the
legal rights and duties of the Governments, on the one hand, and
Alyeska or the Alyeska owner Companies, on the other hand, under
the Exxon Consent Decree.

33. Nothing in this Agreement alters, amends, modifies, or,
in any way, affects the legal rights and duties under the
following judgments or agreements:

@ the Memorandum of Agreement and Consent D

entered iInto between the United States and the State iIn United
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Stares of Amenca v. state of Alaska, Crvil Action No. A91-081
CIV and approved by this Court in August 1991;

() the Agreement between the State of Alaska, the
United States and Plaintiffs entered in The Native village of
Cheneaa Bav, et al. v. State of Alaska, 3AN-91-2344 Civil and
approved and entered as a Final Judgment bv the Alaska Superior
Court iIn February 1992;

(© the Consent Decree and Stipulation of Dismissal
entered iInto between Alaska Natives and Native Interests, the
United States and the State of Alaska in The Native Village or
Chenega Bav. et al. v. The United States of America and The State
of Alaska, Case No. A91-454 CIV and approved by this Court on
January 17, 1992;

(d the Agreement between the rarp. Fund and the State
made on February 24, 1992 which contains mutual releases and
covenants not to sue subject to an exception for AS 43.75
revenues specified therein and the Stipulation of Dismissal with
Prejudice and Order executed by the United States and the TAPL
Fund cn February 13, 1992; and

(e) the State"s Right-of-Way Lease fTor Trans-Alaska
Pipeline and the United States®™ Grant and Agreement of Right-of-
Way for Trans-Alaska Pipeline.

3. Except as explicitly stated herein, nothing in
Agreement alters, amends, modifies, or, in any way, affects the

legal rights and duties of the Governments, on the one hand, and
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Exxon Corporation or Exxon Shipping Company, on the other hand,
under the Exxon Consent Decree.
Notices and Submittals.

35. Whenever, under the terms of this Consent Decree,
written notice is required to be given by one Party to another,
it shall be directed to the individuals and addresses specified
below, unless those individuals or thelr successors give notice
of changes to the other Parties in writing.

As to the State of Alaska:

Attorney General
State of Alasxa
Pouch K

Juneau, Alaska 99811

Supervising Attorney
Environmental Section

Department of Law

1031 W. Fourth Street, Suite 200
Anchorage, Alaska 99501

As to the United States:

Chief, Admiralty and Aviation Branch
Civil Division

U.S. Department of Justice

P.0. Box 14271

Washington, D.C. 20044-4271

As to Alyeska and the Alveska Owner Companies:

Office of the President

Alyeska Pipeline Service Company
1835 South Bragaw Street
Anchorage, Alaska 99512

General Counsel

Alyeska Pipeline Service Company
1835 South Bragaw Street
Anchorage, Alaska 99512

To each of the Alyeska Owner Companies, at addresses to be
supplied by Alyeska.
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Election to Terminate

36. Any Party may elect to terminate this Agreement 1if:
@ a fTinal judicial determination 1is made by any court of
competent jurisdiction that this Agreement will not be approved
and entered without modification; or (b) such court modifies this
Agreement in a manner materially adverse to that Party prior to
or contemporaneously with a final judicial determination
approving this Agreement as modified. A Party electing to
terminate this Agreement pursuant to this paragraph must do so
within 10 days after an event specified iIn the preceding
sentence, and shall immediately notify the other Parties of such
election in writing by hand delivery, Tfacsimile, or overnight
mail. Termination of this Agreement by one Party shall effect
termination as to all Parties. For purposes of this paragraph,
"termination” and "“terminate’ shall mean the cessation, as of the
date of notice of such termination, of any and all rights,
obligations, releases, covenants, and 1Indemnities under this
Agreement.

Entry of Final Judgment

37. This Court finds that this Agreement is fundamentally
fair, just and reasonable and directs that this consent decree be
entered as a final judgment with respect to the claims against
Alyeska, the Alyeska owner Companies, Exxon Corporation and Exxon
Shipping Company in State of Alaska v. Exxon Corporation, et al.,

case No. A92-17.7; CIV. This Court directs that this consent
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38. Tha Court: shall rarcaia. jurisdiction of this natsnr for
tha purpoaa of entering Buch further orders, direction, orrelief
a* ®*y ®PPropriata for tha construction, implementation. or
enforcement of this Agraeaqne.

Miaealinnaoug

33. Thia Agreement can ha modified only with tha exprsa*
written coitcant of the Portion to tha Agraament and the approval
at the court.

40, Each undersagnsd rcpresantariva of a Party co this
Aaraannno certifies that ha or she id fully authorised to enter
into tha terra and conditions of this Agreemant and to execute
and --gaily hind aucn Party to thin Agreement.

WE FOREC3I3JG Agraeaeirt and Consent Da:.rao bafcwoon the
United statao of America and tha state of Alaska, on tha one
hand, and Alyaaka and tha Alycjalca cvner companies, on tha other

hand, herehy APPROVED AMD EOTEREL ES jSATdAY 0V November,
1392.
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FOR THE STATE OF ALASKA

Date:

Date:

Date:
STUART M. GaRSQir
Assistant Atrsj—nsy General
Civil Division
U.S. Department of Justice
Washington, D.C. 20530
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| FOR ALYESKA AND THE ALYESKA OWNER COMPANIES

Date: 2"V /712-

Date: /1t’'L

Date: /i/a™~ L,h" /9F

Date: L - /F57

Date:
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ALYESKA PIPELINE SERVICE COMPANY

By: hJ _
C Its: ZjuLp/

HESS PIPELINE CORPORATION

»s [He*

ARCD TRMISIRORTATION ALASKA, INC.

Itgiin/ [-e-T/
BP (ALASKA) , INC.
By:
EXXON COMPANY

MOBIL ALASKA PIPELEINE COMPANY
By:

32



D ate *

Date: A'o”-L,. is." i*c, 7

Date: /Tt
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PHILLIPS ALASKA PIPELINE
CORPORATION

sy: [dhu*~s /%i

It%;
UNOCAL PIPEUINE COMPANY

By:/L<o?r e
[ts: Allnm>~~ & [<<y

¢ T

o /20E

RONALD Li /OLSON

Munger®, t»Hes & Olson

355 South Grand Avenue

Los Angeles, California S0071
Attorney for Alyeska and
Alyeska owner Companies

(except Exxon Pipeline Company)

Faulkner, -"Banfield, Doogan &

Holmes, P.C.
550 W. 7th Avenue, Suite 1000

Anchorage, Alaska 99501
Attorney for Exxon Pipeline

Company
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appendix a

The settlement provides for the construction of docks and
response storage fTacilities at Tatitlek and Chenega and the pre-
positioning of oil spill response equipment at both locations.
The exact nature of these projects cannot be known without more
investigation and planning. Nevertheless, 1t iIs intended that
these fTacilities be constructed in such a way as to facilitate
the effective response to an oil spill in Prince William Sound.

As currently proposed, the docks at Tatitlek and Chenega
would be constructed on land acquired from the villages, with
title to the land and facilities and the responsibility for
maintenance given to the villages or State as deemed appropriate
by the State. The docks would be suitable for oil spill response
use as well as limited use by the ferry MV Bartlett and would
permit the loading and unloading of passengers, light cargo and,
iT appropriate, venicies. The facilities should be designed to
support oil spill response vessels, including the new oil spill
response ferry vessel now being designed.

The proposed docks consist of a pier head platform and 12
foot wide causeway and would be lighted for nighttime operations.
Berthing and mooring dolphins and lenders would be provided. The
dock would be useable throughout the tidal range. A one acre
gravel pad would be created at the base of the dock. The total
combined estimated cost of these projects would be about S14.5
million, including the cost of constructing and stocking
associated storage facilities with spill response equipment (e.g.-
boom and absorbent pads). ownership of this resDonse equipment
would reside with A*lyeska.

a. Tatitlek: The dock at Tatitlek would be located at the
east end of the villace and would require construction of a
one quarter mile access road.

b. Chenega: The dock at Chenega would be located at the
west end of the village and could use existing roads. The
Chenega dock would be in the vicinity of the old saltery
which Is a major environmental concern of the people of

Chenega, the State and the United States. The saltery
contains asbestos and partially filled abandoned fuel oii
storage tanks. It is in complete disrepair. The proximity

of the saltery, coupled with the environmental hazard it
presents, mandates that strong consideration be given to
removal In conjunction with construction of the dock or
associated pad.
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APPENDIX B

In the event at a spill in Prince William Sauna,
particularly in the southwestern portion near Hinchinbrook, it
would be useful to have the option of utilizing Cordova far
staging response efforts. While Cordova has good air transport
facilities, there is, at present, no available deep water port
and little in available staging areas. Currently there 1is a
proposal to create s™h a port at Shepard Point, about six miles
outside of Cordova.

Connecting the port with Cordova requires rehabilitation of
about two miles of existing road and construction of about 4.8
miles of new road, including a bridge across Humpback Creek. The
road would run primarily across Eyak Corporation land. Eyak is
supportive of the project. The proposed project includes the
construction of the road to Shepard Point and a response staging
area and the pre-positionincr of boom and other response
equipment.

In addition to the oil spill response benefits of this
project, the proposed road would allow®™ for the Ilightering of
tourists into Cordova from tour vessels.

AGRﬁEMENT AND CONSENT DECREE
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APPENDIX C

Of all of the restoration projects considered for funding
from the EXXON VALDEZ oil spill Joint Trust Fund, the most public
support has been generated for the acquisition of in-holdings 1in
Kachemak Bay Stare Park which are scheduled to be logged. A
number of proposals have surfaced for financing such a buyout,
but have fallen short of the amount needed to complete ‘i
purchase. It i1s believed that the sum proposed for this project,
combined with +funds from other sources, would eventually be
sufficient to complete the transaction.

The proposed buyback includes lands surrounding Peterson.
China Poot and Neptune Bays. Acquisition of these lands would
provide a significant benefit to the natural resources and people
affected by the spill. Tn particular, the lands acquired provide
habitat for species which"utilize old growth forests, such as
marbled murreiets. The. snorelines of these bays contain numerous
archeological sites, including house pits, rock shelters and
middens. More than 6000 bald eagles winter annually in Kachemak

Bay, with many using the lands in question. The sand bars and
islands of China Poot Bay are regularly utilized haul out sites
for harbor seals. In addition, Kachemak Bay provides

recreational opportunities for many Alaskans and tourists who
visit the southern Kenai Peninsula and is the scenic background
for the Homer area.
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APPENDIX D

In conjunction with creation of the Valdez Emergency Response
Canter, the United States Coast Guard and the AlasJca Department
of Environmental Conservation will be provided space for use as
a communications center. This project will provide the funds to
equip that space for the agencies so as to enhance the management
of an oil spill response. The exact equipment to be purchased
will be designated after further planning, but includes computer
systems, software, Tacsimile machines, copier, communications
console and miscellaneous furniture.
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WALTERJ. HICKEL, GOVERNCR

DEPARTMENT OF NATURAL RESOURCES A0 WILLOUGHEY AVENUE

OFFICE OF THE COMMISSIONER PHONE: (90902 4%
January 24, 1994

The Honorable Mike Miller
Chair, Resources Committee
Alaska State Senate

State Capitol

Juneau, Alaska 99801-1182

Dear Senator Miller:

We fi.lly support Senate Bill 210 which authorizes the Department of Natural
Resources to dispose of state land within five miles of the right-of-way of the Dalton
Highway to a licensed public utility or a licensed common carrier. This is needed to
allow for the construction and operation of such things as pipelines, electric and
telephone lines. These uses are currently prohibited under AS 19.i0.20Ci.

