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ACTI ON NARRATI VE
10: 07: 14 AM

COCHAIR WELECHOANBKI called the Senate Resources Standing
Commttee nmeeting to order at 10:07 a. m

Overview Status of Alaska's oil spill preparedness and response
capability

10: 07: 45 AM

CO CHAIR W ELECHOWSKI said the idea to hold a neeting to assess
Al aska’s oil spill preparedness and response capability arose in
the wake of the Deepwater Horizon spill in the @ulf of Mexico
In light of that disaster, it seens only prudent to exan ne
Al aska’s |aws, regul ations, policies, and budgets to ensure that
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we have the best possible regulatory structure in place. Al aska

has billions of barrels of oil and trillions of cubic feet of
natural gas sitting on the Quter Continental Shelf (OCS) in
Al aska and on state and federal |ands onshore. |f we cannot

convince the federal governnent that we have the strongest
regul atory structure and response capability in place we wll
not be able to see those | ands opened up for exploration.

He said that both he and Senator MQ@iire are both strong
supporters of additional oil devel opnent in Al aska, both on- and
of f-shore. O 1 production produces roughly 85 percent of the
state’s unrestricted revenue, providing funding for education,
public safety, roads, and other essential services. Yet,
production is declining. The Trans-Al aska Pipeline (TAPS) once
carried 2.1 mllion barrels of oil every day. It is now down to
671, 000. He said:

This reality nust lead us all to ask if we are to
encourage nore oil production in Al aska, how can we
ensure that it is done in the safest way possible. How
can we mnimze inpacts on other industries and
aspects of Al aska s econony, on our fish and wildlife?

CO CHAI R W ELECHONBKI said they had assenbl ed four expert panels
to help answer these critical questions. He thanked each of the
panelists for participating today and thanked them in advance
for any recomendations they mght provide that will help ensure
that oil devel opnment in Al aska proceeds in the |east risky, nost
sust ai nabl e manner possi bl e.

CO CHAIR W ELECHOWSKI asked Co-Chair MQ@iire if she had any
openi ng t houghts.

10: 09: 16 AM

CO CHAIR MC@AUI RE echoed Senator Wel echowski's sentinments that
they wanted to give tine for the experts in the GQulf to contain
the oil spill so that these hearings wouldn't be a catalyst for
nore controversy, as well as the fact that sone of the experts
woul d have been busy responding to it. She said that she | ooks
forward to a future where Alaska continues to do it the very
best, and Prudhoe Bay is that world class exanple of how
resources can be developed in an environnentally sound way.
Al aska is held out across the world as a gl obal |eader; and we

want to be a nodel for OCS devel opnent as well. The OCS is nuch
different than what is being dealt wth in the @lf; it is
shal l ower-only a couple hundred feet in sone cases, it has

Arctic ice and whale mgration, and indigenous popul ations that
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depend on that very delicate region of the world. Al aska wants
to do it right. She and Senator W el echowski hoped to create a
base foundation today for continued dialogue wth industry and
with the executive branch. The panel idea is a good one as they
don't want to go forward with one thenme. They tried to create a
fair and bal anced process to allow each discussion to take place
divided into industry, environment, conmunity and the agenci es.

She recogni zed Representative Craig Johnson in attendance.

CO CHAIR W ELECHOASKI announced that the industry panel would
have three presenters: Mrilyn Crockett from AOCGGA, followed by
Becky Silves of ConocoPhillips, and Pete Slaiby from Shell
Al aska. Each panelist would have about 10 mnutes to provide
their assessnent of Alaska's oil spill preparedness and response
capability and offer any recommendations for inproving it.

10: 12: 31 AM

MARI LYN CROCKETT, Executive Director, Alaska GOl and Gas
Association (AOCGA), said this is an appropriate first step to
havi ng an ongoi ng di al ogue on this issue.

M5. CROCKETT said her presentation would be focused on the
i nportance of prevention in terns of oil industry operations and
capabilities currently in place for responding to a spill if one
does occur.

She said the State of Alaska has long been recognized as the
| eader in oil spill and hazardous substance spill prevention and
response |laws and regulations. A |large nunber of personnel were
depl oyed from Alaska to assist in the Qulf of Mexico response
She st at ed:

* Prevention is the key. The AOGCC is the agency that is
responsible for the "down hole" activities; they regul ated
the oil and gas industry on blow out prevention equipnent
( BOPE)

« AOGCC requires BOPE be tested:

— No greater than every 14 days for devel opnent wells
— Every 7 days for exploration wells & workover wells

e 98 percent conponent pass rate for BOPEs over the past four
or five years

* Since 1968, 7 blowuts from 5,000 wells drilled on the
North Sl ope (last occurrence 1994)

e Since 1962, 4 blowouts in Cook Inlet (last occurrence 1987)

* Al were fromloss of control in shallow gas zones

* None resulted ininjuries or oil spills
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10: 16: 39 AM

M5. CROCKETT said the State of Alaska has 19 approved Primary
Response Action Contractors. Cook Inlet has a spill response
agency called CISPRI; Prince WIIliam Sound has Al yeska and SERVS
as well as the individual tanker owners; and Al aska C ean Seas
(ACS) for the North Slope. These organizations are all in place
in addition to the responsibilities of the individual conpanies.

She said the Alaska C ean Seas has been around for nore than 30
years and started off as ABSORB and was reconstituted froma co-
op to a response action contractor in 1990. It is responsible
for providing personnel, equipnment and spill response training
in preparing for and cleaning up oil spills. The nenbership
enconpasses conpanies operating on the North Slope and in the
Arctic offshore (OCS); they have 78 full-tinme personnel as well
as a great nunber of trained responders available via NSSRT,
ACRT and VRT.

ACS inventory that they maintain and operate on behalf of ACS
and the conpani es operating on the North Sl ope includes:

e $50 million in inventory

» 287,184 feet containnent boom

e 160 skimers (over 19,000 bbl s/ hr)

* Eight heli-torch aerial ignition systens

* 94 vessels

e Two 128 barrel and twelve 249 barrel mni barges

M5. CROCKETT said ACS provides extensive training not only to
its own personnel, but also to others on the North Slope in 580
Classes in 2009 with 7,310 trainees, and 29,913 student hours.

ACS is a leader in research and developnment and has been
actively participating in R& since the early 1980's. They
participated in the SINTEF program for oil spill response in ice
infested and Arctic waters. They are in the process of updating
the Tundra Treatnent Manual in connection with the Departnent of
Envi ronnental Conservation (DEC) on treatnment of Arctic tundra
as a result of a spill as well as airborne ground-penetrating
radar to detect oil under ice.

She said that any change to the state's requirenments need to
wait until the federal efforts are conpleted. It wouldn't be
useful for the state to create its own wheel wthout know ng
what the federal baseline is going to be initially.

10: 20: 46 AM

SENATE RES COW TTEE - 6- Sept enber 21, 2010



REPRESENTATI VE GATTO asked how rmuch noney it costs to purchase
and install a blow out preventer.

MS. CROCKETT answered that she didn't know.

REPRESENTATI VE GATTO asked if it's possible to stack them so
that the failure of the first one could default to the second
one.

M5. CROCKETT indicated yes; and said that would be covered in
t he next presentation.

REPRESENTATI VE GUTTENBERG said the Alaska Departnent of
Envi ronmental Conservation (DEC)ADEC had a couple of prograns,
the GAP analysis was one, that took a couple of years to
organi ze, but the national acadeny shot it down because industry
wasn't participating. He hoped they would do a better job in the
future, because at the end of the day both industry and
governnent would have a |lot of responsibility. Clearly
prevention cones first, but the public expects a quick response
to a spill.

M5. CROCKETT responded that she disagreed with his point that
the industry wasn't cooperating. They were very interested in
cooperating, but the scope of the risk analysis was too big for
the nethodology that was developed. The data requested would
have filled this room and the roons next door and it would not
have been useful to the contractor. So, the project was reduced
and industry has been cooperating. She didn't know the status of
the reports.

10: 25: 57 AM

BECKY SILVES, House Safety and Environnment (HSE), Alaska Drills
and Training Coordinator, ConocoPhillips Al aska, said the focus
of her testinony would be on their offshore exploration plans
for the Chukchi Sea as well as their spill prevention for those
activities. ConocoPhillips has 40 years of operating experience
in the Alaska Arctic as well as experience in other high
| atitude areas such as Norway. Their Chukchi prospect is about
80 mles offshore; the first well is planned for no earlier than
2012 and nost likely will happen later than that given ongoing

unresolved litigation and regul atory uncertainties.

In order to focus their prevention activities ConocoPhillips has
to understand the environnent they are operating in. They have
and will continue to do the pre-work in order to conduct safe

exploration activities; they have worked with scientists from
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the University of Al aska Fairbanks, as well as industry partners
with Shell and Statoil, in order to inplement an integrated
environmental studies program This program has given them
insight to the various species living in their prospect area and
the physical oceanography that wll affect their exploration
activities - such as air tenperature, wnd direction and
strength, wave height, ocean currents and ice profiling.

They plan to drill their exploration wells during the open water
season, whi ch on aver age S from md-July t hr ough
Cct ober/ Novenber and they plan to drill where there is a history

of no ice. However if there is ice, they have devel oped a system
for managing and responding to ice in the area. Their ice alert
system which requires approval from the Bureau of Ocean Energy
Managenent, Regul ation and Enforcenent (BOEMRE) is a systematic
procedure in order to mnmanage ice that conmes in to their
operating environment. The Kkey to the system is detection
ability, which includes using satellite tracking that provides
pictures to the five neter resolution. They are actively
gathering data on ice novenent in order to predict the Ilength of
time wuntil ice comes into their drilling area. Physica

managenent of the ice will include the use of two ice breakers
as well as tactics such as pulling the ice away fromthe area.

She provided a slide of shallow water wells with relatively

shallow formations that helped illustrate how much flexibility
they have in drilling. They can use either a jack up or a
floating drilling vessel. Because of the shallow water, blow out

preventers |ocated on the subsea can easily be accessed by
divers. Furthernore, a well was previously drilled by Shell on
their prospect site which gives them know edge about the
geol ogi cal and pressure characteristics there.

M5. SILVES said ConocoPhillips' focus is prevention, but they

will have a BOEM approved spill response contingency plan that
includes on-site dedicated spill response personnel and
equi pnent, which will for an inmediate response to a Chukchi
i nci dent.

10: 29: 51 AM

Their spill response strategy is to maintain oil spill response
vessels and a recovered oil storage tanker in the area of the
drill site. ConocoPhillips is planning a near shore barge to

store additional response equipnment on the water in order to
have a ready and nobile response fleet able to contain and
recover oil that comes towards the shoreline. Furthernore, they
have developed a shoreline protection plan that identified
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priority protection sites along the entire Chukchi Coast wth
protection and recovery strategies and tactics for each site.
Enmergency preparedness is a part of their culture at
ConocoPhillips, and this contingency plan is being devel oped
from their experience of operating on the North Sl ope, Cook
Inlet, and Prince WIIiam Sound.

M5. SILVES said training their responders to execute the
contingency plan is also one of their dedicated efforts, and it
is definitely a focus for their current operations. They do this
through table-top scenarios, equipnment deploynment drills, and
| arge-scale integrated exercises. They have already begun
conducting training and table-top scenarios for their Chukchi
oper ati ons.

