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Madam Chairman and Members of the Committee:

My name is George Day. I have been employed by Standard Oil Company
of California for 28 years and have been the Manager of myCompany®s
refinery and oil terminal in Kenai for the past four years. [
appreciate the opportunity to present my Company”™ views on Sponsor

Substitute for Senate Bill 406 as it pertains to my Company®s

operations in the Cook Inlet and che Gulf of Alaska. Following my
testimony, I will be available to answer any questions youmay have.
My Company shares your concern for the preservation of thenatural

beauty and the ecological integrity of the Cook Inlet and the Alaskan
sea coast. Therefore, we understand your desire to take all possible
steps to assure the protection of the coastal waters. However, we

emphatically do not agree with the approach taken in this legislation.
We do not agree because we do not accept many of the assumptions made

by the authors of the bill.

The assumptions 1 am referring to are first, that spills, discharges,
and the escape of petroleum products have occurred frequently in the
past, are occurring now, and present future threats of potentially
catastrophic proportions. This 1is inflammatory language because it
implies that oil spills occur on a regular and predictable basis.
This 1is demonstrably not true. There have been very few oil spills

t
and they have caused only a small amount of damage.

As an appendix to my statem ", I am attaching a recap of a bulletin
prepared by the State of Alaska Department of Natural Resources,

Division of Oil and Gas. It is a tabulation of the volume of oil



spilled and the incidence of spills in the Cook Inlet from 1949

to August of 1975. The Bulletin specifically notes the small volume
of spillage attributed to the oil industry during the past five years.
Further, the data shows an almost steady decline in spill volume

since 1958 and in incidence of spills since 1969. Our terminal

spill record conforms to the above.

This brings us to the second assumption which is that the damage

caused by oil spills 1is permanent and longlasting.

There have been numerous studies taken over the years to determine
the after effects of oil spills, discharges, the leaks of petroleum
products. Two studies are particularly noteworthy. One was under —
taken in 1972 by the Gulf Universities Research Consortium (GURC)
which is composed of scientists and graduate students from eleven
universities and non-profit research instituties. The objective

of their study was a scientific assessment of the ecological effects
of offshore oil drilling and production offthe const of Lousiana.
The area chosen for study was one which hasbeensubjected to over

25 years of normal operations, as well as two recent accidental

spills.

After two years of intensive investigation under the most rigid

scientific conditions GURC concluded:

(1) The area had not undergone significant ecological change as

a result of petroleum drilling and production.

(2) livery indication of good ecological health is present; the

region 1is a highly productive one from a biological stand-



(3) Concentrations of all compounds which are in any way related
to drilling or production are sufficiently low to present

no known persistent biological hazards.

(4) Natural phenomena such as seasonality and floods have
much greater impact upon the ecosystem than do petroleum

drilling and production activities.

In other words, after 25 years of oil and gas drilling operations,

GURC found there had been no adverse environmental/ecological 1impact.

The second study | would like to refer you to concerns the effects of
the 1971 San Francisco oil spill on marine life. The spill occurred
during the early morning hours when two vessels collided under the
Golden Gate Bridge releasing 840,000 gallons of Bunker $ fuel. The
oil was washed up on intertidal shores throughout the San Francisco

Bay Area.

The study was sponsored by the College of Marine School District
Board of Trustees. Conducted in 1972 and 1973, it found no lingering
effects of the oil spill in any of the marine species throughout

the intertidal transect sites. In fact, in a few instances, it was
found that the marine organisms n the reef transects previously

covered by oil. had surpassed pre-oil population levels.

Thus, | believe it is reasonable to state that oil spills are of
short-term duration and, secondarily, that a long-term effect is

not measurable.



Now, the third assumption which I would like to discuss 1is the one
that the present capability of personnel, equipment, and supplies
are not adequate in the event of an oil spill. On the basis of
this assumption, Section 30.25.110 of the bill would permit the
state to establish and maintain at ports, harbors, or other locations
throughout the state personnel, equipment and supplies to combat oil
spill?. fhis would be an extremely costly and unnecessary step

for the State of Alaska to take.