We would also recommend that the statute be further amended to authorize the
Department to dispose of land for industrial and commercial uses within the
identified development nodes at Coldfoot, Happy Valley, Franklin Bluffs, Yukon
Crossing and Deadhorse. In the last year, land at these locations has been conveyed
to the state. We are prohibited from issuing leases or permits, for even the existing
facilities, at these locations. In addition, we are prohibited from removing or
disposing of gravel. There is currently a need for gravel at Deadhorse for airport
improvement that we are unable to provide.

Please feel free to contact me or Ron Swanson, Director, Division of Land, if you have
an}' question or need additional information.

HAN/sf

ac  Senator Sharp
Commissioner Bruce Campbell, DOT/PF
Ron Swanson, Director, Div. of Land
Jerry Gallagher, Legislative Liaison, DNR
Raga Elim, Legislative Liaison, Office of the Governor



Department o f Transportation

and Public Facilities

POSITTION
PAPER

BILLNO: SB 210 APPROVED:

TITLE: Disposal of Dalton Hwy DATE: January 18,1994
Right of Way Land

The Department of Transportation and Public Facilities (DOT&PF) supports
amendment of AS 19.40.200 to allow disposal of state land within five miles
of the Dalton Highway right of way for the purpose of establishing public
utility systens.

DOT&PF recommends that AS 19.40.200 al'.o be amended to allow disposal of
state land and materials for construction, improvement and maintenance of
public facilities. Sucn an amendment would facilitate work on corridor
airports, service roads, aooess roads and waysides, as well as on the Dalton
Highway south of 63 degrees north latitude.

For Furt/ic* Of 465'3904.

POSITION PAPER: DOT/PF



SPONSaOR STATEMENT
SENATOR BERT SHARP .

SB-210

Under current statute, the state of Alaska is prohibited from
disposing of, or leasing, state land within five miles of the right-of-
way of the Dalton Highway. The state owns many acreas of land in
this area, yet it cannot be leased or purchased. This prohibition on
state land seems needlessly harsh.

In the summer of 1992, Summit Telephone Company applied to the
Alaska Public Utilities Commission for certification to provide
telephone service to Coldfoot and Wiseman. BLM assured them they
would not have any problems obtaining a long term lease for a
central switching office and 60 foot radio tower in Coldfoot.

Upon receiving certification from APUC, Summit immediately went to
BLM to obtain the land. They were told that the land surrounding
Coldfoot had been transferred to the State of Alaska, and they would
have to apply to the Department of Natural Resources to obtain land
in Coldfoot.

The Department of Natural Resources informed Summit Telephone
Company that there could be no leasing or sale of land in the Coldfoot
area, because such disposal was prohibited by statute.

Senate Bill 210 would lift this ban and allow the Department of
Natural Resources to lease the land.for nonresidential development.
This would enable telephone service, airport and highway
maintenance, and many other public service needs to be met.

1 urge your favorable vote on this very important legislation. Thank
you.

SPONSOR STATEMENT



SECTIONAL ANALYSIS

SB 210

"An Act relating to disposal of state land within five miles of the
right-of-way of the Dalton Highway to a licensed public utility or j
licensed common carrier."

‘Section 1. The prohibition on disposal of state land under AS
19.40.200(b) of this section would not apply to a prohibition on
disposal of state land under AS 38.810(e); or

(A) an oil and gas lease underAS 38.05.108; or

(B) exploration, development, production or transportation of
oil and gas north of 68 degrees north latitude; or

(C) a state lease or materials sale for exploration, . -
development, production or transportation of oil and gas or
reconstruction or maintenance of the highway north of 68 degrees
north latitude.

SECTIONAL ANALYSIS



FISCAL NOTE

STATE OF ALASKA BILL NO. SB210
1994 LEGISLATIVE SESSION
Revision Date: Dept Affected: Natural Resources
Title: "An Act relating to disposals of state land within BRU: Resource Development
live miles of the right-of-way of the Dalton Highway to a licensed...” Component: Land Development
Sponsor: Senator Sharp
Requestor: Senator Sharp Component Serial No. 431
Expenditures/Revenues
OPERATING EXPENDITURES FY95 FY36 FY97 FY98 FY99
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES( ) 0.0 0.0 0.0 0.0 0.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA
Other
TCTAL 0.0 0.0 0.0 0.0 0.0
Estimato of any current year (FY94) cost: S None
POSITIONS
FULL-TIME 0 0 0 0 0
PART-TIME 0 0 0 0 0
TEMPORARY 0 0 0 0 0
ANALYSIS: (Attach a separate page ifnecessary)
DNR support the bill with amendments to allow land and material disposals within development nodes.
Prepared by: y p ~ JTon Swanson. Director Phono: '62-2692
Division: jji*>land Date: i, lan-94
Approved by Commissioner:
Harry A. Noah Date: 14-Jan-94

Agoncy: Natural Resources

PREPARER TO PROVI fLATIVE OFFICE

(882io .xIsrov 1/14/04) For furth' e

FISCAL NOTE: DNR

FYO0O

Page t ot

0.0

0.0

0.0

0.0



STATE OF ALASKA BILL No.. SB 210
19 LEGISLATIVE SESSION

FISCAL NOTE

Revision Date: Department Affected: DOT&PF

Title: Disposal of Dalton Hwy Right Of Way Land BRU: Northern Region Planning
Sponsor: Sharp Component: Northern Region Planning
Requestor Component Serial Number: #57 8

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY95 FY96 FY97 FY9S KY99 FYOO
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING: 0 0 0 0 0 0
CAPITAL 0 0 9 0 0 0
REVENUE FUND SOURCE | 9 0 0 0 0 0
FUNDING: (Thousands of Dollars)

1002 FEDERAL RECEIPTS 0 0 0 0 0 0
1003 GF MATCH 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/PROGRAM RECEIPTS 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL FUNDING: 0 0 0 0 0 0
POSITIONS

FULL-TIME 0 0 0 0 0

Part-time 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY94) impact: £0

ANALYSIS: (Attach a separate page if necessary)

Adoption of this bill would not adversely affect DOT&PF. As a possible user of utility services, DOT&PF may
benefit from it.

Prepared by: Norman Piispnncn Phone: 451-7.385
Division: Northern Region Planni Date: January 14. 1994
Approved by Commissioner Phone: 465-3901

BX. Campbell
Agency: Department of Transportation anti Public Facilities Date: January 18. 1994

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For ngislativo Oflico

Pago | of 1

FISCAL NOTE: DOTI/PF



WORK DRAFT WORK DRAFT WORK DRAFT

8-1siikae:
Luckhaupt
1/28/94

CS FOR SENATE BILL NO. 210(RES)

INTHE LEGISLATURE OF THE STATE OF ALASKA
EIGHTEENTH LEGISLATURE -SECOND SESSION

BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsor(s): SENATOR SHARP

A BILL
FOR AN ACT ENTITLED
"An Act relating to disposals of state land within five miles of the right-of-way
of Dalton Highway to a licensed public wutility or a licensed common carrier;
>ig to disposals of state land for nonresidential development in nodes of
development along the Dalton Highway; and allowing state leases and m aterials

sales for construction or maintenance of airports along the Dalton Highway."

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

*Stin 1. AS 194200) sareted et
(9) The prdntoition an digasal of sieke lard urckr @ of tissectiondbes ot
gply badgs
(1) to a licensed public utility or a licensed common carrier under
AS 38.05.810(e);
(2) for nonresidential development within the Yukon River

Crossing, Coldfoot. Happy Valiev, Franklin Bluffs, and Deadhorse development

-|- CSSB 210(RES)

flrw T»xr. Unrj'-'rt inrd {DELETED TEXT BRACKETED I
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WORK DRAFT WORK DRAFT WORK DRAFT

nodes; or
{3) necessary for
1AL[(")] anoil and gas lease under AS 38.05.180;
171[(2)] exploration, development, production, or transportation
of oil and gas north of 68 degrees north latitude; or
(C) ((3)] a state lease or materials sale for
Jji) exploration, development, production, or transportation
of oil and gasi [OR]
_[ii) reconstruction or maintenance of the highway north
of 68 degrees north latitude; or
(iii) construction or maintenance of airports.

CSSB 210(RES) -2-

New TVXI Underlined (DELETED TEXT BRACKETED I






memorandum' 1 STATE OF ALASKA
Department of Administration

To: Darrel J. Rexwinkel Date: April 2, 1993
Commissioner
Department of.Revenue
File Ref:
Fron:  Nancy Bear Useba 1\ Phone: 465-2200

Commissioner \\\ *
Department of Administraticn

Sbject:  First Quarter 1993 Report for the Oil Surcharge Account

AS 43.55.230(b) requires that 1 report to you the difference
between the cumulative amount received iIn the General Fund Oil
Surcharge account and the cumulative amount expended from the Oil
and Hazardous Substance Release Response Fund (OKSRRF) cn a
quarterly basis.

AS 43.55.230(c) provides chat you suspend 1iImposition and
collection of the surcharge when the cumulative revenue of the
General Fund Surcharge account equals or exceeds the cumulative
amount expended from the CKSRF.F by $50,000,000. For the quarter
ended March 31, 1393, the amount expended from the OHSRRF exceeded
the revenue cf the General Fund Oil Surcharge account by
$12,001,425. The calculation s as follows:

O1l Surcharge Account cumulative revenue $100,320,066
O1l and Hazardous Substance Release Response

Fund cumulative expenditures 112., 331,591
Difference AS 43.55.230 () -S 12.001.425

IT you have any questions, please call Weldon Blackwell of the
Division of Finance at 465-2240.

cc: John A. Sandor
Commissioner
Department of Environmental Conservation

Don Wanie, Director
Division of Finance
Department of Administration

total p.o:

DOA QUARTERLY REPORTS



MEMORANDUM STATE OF ALASKA

Department of Administration

To: Darrel J. Rexwinkel Date:  August 20, 1993
Commissioner
Department of Revenue
HloRot
From: Nancy Bear Us Pharw: 463-2200
Commissioner
Department of stratian

Subject Second QuartQr 1993 Report for the Oil Surcharge Account

AS 43.55.230(b) requires that | report to you the difference
between the cumulative amount raceivad In the General Fund Oil
Surcharge account and the cunulativa amount expended from the oil
and Hazardous Substance Release Response Fund (OHSRRF) on a
quarterly basis.