In addition to their drills and training program they are also

actively engaged in research and developnent for oil spill
response. ConocoPhillips has been participating in R& projects
that ook to inprove spill detection and oil nonitoring, that
assesses environnental saturation effects on spilled oil, and

enhance and develop response technology. Specifically in the
Arctic, they are working on projects simlar to ACS's such as in
situ burning, fire boom testing in Arctic conditions, GS and
trajectory mapping, viscous oil punping and nechani cal recovery
t esting.

M5. SILVES said ConocoPhillips is also a nenber of a nulti-year
joint industry programfor oil spill response for Arctic and ice
covered waters that ended |ast year. The project nanaged by
SINTEF is one of the largest independent research institutes in
Europe; it is a consortium of Norwegian, US governnments and
i ndustry partners across the globe working with sone of the
world's experts on oil spills. They uncovered i nportant
knowl edge and devel oped new solutions for oil spill response in
i ce-covered waters.

10: 31: 58 AM

The next program of this nagnitude is being planned through an
Arctic G| Spill Response Task Force under the International
Petrol eum | ndustry Envi r onnment al Conservati on Associ ati on

(IPPFTECA) and the International Association of GOl and Gas
Producers (OGP). Their goal is to launch this programwthin the
first quarter of 2011.

REPRESENTATI VE GATTO asked if the five-neter resolution is
through a satellite.
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M5. SILVES answered yes; and it is able to see through clouds
and weather - within five nmeters of their prospect area.

CO CHAIR WELECHOANSKI  asked her talk about some of the
particular challenges they have in icy waters in the Beaufort
and Chukchi Seas that they mght not have in the @lf [of
Mexi co] .

M5. SILVES replied that there is no ice in the Gulf of Mexico,
and ConocoPhillips is planning to drill in open water. So the
environment and its challenges will be very simlar during their
expl oration season.

10: 33: 51 AM

CO CHAI R W ELECHOWSKI asked if there was a spill in the Chukchi
and Beaufort Sea in the winter with ice, what kind of challenges
woul d that present to a cleanup

M5. SILVES answered that access to the spill wuld be a
chal l enge, but she enphasized that they are not planning to
drill in the Chukchi Sea during ice conditions.

CO CHAIR WELECHOMNSKI said he wunderstood that, but once the
wells is wup, if there were an incident in ice covered
conditions, does sonething additional need to be done. Wat do
ot her countries do?

M5. SILVES replied that they are over 10 years away from that,
and nultiple public review sessions and where technology could
change over tine. Their focus right now is looking at an
expl oration well.

10: 35: 20 AM

CO CHAIR MCQUI RE said they are |ooking forward to connecting one
or both of these projects up with the TAPS; and right now they
are assessing open-water season exploration activities and
maki ng sure we have the best response capabilities there. The

next part (having been bifurcated) is what wll have to be
considered wth full production. She asked if there is any
chance that an ice flow will cone in even in md-July, and what
ConocoPhi | I'i ps has done to consider that shoul der season.

M5. SILVES answered that is part of what they are using their
satellite detection for now.

REPRESENTATI VE GUTTENBERG asked who they are partnering with now
for tracking ice.
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MS. SILVES replied that she wasn't as famliar with that area of
their work, but she would get back to him

10: 37: 55 AM

REPRESENTATI VE GUTTENBERG said there is a total Jlack of
infrastructure on the North Slope, and asked where they would
put workers if they needed to be up there for a spill or an
acci dent.

M5. SILVES answered that their logistical planning is ongoing

for the Chukchi operations and they are still a few years away
from exploring there. Some initial thoughts go back to "float
hotel s" that were used during the Exxon Valdez spill that housed

responders on the water.

CO CHAIR MCGU RE said they would have two nore hearings during
the Interimthat will focus on things like different aspects of
infrastructure. On Cctober 1 the Northern Waters Task Force w |
meet and the premse is to discuss whether or not the Coastal
Zone Managenent Program should be changed; another part of it
will be about infrastructure. They also fornmed the Arctic caucus
through PNWR that is neeting in Decenber in Barrow to assess
infrastructure in the Arctic in general.

10: 40: 05 AM

REPRESENTATI VE GATTO recalled that she said ConocoPhillips' BOP
was accessible by divers at about 150 feet, but that is probably
at the outer limt of a diver's ability to function. He asked if
they had access to renote vehicles |like the ones (ROBs) that
were used in the @lf of Mexico or can't they be used in the
Arctic.

M5. SILVES answered that all possibilities for their exploration
activities would be | ooked at.

10: 41: 05 AM

PETE SLAIBY, Vice President and Ceneral Manager, Shell Al aska,
said he wasn't an expert in oil spill response, but he has
experts behind him that he could call. He said they have 137
Beaufort |eases - $84 MIlion, 275 Chukchi leases - $2.1 Billion
for a total investnent in Alaska to date of $3.5 Billion. It has
provi ded hundreds of mllions to Al askan conpani es and of fshore

servi ce providers.

He said Shell likes the offshore and has been involved there in
over 50 years of being in Al aska. They have drilled four of the
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five wells in the Chukchi Sea in the 1990s; and 12 of the 90
wells drilled in the Al askan portion of the Beaufort Sea and
partnered in another 7. They drilled 33 exploration wells in
Al aska (not counting what they did in Cook Inlet in the 1960s)
of 32 of them were offshore.

10: 43: 54 AM

He said they had a fairly successful 3-D seismc acquisition in
the last three years with USGS estimates of 25 Billion barrels
of oil and 120 TCF of gas in the Al aska Arctic. So when you | ook
at OCS, it 1is material. The only other area wth nore
hydrocarbons would be the Deepwater Gulf of Mexico (GOM COCS)
with around 44 billion barrels of oil. Al aska offshore exceeds

all the East/Wst Coast OCS resources conbined. It could provide
35,000 jobs per year for Alaska over a 50-year period; and about
$72 billion in payroll. It will extend the life to the TAPS and
has a real capability to open up the NPRA (wth a pipeline from
t he Chukchi Sea).

MR. SLAIBY said they don't want to ever have a blow out, so they
put a huge effort into prevention. He described their view of
the world as a bowtie; everything on one side is prevention and
where you spend a huge anount of tine; the event is the knot in
the tie; and then the other end of the tie would be the
response. Truly successful conpanies are always ready for the
response and Shell is one of these. They spend a Ilot on
prevention which doesn't get a lot of air play.

10: 47: 24 AM
MR. SLAI BY said they have four phases:

Phase | — Proper Planning, Drill Well on Paper (DWOP) workshops
risk identification, training, routine drills on rig (bop tests,
pit drills, trip drills)

Phase Il — Early Kkick detection and Kkick response procedures.
continuous nonitoring, response, including use of rtoc (shut
down punps — flow check — shut in — kill well)

Phase 111 — Mechanical barriers basically blow out preventers

(tncluding at least two special arctic barriers), testing and
i nspection criteria in place to ensure conpetency

Phase IV — Loss of Control — relief well operations, contingency
pl ans in place for the worst case scenario

One of the things they have commtted to doing by 2011 is

putting a containnent system in place that could be deployed in
the Arctic to capture hydrocarbons before they are released. He
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said that Shell already has a system in place that would keep
t he hydrocarbons at their source.

10: 48: 57 AM

MR. SLAIBY said sone of their own assets would be in place, but
sone equi pnent woul d be shared. They have commtted to have this
ready to go for the 2011 season. It has all been avail able since
2007.

He said Shell has a separate c-plan for the Beaufort and Chukchi

Seas; the assets are either under contract or owned by Shell. It
is based on a three tier system very simlar to what
ConocoPhillips just talked about. They view success as not
having a blow out, but the issue will be to keep the oil around

the source if there is one. That has al ways been their plan.

The vessels they have are the ice class Nanug, which is designed
to operate and be deployed within one hour from the start of an
incident. It is presently in Dutch Harbor. On the near shore
they have an ice class barge that is in the Port of Seward. The
equi pnrent has nmet ADEC standards, but nost of it has been
designed to twice the specifications. The wells they are
proposing to build in 2011 would be under the ADEC standards,
but possibly the Beaufort Sea wells would not exceed those
st andar ds.

10: 51: 31 AM

Questions have been raised about what escalation |ooks |ike, and
their response is to be there in an hour. They recognize that
they can keep things at bay for a certain amount of time, but
things have to start very quickly thereafter. He showed a world
chart of other resources (including personnel, |[|odging) that
could be sent up as well. Shell already has quarters up there,
but they would build nore.

He said Shell's c-plan has been through numerous reviews and has
withstood a barrage of litigation from a nunber of different
sources. It has been reviewed and approved by the BOEM M5,
EPA, US Coast Guard, FW5, NWMFS, the North Sl ope Borough and has
been upheld in court. They participate in a nunber the different
studi es that people have tal ked about as well.

In sunmary, he said, Shell's view is that they would be
responsible for any operations in the Arctic. There is no
guestion about that, and they would hold the job of primacy.
Their assets would be ready for any event, Shell or otherw se.
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He said Shell supports the Coast Guard noving into the Arctic
but their role is to run the unified command center (the Coast
Guard didn't collect a drop of oil in the @Qulf of Mxico). The
operators are expected to provide the physical assets, and Shel
stands ready to provide those. He said they have contenpl ated

that Shell will be able to deliver a sane-season relief well
but their primary response would be by the rig that drilled the
well, the Noble Discoverer. To that end, they have purchased a

second set of blow out preventers that would be kept on it.
Qoviously, if you're in a blow out situation, your first set of
bl ow out preventers stay with the well. The second set would
also require the associated casing piping and nud systens.
Besides that they are bolstering their BOPs by putting a second
set of sheer ends in one of the cavities (it's a four-cavity
BOP). The BOPs would have renbote access panels. They had
initially planned for four divers and for renote operated
vehicles, but they are doubling those nunbers to have good
escal ation capability.

10: 56: 20 AM

Shell Al aska agreed to go to seven day testing for their BOPs.
Federal requirenents in the @lf are 14 days. Even though
Al aska's standards are nore rigorous, Shell will adhere to them

MR. SLAIBY said they also have a second drilling unit, called
Kul luk that was recently pulled out of the Mackenzie Delta; and
it is presently in Dutch Harbor. They have always planned on
warmng the rig up regardless of where they are, but they have
agreed to going to the point of activating it. This neans it
will have a marine crew and partial deck crew as wells as a
partial rig crew on board. Their drilling contractor has crews
they keep on standby in North America primarily to work in the
maritime provinces of Canada, but they <could be wused if
nmobi | i zation were required. This asset could be ready to respond
in a nunber of days. This is what they will do until they are

drilling with two drilling rigs in the Arctic Ocean. Wen they
have two floating drilling units in the Beaufort and Chukchi
Seas there will be no need to have a dedicated relief well rig.
The rig that is drilling the second well would sinply stop the
wor k, tenporarily abandon it, and nove over.

10: 58: 22 AM

He said when one | ooks at conplexity, no well is wthout risk.

But these wells are not Qlf of Mexico wells that are highly
pressured at a profound water depth. They believe Shell has the
hi ghest response planning standard and stricter oversight ever
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seen anywhere in the US and the world. He said ongoing
i nvestigations may yield further recommendati ons.

10: 59: 16 AM

CO CHAIR MCGUI RE asked to what extent Shell subcontracts the
operational roles. And is there an agreenent in place to adhere
to the standard?