The highly efficient natural dispersion of the Cook Inlet and

ocean waters is one of the most effective means of combating oil
spills. Additionally, professional contractors and oil spill
cooperatives are rapidly approaching the capability to deal with
spills, leaks, and discha}ges of petroleum-products? The privately-
financed programs include the Cook Inlet Oil Spill Cooperative
ready now with equipment. A production cooperative 1in the Gulf of
Alaska 1is in the process of purchasing equipment in preparation for
oil and gas drilling there. Similarly, Alyeska Pipeline Company

is developing its own oil spill cleanup capability at Valdez. In
any event, the U.S. Coast Guard is charged, by law, with the

responsibility for cleaning up oil spills and its record for

doing so is an excellent one.

There are several other instances where this bill requires action

by the state 1in areas now regulated by federal authorities.

Section 30.25.040 would require a Certificate of Insurance as a
condition of operation for a terminal facility or a vessel engaged

in the transportation of petroleum products. Such a certificate



could o T be obtained upon submission of satisfactory evidence

that th ~.plicant has, or 1is in the process of, implementing

state and federal plans and regulations for the control and abatement
of oil pollution. Section 30.25.010(d)(4), declares it to be a
purpose of the act to establish a fund for the inspection and super —
vision of oil transfer activities. These two provisions would be

duplicative of authority already granted under federal law.

The U.S. Coast Guard, acting under the authority of the Federal Water
Pollution Control Act Amendments of 1972, regularly inspects and

monitors all oil transfer facilities.

It may suspend operations at any time jn the event a threat of a
discharge is found to exist. In addition, the operator of each
transfer facility is required to prepare and submit an Operations
Manual describing the procedures followed to meet specified

operating rules and equipment requirements. These include ready
access to oil containment material and equipment, licensing of tanker
employees and certification of terminal employees involved in oil
transfer activities. Forming a State force to duplicate what 1is

now being satisfactorily done by the Coast Guard would be a wasteful

expenditure of the consumers dollar.

- Another example of duplication 1is the requirement of EPA for the
preparation of Spill Prevention and Countermeasure Plans for
refineries and storage terminals. A further example is Section

30.25.010(d) (1) which confers upon the Department of Conservation
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the authority to deal with the potential danger posed by the transfer
of petroleum products through the exercise of the police power of

the State. Again, the U.S. Coast Guard 1is required, by law, to
exercise all the police powers stated herein for the navigable waters
of the United States. < In this regard, if a terminal fails to

clean up a spill, the Coast Guard 1is required to do so and then

to obtain reimbursement fxom the terminal.

The final point 1 would like to mention today regards the establish—
ment by the state of a fund to guarantee the prompt payment of
reasonable damages resulting from oil spills. It is my hope that

the Congress will move very shortly to enact legislation which would
establish a fund to cover claims for oil spill damages; create a
uniform nationwide system of strict liability for oil spill damages
and settlement of claims; and implement two international conventions
dealing with oil pollution caused by tankers on the high seas. The
purpose of the federal bill, known as the Comprehensive 0il Pollution
Liability and Compensation Act of 1975, 1is to insure that any damaged
party will be compensated regardless of the source of the oil spill.
Secondly, 1its purpose is to clearly fix responsibility and liability
for an oil spill. To meet these objectives, the bill specifies

the types of damages that would be recognized and the procedures to
be followed 1in obtaining recovery. Rather than a patchwork of
differing and often conflicting laws providing compensation for
damages, here is an opportunity to centralize the whole funding

and recovery procedure. I urge this committee to consider the

merits of the federal Ilegislation an 1l in so doing, defer taking
action until the Federal Government has had an opportunity to act

on its program.