AS 43.55.230(c) provides that you suspend imposition and
collection of the surcharge when the cumulative revenue of the
General Fund Surcharge account equals or exceeds the cumulative
amount expended from the OHSRKF by $50,000,000. As of June 30,
1993, the cumulative expenditures of the OHSRRF exceeded the
cunulative revenue of the General Fund Oil Surcharge account by
$8,543,037. The calculation is as follows:

Oil Surcharge Account cumulative revenue $109,709,198
Oil and Hazardous Substance Release Response

Fund cumulative expenditures * 1.18.252,285
Difference AS 43.55.230 (© S 8,543.087)

IT you have any questions, please call Weldon 3lackweil of the
Division of Finance at 465-2240.

cc: John A. Sander
Commissioner
Department of Environmental Conservation

Don Wanie, Director
Division of Finance
Department of Administration



MEMORANDUM STATE OF ALASKA

Departmont of Administration

To: Darrel J. Rexwinkel Date:- November 10, 1993
Commissioner
Department of Revenue
File Raf:
i\l V p N~
Aan:  Nancy Bear Usera\\ Phore: 465-2200
Commissioner W

Department of Administration

Sbject:  Third Quarter 1993 Report for the Oil Surcharge Account

AS 43.55.230(b) requires that 1 report Yo you the difference
between the cumulative amount received iIn the General Fund Oil
Surcharge account and the cumulative amount, expended from the Oil
and Hazardous Substance Release Response Fund (OHSRRF) on a
quarterly basis.

AS 43.55.230(c) provides that you suspend i1Imposition and
collection of the surcharge when the cumulative revenue of the
General Fund Surcharge account equals or exceeds the cumulative
amount expended from the OHSRRF by $50,000,000. As of September
30, 1993, the cumulative expenditures of the OHSRRF exceeded the
cunulative revenue of the General Fund Oil Surcharge account by
$13,014,244. The calculation is as follows:

O1l Surcharge Account cumulative revenue $112,085,145
Oil and Hazardous Substance Release Response

Fund cumulative expenditures 125.099.389
Difference AS 42.55.230 (b) (S 13,014.244)

IT you have any questions, please call Weldon Blackwell of the
Division of Finance at 465-2240.

cc: John A. Sandor
commissioner i i
Department of Environmental Conservation

Don Wania, Director
Division of Finance
Department of Administration
Pott-ir* brand faxtransmittal memo 71 poipse |
kem. Pkr,
/vw 1(4. 1N = £>0A_ _
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| eopietne Researdh ARy

130 Seward Street, Suite 218
. Juneau, Alaska 99801-2196
Alaska State Legislature
Phone: (907) 465-3991
Fax: (907) 463-3351

Novermber 18 1993
MEMORANDUM
TO: Serator Mike Miller

FROM: Maria Gadziszewski
Legislative Analyst

RE: Questias Rearding tre Ol and Hezardous hstance Sanlll Response Fund
Research Request 94.0/70

You asked severd questions regarding the Oil and Hazardous Substance Release Response
Fund (the "470 Fund”). Each is amsnered below

What B tre anat klae n te Sall Rsose Fund ad te erergeoy sl

According to an administrative officer at the Departent of Ervironmental Conservation, the
response fund balance available for appropriation on July 1, 1998 waes $54,445,300. For
fiscal year 194 (FY 94), the legdlature gppropriated atotal of $16,857,000 to state agendes
(Departments of Environmental Conservation, Military and Veterans Affairs, Transportation
and Public Fadlities, Natural Resources ad the University of Alaska). The spill resenve
balance, therefore, wes $37,588,300 a the begiming of FY 94. Between July 1, 198 ad
Novermber 17, 1993, DEC officials spert $155,200 from the spill resene. The current spill
resene balance, then, is approximately $37,433,100.

Between July 1, 1998 and November 18 1998, eqpenditures and encunbrances totaled
approximately $5,221,800 from the $16,857,000 gppropriated to state agendies.1

‘According to the date accounting system (AKSAS), as of November 18 1933
$2,634,000 hed been eqended and $1,696,000 hed been encunbered for operating
eqenditures.  As of Noverrber 18 1993 $891,800 hed been enaunbered for capita
expenditures.

— 11/18/93 LEGI1SLATIVE RESEARCH MEMO



Senator Miller
November 18, 1993
Page 2

Fease s Table One, a flow dart prepared by this agency, for a graphic representation of
the response fund belance at the beginning of FY 94, In addition, Attachment A, prepared
by DEC ("Oil ad Hezardous Sustance Rdease Response Fund'®), contains additional
details.

Is a legislative appropriation to the emergency spill reserve considered an expenditure
for the purpose of AS 43.55.230 (suspension and reimposition of the S0.U5/bbl

surcharge)?

According to Assistant Attormey General Freck Tostevin, an appropriation to the spill resene
is not considered an expenditure for the purpose of AS 43.55.230. Mr. Tostevin conduded
in a menorandum of April 28, 1998 thet "noney thet is sinply gopropriated to the splll
resene is not "expended’ for purposes of calculating whether to suspend the surdarge” A
oopy of Mr. Tostevin’s menmorandum is induded as Attachment B.

W hat is the current status of EXXON Valdez settlement reimbursements to the state of
Alaska and the Response Fund? How much has been reimbursed so far and how much

is likely to be reimbursed in the future?

The settlement does not speafy how much the dtate will receive directly.  Except for
reimbursement of certain eqoenses incurred by the state and federal governnent, the $900
million in civil setlerent noney is to be managed jointly by both govermnents.  Sate
officials with whom we spoke were extrenely rdluctant to estimate the amount of additional
reimbursements uder the settlement thet the date is likely to recave. The spending
guidelines for the $900 million in civil settlemrent payments ae contained In the
Mermorandum of Agreement and Consent Decree dated August 28, 1991, Provisions in thet
agreement specify what aosts qualify for reimbursement ad limit certain reimbursenents
that can be mecke to the governnents.2

The first installment of the $300 million in civil payments was mede by Exxon in Decerer
1991. The date recaived approximately $29.3 million of the $0 million installment. The
state’s share of the second payment, received in Decarrber 1992, was $29 million. The
state’s share of the third paynment, received in Septenber 1993, was $20 million.

2n addition, the state received $50 million in the fall of 1991, which is half of the $100
million crimnal penalty recaived by the BExxon Shipping Corporation ad the BExxon
Corporation.  The $50 million is currently in a segregated interest-bearing account of the
generd fund (‘"The Exxon Valdez Oil Spill Restitution BExpendalbe Trust Fund™).



Senator Miller
November 18, 1993
Page 3

Alaska Statute 37.14.410 spedfies thet all money received as reimbursement for expenses
rdated tothe e ..o vaiae. OIl Sl incured by the state shall e depaosited to the generd
fund.3 A percentage of each payment is to e aedited to the oil and hazardous substance
mitigation accout.  "That percentage is determined by dividing (1) the amount of
eqoensss. . .thet were paid from the oil and hazardous substance release respose fund. . by
(2) the tota amount of expenses for which the state may e reinbursed.

Of the first three settlement payiments to the State totaling $78.3 million, $21.3 million hes
been aor will ke deposited into the oil and hazardous  substance mitigation account and $67
million hes been depasited into the general fund. See Table Two, for additional information
regarding the BExxon settlerent reinursenents.

| hope this information is useful for your puposes. Flease do not hesitate to contact this
agency if you nead further assstance.

Attachnments

Jhe first $50 million payment is considered restitution and not reimbursenent to the
date for eqpanses incured  That money, therefore, is not sugect to the provisions of
AS 37.14.410.



TABLE ONE
ALASKA'S OIL AND HAZARDOUS SUBSTANCE SPILL RESPONSE FUND

General Fund General Fund
Qill Surcharge Ol & Hazardous
Account Substance
(5 cents/bbl tax) Mitigation Account

FY 94 Legislative Appropriation /

$26,700,000 $661,200
FYy 94
Response Fund
FY 93 Total available for FY 94 appropriation =
Response Fund $26,700,000+ 3661,000+$27,084,100 =
$54,445,300
Spill >
Reserve Spill
end of FY 93 lapse Reserve*
$27,084,100 to (after FY 94
Response appropriations)
Fund (54,445.3-16,857.0)
$37,588,300

FY 94 Legislative Appropriation
$16,857,000

Use of Funds
by Agencies**

* The legislature can appropriate a specific dollar amount to the spill reserve or, as is often the
case, appropriates the difference between the balance in the response fund and the amount
otherwise appropriated from the response fund.

** Regardless of whether or not funds have been appropriated to the "spill reserve™ subaccount,
DEC is authorized to use Response Fund money for emergency response to sites which
pose an imminent and substantial threat to human health or the environment. Historically,
however, DEC has used very little of the Response Fund that has not specifically been
appropriated to it by the legislature. Between July 1, 1993 and November 17, 1993, DEC
officials expended $155,200 from the spill reserve. These are the only DEC expenditures
made without legislative approval. Authority to expend funds from the response fund/spill
reserve for emergency response is found in AS 46.08.040(a)(1).

SOURCE: Alaska Department of Environmental Conservation, Division of Administrative Services

Prepared by the Legislative Research Agency, November 1993 (94.070A).



S A TS T R G R e

DATE & TYPE TOTAL PAYMENTS & DISPOSITION OF MONEY
OF | TOTAL AMOUNT  TO THE STATE TO THE U.S. TO THE JOINT

PAYMENT OF PAYMENT OF ALASKA GOVERNMENT TRUST FUND
Criminal Penalty
May 1, 1991 $100,000,000 $50,000,000 $50,000,000 $0
Civil Payments
December 1, 1991 $90,000,000 $29,300,000 * $24,500,000 $36,200,000
December 1, 1992 $150,000,000** $29,000,000 * $24,500,000 $56,500,000
September 1,1993 $100,000,000 $20,000,000 *  $11,600,000 $68,400,000
September 1,1994 $70,000,000 Some deposits to $70,000,000 ***
September 1, 1995 $70,000,000 state & federal $70,000,000 ***
September 1,1996 $70,000,000 treasuries are likely $70,000,000 ***
September 1,1997 $70,000,000 (as payment for $70,000,000 ***
September 1,1998 $70,000,000 certain costs incurred). $70,000,000 ***
September 1, 1999 $70,000,000 $70,000,000 ***
September 1,2000 $70,000,000 SEE NOTE BELOW. $70,000,000 ***
September 1, 2001 $70,000,000 $70,000,000 ***

TOoTAL  $1,000,000,000**** $128,300,000 $110,600,000 $721,100,000

* AS 37.14.410 specifies that settlement money received as reimbursement of incurred expenses be
deposited into the general fund but that a nercentage be credited to the ail and hazardous substance
mitigation account. See the lower portion of this table for how these payments were distributed
between the general fund and the mitigation account.

** This payment was actually approximately $110 million because of $40 million in credits for cleanup
costs already paid by BExxon.

*** The MOA between the State of Alaska and the U.S. Government specifies that all money paid by
Exxon be deposited into the joint trust fund unless reimbursements should be made to the state or
federal governments for certain expenses incurred. The governments agreed that certain costs shall
be "advanced or reimbursed to each  vernment, at its election, out of any natural resource damage
recoveries related to the Gl Spill and sr.j'l not be placed in the joint trust fund. . " Assistant Attorney
General Craig Tillery expects the state to receive additional monies from Exxon settlement payments.