MR. SLAI BY responded that Shell has a nunber of contractors, but
there is no anbiguity about who ultimately has accountability;
in Alaska; it's Shell. The contractors wll be supervised by
Shel |l people, but they wll have their own house safety and
envi ronmental (HSE) managenment systens that work under Shell's
HSE managenent system They are |linked by a "bridging docunent”
that delineates how their responsibilities flow into Shell's
accountabilities to deliver a well. This process requires
managenent, audit, and revi ew.

11: 01: 26 AM

CO CHAIR MCGUI RE said sone people have specul ated that a nethane
gas bubble mght have contributed to the @lf disaster, and
asked if Shell's c-plan had considered how they would factor
into the bl ow out preventer standard.

MR. SLAIBY answered they are currently clearing drill sites on
Harrison Bank, Shell's area in the Beaufort Sea. They are
required to do a shallow hazard survey that actually seismcally
determines if there is shallow gas or hydrates sitting below a
potential drill site. He can't submt a plan to the BOEM unti
that work is thoroughly done and anal yzed.

REPRESENTATI VE JOHNSON asked what they know about the pressure
and viscosity characteristics of the resource.

MR. SLAIBY answered that they have a nunber of well control
points for their five wells in the Chukchi and 30 wells in the
Beaufort. The wells here tend to be |ess pressured than in the
@Qulf of Mexico, and it's for a nunber of different reasons. One
is that the sedinentation process here happened a lot slower. In
the @ulf of Mexico the Mssissippi River is a source of the
sedi rent and when the biological naterial settled out, there was
a massive anmnount of "dunp" on top of it putting nore and nore
pressure on volatile materials without a chance to escape. As a
result, over time pressure built wup. So, their worse-case
di scharge nunbers in Alaska are smaller than in deep water Culf
of Mexico operations. The bulk of Shell's production is comng
from25 wells with smaller capacity.
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REPRESENTATI VE JOHNSON said both ConocoPhillips and Shell have
indicated a fairly extensive response plan and asked if they are
wor ki ng t oget her.

11: 05: 50 AM
MR. SLAIBY answered that nore and nore cooperation is evolving.
The Coast Guard would direct any incident; Shell would work

t hrough them ConocoPhillips would eventually submt a c-plan
for the work they are going to do. The protocols would be inside
the c-plan, which specify telephone nunbers and radio

frequenci es et cetera.

CO CHAIR WELECHOANSKI said oil spill cleanup is significantly
nore difficult in colder tenperatures and ice-covered waters,
and asked him how he deals with a blow out in the mddle of
January in conpletely ice-covered water

MR. SLAIBY answered there is never a good tine for that kind of
work, but they wll have to work in ice - in areas of the
Beaufort and the Chukchi. Their open water season is md-July
t hrough Cctober 31, so they don't really plan on being out there
in January.

The way they handle broken ice is with ice nmanagenent vessels
that carefully break ice - very gingerly, he explained. They
don't want to add noise into the water. They have i ncidental
harassnment authorizations that they take very seriously and
don't want to obstruct or change routines of marine mammals and
other creatures out there. In an oil spill situation all that
changes. Their c-plan provides ways that they can actually
harass animals to keep them out of the area. In that instance,
they would be setting up areas where they could burn or disburse
or mechanically collect oil.

Dw ndling hours of I|ight becones a factor as well, and their
vessels do have infrared capabilities on vessels and spotter
aircraft. They keep the ice away and use burning, which works
better in the Arctic, because the water is shallower, which
nmeans they can physically anchor their burn boonms to bottom of
the seafloor. The cold tenperature neans that the oil tends to
di sperse less and conbust nore conpletely. Arctic and SINTEF
work actually works pretty well; even in the @Qlf of Mexico
burning worked well. Work is being done in Barrow testing the
toxicity of dispersants on Arctic biota and marine animls. Wrk
is also being done with mcrobes that will eat and absorb the
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oil after the dispersant. Keeping the oil |ocalized and buil ding
a containment done will also benefit Al aska.

11:12:13 AM

REPRESENTATI VE GATTO asked if they need a relief well drilled in
the Beaufort, how they would nove a structure if the ice is 15
ft. thick.

MR. SLAIBY answered they would nove the vessel through open
water, and if it was icy they would rmanage the ice. Three feet
of ice is mnageable with their ice breakers. Cbviously they
woul dn't break through 15 ft. of ice, but he didn't think they
would be out there drilling in 15 ft. of ice during the
exploration phase. Under normal circunstances in the Beaufort
they are not going to tell their ice managenent vessels to break
ice because of the noise it would create in the water. |f they
had a blow out in those conditions, they would tenporarily
abandon the well and bring the rig, which has an ice breaker and
handl er dedicated to it, into play. They wouldn't work through a
15 ft. ice pack; they would work south of it.

REPRESENTATI VE GUTTENBERG asked if the plan would be the sane
for a production well.

MR. SLAI BY answered that would be different. The structures they
will put out there would be drilling year-round 24/7. They woul d
be large concrete gravity-based structures that would have a
| arge amount of containment wthin the structure itself (like
structures they use in the northern North Sea where conditions
are much worse than in the Chukchi and Beaufort in terns of w nd
and waves). It's just colder in the Beaufort and Chukchi Seas.

He also pointed out that while he |ooks forward to devel opnent
there, it is a decade away; and the science they are gathering
now is what they will need to support a |arge developnent. In
the last three years they have spent $50 nillion gathering
science to support the EISs. He estimated that between industry
and the taxpayers they had spent a half billion dollars putting
together the environnental baseline studies that support
exploration drilling.

11:16: 18 AM

COCHAIR MCGQUIRE recalled that the second largest spill in
Al aska was the Selendang Ayu, a freighter, and asked wth
possible trade routes opening up in the Arctic, if Shell would
make its assets available to non-oil industry traffic that cones
through the Arctic that m ght have an incident.
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MR. SLAI BY answered yes; and it's not just Shell; it's everybody
who has these assets. Three of every four barrels of oil he has
pi cked up have been ot her peoples' oil.

CO- CHAI R MC@UJI RE announced a break from 11:18 to 11: 31.
11: 31: 48 AM

COCHAIR WELECHOMSKI called the neeting back to order and
announced that the environnmental panel would testify next.

DR. JEFFERY SHORT, Pacific Science Director, Cceana Al aska, an
international marine conservation organization dedicated to
using science, law, policy, and public input to protect the
worl d’s oceans. Prior to that he worked for the National Cceanic
and Atnospheric Administration (NOAA) and in that role, 1 Iled
numerous studies on the Exxon Valdez oil spill. H's entire
career has been devoted to studying the effects of oi
pol | uti on.

He appl auded the presentations they had just seen and all the
oil industry had done to prevent oil spills in A aska, giving us
t he enornous benefits of those revenues at mnimal environnental
cost, recognizing that they expend a lot of ingenuity and effort
to do that. He recognized that we're on the cusp of mjor
deci sions regarding the environnental fate of the northern coast
of our state.

11: 33: 49 AM

While recognizing all that industry has done, Dr. Short said

there is one fact everyone has to soberly recognize - that every
maj or marine dependent oil region in the United States has had
at least one mmjor unanticipated oil spill. These projects run
for decades once devel opnent begins and it's prudent to expect
if we launch into major devel opnent on the north coast of Al aska
offshore that we wll very likely have another wunanticipated
major spill. No one anticipates these things because they are
al nost al ways uni que because and as a result of human error that
conmbines with an unfortunate set of circunstances that are
i npossible to predict. Don't think in terms of if, but when a
maj or spill occurs.

DR. SHORT said from his perspective the Deepwater Horizon
happened because of an unfortunate conbination of |ax regulatory
oversi ght and response performance plans that are based on ideal
test conditions but that have to be applied under conditions
that were alnost always less than ideal. In the Arctic they wll
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often be far fromless than ideal. And little noticed, but very
important, are the challenges posed by just the differences in
scal e.

He said when they do tests of oil spill response preparedness
they are usually under ideal conditions but they are also small-
maybe consisting of a few barrels. For exanple, when oil |eaked

out of the Exxon Valdez, it created slick at the rate of half a
football field per second for two and a half days. The Deepwater
Horizon was twice that for alnost three nonths. The |ogistica
chal l enges of coping with that rate of slick creation becone
over whel m ng.

11: 36: 38 AM
Currently evidence is scant that we have adequate technology in
place to cope with a marine spill on the North Slope. One

exercise conducted in 2000 resulted in video docunentation that
was far fromreassuring. Cceana made a state records request for
all subsequent field tests and got basically nothing. So, they
are not at all persuaded that the response assets are there for
the north coast.

DR. SHORT pointed out they have very little idea of what they
are risking on the North Slope. A lot nore science needs to be
done to conme up with a credible biological inpact mnmanagenent
pl an. How much science is enough? They need to know what all the
maj or species are that inhabit the region, which currently they
don't; they need enough science to construct a quantitative food
web nodel with conservative basis a credible environmental risk
assessnent. By that he neans a spill has killed this many marine
mammals. How long will it take for the food web to recover?
Third, they need enough science so that they know where the
i nportant ecol ogical areas and sensitive habitats are so that
they can be prioritized.

11:38: 41 AM

The coastal native cultures are also at risk, he said. These
peopl e have lived there for 8,000 years and have a very intimate
relationship with the marine environnment that becone threatened

existentially by an offshore oil spill - because, as they have
seen on the Deepwater Horizon and every other mgjor marine
spill, whenever on happens people becone terrified that the
seafood is no longer safe. In the case of coastal maintenance

this severs the generational |ink between the young and the old
because they no longer trust the food supply to go out and
continue their subsistence way of l|life. And you end up with a
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probl em that noney can't fix and that can't be renedied by any
neans.

11:39:17 AM

He inplored them if they are going forward wth devel oping
of fshore resources on the north coast that they at I|east do
three things: increase fund for science with a nickel a barrel
tax and renmove the $50 million cap. Second, require realistic
response and rescue capabilities and denonstrated technol ogy
under realistic field conditions. Finally, allow for neaningfu

community involvenent so that the decisions don't have potential
devastating i nmpacts on the | ocal residents.

11:40: 55 AM

REPRESENTATI VE GATTO said everyone is an environnentalist.
Everything they do adds sonething to the environnment that
soneone is going to object to.

11:42: 05 AM
DR SHORT said that is why he began his coments wth
recogni zing the efforts and cooperation industry is displaying.

11: 42: 54 AM
REPRESENTATI VE JOHNSON asked him to explain his second point
nore fully.

DR. SHORT responded by referencing the video docunentation of

the field exercise in 2001 to see how oil spill cleanup would
work in the Beaufort Sea; it was not inpressive and far from
reassuri ng. These exercises occur under close to ideal

conditions, which are rarely going to be the case in actual
operations off the north coast of Al aska where it could be
foggy; it could have mmjor stornms, high wnds, and darkness.
Oceana Al aska would |ike to see sone credible denonstration that
response approaches woul d work under those conditions.

REPRESENTATI VE JOHNSON asked if his group had done anything to
devel op a reasonabl e response other than listing criteria.

11:44: 36 AM

DR. SHORT replied that they have recommended that nuch nore
resources go into research; he didn't have the capacity to do
oil spill response research

REPRESENTATI VE JOHNSON said there wll be drilling in the
Arctic, and it mght not be the United States. Soneone else
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m ght not have the sane high standards that we do. |Is he working
wi th Canada, Norway, the forner Soviet Union?

DR. SHORT answered that they are working with those countries -
Chi na, Russia, Norway, and Canada. The US could benefit from a
closer relationship with Norwegian and Canadian comunities.
Much of the Gulf capability came from Canada.