In addition 1 would like to remind you of the two existing funds
established voluntarily by tanker owners and cargo owners. The
first program is the Tanker Owners Voluntary Agreement Concerning
Liability for Oil Pollution (TOVALOP), which provides that,
irrespective of liability, participating tanker owners may claim
reimbursement for costs incurred in voluntarily cleaning up oil
spills. The second program is the Contract Regarding an Interim
Supplement to Tanker Liability (CRISTAL), which was developed by
oil cargo owners to provide additional protection -- for private
citizens as well as for governments --by extending the limit for

each incident up to as much as $30 million.

The broad industry coverage under these programs provides sound
protection in the event of a spill and encourages ship owners to

take prompt remedial action.

In conclusion, we believe that the protection now avilable to the
State as outlined above 1is entirely adequate to the task of
monitoring and inspecting petroleum product transfer operations.
What 1is more, the equipment, supplies, and personnel provided by
private cooperatives, contractors, and the Coast Guard 1is similarly
adequate to protect the waters of the State from untimely leaks,
discharges and spills of petroleum products. Hence, no further
legislation is necessary, particularly legislation as costly to

the taxpayers of the State as this bill will be while yielding a

correspondingly low level of return.



I hope the views | have presented will be helpful to you and

respectfully urge that you consider them and reject this bill.

Thank you for permitting me to speak with you this afternoon.

will be happy to answer any questions you may have.



STATE OF ALASKA
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL AND GAS
3001 PORCUPINE DR. ANCHORAGE, ALASKA 99501

JAY S. HAMMOND, GOVERNOR
BULLETIN
FEBRUARY 1976

GUY R MARTIN: COMMISSIONER 0O.K. GILBRETH JR., DIRECTOR
O SPILLS IN COOK INLET

A tabulation has been prepared showing oil spill volumes and
incidence of spills in the Cook Inlet. The data were obtained
from the EPA and Coast Guard.

The spills are broken down into three categories: (1) oil
industry related; (2) non-oil 1industry related and; (3) unknown
sources. This 1is the first time to our knowledge that a break—
down such as this has been reported. It should be noted that

there are no volumes reported with the unknown source spills
because the small volumes could not be determined,

The non-oil industry related spills art thone that would have
occurred even if "-_here was no oil Industry activity in the
Inlet, e.g., a fuel oil spill from a tanker bringing“fuel to
Anchorage for domestic use.

It is interesting to note the small volume of spillage
attributed to the oil industry during the last 5 years, namely
a total of ~5 barrels.

It has been the practice 1in the past for persons making E.I.S.
or environmental assessment studies to take data from one area
and use for extrapolating 1in other areas of producing oil
industry,this distorted picture could be compounded by trying
to apply this data to other areas being evaluated for potential
impact of oil industry activity.



OIL INDUSTRY OTHER SOURCES UNKNOWN

SPILL VOLUME SPILL VOLUME SOURCE
YEAR BBLS INCIDENTS BBLS INCIDENTS <INCIDENTS

1949 . 30 1 0
1962 No data 1 0
1964 No data 1 0
1965 160 1 0
1966 4,855 28 30 2 13
1967 1, 824 47 10,000 1 26
1968 1,070 49 389 17 18
1969 918 21 6,243 10 12
1970 1,039 23 3,984 9 31
1971 72 12 1,794 6 15
1972 19 8 32 7 1
1973 24 6 29 8 1
1974 19 25 268 7 4
1975* _ 11 2 18 4 3
10,011 223 22,817 73 124

~through 8/21/75 (Total Incidents *» 420)
OIL INDUSTRY OTHER SOURCES

OVERALL AVERAGE SIZE OF SPILL 45 bbls 313 bbls

AVERAGE SIZE OF SPILL LAST 5 YRS. 3 bbls 67 bbls

TOTAL VOLUME SPILLED LAST 5 yrs. 145 bbl* 2,141 bbls



House of Representatives
Resources Committee

In Session

Juneau, Alaska

Attention: The Honorable Nels Anderson, Chairman
Re: Senate Bill 406
At your session on Monday, May 10th, on the ocr jon of my
testifying as to the jnsurancé aspects of the Tanker Bil
| was ‘asked to investigate  the costs of Pollunon Liability