**** |n addition, Bxxon Shipping Corporation received a $125 million fine, $105 million of which was
remitted. The U.S. Treasury received $13 million from this fine, the North American Wetlands
Conservation Fund [16 U.S.C. 4406(b)] received $7 million. Also, the Exxon Corporation received a
$25 million fine, $20 million of which was remitted. The North American Wetlands Conservation Fund
received this $5 million payment.

DEPOSITS TO THE STATE OF ALASKA GENERAL FUND

Criminal Penalty $50 million

1st Payment (December 1991) $25.3 million

2nd Payment (December 1992) $16.7 million

3rd Payment (September 1993) $15 million (approximately)

$107 million TOTAL
DEPOS'TS TO ALASKA'S OIL SPILL MITIGATION ACCOUNT

1st Payment (December 1991) $4 million
2nd Payment (December 1992) $12.3 million
3rd Payment (September 1993) $5 million (approximately)

$21.3 million TOTAL

SOURCES: Alaska Department of Law (Craig Tillery); Alaska Department of Environmental Conservation.
Prepared by the Legislative Research Agency, November 1994 (94.070B).



ATTACHMENT A
"Oil and Hazardous Substance Release Response Fund,™
Department of Environmental Conservation, Novermber 1993



ATTATHMejOj

OIL AND HAZARDOUS SUBSTANCE RAEASE RESPONSE FUND
Calculation of Current Available Balance of Spill Reserve (in thouscnds)

June 30.1993 Lapse of the Unreserved/

Unobligated Sall Reserve to the Response Fund 27,084.1
(Thisnumber reflects the amount of Sill reserve

available that snot encumbered or reserved for prior

year authorizations. Thisamount loosed at the end of

Ft93 to the Response Fund end wcs available for

appropriation in FY94.)

FY94 Appropriation of 5 Cent Surcharge from the

General Fund to the Response Fund + 267000
FY4 Appropriation of Mitigation Account to
the Response Fund + 661.2

(Thisnumber represents a net amount after legislative
appropriations from the mitigation account have been
deducted.)

TOTAL RESPONSE FUND AVAILABLE FOR FY94 APPROPRIATION 54,445.3

FY94 RF Appropriation DEC Budget + 115136
FY94 RF Appropriation DEC - Other Agencies + 25694
FYA4 RF Capital Approp. (DMVA,DOT/PF,UA.DNR) + 27740
TOTAL FY94 RESPONSE RUND APPROPRIATIONS 16.857.0

FLL RESERVE BALANCE AVAILABLE DURING FY%4 37.588.3
(Thisnumber reflects the bclance of the Response

Fund after total FY94 Response Fund Appropriations

ere subtracted from the totcl FY94 Response Fund

Available for appropriation. Thiscmount kalso

considered what iscvcilable as the Jill Reserve.

This sclarified by legislative appropriation of this

balance to the Jill Reserve,)

FY94 EXPENDITURES FROM SHLL RESFRVE 1552
(This represents year-to-date (11/17/93) expenditures

foremergency response to sitesswhich pose an

imminent and substantial threat to human health or

the environment. A detciled listig of these sites B

available. Plecse note that these ere the only CEC

expenditures made without legislative cpprovcl.

Authority to expend funds from the response fud/siil

reserve for emergency responses ifound under AS

46.08.040()(D)-)

AVAILABLE AL RESERVE BALANCE AS OF 11/17/93 374331

PREPARED QY DEPARTMENT OF ENVIRONMENTAL CONSERVATION (11/93) K\rtjfn»\enraij\ir3ct«3



ATTACHMENT B
Memorandum from Breck Tostevin to
Tracy Kramer Regarding Treatment of Spill Rcsa-ve
Appropriation Under AS 43.55.230(a)(2)



MEMORANDUM State of Alaska

Department of Law

o Tracy Kramer exXn. April 28, 1953
Otii.cz at Management: and .
Budget HL!'m:

nHIS 269-5274

JLBJICT  Treatment of Spill
Reeerva Appropriation
under AS 43.55.230(a) (@

Brack C, Tostavin ™
Assistant Attorney General
2r.vircnmer.tal Section

You have asked whether an appropriation of funds from the
oil and hazardous re*pcr.Ba fund (A3 46.08,010) to the Dapartmant cf
Environmental Conservation ('DSCI) spill reserve (see, e.g. 1992
SLA ch. 136  522) IS considered an expenditure under
AS 45.55.230(a)(2) for purposes of tha calculation used to
determine whether tc suspend the conservation oil surcharge,

?cr the reasons sec forth below, 1 conclude that money
that is simply appropriated to the spill reserve iIs not "expended"
for purposes cf calculating whether to Buaper.d the surcharge.

In fiscal year 1993, the Legislature appropriated
522,655,700 from the oil and hazardous substance release response
fund ('response fund') no DSC as a spill reserve in order to serve
as a source cf funds for response to potsr.tia! oil cr hazardous
sufcatan.ee releases. 1992 3LA Ch. 136, S 22. Z understand that this
sum represented the balance left iIn the response fund after other
specific appropriations were made. I further understand that in
peat fiscal years,- the majority cf the funds iIn the spill reserve _
were not spent by DSC and these monies lapsed back into the genera”Sr*
fund and were reappropriated to the response fund In the r.sxt j
fiscal year,

AS 43.55.230 provides that:

@ No later than 30 days after the end of each

calendar  quarter, the commissioner of
administration shall determine the cumulative total
of money

(@ expended through that calendar quarter from the
oil and hazardous substance release response fund
established in A3 46.0S.0i1Q.

In determ ining whether an appropriation from the o il and
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Tracy Kramer April 28, 1993
Treatment of Spill ?3ge 3
Reserve Appropriation

In datamining whether an appropriation from the oil and
hazardous substance fund to DEC for use as a spill reserve is
"expanded" within the meaning of AS 43.55.230 (a)(2)", I havo
considered two factor*.

First 1 have locked at technical accounting principles in

determining whether money has been expended. Under this approach
funds are not expended until, they are unequivocally committed for
specific purposes without the possibility of lapse. Ever, if moneys

from the oil and hazardous substance fund are set aside or
otherwise obligated for a specific purpose, the moneys are not vet
expended until they are paid out to cover specific 1invoices"or

costs. Therefore moneys appropriated to the spill reserve would
net been considered expended until they ware disbursed to cover
specific costs incurred fin responding to a spill. This conclusion

is further supported under this accounting approach because the
spill reserve monies remain in the oil and hazardous substance fund
until they are actually wused by DEC. Therefore under fund
accounting principle*, the mcnie* are not expended or paid out
until DSC actually uses them to cover regpor.Be expenses.

The second factor focuses on the legislature™s purpose in
adopting A3 43.55.230(a). In imposing the nickel a barrel
conservation oil surcharge, the Legislature found that "the March
24, 1989, oil spill disaster in Prince William Sound demonstrates
the need for the state to have an independent apill containment and
cleanup capacity 1in the event cf future discharges of oil or a
hazardous substance." 1989 SLA Ch. 112, SL(a). In establishing
tha response fund in 198S, the Legislature found that "it ia in the
best interests of the state and its citizens to provide a readily

available fund for the payment of the expenses incurred . . . in
the protection of the environment cf the state from tha release of
oil and hazardous »ub*tar.ca»." A3 4S.08.005. This legislation

specifically declared that ril is the intent of the Legislature and
the public policy of the utata that funds for the abatement of a
release of oil cr a hazardous substance will alwaya be available."
AS 46.08.050.

The apill reserve 1is an appropriation which remains
available for the curtoses or this legisxation. The reserve is not
obligated for specific, anticipated expense*.* Rather, the apill
reserve sets as a contingency fund for response to potential

1 I do not address the 1issue of whether funds that are
obligated but not yet paid out for lawful expenses are "expended"
under A3 43.55.230(a) (2).
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releases. The spill reserve funds have not changed in character by
virtue of their appropriation. AS 46.03,040 specifically
authorizes DSC to use response fund monies without a specific
appropriation for response to a release of oil or hazardous
substance that poses an imminent and substantial threat to the
public health or welfare, cr to the environment. Thus, DEC aould
use unappropriated

as money in the

reserve account simply allows for better accounting

of tha response fund.

In sum, the appropriation of response fund monies to tha
spill reserve ha3 net changed the fundamental character of those
monies, Rather, the transfer is made for technical accounting
puUrposes. This consideration leads us to"the conclusion that the
transfer of tha balance of he rsspcraa fund to a spill reserve fo
accounting purposes should not £fe considered, an* expenditure of
those rundg.

In summary, both of these considerations indicate that an
appropriation to the apill reserve 1is net an expenditure for
purposes of A3 43.55.230.

3CTtvo

cc! Craig Tillery
Janice Adair
Deborah 3ehr



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
(907) 465-3867 or 465-2450
F.4X (907) 465-2029 130 Seward Scree:. Suite 409
Mail Stop 3101 Juneau. Alaska 99801-2105
MEMORANDUM January 24. 1994
SUBJECT: Senate Bill 215 — sectional analysis. (Work Order No. &
LS1107\E)
T0: Senator Mike Miller _
ATTN: Teresa Sager-Stancliff
FROM: Jack Chenowe
Legislative

The bill you introduced derives frc*the "M" draft of CSHB 23.8() prepared during
the First Session of the current legislature. In %eneral terms, the il amends the
Eurposes for which the oil and hazardous substance release response fund (“470
und'? may be expended, replaces the nickel-per-barrel oil conservation surcharge
with two new oil surcharges, reasméqns responsibilities for the oil and hazardous
substance resPonse corps, depots, and Emergency Response Commission, and makes
a series of related changes.

|
Amendments related to the oil and hazardous substance release response fund:

The bill establishes a series of funds and accounts:

- the oil and hazardous substance release response fund [this is the original
"470 Fund" renamed in this bill the "oil and hazardous substance release prevention
and Tesponse fund']; the measure does not change the fund’s status in that it remains
a fund within the general fund; the redesignated fund would have two components:

- the oil and hazardous substances release contln?ency and abatement account
(AS 46.08.010(a)(1) and 46.08.020), the first component, with its companion oil and
hazardous substances release contingency and abatement mitigation account
(AS 46.08.020), a holding account from which money is transferred in and out;

— the catastrophic oil release response account (AS 46.08.(_)10(@?(2) and
46.08.025), the second component, with ‘its companion catastrophic oil release
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response mitigation account (AS 46.08.025), also a holding account from which money
is transferred in and out. -

With reference to this collection of funds and accounts;

Bill section 25 amends the statement of Furpose underpinning the oil and hazardous
substance release response fund chapter (AS 46.08) by restatmp the chapter’s
purpose in light of the amendments made to the chapter and to reflated provisions.

Bill section 26 identifies the two accounts that constitute that fund.
Bill section 27 makes a related substitution of a reference to "account" for fund.

The deletion made in bill section 28 reflects the repeal of AS 46.08,040(d)--use of the
fund as a source ¢f money for construction of ferries-elsewhere in the Hill.

Bill section 29, revising AS 46.08.020, spells out the manner in which the oil and
hazardous substances release contingency and ahatement account is to be financed.