11:47: 38 AM
COCHAIR MCGQUI RE asked if GOceana had |ooked at what other
agencies mght fill the financial gap that is a result of a

decline in production.
DR. SHORT answered that renoving the cap woul d be one way.

CO CHAIR MCGQUI RE asked if they had taken a position on whether
the state should invest in research through its wuniversity
system Part of that discussion cones fromthe need to establish
first hand and | ocal data that is unbiased.

DR. SHORT answered GCceana encourages and endorses the State of
Alaska to broaden its research capability and infrastructure
t hrough the university, especially in collaboration with Norway.

REPRESENTATI VE GUTTENBERG asked what Oceana is and what it does.

DR. SHORT answered that they are an international nmarine
conservation organi zation that tries to conbi ne science, |aw and
policies to effect change in managenent of ocean resources to
the benefit of those ecosystens. They want to make nore fish for
ever ybody.

REPRESENTATI VE GUTTENBERG asked that they don't conduct drills;
t hey just advi se.

DR. SHORT said that was correct.
CO CHAI R W ELECHOWSKI t hanked hi m and introduced Ms. Epstein.

11:50: 16 AM

LOS EPSTEIN, P.E., Arctic Program Director, The WIderness
Society, a national conservation organization with an office in
Anchorage, said she has spent over 25 years, 9 in Al aska,
working on oil and gas technical and policy issues as a
consultant and as an enpl oyee of non-profit organizations. She
has served for many years on federal advisory commttees for the
U S. Departnment of Transportation on oil pipeline safety and for
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the US Environnmental Protection Agency on petroleum refining,
and was one of 15 outside technical advisors on the report to
the President in May 2010 containing recomendations to increase
offshore drilling safety. She was in Houston two weeks ago
speaki ng on a Bureau of Ocean Energy Managenent panel on safety.

As soneone who has conmmented on and utilized Al aska Depart nent
of Envi r onnent al Conservation (DEC) regul ations covering
pipelines and c-plans since 2001 , M. Epstein said she
recogni zed that there are a nunber of good conponents to those
regul ations, and to Alaska O and Gas Conservation Conm ssion
(AOGCC) regulations on wells. The key problemlies, however, in
regul atory inplenentation. Everyone knows that even the best
regul ations are not valuable unless they are enforced
effectively. This is the nunber one problemwth the state’s oil
spill prevention and response program

This past sunmer it becanme clear to nobst Anericans that the
M nerals Managenent Service — the federal offshore drilling
regul atory agency was dysfunctional. One of its biggest problens
was the conflict of interest the agency had in regulating
offshore drilling while simultaneously ~collecting federal
| easing and royalty income. Wthout effective enforcenent of
even the best regulations, what you have is self-regulation
which could lead to worst-case scenarios as it did this sunmmer
in the case of BP's Deepwater Horizon tragedy. Unfortunately,
the State of Alaska has this same conflict of interest problem
in that the state seeks to increase revenue by maxim zing
| easing and production. This neans, in certain instances,
enforcenment mght not be pursued because that would change the
revenue picture.

To many state |eaders, a strong and effective enforcenent
program nmeans that sonme oil conpanies may choose to | ocate where
regul ati ons and/or enforcement are |ooser. Another way to | ook
at this situation, however, is that industry |eaders do not need
to worry about enforcement while industry |aggards woul d choose
not to operate in Al aska. According to a statement nade by a
DEC representative just two weeks ago in Anchorage before forner
Lt. Governor Fran U ner and Co-Chair Bill Reilly of the National
Ol Spill Commssion, the State of Al aska has “zero tol erance”
for oil spills. In reality, though, spills like those fromBP s
North Sl ope pipelines in 2006 which resulted in revenue loss to
the state could have been prevented with an effective state
enforcenent program in fact, those |eaking |ow stress pipelines
were regulated by the state and not regulated federally, which
is true for many gathering lines, flowlines, produced water
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lines, and well piping. In the case of the BP North Slope
spills in 2006, which resulted in revenue loss to the state
could have been prevented with an effective state enforcenent
program The state was the only entity that regulated those
pi pelines not the federal governnment, and there was not enough
preventive enforcenent activity prior to those spills occurring.
So, clearly our zero tolerance did not work in that case.

In 2004, she conpleted a report for Cook Inlet Keeper entitled
“Cops Of the Beat” that identified three types of releases
regul ators should focus enforcenment resources on: high spill
vol unes, repeated spills (which are and indicator of ongoing
problens), and spills to environnentally (and historic or
culturally) sensitive areas. The report also nakes the case for
increased crimnal enforcenment for egregious conduct. Fair,
clear, visible, and consistent enforcenent, including crimnal
enforcenent in egregious instances, 1is critical to a well-
functioning regul atory system

To ensure inproved enforcenent and prevent oil spills, and to
sone extent address the conflict of interest that is inherent at
the state |evel, she suggested that they require DEC and AOGCC
to provide the legislature and the public by the start of the
upcom ng |legislative session with reports of their enforcenent

actions for each of the past five years on oil-spill related
i ssues, along with annual updates. These reports should contain,
at a mnimum information on the nunbers and types of

i nspections, civil and crimnal penalties assessed, a listing of

whi ch operators had enforcenent actions brought against them

and descriptions of any releases or other violations resulting
in enforcenent actions. This way they could |ook at trends, see
whet her enforcement is primarily focused on operators or
i ndi vi dual s.

A second key way to help ensure a well-functioning regulatory

system that prevents oil spills is to support creation and
mandatory industry funding of regi onal citizen advisory
commttees or RCACs, especially for the Trans-Al aska Pipeline
System ( TAPS). These committees, like the Prince WIIliam Sound
RCAC, are the eyes and ears of the public on the ground working
on spill prevention. RCAC funding would support staff that

woul d conduct or supervise public interest research on issues
like pipeline safety. Additionally, creation of RCACs pronotes
ongoi ng dial ogue anong the public, industry, and regulators.
Such entities would ensure ongoing vigilance and prevent the
conpl acency that |eads to problens.
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11: 55: 36 AM

MS. EPSTEIN said she continues to support the foll ow ng neasures
to prevent and mtigate oil spills which | submtted to DEC in
2009 as a package of alternatives to its problematic oil spil
ri sk assessnent process:

1. Create an oil and gas Orbudsman position on the North Sl ope
and in Cook Inlet to receive and act on public and
whi st | ebl ower-identified problens. The Orbudsman position woul d
have funds for field investigations and anal ysi s;

2. Strengthen regul ati ons where needed so Al aska would, in fact,
have the best possible oil and gas regulatory system in the
wor | d. This can be done by conducting a conparative analysis.
Note that the state’s limted corrosion prevention requirenments
for state-only regulated oil pipelines is a particular problem
at this time which needs to be renedi ed;

3. Contract with accident investigators so severe/significant
accidents are investigated for root causes, wth recommendations
made to prevent future simlar events. This is needed because
the National Transportation Safety Board and the Chem cal Safety
and Hazard Investigation Board rarely, if ever, cone to Al aska
to investigate oil and gas industry accidents. They need that
ki nd of independent analysis, and;

4. Develop a reporting requirenent for “near msses” which would
protect confidential business information but provide enough
information to ensure that the Onbudsman and state regulators
woul d be able to detect problematic patterns of behavior.

She also provided the commttee with sonme recommendations on

spill response provided to nme by conservation conmunity
col | eagues wth many years of experience in this area:

1. Require that there be a relief well drilling capability at
the ready during offshore drilling to address a blowout
scenario. Al aska has had several blowouts in Cook Inlet in past
decades and Arctic blowouts during shallow water drilling are
possi bl e;

2. Create a navigation system equivalent to Prince WIIiam Sound
for tankers and other large vessels in Cook Inlet and Unimak
Pass, including tug escorts;

3. Ensure that abandoned wells, pipelines, and platforns are
shut-in, flushed, and renoved, respectively. One exception
mght be if a platform could be used for another purpose, e.g.,
to support renewabl e energy generation;

4. Require c-plan holders to enter into binding contracts wth
experienced and capable responders, and to list spill response
assets in the region of the spill;

5. Require <c-plans to provide realistic “Effective Daily
Recovery Capacities,” and;
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6. Gven the likelihood of another eruption of Redoubt and the
Drift River terminal’s problematic |ocation, require Cook Inlet
operators to install a pipeline to replace the termnal’s
oper at i ons.

11: 58: 58 AM

A final coment she said is that while Al aska nmay have high
standards, they still are inadequate. The Al aska Response
Pl anni ng Standard, for exanple, is nowhere close to addressing a
Deepwat er Horizon size spill; it’s an order of magnitude too |ow
and it's required for too few days. It's inportant to
acknow edge that oil spill cleanup will be limted regardl ess of

the resources deployed by Shell and others. She thought that was
even an area of agreenent anong the stakehol ders.

CO CHAIR W ELECHOWSKI thanked her for her testinony and
i ntroduced the next speaker, M. Wi nwight.

11:59: 24 AM

NANCY WAI NVRI GHT, Senior Staff Attorney, Trustees for Al aska,
commended this conmittee on examning this issue at this tineg,
the best guarantee for not sustaining future oil spills is
vigilance every year to ensure that the state's standards are
nmet and |lessons are |learned from other spills and near spills.
She encouraged themto use this as a beginning of having ongoi ng
review. She said she would focus on the current capability and
limtations of the state's oil spill prevention and response
statutes and recomendati ons.

Since 1980, she said, the Alaska legislature has required that
oil spill ~contingency plans (c-plans) have best available
technology (BAT). After the Exxon spill the legislature
reconfirmed that BAT was required for prevention and response in
Al aska. In about 1997, the statute was anmended to say that DEC
may prepare findings and make a list of BAT technol ogies that
are considered best available. This change has proven to be
somewhat problematic. First, DEC held no BAT conferences for
many years, and a search of their website today reveals a 2004
BAT conference that addressed a |imted set of technol ogies. The
findings for that conference were not released until 2006, when
t hey were already outdat ed.

12: 03: 39 PM

DEC is under budgetary constraints, so unless the legislature
mandates that doing a review every five years and issuing a
timely report is a priority, the technologies will forever be
outdated. One exanple is that |eak detection for pipelines was
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addressed in 2004 and it is current applied. It nust be able to
detect 1 percent of the daily throughput of the pipeline; yet
the technology exists today for a .5 percent throughput
detection and it is occurring at sonme operations in Alaska. It's
very inportant that DEC update these findings, and particularly
given the North Slope spills on the pipeline that there be a
redundant | eak detection system

The way the state handles |eak detection is to negotiate at
every c-plan renewal with the operators. This puts a trenendous
burden on DEC, so they recommend that there be a m ninum
standard requirenent that DEC doesn't have to renegotiate every
time a c-plan conmes al ong.

M5. WAINRIGHT recomended a BAT for ice-class vessels in the
Arctic. Right now there are none. Likew se, she recommended an
Arctic-grade oil spill response organization. Ozro is an oil
spill response organization and is certified for rivers and
of fshore response but none for the Arctic environnment. After the
@ulf spill, Al aska should require the best and nost inproved
bl ow out preventer design and nuch of that information is being
devel oped by the federal governnment at this tinme. So, she
recommended that the DEC not wait years to inplenment it, but
instead require best available BOP today and nore frequent
testing and inspections.