Insurance for the oil ‘terminal facilities in the bush areas
of Alaska.

| a haﬁpy to %|ve you the following repart which is, at this
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e etchy Dbut 1" hope will prove” helpful.
Perhaps the most helpful source of information has heen Mr.
William Beaton, Senior Insurance Analyst for Standard Oi
California. Mr. Beaton is responsible for the insurance
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Placem ent requirements for all of the oil distribution
acilities in the western states |nc|ud|nd Alaska which in-
cludes arranging for the insurance for all bush oil termina
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tion Is required that Mr. Beaton should be contacted directly.
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House of Representatives -2- May 12, 1976

Liability protection up to limits of $100,000/300,000 and

includes” a pollution endorsement for both intentional and

accidental damages up to $25,000. This policy has a specially

arranged premium of E per 1,000 gallons of capacity at

the o1l terminal faC|I|ty For example, the village facilities

which were included on & list given me b)é Re resentat|ve Huntmgton,
ad an _average ?allon capacity of about %a lons.

SSg)rOOO gallon facility would” have a premlum of 210.00 per

y

This is an extremel favorable rate and is perhaps available
because of [qram being arranged and probably subsidized
B%rStandard O|| aI hough th|s last™ point is speculation on my

Mr. Beaton advises and | believe his information to be correct,
that a distributor would be unable to purchase Pollution Liability
Insurance on his own from any other source.

| am aware of the fact that some carriers have announced policies

of not coverin ,oollutlon liability and currently are endorsing

all of the liability policies accordingly. [t iS5 my conclusiof

that it would be a very difficult requirément to impose upon

the small vil ag |st ibutor o?erated facilities, to ask that
purchase $1,000,000 of Pollution Liability Insurance.

| s ould point out that the oil terminal facilities handle

refined prod.sts, fuel oil, gasoline, and so forth.

|

It was my understanding originally that the oil terminal
facilitie’s which were the target ‘of the Tanker Bill were those
handlmq the exportation of crude ojl and, it perhaﬂs would be
desirable for the committee to consider limiting the application
of the Tanker Bill to those facilities.

Mr. Beaton indicated that while he could not remember which
were the three facilities which were not operated b
distributors, | would suspect that they do handle crude and
hecause they are owned and, operated by  Standard Oil, ma;{
covered under the International Consortium, known as CRISTAL.

If | can be of further assistance, please advise.
Yours cgctfially,

Richa d L. Block
Director



May 14, 1976

Memo to: Guy Van Doren
From: Norman Gorsuch
Re: HCS CSSSSB 406

Page 20, Line 10 , .
Strike lines 10 through 20 and replace with the following language:

(i1) partial, complete or defensively placed segregated ballast systems;

(iii) a double bottom of a minimum height of one-fifteenth of the

beam or two meters, whichever is the greater, or a double hull throughout
the cargo-carrying length or compartménts of the tank vessel of a
minimum~of two”meters;

Purpose:
,(1)psets forth clear statutory criteria that can be used b¥ DEC
in"setting risk certificate premiums - avoids arbitrary rate setting

%) recognizes that se?regated ballast systems on tankers are safer
than single hull vessels - arguably, double hulls would be even safer.
Allows some recognition in Premmm rates of difference between rate
for single hull Vvs. segregated ballast tankers.



Joan Ray called: May 12, 4:00 p.m.

Regarding insurance for the villages, it is ver¥ difficult to find
any company that will insure the “bulk storage at all.

Rates are: $2.00 per hundred for gross receipts, on liahility,

Jh to 8 or more of the value of the facility plus the
contents for fire insurance.