Bill section 30, adding a parallel section, AS 46.08.025, sets out the manner in which
the catastrophic oil release response account is to be financed.

Bill section 31: The amendments made by this section to AS 46.08.040(a) revise the
objectives for which money in the oil and hazardous substance release response fund
may be spent arid allocate those objectives to the two accounts. All the purposes
except activity directly related to a catastrophic oil release or threatened catastrophic
oil release and use of the fund balance for related oil cleanup activity cos: recovery
purposes are to be addressed by money in the oil and hazardous substance release
contmgencr and abatement account, Activities directly related to a catastrophic oil
release or threatened catastrophic oil release and those involving related oil cleanup
activity cost recovery p_urpqses are to be met from the catastrophic oil release
response account. New in this version is the directive that the catastrophic oil release
response account be used to acquire the equipment for the response depots.

Yy In addition to the renamed funds and the four accounts, carried forward in
AS 4<5.04010--not amended in this bill--and in AS 37.14.0l0(a)-amended in other ways by
section 8 of this bill—are the references in current law to the "oil and hazardous substance
release mitigation account." Those references need to be corrected or removed.
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Bill section 32 and 33 limits the governor to dra,gying disaster emergencv monev from
the catastrophic oil release response account. -

Bill section 34: Under the hill section as amended, a specific appropriation from
either account in the oil and hazardous substance release response fund would still
be required before money could be used for any purpose other than the immediate
response action authorized by AS 46.08.040()(1)(A) for catastrophic oil spills.

Bill sections S and 35 make additional changes reflecting the division of the fund into
two accounts. Bill section 35 removes a requirement relating to the contents of the
commissioner of environmental conservation’s annual report.

As in the last "-evious version, the measure seeks to ﬁrovide consistency of treatment
in its use, in AS 46.08, of the terms "release” and "threatened release.” Bill section
42 provides a technically revised definition of "release” and bill section 43 substantive-
ly amends the definition of "threatened release." Conforming changes that reflec: the
revised definitions are made by bill sections 36 and 37.

Under one of the repealer sections set out in bill section 47, the oil and hazardous
subs%ancte_ release response fund would no longer be available to support ferry
construction.

As | earlier noted, the "oil and hazardous substance release response fund" is
renamed the "oil and hazardous substance release prevention and response fund."
You'll find those cha_n%es set out in bill sections 1, 4, 6, 7, and 41 0f the hill, and
elsewhere as appropriate.

Bill section 5 differentiates between the two accounts for the purpose of making
disaster emergency grants to municipalities.

Bill section 44 provides a definition of "catastrophic oil discharge" into .AS 46.08,
while bill section 49 explains that definition’s applicability.

- These two sections were originally drafted as alternatives that reflected a question
as to whether the First Session's SB SOam H would become law. That bill has become law -
ch. 11, SLA 1993-so one of these alternatives and the two related reference sections at the
end of the bill should be eliminated.

The authorization to use the fund to build one or more new ferries would be
terminated by the bill’'s repeal of AS 19.65.025 and AS 46.03.040(d).
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I
Amendments related to the oil conservation surcharge:

In its sections 9 - 16, the hill eliminates the current nickel-per-barrel oil conservation
surcharge, replacing it with a pair of new surchar%es, one levied at 3cents per barrel,
the other imposed at a rate of 2 cents per barrel.

Bill Becticl)n 9: This section imposes a new conservation surcharge at the rate of S.03
per barrel.

Bill sections 10 13 essentially carry forward the current provisions relatin% to levy
and collection of the nickel-per-barrel oil conservation surcharge, but make them
applicable to the new surcharge.

Bill section 11 directs the deposit of the three cent per barrel surcharge to the
"catastrophic oil release response account” in the fund.

Bill section 12 sets out the conditions under which the severance tax surcharge shall
be suspended or reimpcsed. It alters one of the factors that triggers lew and
collection of the surcharge. For purposes of determining whether the tax shail apply,
the calculation of the income stream is amended to include amounts pieviously
expended from the oil and hazardous substance release response fund that nave been
recovered and redeposited into the mitigation account. The amended provision also
reflects the substitution of the catastrophic oil release response account. Under
subsection (f»in lieu of quarterly determinations of the trigger mechanism, when the
]gccounttlbalance exceeds 45 million dollars, the determinations arc to be mad_er more
requently. [

Bill section 13 amends the mechanism by which the surcharge on/surcharge off
trigger shall be computed.

Bill section 14 imposes a two cent per barrel surchar%e and directs the deposit of the
money received from it into the “oil and hazardous substance release contingency and
abatement account."

Bill section 15 maintains the current definition of "catastrophic oil discharge” and
makes it applicable to hoth oil conservation surcharges.

Bill section 16 provides a revised definition for the term “surcharge."
A related provision of the hill, DIll section 48, is inserted by way of clarification of

how apgr%%riations, if any, made to the spill reserve fund, mentioned within the text
of AS 29.60.510(h), arc to be treated for purposes of determining whether they are
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to be treated as expenditures from the oil and hazardous su istance release response
fund in conjunction with the factors apg_hcabl,e to suspension or reimposition of the
severance tax conservation surchargie. ince, in bill section 5, the statutory reference
to "spill reserve" would be repealed, the B_rqwsmn is drafted as an uncodified,
temporary law section with a limited applicability.

Another related provision, bill section 50, sets out a transition mechanism for
amounts collected under the nickel-per-harrel surcharge after June 3o, 1993, and until
the effective date of this Act. -

Il
Amendments related to reassignments of agency responsibilities:

Bill section 33 reassigns the oil and hazardous substance response corps to the
Depanment of Environmental Conservation.

Bill section 39 transfers the responsibility for maintaining the emergency response
depots to that depanment.

Bill section 46 moves the .Alaska State Emergen{:/ Response Commission from that
depanment to the Department of Military and Veterans’ Affairs.

Bill section 51 protects or "holds harmless" the terras of members of the response
commission despite the transfer of the commission by bill section 46.

\

Related matters:

The measure proposes a series of changes related to the governor’s authority to
declare disaster emergencies.

Bill section 2 With the division of the existing fund into two accounts, the changes
revise the priority order in which the governor may have access to money to respond

to a disaster.

Bill section 3 makes a dra:....g cnangt related to the handling of the current material
in the immediately preceding biil section.

Yy This section, too. would require revision to update the references by the one year
that has passed since imroduction of the bill in the First Session.
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Bill sections 17 and 18 conform language of AS 46.04.030(e) to the definition of the
phrcse "containment and cleanup™ already provided for that chapter. -

*

Bill section 19: The amendment to AS 46.04.200(a) retains the requirement of
annual review of the statewide prevention and contingency pian but removes from
current law the requirement of annual revision of the pian and substitutes revision
at the discretion of the commissioner of environmental conservation.

Bill section 20: The section, amending AS 46.04.200(c), deletes from current law the
explicit requirements that, as pan of the annual review of the state master plan, the
proposed draft revisions of the state master plan be offered for public review and
comment, for legislative review, and for review by the state emergency response
commission (.AS 46.13.010).

Bill section 21: In line with the changes made in the preceding bill section, this hill
section restates the requirements applicable to a plan revision, directing submission
of the proposed revised master pian to the same three groups.

Bill sections 22 and 23: The changes and addition made by these two hill sections,
applicable to regional prevention and contingency master plans, parallel those with
respect to the state plan as set out in hill sections 19 and 20.

Bill section 24 offers a revised dejnition of the term "catastrolphic oil discharge,'
incorporating reference to declared disaster emergencies for discharges smaller than
100.000 barrels of ail.

[

\Y

Other topics:

Bill section 40 eliminates the ability of the Oil and Hazardous Substance Response
Office to conduct certain spill technology research, and assigns the office authority
to contract to provide personnel for certain release-related work.

- AS 46.04.030(a) was to have been amended, and was amended, effective January 1,
1994. Bill section 54 speaks to what was, at the ttmc of the bill’s introduction, a pending
amendment. One of these alternatives and the contingent provision may be removed from
the bill.
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Modeled after the revision of the definition made in bill section 43 mentioned earlier,
bill section 45 revises the definition of the term "threatened release" applicable to

AS 46.09.

JBCipl
94-060.p'm



Source: "Alaska's Oil & Hazardous Substance Release Response Fund", Report By BCSB Marketing for
Prince William Sound Regional Citizen's Advisor Council, Oil Spill Prevention And Response Committee,
December 1992.
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IMI HIID<jGC1 PREVENTION RESPONSE PROGRAMS

DEC - Spill Prevention and Response, Director
Government Preparedness
Industry Preparedness
Underground Storage Tanks
Fund Administration & Support
Director's Office
Laboratory Operation & Maintenance
DCRA- SERC
DMVA/DES - SERC
DMVA/DES - Response Preparedness & Planning
DOA - PWS Communication System Maintenance
DOT/PF - SERC
DF&G - SERC
DF&G Industry Contingency Plan Reviews
DF&G - Stale & Regional Master Plan
DH&SS - Response Training
Labor - SERC
LAW - Regional & Central Office
LAW - Assistance to Exxon Valdez Private Plaintiffs
LAW - SERC Guidance
LAW - RP Identification, Enforcement & Cost Recovery
DNR - SERC
DNR - Industry Contingency Plan Reviews
DNR - Stale & Regional Master Plan
DPS - Enviromental Crimes
DPS - SERC
U of A Research
TOTAL EXPENDITURES

Revenues on 2 Cent Per Barrel (Per ADEC Estimate)
Interest on Spill Reserve (50m, 5%)

Exxon Valdez Reimbursements to Mitigation Account (S28
million Through the Year 2001 - Annual Amounts May Vary)

MINIMUM TOTAL REVENUES AVAILABLE

Page 1

DEC/OMB FY 05
Budoet Reuuest
980 70
4067 40
2351 90
108.30
746.50
123.00
186.50
13.50
11.00
210.00
20 00
6.50
6.50
45.40
140.20
12.00
50.00
9.50
151.60
330.00
25.00
655.20
9.50
92.50
124.60
50.00
200.00
10727.30

10400.00
2500.00

3500.00
16400.00



7CENT BUI"Lif !  VI'NtION IiT"iPONSE PROGRAMS AND CONTAMINATED I 3PROGRAM

IDEC/OMB FY 95
jBudget Review

Contaminated Siles 2747 30
DEC - SPill Prevention and Response, Director 980 70
Government Preparedness 4067 40
Industry Preparedness 2351 90
Underground Slorage Tanks 108 30
Fund Administration & Support 746.50
Director's Office 123.00
Laboratory Operation & Maintenance 185.50
DCRA-SERC 13.50
DMVA/DES - SERC 11.00
DMVA/DES - Response Preparedness & Planning 210.00
DOA - PWS Communication System Maintenance 40.00
DOA - Two-way Radio Equipment Maintenance 20.00
DOT/PF - SERC 6.50
DF&G-SERC 6.50
C"&G Industry Contingency Plan Reviews 45.40
DF&G - Slate & Regional Master Plan 140.20
DH&SS - Response Training 12.00
Labor - SERC 50.00
LAW - Regional & Cenlral Office 9.50
LAW - Assistance to Exxon Valdez Private Plaintiffs 151.60
LAW - SERC Guidance 330,00
LAW - RP lIdentificartion, Enforcement & Cost Recovery 25.00
DNR - SERC 655.20
DNR - Industry Contingency Plan Reviews 9.50
DNR - State & Regional Master Plan 92.50
DPS - Enviromental Crimes 124.60
DPS - SERC 50.00
U of A Research 200.00
TOTAL EXPENDITURES 13514.60
1

Revenues on 2 Cent Per Barrel (Per ADEC Estimate) 10400.00
Interest on Spill Reserve (50m, 5%) 2500.00

Exxon Valdez Reimbursements to Mitigation Account ($28
Million Through the Year 2001 - Annual Amounts May Vary) 3500.00
16400.00

MINIMUM TOTAL REVENUES AVAILABLE

Page 2
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SENATOR
MIKE MILLER Stale Capitol
PO Box 5509*1 Juneau. Alaska
north Polo, Alaska 90/05 09801-1 182
(907) -Uih-ouoL' (90/) -105-4970

sonnio Disiticr (J . .
IE>Cnale
SENATE B”_L 215 SPONSOR STATEMENT

Last session, SB 215 was introduced to address several critical concerns
relating to the 5 cents/barrel Oil and Hazardous Substance Release Response

Fund. It has become increasingly clear that legislation is needed this session
to address these concerns, and get the 470 Fund back to what it was originally
intended when the Legislature enacted the nickel tax in 1989 - the creation of
a $50 million emergency reserve fund to have immediately available for
response activity in ease of a major oil spill, and the ability to fund certain
necessary state programs in the area of spill prevention and response.