12: 06: 00 PM

She said there have been few, if any, unannounced spill response
drills in Alaska. Even when the operators have had know edge of
the drill being called, they have frequently failed to neet

their response requirenments when their c-plan is tested. Those
exercises are a l|learning experience. Every time they have oi

spill prevention and response drill it is inproved. She
recommended at | east one unannounced drill per operator in each
c-plan cycle of the operator. This would ensure the operator
woul d i nprove by the next c-plan. She recommended elimnating

or revising that section so that you don't allow old out-dated
technol ogy to neet the response planning standards.

One of the DEC response planning standards for wells is 5500
barrels day tines the nunber of days it will take to control the
well. This assunes a 15-day tinme to control the well, but that
is very unrealistic if one |looks at the @ulf of Mexico spill.
This issue needs to be addressed in legislation to insure that
the time for response to this bill and the nunber of barrels per
day assunmed is realistic and not something that is devel oped
fromtheory.
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M5. WAI NRI GHT said they recomrend al so that there be no offshore
exploration allowed until there is a drill rig vessel is present
and under contract to drill a relief well. And the legislature
shoul d consider whether statutory changes are needed to require
better coordination anong the AOGCC regulation of blow out
preventer devices with DEC s c-plan oversight role.

12:09: 10 PM

BP's spill in the @ulf of Mexico shows that the commonly used
method in Al aska for skinmmer effectiveness is fatally flawed. BP
claims there that the ability to recover nore than 491, 000
barrels a day and they actually deployed equipnent to contain
1.2 mllion barrels a day. But they actually recovered only 1800
barrels a day. So, again, realistic standards are needed on the

ground. Drilling and tests would give us those nore realistic
st andards.

12:10: 00 PM

She referred again to the 2000/01 DEC Mnerals Managenent
Service and USGS drill on the North Slope that was referenced by

Dr. Short and said that the North Slope Borough | CAF and others
have highlighted this problem of the inability to respond in
realistic conditions on the North Slope. So, if Alaska is going
to continue to permt exploration and production in areas where
ice may seasonally be present, at the very least the legislature
should require strict seasonal drilling restrictions or increase
preventative measures during those tines.

12:10: 37 PM

M5. WAINWRIGHT said sonme recomendations had been covered
before, but they recommend zero ballast water discharge for
tankers wth ballast water originating out of the state,
particularly in state «critical habitat areas. Sm t hsoni an
research has found over a dozen invasive species in Kachenak Bay
presumably from ballast water. Ensure that the Cook Inlet
terminal is not allowed to be used any nore for storage and that
a pipeline be installed instead. Cook Inlet fisheries deserve
the sane protections as those in Prince WIIliam Sound, and
therefore they recommend that tug escorts be mandatory for all
| arge tankers. They also recommend a nandatory pipeline mapping
i nspection reporting system be nade available at the Joint
Pipeline Ofice so that interested nmenbers of the public and
regional citizens' advisory councils can review where those
pi pelines are |located and assist DEC in its oversight of them
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Finally, Ms. Wainwight addressed dispersants, which were
heavily used in the @lf of Mexico. They reconmend that the
state work with the Al aska Regional Response Team to clearly
define when, where and in what volunes dispersants are safe and
effective. When the National c-plan was first adopted the use of
COREXIT 9527 was allowed in Alaska, it had to be at |east 50
percent effective. But unfortunately |aboratory tests showed
t hat di spersant was not effective on North Slope's |low crude; it
was only 30 percent effective. So, they said well, we'll average
its effectiveness. So, its effectiveness on Louisiana crude is
70 percent, on North Slope crude it's 30 percent. "Boomit's 50
percent effective, but in fact it's not." You would have to use
a lot nore dispersant. So, whatever is used in Al aska needs to
be tested for its effectiveness in Arctic and cold conditions as
well as on the species present in its waters.

REPRESENTATI VE GATTO said the term "best avail able technol ogy”
is alnost scary - because it would preclude big projects from
ever getting built. Wthin reason, he asked, do they want to be
80 percent of the best or 90? It has to be a different nunber
than 100. Do you have a nunber?

M5. WAINWRIGHT replied that she didn't have a nunber, but that
is why the technology forunms that the |egislature recomrended

that DEC have are so inportant. "W don't want to have an
out | andi sh BAT standard that nobody can neet; we want to be
realistic.” Wwen you get good minds together, have those

conferences and conme up wth best reconmmended technol ogy.

REPRESENTATI VE JOHNSON said two people testified that they
should get rid of the Drift River terminal and build a pipeline
and asked if she would convince her organization to support a
pipeline if that is what happens.

12:15: 01 PM

M5. WAINWRIGHT replied that comment cane from a nenber of her
staff, and they would definitely work with everyone to suppl ant
that terminal with a pipeline.

12: 15: 20 PM
|l unch break

1:35:28 PM

COCHAIR MCGQUI RE called the neeting back to order at 1:35, and
announced that that the panel from inpacted comunities would
testify next.
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1:36: 44 PM
HARCLD CURRAN, CEO speaking for Mayor Edward Itta, North Sl ope

Borough, said the ability to respond to an oil spill is
constrained by arctic conditions, including prolonged darkness,
extreme cold, absence  of or renoteness from response

infrastructure and equipnment, a lack of facilities to house,
feed, and otherw se support |arge nunbers of response personnel,

and - perhaps nost challenging - extrene and variable ice
conditions. Broken ice, fall slush ice and solid ice conditions
that trap oil under ice or in anongst ice flows make a
successful oil spill response unlikely with existing equipnment

and technologies. Their primary goal is to try and put measures
in place to keep oil from being spilled.

Their first recomendation is to upgrade bl owout preventers and
wel |l pressure control devices to insure best technology and
practices are used including type of control, secondary contro
of that system inspection maintenance and repair program You
can't just assune that these systens are in place and
functioning well. The Gulf of Mexico has denonstrated that.

Upgrade bl owout preventer and well pressure control devices to
ensure best technology and practices are used, including: the
type of ~control system secondary control of that system
i nspection; maintenance; and repair prograns.

BOPs nust have two sets of blind shear rams to prevent BOP
failure. They nust have reliable enmergency back-up control
systens and imrediate access to sufficient renote operating
vehicles to manual ly activate a subsea BOP if needed.

BOPs should be required to be tested nore frequently, 7 days, as
opposed to every 14 days, which is the interval that is the
normal standard today. They also would like BOPs to have
reliabl e energency backup control systenms; so it's not just the
preventer itself, but the control systens that are duplicated

They al so want i medi ate access to vehicles to nanually activate
a BOP if needed. If a subsea bl owout preventer is used, require
a second redundant blowout preventer on the floating drilling
unit, when technically feasible. So, they are asking for two
BOPs. They are al so recommendi ng codi fying a mninmum two-barrier
policy - two BOPs and two barriers.

Seasonal drilling should be used in the OCS where it 1is
effective to prevent offshore oil spills during broken ice
conditions. O fshore pipelines should be required as the
transportation nmethod for the Arctic Ocean. Industry has a |ot

SENATE RES COW TTEE - 29- Sept enber 21, 2010



of information on where the major spills cone from and in terns
of industry spills it cones fromtankers. So, tankers should not
be used.

There are sone risks wth pipelines and so they have
recommendations to try to address those. One is to codify that
of fshore pipelines nmust be buried below ice gouging and strudel
scour depths. Industry as a matter of practice does testing to
find out what those depths are and generally plans to do that,
but it ought to be codified. They reconmend requiring redundant
| eak detection systenms for offshore pipelines and updating |eak
detection standards to reflect best available technology; if
di spersants are to be used they should be tested to determ ne
whet her they are safe or not. Once tested and determ ned safe,
they ought to be pre-approved. Using dispersants in the Gl f of
Mexi co was very controversial and there were many time delays in
justifying their wuse. Arctic oil spill response equipnent
standards should be established; a |ot of equipment doesn't
function well in the Arctic. A same-season relief well plan
should be required just I|ike the Canadians have. Shell has
relief well plans, but they ought to be required.

1:43:03 PM
MR. CURRAN said they would like to see worse case oil spill
planning and not go light in terns of how long it's going to

take to drill a relief well or the quantities of oil that wll
be discharged during that tine period. If you don't plan for the
worst then you wll just aggravate that possibility. Require
wel | bl owout contai nment equipnent or caps on subsea wells.

Equi prent should be onsite or readily available nearby along
with the expertise to safely deploy it and use it effectively. A
cap or top hat is what BP eventually used on its BOP. It can sit
down over the well and capture the oil so that it can be brought
up to the surface and put in a container.

1:44: 02 PM

Ol spill response: Require a signed contract for a relief well
rig, with trained and qualified personnel and equi pnent needed
to drill the relief well. Al of that will make the response

nore effective and tinmely. Require an operator to plan for the
Absolute Open Flow Potential (AOFP) for an uncontrolled well
bl owout with no backpressure. Al aska s default blowut rate of
5,500 bbl/day (wells in Cook Inlet plus wells on the North
Slope) for exploration wells needs to be increased to account
for higher rate Arctic wells. The average is not fair to wells
in Cook Inlet which could have less deliverability, and it
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underm nes proper planning for North Slope wells, which
general |y exceed that.

MR. CURRAN said three assenbly nenbers went down to the Gulf of
Mexico and talked to local representatives and elected officials
from the communities in Louisiana and asked what they would do
differently. This is their list of activities:

Inventory of boats available in coastal comrunities

*Train boat operators and crews

*Train beach responders

* Eval uat e di sposal |ocations

*Devel op a chain of command and response pl an

*Plan for additional fuel needs

* Enhance Coast CGuard presence on the North Sl ope

Having the infrastructure in place is inportant - if you're
going to nobilize people to respond to an oil spill, they have
to stay sonewhere. You're not going to put themin a tent on the
North Slope in Arctic conditions. It's very inportant to provide
themwith beds, food, and a heated facility if they are going to
function properly.

1:46: 27 PM
REPRESENTATI VE GUTTENBERG asked if he thought best industry
st andar ds needed nore clarification.

MR. CURRAN answered that a |ot of their recommendations are best
i ndustry standards. They have |ooked at other countries and
Arctic nation and have found good standards.

1:49: 09 PM
REPRESENTATI VE  GUTTENBERG asked where the coastal zone
managenent stops offshore. Does it include a drill rig a couple

mles off?

MR. CURRAN replied that whatever is done in the OCS has to be
consistent with the state plan if it has been approved by the
federal governnent. It's not an absolute standard, but if there
is a conflict between federal |law and the state's coastal zone
managenment program then there is an administrative process that
occurs in the Departnment of Comrerce.

REPRESENTATI VE GUTTENBERG asked if that process is in place for
the North Sl ope Borough.

MR. CURRAN answered they don't have an approved district
program
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CO- CHAIR MCGUI RE asked him to review the North Sl ope Borough's
efforts over the Interimto prepare for the Northern Waters Task
Force nmeeting on COctober 1, so that Al askans know generally how
he is fairing with the state's neighbors who will arguably be
the nost inpacted by developnent in negotiations wth the
federal and state governnents.

MR. CURRAN prefaced that by saying that whatever happened in the
@ul f of Mexico has changed the playing field. But, since 2007
they have been in negotiations with Shell on discharge and
basel i ne science issues, and they have been responsive on both.
They are close to signing an agreenent with them where they wll
fund sone baseline science that would be nmanaged by the North
Sl ope Borough. On discharge they have orally indicated they nay
nodify their proposals to reduce the anobunt of discharge for
their drilling activities.