Last fall, the Senate Resources Committee held a full-day public hearing on SB
215. Testimony was taken from the Governor's Office of Management and
Budget, the Department of Law, the Legislative Research Agency, Legislative
Legal Services, the Department of Environmental Conservation, and the public

through the statewide teleconference network.

The purpose of this second hearing is to have Legislative Legal Services again

provide a sectional summary of Senate Bill 215 for the benefit of those
members who were unable to attend the meeting in November, and to give
another opportunity for further public testimony on this important issue.

For those committee members and members of the public who did not attend
our last hearing, it may be helpful to briefly summarize some of the key issues

that were raised.

First, the Department of Administration’s quarterly reports show that the fund
has a negative balance of $-8 to -13 million. The Governor's office and DEC
testified that it is clear that a change in the law is necessary to correct this

problem.

Second, there are numerous questions about what specific programs should be
paid for from the 470 Fund, and how much money should go into these

programs. Serious concerns have been raised about whether current policy
and expenditures are consistent with the original intent of the Legislature in
1989.

Third, questions have been raised as to .i appropriateness of a crude oil tax

enacted for very specific purposes now being used to address environmental
problems created by other industries.

It is the sponsor's belief that the 470 Fund needs to be fixed through

legislation. The goal is to ensure that the State of Alaska will have a true oil
spill emergency reserve of $50 million in immediately available cash, to spend
in case of a major spill - and to provide a guaranteed and secure source of

funding for the necessary stale oil spill prevention and response programs.
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SENATE COMMITTEE REr ART
FIRST COMMITfEE OF REFEhnAL

DATE: 5/8/93 FURTHER: FINANCE

Date of 5-Day Notice: it/ / X/ DATE TURNED
(i accordance with Uifor Rule 2 INTO OFFICE; ]ZlCZSl A

RESOURCES Committee considered  SB 215

Oil and hazardous substance release response fund; repealing the authority in [aw by which marine
highway vessels,ma){ be designed and constructed; amending requirements relating to the revision
of ‘state and regiondl master prevention and contingency plans; altering requirements applicable

to liens for recovery of state expenditures; efd.
and recommends

[-] replace with EREST (o) mew e
[ j technical
[ ] attaches amendment(s) title change
(HB only)
[ ] adopts Letter of Intent

[ | further referral to the

[ ] do pass
[ ] do not pass
[ ] no recommendation

[X] individual recommendations
FISCAL NOTE INFORMATION

Department Date Zero Fiscal Department Date Z0ro Fiscal
SEC, X

[ ] Governor's Bill with Previous Fiscal Notes (enter information above)

T - V/7: 544

ChaTr: Signature Td Recommendation



FISCAL NOTE
STATE OF ALASKA BILL NO. SB 215
194 LEGISLATIVE SESSION

Revision Date: January 28, 1994 Department Affected: Department of Law
Title: "...redesinnatino the oil and hazardous BRU: Legal Services. Exxon Valdez Litigation
substance release response fund..." Component: Legal Services. Operations
Sponsor: Senator Miller Exxon Valdez Litigation

Requestor: Senator Miller COMPONENT SERIAL NO. 0093. 1175

EXPENDITURES/REVENUES:

OPERATING FY 95 FY 96 FY 97 FY 98 FY 99 FY 00
PERSONAL
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING XX XX XX XX XXX X XX XX XX XX XX XX

CAPITAL

REVENUE

FUNDING:

1002 Federal
1003 GF Match
1004 GF

1005 GF/Program
1006 GF/MHTIA

OTHER

TOTAL XX XX XXX X XXX X XXXX XXX X XXX X
POSITIONS:

FULL-TIME XX XX XXXX XXX X XX XX XXX X XXX X
PART-TIME

TEMPORARY

Estimate of current year (FY94) impact:

ANALYSIS: (Attach a separate page if necessary.)
Please see the attached analysis.

Prepared by: Richard I. Peoues. Director Phone: 465-3672

Division: Administifitve Services DrvisionfQ) ng’j/. & Date: January 28. 1994
WvLi 0% * ) 1=

Approved by Comm issioner: Bruce M. Botelhd. Attoiney General

Agency: Department of Law Date: January 28 194

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
Rev 11/93 Page 1 of 2




FISCAL NOTE
STATE OF ALASKA BILL NO. SB 215
194 LEGISLATIVE SESSION
ANALYSIS CONTINUATION:
SB 215 would splitthe present Oil and Hazardous Substance Release Response Fund (470 Fund) into two accounts.
The first account, the catastrophic account, would be financed by a 3 cent a barrel conservation surcharge on oil

production. The second account, the abatement account, would be financed by an on-going 2 cent surcharge.

Under present law, the Legislature can appropriate Oil and Hazardous Substance Fund (470) monies to the
Department of Law and other departments for recovery of the costs of containment and cleanup (including restoration of
the environment) resulting from the release or threatened release of oil or a hazardous substance. In the case of the
Department of Law, this currently occurs in two instances. First, an annual amount of $355,000 is appropriated from the
oil and hazardous substance fund to the | egal Services Operations componentto pay for the department's cost recovery
enforcement efforts on behalf ofthe Department of Environmental Conservation. Second, an amountof $1,005,200 was
appropriated in FY 94 and $805,200 is requested for FY 95 to pay for EXXON VALDEZ and certain other significant oil
aid hazardous substance cost recovery efforts. During the current fiscal year (FY 94) the department has already
collected $20,000,000 ($14,762,703 fordepositinthe general fund and $5,237,297 for depositinthe mitigation account)
that is attributable to the EXXON VALDEZ oil spill. In addition, the department has also already collected $600,000 in

cost recover services for deposit in the mitigation account, from other cost recovery efforts.

SB 215, by dividing the 470 Fund, would only allow use of the 3 cent catastrophic spill account for cost recovery
efforts relating to spills over 4.2 million gallons or where the Governor has declared a disaster emergency. SB 215 also
provides that all on-going spill prevention and response programs be funded by the 2 cent fund. However, the estimated
revenues from the 2 cent surcharge are not sufficient to finance these activities, which include Department of Law cost
recovery efforts relating to so-called non-catastrophic spills. In its fiscal note analysis of SB 215, the Department of
Environmental Conservation has indicated that it would require an initial general fund appropriaticn of $5,100,000 to offset
the loss of 470 Fund monies. Substitution of general funds for 470 Funds, however, is somewhat problematic in view
of the dramatic downturn in the state's general fund revenues. Because much of the Department of Law's cost recovery

effort involves these so-called non-‘,catastrophic" spills the department will suffer a drastic decrease in funding resulting

Page 2 of 2



FISCAL NOTE
STATE OF ALASKA BILL NO. SB 215

1994 LEGISLATIVE SESSION

ANALYSIS CONTINUATION:

in a severe reduction in its efforts to recover monies owed to the state by parties responsible for oil and hazardous
substance pollution. Moreover, the Department of Law's costrecovery enforcement efforts provide an importantincentive
for cleanups by private parties who, in the absence of undertaking cleanup themselves, would face state-funded cleanups
and repayment of those costs to the state. In many ways, cost recovery is the engine that drives private cleanups of oil
and hazardous substance pollution. By creating a division between so-called catastrophic and non-catastrophic spill cost
recovery efforts, SB 215 would disrupt state recovery efforts and serve as a disincentive for private cleanups. Because
of the uncertainty of substitute funding if SB 215 is approved, we cannot predict the amount of substitute general funds

that may be required, nor can we predict the amount of cost recovery funds that will be lost if substitute funding is not

found.
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STATE OF ALASKA

1994 LEGISLATIVE SESSION

Revision D ate:

FISCAL NOTE
BILL NO.

Department Affected:

SB 215

Environmental

Conservation

BRU: SPAR/Administrative Services
Component: All SPAR Components
Response Fund Administration

Title: Oil and Hazardous Substance Release
Response Fund

Sponsor Senator Miller

Requestor Senate Resources Committee

Expcnditures/Rcvenues:
OPERATING EXPENDITURES
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND&STRUCTURES
GRANTS,CLAIMS
MISCELLANEOUS
TOTAL OPERATING

|CAPITAL EXPENDITURES
CHANGE IN REVENUES ( )

FUNDSOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Prognun Receipt
1006 GF/V.IITIA

Other

TOTAL

Estimate of any current year (FY94) cost:

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

FY 95

$550.0

S550.0

S$550.0

COMPONENT SERIAL NO.

FY 96 FY 97 FY 98

$1,449.0 $2,860.0 S4.283.0

S1.449.0 S2.860.0 34,283.0

$1,449.0 $2,860.0 $4,283.0

ANALYSIS: (Attach a separate page if necessary.)

See attached

Prepared by: Bob Poe. Director

Phone:

Division: Information & Administrative Services,. D ate:

Approved by Commissioner

Agency: Department of Environmental Conservation * Date:

FY 99

$5,469.0

S$5.469.0

$5,469.0

465-5010
2/24194

2/24/94

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor’s Legislative Office

(REV 10/ g:/asdlir/in94/sh215.xis
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FYOO

$6,918.0

$6.918.0

$6,918.0
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FISCAL NOTE

FY 95 FY 96 FY 97 FY 98 FY 99 FY 00
Revenue from .025 surcharge $12,750.0 $12,250.0 $11,250.0 $10,250.0 $9,500.0 $8,500.0
State Spill Prevention Program* $13,300.0 $13,699.0 $14,110.0 $14,533.0 $14,969.0 $151418.0
Difference ($550.0) ($1,449.0) ($2,860.0) ($4,283.0) ($5,469.0) ($6,918.0)
Total GF Cost $550.0 $1,449.0 $2,860.0 $4,283.0 $5,469.0 $6,918.0

* This number reflects current funding of the state's spill response and prevention program, increased by 3% each year for

inflation.

This legislation proposes to fund the states's entire spill prevention and response program from a 2.5 cent per barrel
surcharge on crude oil produced in Alaska. Since SB215 Version "U" now allows the catastrophic account, established
in SB215, to be used for both hazardous substance and oil spills, and lhere is no spill-size-threshold in order to access
the catastrophic account, no non-calastrophic spill reserve need be established,

The figure for the 2.5 cent surcharge revenue is extrapolated from forecasts contained in the Department of Revenue
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5-Year Total
$64,500.0
$86,029.0
($21,529.0)
$21,529.0
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SENATOR MILLER called the Resources Committee meeting to order at 923
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a.m. and announced S3 215 OIL & HAZARDOUS SUBS. RELEASE
RESPONSE FUND to be up for consideration.

SHELBY STASTNY, Director of the State Office of Management & Budge',
gave an overview of the First, Second and Third Quarter Reports for the Ol
Surcharge Account (dated 4/2/93 &/2¥Band 11/10/%) issued by the Dept, of
Administration which are required by AS 4355.230(h). He acknowledged there
Is concern that the balance of the fund is a negative number.

He referred to a memo from his office included ina packet submitted by DEC to
the House Resources Committee hearing last week, dated November 5 1993
regarding similar legislation (House Bill 238). He explained that the statute
requires that the quarterly reports simply show the cumulative surcharge, or
total collected through the nickel-per-barrel tax, minus the total cumulative
expenditures, which produces a negative balance cf $-15106728 according to
his 11/583 memo. The amount actually available in the Response Fund as of
that date, however, was $37,229,669.

The difference between the Fund balance prepared by DOA and the Fund
balance prepared by OMB occurs because funding for the cumulative
expenditures is provided by the nickel-per-barrel tax as well as program
receipts and other general fund contributions from the oil industry. Therefore,
based on the statutory calculation, the ending balance will never reach $50
million unless there is $125 million in the Fund.

The Administration would like to see some sort of correction so the quarterly
reports reflect the true Fund balance. He stated that if the Legislature's goal is
to provide a $50 million fund, then there should be a better way of calculating
when the tax "turns off." The administration's position is that the state should
accumulate a $60 million fund that will always be available to respond to
disasters and other significant spills, releases, etc.

SENATOR MILLER asked Mr. Stastny to clarify if and when the tax would
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cease hased on the $-15million and $37 million figures presented in the OMB
memorandum.

MR. STASTNY said he believes the tax would stop when the figure in the right
hand column ($37 million) reached approximately $125 million due to the $75
million in expenditures which come from revenues other than the nickel-per-
barrel tax. He noted that when the present administration took office the
balance of the fund was between $8and 30 million and has increased to the

present $37 million.

SENATOR LEMAN asked why the figures reflecting the Cumulative
Surcharge Collected were different jnderthe columns titled AS 43.55.230(b)

Calculation and Response Fund.

MR. STASTNY said the Response Fund figure is an amount appropriated by
the Legislature annually. However, the state continually collects the surcharge
(reflected in the AS 43.55.230(b) Calculation column) even though it has not yet
been appropriated by the Legislature.

CRAIG TILLERY, Department of Law, explained the process for
reimbursements of Exxon Valdez settlement monies to the Fund. He testified
that Exxon is required to pay $800 million in settlement money. Of that amount,
the state and federal governments are entitied to take their reimbursements
from certain Exxon Valdez oil spill related expenses. The remainder goes into
the Exxon Valdez Trust Fund where it is spent under the direction of the joint
federal and state trustees. The governments determine what their restoration
needs will be for a given year, then look at how much will be left ower and from
that, take the aopropriate amount due

That money does not go through the Trust Fund but straight to the governments
via the General Fund. The money being reimbursed from the Response Fund
goes into the Mitigation Account from which the Legislature may, as it always
has done, appiopriate it back into the Response Fund.

Senate Resources -4- November 19 1993



He pointed out that under the proposed hill, the money would go to the Oil &
Hazardous Substance Release Contingency and Abatement Account
(OHSRCAA) from which the commissioner may spend money. He views this as
bypassing the process of legislative appropriation of the money into the
OHSRCAA which could be viewed as setting up a dedicated fund. He
suggested the committee explore the possibility of running the money through
the Mitigation Account, then allowing the Legislature to appropriate it into the
OHSRCAA,

MARIA GLADZISZEWSKI, Legislative Research Agency, reviewed her
memo dated 11/18/93 in response to questions posed by Senator Miller. The
first asked for the current balance in the Spill Response Fund and the
emergency spill reserve. She said the committee heard from Mr. Stastny
regarding the balance of the fund and referred to the flow chart (Table One)
attached to her memo. She also referred to Table Two in the memo which
explains the process discussed by M. Tillery regarding reimbursements.

The second question asked if a legislative appropriation to the emergency spill
reserve is considered an expenditure for the purpose of AS 4355.230()
(suspension and reimposition of the $0.05/l surcharge). She referred to a
memo by Mr. Breck Tostevin, Department of Law, which concludes that money
appropriated to the spill reserve is not considered an expenditure for the
purpose of calculating whether to suspend the surcharge.

The third question askrd for (1) the current status of the Exxon Valdez
settlement reimbursements to the State of Alaska and the Response Fund, (2
the amount that h?] been reimbursed so far and (3) how much is likely to be
reimbursed in f,.e future. A detailed response is contained in Ms.
Gladszizewski's memo.

JACK CHENOWETH, Legislative Legal Services, gave a sectional summary
of SB 215
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The principal changes occur with respect to the structure and objects of
expenditure of the Oil & Hazardous Substance Release Response Fund. It is
divided into two accounts; the Release Contingency and Abatement Account,
and the Catastrophic Oil Release Response Account.

Section 25 identifies the division of the current fund into two accounts.
Section 26 identifies, by name, the two accounts.

Section 27 1s a drafting change to reflect the fact that the Fund is divided into
two accounts.

Section 28 adds in the proviso that equipment that can be used at the
substance response depots may be purchased out of the Fund and that the
current authorization of expenditure for marine ferries is to be repealed.

Section 29 discusses the composition of the Oil & Hazardous Substance
Release Contingency and Abatement Account (OHSRCAA); Section 30
discusses the composition of the Catastrophic Oil Release Response Account
(ChOIRRA) and essentially requires what is currently required of the Fund as a
whole.

Section 3L makes changes in what the two accounts may be used for. The
Catastrophic Release Account may be used for major oil releases; the
Contingency and Abatement Account is used for events that fall short of
catastrophic or threatened catastrophic oil releases.

Sections 32 and 33 are companion measures which both discuss what the
Governor may do with the balance of funds in the Catastrophic Release
Account. Following the passage of Senate Bill 90in 1993 Section 32 is no
longer necessary in SB 215and Section 33 would become the operative
section.
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Section 34 speaks to the use of monies from either account and requires a
specific appropriation for most purposes except for immediate response action
currently authorized in law.

Sections 8and 3b reflect the division of the Fund into two accounts.

Sections 42 and 43 reflect revisions of definition of the terms "release” and
"threatened release."

Sections 36 and 37 make conforming changes.
Sections 1 4 6 7and 41 make reference to the renamed accounts.

Section 5 refers to the two accounts and touches upon grants to municipalities
for disaster emergencies.

Sections 44 and 49 reflect changes in the definition of “catastrophic oil
discharge” in an effort to explain that definition's applicability.

MR. CHENOWETH summarized that all the above sections make changes
that reflect the fact that the current 470 Fund would be divided into two
accounts, and the purpose of the accounts would differ in that the Catastrophic
Release Account would be used for major oil releases, and the Contingency
and Abatement Account would handle other purposes spelled out in the bill
revisions.

Sections 9through 16 reflects a revision in the oil &gas conservation
surcharge, or nickel-per-barrel surcharge. This would be replaced by two
surcharges, one at three cents and one at two cents. The .03 levy is deposited
into the Catastrophic Release Account and is subject to suspension or
termination when the halance of the fund reaches $60 million. The .02 levy is
i;leposited into the Contingency and Abatement Account and continues without
imitation.
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Section 3B reassigns the Oil & Hazardous Substance Response Corps to DEC.
Section 3 transfers responsibility for maintaining the response depots to DEC.

Section 46 moves the State Emergency Response Commission from DEC to
DMVA,

Section 5L holds harmless the terms of persons serving on the Response
Committees despite the agency transfer.

Sections 2and 3address the Governor's authority to declare disaster
emergencies.

Sections 32 and 33 make changes that relate to the Governor's use of money in
the Oil and Hazardous Substance Release Prevention & Response Fund in the
face of a disaster emergency.

Sections 17and 18 make conforming changes.

Sections 19and 20 make changes in the statewide prevention and contingency
master planning process.

Sections 22 and 23 make changes in the regional prevention and contingency
master planning process and eliminate the Oil & Hazardous Substance
Response Office's ability to conduct spill technology research.

Section 24 amends the definition of “catastrophic il discharge” to include the
declaration of a disaster emergency by the governor.

Section 40assigns the Ol & Hazardous Substance Response Office the
authority to contract to provide personnel for certain release related work.
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Sections 43 and 45 revise the definition of "threatened release."

MR CHENOWETH suggested that some technical drafting changes should be
considered to “clean up" the bill based on action taken during the first session of
the 18n Legislature before reporting the measure from committee.

MEAD TREADWELL, Deputy Commissioner, Dept, of Environmental
Conservation referred to a draft package submitted to the Committee entitled
"DRAFT 11/12/93 Principles for Consensus on the Response Fund Funding."”
He emphasized the Department's desire to work with all interested parties in
maintaining a strong spill response program. He also emphasized that DEC
does want to build and maintain a $60 million spill reserve and believes that will
be achieved this year. Finally, he pointed out that DEC agrees that greater
equity should be achieved in funding sources for the non-crude and hazardous
substance prevention and response aspects of the program.

The Department's strategy is to look at other ways to expand response fund
sources including cost recovery. The fund is owed approximately $30 million
from Exxon Valdez expenditures and DEC estimates the recovery schedule on
page 6of the draft. DEC is also increasing, in cooperation with the Department
of Law, cost recovery efforts,

Damages and fines currently collected by the Mitigation Account could possibly
be figured in when determining suspension of the tax.

Fees to be paid by non-crude facilities for contingency plan review, as well as
fees for financial responsibility submissions, could be imposed. Loading fees
as a source of UST funding has been discussed. Substitution of General
Funds, including ..iterest on the spill reserve and use of other tax revenues,
were suggested as other possible funding sources to cover the program.

Suggestions regarding the surcharge include: 1) amending the tax law to reflect
that the tax is collected when the balance of the fund, less obligations
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appropriated by the Legislature or spent from the spill reserve, is less than $60
million and 2) adopting an incentive clause stating that the tax will not be
collected in such a year unless other named sources are also appropriated to
the fund.