In terms of what used to be MV5, M. Curran said, he sat down
with them about three days before the @lf of Mxico and
devel oped an MOU to try negotiate eight points that Myor Itta
had identified that should occur in the OCS to see if those
could be addressed adm nistratively as opposed to |egislatively.
They were slowed down as a result of the Gulf of Mexico, but are
committed to followng up on that. Also, he hoped that BOCEM
would require the same mtigation of inmpacts to hunting of the
Bowhead whal e that has been put into their permits for the first
tinme |ast sunmers.

MR. CURRAN said response is being seen from both the federal
governnment and industry. He said the NSB is a cooperating agency
with the BLMin its area-wde EIS for the NPRA as well as wth
AEC [Arny Environmental Command] with NVMFS and its analysis of
trying to mtigate inpacts to marine manmals in the Arctic Ccean
for future oil and gas activities. But he still thinks nore can
be done.

1:52: 54 PM
COCHAIR MCGQUI RE said there is a perception that the North Sl ope
Bor ough opposes drilling or any kind of activity in the OCS, but
that hasn't been her experience. Rather it's that they want it
done right.

MR. CURRAN added that the Mayor knows the Borough ultimately
doesn't get to make decisions about ANWR or OCS, and
understanding that the federal governnent will make a decision
to go into the OCS, they are putting a lot of energy into
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i nproving the standards. Their preference is still that oil and
gas that is available on |land be explored and devel oped before
anybody goes in the OCS.

1:54: 46 PM
M KE MJUNGER, Executive Director, Cook Inlet Regional Citizens
Advi sory Council, thanked the conmttee for the opportunity to

speak this afternoon. He said their board is conprised of 13
menbers. Minicipality nenbers represent the comunities of
Anchorage, Kenai, Honer, Seldovia, and Kodiak; also the Kodiak
| sl and and Kenai Peninsula Boroughs. Stakehol der nenbers include
the Alaska State Chanber of Conmerce, representing tourism
comer ci al fishing, aquacul ture, Nati ve, recreation, and
envi ronment al or gani zati ons. Cook Inlet Regional Ctizen's
Advi sory Council’s mssion is to represent the citizen's of Cook
Inlet in pronmoting environnmentally safe marine transportation
and oil facility operations in Cook Inlet. Gl spill prevention
and response are key focuses for the Council.

He said the Senate Resources Committee’'s interest in Alaska's

oil spill preparedness and response capacity is very much in
line with the Council’s. In fact, it has just wundertaken a
project to review Al aska oil spill statutes and regul ations and

to devel op recommendati ons for possible changes. That project is
on a fast track. H's coments would be followed-up in witing
once the project is conpleted.

1:56: 11 PM

First question: How would they assess Alaska oil spi |
preparedness? Alaska is one of the best prepared states in the
US. Yet, there is roomfor inprovenent.

They have four very capable primary response action contractors
- CISPRI, SERVS, ACS, and Al aska Chadux - wth an inpressive
array of equipnment and highly trained responders. Alaska's
current response capability is one of the highest in the world.
However, everyone needs to realize that no nmatter how much
response equi pnent and how nmany responders are required there
w Il never be an adequate response to a catastrophic spill 1like
the one in the @lf of Mxico. The realities of the harsh
environnment in Al aska and the basic physics of oil on the water,
means that it is not possible to put the genie back in the
bottle. M. Minger said we have to be prepared to do the best
job humanly possible and we have to require a robust oil spill
response system but we nust place our primary focus on
preventing a major spill fromoccurring in the first place.
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1:57:37 PM

Second question: What changes, if any, would you nake to state
| aws, regul ati ons, procedures or budgets to inprove our
prepar edness and response capability? H's response was:

Conti nuous | nprovenment: Qur current laws and regulation do not
adequately force continuous inprovenent of oil spill response
technol ogy. There should be incentives for developing better
response technologies. The issue is not that we need nore
equi pnent; the issue is we need better equipnment. There is a
Best Available Technology (BAT) analysis requirenent in the
Al aska Departnent of Environmental Conservation regul ations but
it does not apply to response equipnment used to neet a response
pl anning standard. As long as the c-plan holder neets the
standard, their equipnment is considered BAT. This renoves any
incentive for continuous inprovenent.

There are a few exceptions, but for the nobst part the spill
response technol ogy being used today has not changed in the |ast
20 years. Wiether it 1is funded directly or incentives are
created, focus should be on nore research and devel opnment in
spill response technology. One exception he considered a
significant inprovenment was the fuzzy disc skimer system
recently brought to Alaska. This has a high volune recovery
capacity but its greatest feature is virtually no water is
recovered during the operation. He explained that on water
tenporary storage of recovered oil is always a large factor in
spill response. The skimrer was brought to Al aska through the
efforts of Tesoro. CISPRI, the response action contractor in the
Cook Inlet area, has recently received four of the skimer
systens to conplenent their response inventory.

Equi prent Standards: W should also look at requiring plan
hol ders to utilize equipnment that neets mninum standards. The
American Society for Testing and Materials (ASTM has devel oped
standard testing protocols for boons and skimers. Contingency
pl ans utilizing boom or skimers that have not been tested using
t hese protocols and found to neet a mninmum standard shoul d not
be approved.

Field Trials: The developnent of full-scale trials designed to
measure the limtations and effectiveness of an entire response
system such as an open-water recovery task force should be
encouraged. The capability of the task force is limted by its
weakest conponent; that weak conponent m ght be people, vessels,
boom or skimers, but without trials, they won't know and they
can't be fixed.
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2:00:16 PM

Ol wll Blowut Planning: He recommended that oversight and
approval responsibility for well control and bl owout planning be
transferred fromthe ADEC to the Alaska G| and Gas Conservation
Comm ssion (AOGCC). AOGCC is responsible for the approval of
normal drilling operations and it only nekes sense that they
woul d be responsible for the review and approval of emergency
response plans for blowuts. AOGCC has drilling engineers on
staff and ADEC does not, so the proper expertise for review ng
well control plans is in the Commssion. Gven the recent
bl owout event in the @ulf of Mexico, we probably need to review
our standards for energency well control plans, but this process
shoul d not begin until the responsibility is transferred between
agenci es.

Unannounced Drills: Many people use the terns exercise and dril

i nterchangeably, and in fact they are not distinguished in the
current laws and regulations. But they are different things with
different purposes. An exercise is planned ahead and everyone
knows it is comng; it is valuable for training and practice,
but it is not a test of response readiness. On the other hand
drills should be wunexpected and designed to test response
capability. Currently too few unannounced drills are conducted

because ADEC does not have enough resources to plan and conduct
t hem

Fundi ng: They strongly support nore funding for the ADEC
Division of Spill Prevention and Response. Their staff reviews
contingency plans, conducts inspections and unannounced drills,
and responds to actual spill events. Li ke nost agencies they
have seen their budgets cut in the past few years. W t hout
adequate funding, none of our other recomendations wll be
i npl enent ed.

CO- CHAIR MCGUI RE asked if any other authority would work.

MR. MUNCGER answered they see this as the natural thing and now
t he DEC doesn't have that. The review needs to be finished.

2:03: 38 PM

MARK SWANSON, Executive Director, Prince WIIiam Sound Regiona
Citizens Advisory Council (RCAC), said in the RCAC was forned
after the Exxon Valdez oil spill to provide citizen oversight of
crude oil transportation in Prince WIlliam Sound. In 1994, the
Al aska Legi slature passed a |law that included a requirenment for
a review of best available oil spill prevention and response
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technol ogy each tine an G| Di scharge Prevention and Conti ngency
Plan (nmore conmonly called a contingency plan) is approved. The
goal of the 1994 |aw was to ensure continuous inprovenent of oi
spill prevention and response technol ogy in Al aska.

He said Alaska’'s laws and regulations requiring best available

technol ogy assessnent and inplementation for oi | spill
prevention have resulted in a nunber of oil spill prevention
i nprovenents across Alaska. In Prince WIIliam Sound, the nost
notable oil spill prevention inprovenent canme in the form of
today's tug escort system along with inprovenents to |eak
detection technol ogy, corrosion control, tank overfill controls,

and inproved nmintenance practices. However, Alaska’s |laws and
regul ations requiring BAT assessnent and inplenentation for oil
spill response have not yiel ded conparabl e i nprovenents.

State statutory anendnents in 2002 and regulatory anendnents in
2004 elimnated the requirenent to conduct a rigorous technica
and econom c assessnment of Best Available Technology for nost
mechani cal oi | spill response equi pnent. These anendnents
affected skimers, boons, and other nechanical oil spil
response equipnment required to neet the state’'s Response
Pl anning Standard. This standard requires operators to be able
to contain, control, and clean up 300,000 barrels of spilled oil
in Prince WIlliam Sound within 72 hours. Today, the only oil
spill response equipnent and procedures required to undergo a
rigorous BAT assessnment are: communications; source control
procedures; trajectory analysis and forecasting; and wldlife
capture, treatment and rel ease prograns.

2:06:13 PM

The ADEC s 2004 regulatory anendnents weakened oil spil
response requirenments by allowing operators to substitute non-
mechani cal response techniques for nechanical response during
severe weather. This change was made despite the fact that the

Prince WIliam Sound Regional Citizens' Advisory Council and
ot her stakehol ders oppose chenical dispersant use, which is a
primary non- mechani cal response tactic. Addi tionally,

di spersants and in situ burning (another comobn non-nechanica
response technique involving the burning of spilled oil while it
is still on the water) suffer from the same limtations as
mechani cal response equi pnent in severe weat her.

The steady erosion of the state’'s best available technol ogy
requi renents over the past 16 years has left Alaska with an
arsenal of oil spill response equi pnent based largely on late
1990s technol ogy. Mnor inprovenents have been nade voluntarily
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by sone c-plan holders, but the ADEC has not conpelled or
alternatively provided adequate incentives to tanker operators
and ot her contingency plan holders to drive nore significant and
much needed updat es and changes.

If Alaska is to be held up as the “gold standard” for BAT for

oil spill prevention and response equipnment, the state will need
to revise its laws and regulations to require that all oil spill
response equi pnment— including skimrers, boons, and response

vessel s—undergo a Best Avail able Technol ogy assessnent at | east
once every five years (each tinme a contingency plan is renewed),
and to require that enhanced oil spill prevention neasures be
taken during periods when even the best available nechanical
response technol ogy cannot operate.

In addition to the problens just outlined, the state Division of
Spi |l Prevention and Response, which is responsible for
enforcing Alaska's regulations on oil spill prevention and
response, faces an ever-worsening funding shortage. The
division's budget is tied to a per-barrel surcharge on oi
production in Al aska, which is steadily declining. As a result,
the division's funding is steadily being reduced, even though
its workload is not.

Recomendat i ons:

-Require all equiprment including individual conponents of
recovery systenms used to neet the state response planning
standards and undergo a best avail abl e technol ogy review.

- Require contingency plan holders to inspect, test, and certify
that all Response Planning Standard equi pment is Best Avail able
Technol ogy.

- Wthin 30 days of a spill response, require c-plan holders to
re-inspect and test Response Pl anning Standard equi pnment used in
the response to wverify it remains suitable for continued
servi ce.

- Require c-plan holders to inspect, test, clean, and repair
equi pnent on a state-approved schedule as part of their
conti ngency pl ans.

- Require that Response Pl anning Standard equi pment not be over
20 years of age wunless it has been inspected, tested, and
certified by the Al aska Departnent of Environnmental Conservation
as suitable for continued use.

- Require that enhanced oil spill prevention neasures—such as
double boomng or daylight-only operations—be negotiated 1in
advance and enforced when weather is too severe for Best
Avai | abl e Technol ogy mechani cal response equi pnent to operate.

SENATE RES COW TTEE -37- Sept enber 21, 2010



- Carify in regulation that the contingency planning process
does not allow non-nmechanical response techniques — such as
di spersants and in situ burning — to be used to neet the
Response Planning Standard, and that only mechanical response
equi pnent can be used to neet the Response Pl anning Standard.

- Consider increased financial incentives to plan holders to
enhance spill response capabilities outside the normal five year
pl an cycl e.

- Provide inflation-adjusted funding for the state D vision of
Spill Prevention and Response to ensure it has an adequate
budget to neet its responsibilities.

2:10: 07 PM
REPRESENTATI VE GUTTENBERG asked how accurate it is now that
Al aska is the gold standard.

MR. SWANSON replied it remains very accurate. Standards are much
higher in Alaska than anywhere else in the nation. Most
equi pnrent works well in good weather but not in bad weather or
icy conditions.

2:12: 00 PM
five mnute break

2:23:57 PM
CO CHAIR W ELECHOMSKI called the neeting back to order at 2:23
and announced that the state agencies' panel would comment next.

2:24:21 PM

LARRY  HARTI G Comm ssi oner, Depart ment of Envi ronnent a
Conservation (DEC), said he would provide an overview of how DEC
addresses the risk of a major crude oil spill to nmarine waters

in Alaskan, and in light of the additional information that wll
be comng in from the expert panels looking into the Gulf of
Mexico spill, where they anticipate putting additional attention
as DEC continues to reduce the risk of crude oil spills in
Al aska waters. They nust reduce the probability of the events
that could lead to a spill and be prepared to contain, control
and the stop the flow of oil quickly if a spill occurs.

COWM SSI ONER HARTI G said his overview would be broken down into
four parts:

e A quick summary of the legal franmework that allocates
responsibilities anmong the regulated community, and federal and
st at e agenci es;

e The primary neasures inplenmented by DEC to reduce the risk of
spills;
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e The primary response nmeasures in place to prepare for and
respond to marine spills in Al aska; and

* A summary of areas where they wll likely be focusing our
attention as reports stermming fromthe Gulf spill are revi ened.
2:26: 47 PM

COWM SSI ONER HARTI G said the incident in the Gulf was a wake-up
call to the Nation. It remnds us of the need for vigilance. But
it is also inportant to be m ndful that:

e The systens and neasures we have in place in Al aska to prevent
and respond to marine spills have been devel oped over decades by
people with Al aska experience and expertise, and we don’'t want
to make unnecessary changes or inport sonmething new that won’'t
wor k her e;

e In many areas, spill prevention and response are very
technical areas and any changes we mght consider should be
supported by good sci ence and engi neering, and

e There is a trenmendous anmount of work underway by sone of the
best experts in the Nation to look at oil spill prevention and
response, and we should take that body of work into account as
we decide which |essons apply here and the best way to respond
to them

2:28:13 PM

LEGAL FRAMEWORK:

A prerequisite to assessing Alaska's oil spill risks and our
capacity to respond is an understanding of the |egal framework
that governs who is responsible, who is liable, and who is

required to respond. Both the federal and state statutory
frameworks require that the “spiller” or responsible party
i mredi ately respond and contain, control and clean up a spill
He commented that many people thought the Coast Guard had an
armada of spill responders that would be imediately |aunched
for a big spill, where actually under federal law the spiller
has that responsibility and the Coast Guard has oversight and
coordi nati ng responsi bl e.

Certain facilities, such as oil termnals, exploration and
production facilities, pipelines, tank vessels, non tank vessels
and, in Alaska, the railroad, are further required to have an
“oil discharge prevention and contingency plan” and to neet
“financial responsibility” standards set by state statute and
regul ati on.

Ol spill c-plans detail spill prevention nmeasures and equi pnent
that nust be in place. They also specify a “response planning
standard,” which is the size of spill and the conditions under
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whi ch an operator nust be prepared to respond to a spill. The
response planning standard dictates the requirenents for
equi pnent, vessels and trained personnel the operator nust have
avai l abl e and be ready to contain, control and clean up a spill.

Spill response is regulated by the state and federal governnent.
If a response is inadequate, the governnents nmay augnent or
direct the response. The state or federal response organizations
are able to augnent a response typically by engaging their own
spill response contractors |ooking outside the state for help,
or bringing their own resources to bear.

2:30:17 PM

PREVENTI ON:

There are a nunber of ways DEC strives to reduce the risk of
crude oil spills:

1) ldentifying or developing technical standards and other
requirenents to assure the integrity of critical equipnent used
in the storage and transport of crude oil;

2) | ncorporating these requirenments into regulations or
conti ngency plan approval s;

3) Reviewi ng and inspecting records, operations and equipnment to
assure conpliance with applicable requirenents; and

4) Instituting enforcenent actions as needed to conpel
conpl i ance.

2:30: 58 PM

COW SSI ONER HARTI G explained that in the narine environnent
DEC shares jurisdiction with other federal and state agenci es.
On the Quter Continental Shelf (OCS), the federal agencies,
including the Bureau of OCcean Energy Mnagenent, Regul ation and
Enf orcenent (BCEM (fornerly MVB), have primary if not exclusive
jurisdiction. However, DEC spill prevention requirenents still
apply in the OCS through the Al aska Coastal Managenent Program
(ACVMP). They nust show consistency with the ACWP plans which
incorporate their c-plans. In state waters and on-shore, DEC
strives to prevent spills through requirenents contained in
regul ati ons and st at e-approved c-pl ans.

Regul atory requirenments have been developed for training,
transfer operations, | aden tank vessels and oil bar ges,
exploration and production facilities, flow lines, crude oil
transm ssion pipelines, storage tanks, facility piping and
secondary containnment, all of which may be incorporated into the
c-plan requirenents. Both DEC s approval of c-plans and the
conpar abl e ACMP process that extends state requirenents into the
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OCS include a public process. The public has an opportunity to
review and comment in advance of any final decision by DEC

2:32:16 PM

PREPAREDNESS.:

Response preparedness activities are also included in c-plan
requirenents. Facilities with contingency plans are subject to
i nspections, drills, exercises, and table top drills. In Al aska,
as at the national level, the spiller and the state and federal
governments wuse the incident command system (ICS) as the
response managenent framework. Typically you would see DEC, EPA,
the Coast Guard, the RCAC, local officials and the spiller and
their contractor all be centralized in one facility managi ng the
response together. He said, also, unique to Alaska is an
emergency response fund of $50 mllion paid for through a
conservation surcharge on crude oil produced in the state, which
is available to the state to respond to spills. In the event of
a large spill, one of the first things that happen is he gets a
menmo from the division director saying this is the estimted
cost to the response asking to tap the fund. |f appropriate, he
woul d aut horize tapping the fund; notice goes to the |egislature
and the governor.

2:33:46 PM

COW SSIONER  HARTIG said they have been strengthening the
state's c-plan requirenments ever since the Exxon Val dez spill
Progress has been made in many areas over the |ast 20 years. The
steps in this process include:

- Eval uation of gener al response procedures, depl oynment
strategies and response strategies. State |law requires applying
best available technology in the review of for certain
conponents of the c-plan, and they hold a BAT conference at
| east every five years. A year or two ago they held a conference
on digging and corrosion issues relating to the North Slope
events.

- Evaluation of technologies and their application to determ ne
they are the best avail abl e.

- Establishment of response planning standards based on the
maxi mum and nost damaging oil discharge that could occur based
on the size, location, capacity and anal ysis of possible m shaps
during the lifetime of the facility or vessel. Today they heard
that there is a 5500 barrel per day response plan requirenent
that was based on the average flows at the tine from oil being
produced in Al aska when the standard was set. But they have the
ability to go back with AOGCC help and look at the actual
reservoir pressures and what the flow mght be froma particul ar
reservoir and adjust that and adjust the c-plan requirenent.
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- Evaluation of incident nanagenent teans, equipnent, vessels
and trained personnel to immediately respond to neet the
established response planning standards and other c¢-Plan
requi renents. He said the state also has a unique requirenent in
the case of exploratory and devel opnent wells; the c-plan hol der
must have a plan in place to regain well control within 15 days
of loss of well control.

- In the case of exploratory and devel opnent wells, the c-plan
hol der also nust have a plan in place to regain well control
within 15 days of loss of well control. They are currently
| ooki ng for recommendati ons. DEC regulations require having a c-
plan, but it has no review process yet. However, the DEC is
probably not the right agency to do that and would defer to
AOGCC (either give it to them and their answer back or transfer
authority to then).

2:35:28 PM

COWMM SSI CHNER HARTI G said they continue to learn from the Qulf
event and are | ooking at recommendi ng changes to:

e Accuracy and nethods for estimating crude oil flow rates,
which form the basis for the response planning standard and
pl anni ng a response, from exploration and production wells;

« Technol ogi es for regaining control of a bl owout;

e Planning and resource requirenents to respond to a “worst
case” spill; and

e Evaluation of mechanical and non nechanical (dispersants and
in situ burning) technologies for oil recovery or dispersion.

He said they are considering the advisability of having the
ability to quickly deploy dispersants that were used quite
extensively in the @ulf, nore than at any other tine. They are
very interested in what the long-termbenefits and effects are.

Again, the comm ssioner said, enbedded in these issues are
highly technical questions that demand data, analysis and
expertise to answer. It is too early to say what changes will be
warranted in Alaska in these areas, but the |egislature would be
getting recommendations fromall the state agencies

2:38:51 PM
CO CHAI R W ELECHOWNSKI asked his position on using best avail able
t echnol ogi es.

COWM SSI ONER HARTI G answered that using BAT is a requirenent in
state statute; they are to be enployed in the c-plans. Then
every five years a conference is required where the BATs can be
selected. During renewal of c-plans new technologies can be
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recogni zed. The bottom line is that the response planning
standards have to be net.

They are looking at having future conferences in |ight of sone
of the questions that have arisen in the @lf including well
control, blow out preventers, well safety and regaining control
of a well if there is a blow out. Funding could cone from
funding requests or industry. They are expecting cooperation
wi th RCACs and the industry.

2:40: 39 PM
CO CHAIR W ELECHOWBKI asked what he thought about the use of
unexpected drills that m ght need nore funding.

COM SSI ONER HARTI G replied that there are pros and cons. There
are safety concerns with any drill in open water, and especially
| arge ones; but he is a great believer in them He turned that
answer over to M. D etrick.

2:41: 50 PM

LARRY DI ETRICK, Director, Division of Spill Prevention and
Response, Al aska Departnent of Environnmental Conservation (DEC),
said he was avail able for questions. He said they all agree that
a robust drill program is a key part of verification to nake
sure spill response preparedness capability is in place. They
had two unannounced drills in the |ast couple of nonths and nore
than that on a fiscal year basis. That is reported annually
t hrough t he budget process.

The state has to ook at a large nunber of facilities statew de.

In deciding who to drill, they frequently |ook at the product
type and the facilities that they store, transport or produce -
persistent products get first attention. Spill histories

i nspection results, incidents at the facility all go into
"triaging”" which facilities are picked for a drill. They also
try to target specific objectives and then carry themout with a
full field deploynent. They coordinate wth the federal

government for maximum efficiency, many of the facilities are
al so required to have federal c-plans and are subject to federal
drill requirenents.