DEC has reviewed methods to further limit fund expenditures including: removal
of full funding for the SERC hy making an all-hazards SERC, repeal of the
provision that allows ferries to be huilt with the Response Fund, and requiring
review of expenditures by a hody such as the SERC in case of spill prevention
and response plans, and the HSSTRC in case of research.

MR. TREADWELL asked that if the committee goes forward with the
legislation that it review page 6 of the draft package regarding fund availability if
the surcharge is split. He also discussed related options which are outlined on
Page 7of the package. Page 8shows a spreadsheet projecting various
expenditures and ways the program might continue through the year 2000

[THE TESTIMONY OF MR. CHARLES MCKEE, MS. ARDIE GRAY AND MR.
WALT FURNACE WAS INAUDIBLE DUE TO TAPE MALFUNCTION. A COPY
OF MS. GRAY'S WRITTEN TESTIMONY WAS MADE AVAILABLE AND IS
ATTACHED |

CHIP THOMA, Juneau, testified that the 470 Fund is, for the most part, the
crude and non-crude producers' profits. He stated these producers are behind
the proposed qutting of the 470 Fund. Very large profits are also being made by
the refiners and transporters. He believes anti-trust fraud and price fixing
practices exist in the fuel industry and hopes it will be curtailed. He pointed out
that a recent BLM audit of the TAPS, Alyeska, and the owner companies shows
the management responsibility for serious operational shortcomings is
practically nonexistent. He does not believe any of the owner companies have
taken steps necessary to prevent another large spill, nor have they made the
Improvements necessary to protect communities and river systems in Alaska
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that depend on refined products. He stated this is why the 470 Fund exists, and
should remain, in its present size and form.

RICHARD MULLEN, manager of South East Alaska Petroleum Resource
Organization (SEAPRO), a pollution response cooperative of 39 member
companies, funded by non-crude oil operations, has had concerns for so. le
time regarding the operations of the 470 Fund. SEAPRO helieves the Fund is
not accomplishing what the Legislature intended and they support an effort to
"fix" the Fund so that money is available in the event of a catastrophic spill. A
careful review should also be made of what has been accomplished in creating
a pollution response capability. They feel only a portion of the potential
pollution sources in the region have been passed, through regulation and
statute, to prepare to do a better job of prevention and response. The vast
majority of spills come from unregulated sources and in these cases, no
response is undertaken unless it is done by the Coast Guard. SEAPRO
believes the Fund is valuable, yet it is regionally limited, it targets only a small
segment of the potential global pollution threat, and is not necessarily available
to the public. The Legislature should look at wh* tis available and determine
methods to make hetter use of those sources to protect the general public.

SENATOR MILLER said the committee will take up SB 215 within the first or
second week of the next session, work with concerned parties, and try to move it
out of committee before the end of the first month.

SENATOR MILLER adjourned the meeting at 300 p.m.
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TESTIMONY OF THE
ALASKA OIL AND GAS ASSOCIATION

OIL & HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND
SB 215/HB 238

| am Ardie Gray, Public Affairs Manager of the Alaska Ol and Gas Association (AOGA).
AOGA is a non-profit industry trade association. Its 18 member companies account for
the majority of ail and gas exploration, production, refining, marketing and transportation
activities in Alaska.

AOGA appreciates the opportunity to testify on several issues related to the Qil and
Hazardous Substance Release Response Fund (“470 Fund"),

As AOGA testified at the House and Senate Economic Task Force Mini-Summit hearing
and House Resources Committee hearings earlier this year, our industry considers tax
stability an important element for an economic climate to encourage industry investment
in Alaska projects. We also identified, as a paricular industry concern, appropriations
from the 470 Fund which do not serve the purpose for which the Leglslature Imposed a
nickel per barrel tax on production in 1989

After the Valdez oil spill, the Legislature levied this nickel per barrel tax for the purpose of
accumulating 50 million dollars in a fund for emergency oil spill containment and
cleanup. The original intent of the nickel per barrel tax was that it be used for emergency
response and preparedness only. Four years later, more than 110 million dollars in new
taxes have been collected from the ail industry for the Fund.

Most of that money has been spent. Over the past four years, money has heen
appropriated from the 470 Fund for things like cleaning up state campgrounds, state
airports, privately-owned greenhouses, and buying new ferries. These may be important
concerns, but they are not oil spill emergencies.
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BUDGET APPROPRIATIONS:

As the Governor's Organizational Efficiency Task Force Summary Report stated in June
of 1992 "the liberal use of the Fund appears to ba driving up total state spending with
little concern for efficiency.”

The original fiscal notes from the 1989 and 1990 sessions, according to a recent report
by the Prince William Sound Regional Citizens Advisory Council (RCAC), projected
annual expenditures from the 470 Fund on the order of 5to 8 million dollars per year.
Expenditures have now grown to levels significantly higher than that.

It is also very clear that the 470 Fund was never intended to fund one-third of ADEC's
operating budget.

The current Legislature should be commended for the efforts undertaken during the 1993
session in an attempt to make 470 Fund appropriations more consistent with the original
purposes of the Fund when the tax was enacted. It was particularly significant that the
Legislature chose to end funding for environmental activist organizations to undertake
activities such as hiring former legislative aides, and rejected a proposal to expand Fund
uses for something called an “international increment." While significant progress was
made, more changes are necessary.

ACCOUNTING PROBLEM:

Two new issues relating to accounting for money in the 470 Fund arose during legislative
debate last session on HB 238 The first problem relates to how the balance in the 470
Fund is calculated.

AS 4355230 requires that:

"not later than 30 days after the end of each calendar quarter, the commissioner of
administration shall determine the cumulative total of money

(1) that has been deposited through the calendar quarter into the general fund
under AS 4355210 (the nickel per barrel tax);
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2) expended through that calendar quarter from the ol and hazardous substance
response fund established in AS 46.08.010 (the 470 Fund)."

The commissioner of administration is then required to:

"within 15 days of making the determination required by this section, the
commissioner of administration shall report to the commissioner (of revenue) the
difference between (a)(1) of this section and the amount determined under (a)(2)
of this section,

If the commissioner of administration reports that the difference determined by this
section equals or exceeds $50,000000, the commissioner of revenue shall
suspend imposition and collection of the surcharge levied and collected under AS
4355.200"

To our knowledge, despite the statutory requirement that this be reported every quarter,
this formal report was issued for the first time on April 2 of this year. The issuance of this
first report was very disturbing to our industry. The report showed that the 470 Fund
actually carried a NEGATIVE BALANCE OF 12 MILLION DOLLARS!

This effectively meant that our industry would have to pay an additional $62 million
dollars in nickel per barrel taxos before the 50 million dollar cap originally intended for
the Fund would be reached.

The second accounting problem relates to the money accumulated in the emergency
spill reserve. The question is whether this money actually counts toward the $650 million
cap on the Fund.

In order to maintain an emergency spill reserve, each year in the front section of the
operating budget the Legislature has appropriated money to an emergency spill reserve
fund AQGA believes the intent of the Legislature is to be fiscally responsible, while
addressing the constitutional prohibition on dedicated funds.

The problem created by this separate appropriation is whether this money has been

"expended"” from the 470 Fund. If this appropriation is an "expenditure” then it does not
count toward the $60 million cap on the Fund.
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This issue was first raised by the Legislature Research Agency when they reported
earlier in the year that the 470 Fund halance was only 100thousand dollars. ADEC has
taken a differing view, asserting that this monoy has not been expended. In either case,
this statute is in need of clarification.

SPLITTING OF THE 470 FUND:

Given all of the confusion over what the balance in the 470 Fund is, whether
appropriations to the spill reserve are considered "expenditures”, and the differing views
over what are appropriate uses of the money in the 470 Fund, AOGA believes it is
necessary to look at a new approach to the Fund.

For this reason, AOGA strongly supports the proposal in SB 215 and HB 238 to split the
current nickel into two funds; a 2 cents per barrel "oil spill preparedness account”, to be
funded through a permanent 2 cents per barrel tax, and a 3cents per barrel "catastrophic
oil discharge account."

This proposal is a "win-win" opportunity for all interested parties for several reasons:

First, it will provide for the $50 million cash emergency fund originally envisioned in 1989
— Undiluted by other environmentally-related expenditures. The new proposal would
ensure that there was a separate and secure independent source of $50 million
available to the state and local communities in case of an emergency. To provide initial
money for the "catastrophic oil discharge reserve account”, AOGA believes it is essential
that the balance in the current ail spill emergency reserve fund be transferred to the new
account.,

Second, the permanent 2 cents per barrel tax would go into an "oil spill preparedness
account", ensuring a permanent and secure source of funding for state prevention and
preparedness programs as long as ail is being produced in Alaska. The 2 cent per barrel
tax would provide over $10 million per year, more than the $5-8 million originally
projected. While this is somewhat less than is currently being spent on operating
programs from the 470 Fund, it should also be noted that ADEC has indicated that long
term operating costs for prevention and response programs will decrease once initial
"startup costs" have been incur.ed.
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Third, it will provide some form of tax certainty for the industry. The current hidden tax
policy will be eliminated. Industry will continue to pay the 5cents per harrel tax until the
"catastrophic oil discharge emergency reserve account” reaches $60 million, with a
permanent 2 cents per barrel tax being paid after that time. No more guessing games as
to when, or if, the current temporary tax would be suspended.

Fourth, and most important, this legislation will provide certainty for Alaska's citizens.
The public will know that there is a $60 million fund sitting there in case of emergency,
and only in case of an emergency. The public will also know that there is a fair and
secure source of guaranteed funding available fcr the state's prevention and
preparedness programs.

UNDERGROUND STORAGE TANKS:

A major subject of legislative dehate in recent years has been funding for the state's
underground storage tank cleanup assistance program. Legislation has been proposed
to tap the 470 Fund to pay for the program and the Legislature has used the 470 Fund
Mitigation Account to pay for the program jring the last two sessions.

As AOGA has previously testified, we do not believe it is appropriate to use the state's
supposed oil spill emergency fund tc pay for this program.

However, AOGA does support continuing the policy of using mitigation account
reimbursement money tc fund the state's share of the underground storage tank cleanup
assistance program. With future Exxon Valdez settlement reimbursement payments
flowing into the mitigation account, there should be ample funding available for the

underground storage tank program.
PUBLIC OPINION:

Finally, | would like to share with you the results of some recent public opinion survey
work conducted by Dittman Research for AOGA.

In September of this year, Human Research conducted a statewide survey of 516

residents in 55 Alaska communities. We asked three questions related to the 470 Fund,
with the following results.
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1 "After the Prince William Sound ail spill, Alaska's state Legislature established a
special tax on the oil industry of 5 cents per barrel to go into an emergency
response fund to be available to respond to future spills if necessary. The goal
was to build the fund up so that 50 million dollars would be available, then
eliminate the tax. Do you favor or oppose this goal?"

Favor 86%
Oppose  12%
Unsure 2%

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

Stay there  79%
Be spent 1%
Unsure 2%

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

Disapprove 71%
Approve 2%
Unsure %
CONCLUSION:
The 470 Fund is broken and it must be fixed. AOGA believes that SB 215 and HB 238

will provide the appropriate fix - one consistent with the desire of Alaska's public to have
an indepenJent emergency spill reserve fund.
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