CO CHAIR MCGUI RE asked what he thought about the bl anket
requi renent that equipnent can't be over 20 years and ol der
unless it has been tested and specifically certified by the
st at e.
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MR. DI ETRICK answered that was an interesting concept. The BAT
requirenent is in two parts; one is for prevention and the other
part is for response. The BAT is set by the response planning
standards which gives the operators sonme flexibility to pick
from approved equipnment. It doesn't elimnate any one operator
and has worked wel | .

Wth regard to age, the equipnent is tested during the drills
and inspection program where it gets actually tested in the
water. If they should test and recertify 20-year old equipnent,
in the skimer world, for instance, new products conme out, but
he didn't know if a testing program would enhance their
capability. He would have to consider it.

2:48: 36 PM
COCHAIR MCGQU RE said there was also a suggestion that they
transfer authority for blow out prevention and well response

plans from DEC to AOGCC, given that they have the engineers on
staff and asked his response.

COWMWM SSIONER HARTI G replied they are already |ooking at that,
and are in discussions wth AOGCC and the Division of G| and
Gas. Regul ations already require exploratory and production well

c-plans to have a well control plan where they would regain
control of the within 15 days after losing control (a blow out
situation). It is true they don't have the same expertise AOGCC

has and would turn to them anyway for advice. They are not
trying to protect turf, but he wants to make sure that the
issues go to the experts one way or the other to get it done
right.

2:50: 33 PM

CO CHAIR MCGQUIRE asked with respect to "the smaller guys" I|ike
Pioneer, to what end is DEC |ooking at assessing the federa
recommendations, and various financial positions and |ocations
for drilling operations of these different conpanies. She
doesn't want to end up putting snaller explorers and operators
out of business.

COM SSI ONER HARTI G replied that the economics of a particular
project and what a conpany can afford are not part of the c-plan
approval process; rather they look at the realistic naximm
di scharge scenario. But there is a way to make the econom cs
better, which what the conpani es have done; they have forned co-
ops where they can share equi pnent.

2:52: 32 PM
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DAN SEAMOUNT, Ceol ogi c Conmi ssioner and Chair of the Alaska Gl
and Gas Conservation Conmm ssion (AOGCC), said the conmttee
asked them two questions and their "AOGCC Statenent to the
Governor" and the Conpass piece they sent into the Anchorage
Daily News regarding blow out prevention goes to question one
Question two is if they can do other things to mtigate the risk
of a bl ow out even nore; handout nunber three addresses that.

He stated that a previous presenter said the state has a
conflict in that it oversees the regulators and the revenue
generators with the state, but that's not the case with AOGCC
They used to be under the Departnent of Natural Resources (DNR),
but were split away from them in 1977 when sonmeone actually did
perceive that conflict. They are a totally independent agency
and report to the legislature and the people of Al aska.

First question: How would you assess Alaska's oil spil
preparedness and its capability to respond to oil spills?

MR, SEAMOUNT said he would speak to issues that only AGOCC has

authority over. They don't have authority over oil spil
cl eanup, but they do have oversight over well operations and
relief well drilling in order to control the bl ow out.

They have very inportant authority over oil spill prevention,

whi ch shoul d be heavily enphasized. Prevention nmakes a response
unnecessary. They mamintain a technically conprehensive and
codified well permtting process and a rigorous, interactive
wel | operations inspection program admnistered by a highly
experienced and professional staff.

Al Alaska oil and gas (and soon, geothermal) wells nust be
permtted by the AOGCC. Al drilling and conpletion permt
applications are thoroughly reviewed by conpetent, experienced
geol ogists and state-licensed petroleum engi neers. Anbng other
things, the staff insures that the well plan includes adequate
mud weights (first line of defense), proper casing and cenent
design (second |line of defense), and properly working blow out
preventers (third line of defense). They oversee other elenents
of well integrity after the well is drilled and conpl et ed.

|f an application fails to neet all of AOGCC regulations, fails
to be conpliant or in any other way satisfy good engineering
practices the well operator is required to nake the necessary
changes or the application gets denied.
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A robust AOGCC field well inspection program follows permtting
to ensure regulatory and permt conpliance. AOGCC enploys 5
Petrol eum Inspectors with an average 30 years oil and gas
experience (private industry and AOGCC) per inspector, tasked
with wtnessing critical tests of equipnent used in the
drilling, production and neasurenent of hydrocarbons, and the
proper abandonnment of wells.

He expl ained that AOGCC perforns periodic conpliance inspections
to ensure the equipnment being used is consistent with the
approved application, provides redundant l|evels of safety and
protection for the well operations being perforned, and is
suitable for the environment in which activities are being
conduct ed.

Bl owout prevention equipnment inspections and wtnessing tests
per the regulatory frequency is a particular enphasis for AOGCC
i nspections. The AOGCC requires that BOPE nust be tested at a
frequency no greater than every 14 days for developnment wells
and every 7 days for exploration wells and well work-overs. In
essence, every active rig in Alaska is inspected by the AOCGCC at
| east once every 60 days. Al blowut prevention test results
nmust be provided to the AOGCC for review and records nust be

mai ntai ned by the operator to substantiate the tests. If any
maj or conponent on the BOPE fails a test, drilling operations
are suspended until it passes.

2:59: 23 PM

MR. SEAMOUNT said since Prudhoe Bay Field was discovered in 1968
there have been seven blowouts from the 5000 wells drilled on
the North Slope. The last one was in 1994. Al except one were
the result of loss of control within shallow gas zones. Since
1962, there have been four offshore blowuts in Cook Inlet, the

last in 1987. Al were from loss of control in shallow gas
zones. None of the blowuts on the North Slope and Cook Inlet
has resulted in injuries or oil spills. Since then, due to
i mpr ovenent and seismic acquisition, geol ogic know edge,
i mproved drilling t echnol ogy and i ncreased regul atory
requirenents, the risk of blowuts from shall gas has been

greatly reduced.

He explained that after a well is conpleted, AOGCC requires
installation, use and maintenance of safety valve systens that
do for a producing well what a blow out preventer does for a
drilling well - if there is a release it will shut the well in
i medi ately. They inspect and require testing of safety valve
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systens, and he didn't know of a failed safety valve system in
Al aska that has resulted in a | oss of well control

MR. SEAMOUNT said that they also require that wells nmintain
mechani cal integrity over their operating life. If an operator
can't denonstrate this to their inspectors, he is required to
shut in the well and insure the well is safe until the problem
is fixed.

3:01: 32 PM

ENFORCEMENT ACTIONS: Failure to conply with AOGCC regul ations
results in one or nore of the followi ng enforcenent actions:
increased testing and oversight; restricted operations; notice
of violation (wth tinmeframe for corrective actions); civil
penalty; or crimnal penalty. Al deficiencies found during
AOGCC inspections or reviews of operator reports nust be
corrected. He said enforcenent actions are available on their
website and are accessible by the public.

He said they continuously wrk to keep their regulatory
oversight current, recently revising their blow out prevention
equi prent,  well safety valve system and suspended well
regulations. Utimately, though, as evidenced by their strong
regul ations, they believe prevention is the key to protecting
t he people, environment and natural resources of the state of
Al aska.

3:03: 05 PM
Second Question: Wat changes if any would you meke to state
| aws regul ations, procedures or budgets to inprove our

pr epar edness and response capability?

MR. SEAMOUNT said they have been working on the regul ations and
making them tighter, but they have also provided a notice of
i nqui ry and possi bl e changes (handout 3) in AOGCC Docket OTH 10-
16, evaluating if changes or additions are needed to comm ssion
regul ations governing well control in offshore and wultra-
extended reach wells. He said they would hold neetings within 30
days after the public report of investigation results by the
National Committee on BP's Deepwater Horizon oil spilled
offshore drilling. They wll discuss the 14 things on that
notice. He said the public was invited.

CATHY FCERSTER, Engi neering Comm ssioner, AOGCC, said he did a
good j ob.

CO CHAI R W ELECHOWSKI t hanked them for testifying.
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3:05: 07 PM
CO CHAIR MCGU RE said they look forward to hearing the results
of talKks.

3:05:48 PM

KEVIN BANKS, Director, Dyvision of GOl and gas, Departnent of
Natural Resources (DNR), highlighted a few points. Cbviously,
OCS developnent is going to be exceedingly inportant for our
future as well as being a key part of our nation's energy
endowent. He hoped the state can denonstrate it can take care
of its own business and can establish some confidence anong al
the states that we can take care of our offshore devel opnment.

He said a Northern Econom cs and | CER study indicates there is
130 tcf of wundiscovered recoverable natural gas in the OCS, 27
bb/oil in OCS that could add 35,000 jobs to the Al aska econony
with payrolls of $27 billion over that period. It will add to
| ongevity to the North Slope facilities and TAPS. By having that
equi pnent up and running nore of our own state lands wll be
devel oped.

Al aska has |ong-standing experience in offshore devel oprment.
Endi cott was started up in 1987 and has produced 490 barrels
fromtwo artificial drilling islands, the North Star project is
in its 9th year and has produced about 140 mm barrels of oi
whi ch exceeds their nean estimte, Oooguruk is now up and
Naki achuk wi Il start soon, both of which have artificial islands
conponent s.

3:.08:21 PM

He said obviously these are shallower waters, and not only does
that give us better access to the sea floor, but it also neans
that we are using different kinds of equipnent than in the Gulf

of Mexico. In sone of the nost shallow, gravity-based bottom
founded structures can be used like ice or grave islands for
tenporary drilling and expl oration.

MR. BANKS said our reservoirs don't have the same kind of
pressure because of the depth and deposition is nuch different,
and we already have a handle on the drilling environnment. So we
know what to expect when it conmes tinme to establish requirenents
for blow out prevention in the CCS.

3:09: 54 PM

What changes will admnistration recomend? Comr ssioner Hartig
already talked about a dialogue wthin the admnistration
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regarding the role of AOGCC in broader responsibilities for oi

spill prevention. That was conducted in part under an offshore
oversight team that the governor established earlier in the
sutmer. Their work continues and involves nenbers of state

agencies involved in oil and gas devel opnent, including DEC
AOGCC and the DNR Recommendations w il be forthcomng. The
Petroleum Systens Integrity Ofice has undertaken the GAP
analysis, and when that is conpleted it wll generate nuch

further discussion on changes.

MR. BANKS pointed out that as serious an event as the Deepwater
Horizon was sonething of a rare event. So, they should renenber
to nmake reasonable changes that are efficient and work rather
than being a reaction to an event this highly unlikely to occur
her e.

3:12:29 PM

Also, he said the Petroleum Systens Integrity Ofice is
conpl eting program devel opnent stage for a performance based
managenent system assessnment program a program in which the
core of the PSIGs' activities will be to exam ne and oversee the
ki nds of qualify nmanagenent program that the industry itself has
put into place to regulate itself. This is in keeping the
requi renents of AO 234. They intend to coordinate that program
with the industry and the adm nistration.

3:14: 03 PM
CO CHAI R W ELECHOASKI t hanked everyone for comng. Staff would
put reconmmendati ons together so people will have an idea of what

happened at the hearing. He invited nenbers of the public to
submt comments.

CO CHAI R MCGUI RE t hanked everyone, too.

CO CHAI R W ELECHOWSKI adj ourned the neeting at 3:15.
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