The Director for (Anecag??,called,her,from Seattle, He is very concerned
with the b|||.]c |t would hit their villages ver% hard. They now have
e

h
%%IQO% per facility for liability. It would

impossible to
1,000,000.

| told Joan about the 25,000 harrel suggestion. She feels that would
orobably take care of the villages. excépt for Barrow, which owns all

of its Tacilities. Barrow is Callipg her this afternoon to let her

know what their insurance costs and Situation is.

Joan will call you again tomorrow.

ra

P.S. Joan definitely feels that the best answer would be to separate
out the crude oil from the rest of the products.



House Resource Committee
Nels Anderson, Chairman
Pouch V

Juneau, Alaska

Dear Mr. Anderson:

The Bering Straits Native Corporation Office received
a copy of Senate Bill No. *106. Under this bill, 1if passed,
tighter restrictions would be put on tanker vessels and
storage facilities. In the original bill, under Section
30.25.060 - Exemptions, any marina which stores less than
20.000 gallons and any facility which stores less than
105.000 gallons are exempt from the proposed regulations.
In the Bering Straits Region, we have (3) three, possibly
™*) four villages that would fall under the new regulations.
Those villages, under the new regulations, would have an

added financial strain to meet those requirements. The
fuel that they purchase and store is also sold to other
villages nearby when shortages occur. IT they are to take

the time and money to meet the new requirements, less fuel
will be purchased because monies were or will be used to
upgrade their facilities; creating more of a shortage next
year. It"s bad enough already.

The Bering Straits Native Corporation supports the
Alaska Energy Office in increasing the figure 1in Section
30.25.060 from 105,000 gallons to *100,000 gallons for on-—
shore facilities; thus creating a less hardship on the
villages in this region.

Sincerely,

Isaac Piscoya
Assistant Vice President
Village Affairs

IP/sw

cc: Governor Jay Hammond
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THE LEGISLATURE OF THE

STATE OF ALASKA

FISCAL NOTE

Second Session - Ninth

REQUEST
Bill No. SB 406

Legislature

Title: O0il Terminal Facilities and Karine Transportation

Requested by: croft et. al.
Return Date Requested: asap

Date: April 23, 19

76

Agency : Environ. Conservation

FISCAL DETAIL

Budget Request Unit(s) Affected: Wwater Programs,

Program: Water Programs

A. EXPENDITURES:" (Thousands of dollars)
No inflation projected
OBJECT FY 76 FY 77 FY 78 FY 79
100 PERSONAL SERVICES 50.1 145.7 145.7
200 TRAVEL 8.0 38.0 38.0
300 CONTRACTUAL 38.4 815.4 815.4
400 COMMODITIES .5 2.0 2.0
500 EQUIPMENT 2.0 3.5 3.5
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.
TOTAL
99.0 1004.6 1004.6
B. FUNDING: (Thousands of dollars)
GENERAL FUND 99.0
FEDERAL FUNDS
OTHER 1004.6 1004.6
C. POSITIONS:
PERMANENT/TEMPORARY / 2/ 6/ 6 /
MAN MONTHS (P./T.) / 1 24/ 72/ T2
I11. ANALYSIS (See Fiscal Note Preparation Instructions,
SEE ATTACHED
1v. ATTACHMENTS
Analysis
V. DATE: April 23, 1976 PREPARED BY:
Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator

Named

Field Ops & Mgmt.

FY 80
145.7
38.0
815.4
2.0
3.5

1004.6

1004.6

1 6/

J

172/ ...

Section

1)

FY

145.

815.

Svcs.

81

38.

2.
3.

g o ph~oOoN

1004.6

1004.6



Once the program is established and operating, an additional cost is
incurred. However, this cost would be borne totally by the revolving
fund and supported by the risk charges. As envisioned by the Depart—
ment, the annual costs would be composed of the existing program staff,
field inspection and enforcement personnel, and the actual contingency
fund for oil spill cleanup. IfT satisfactory contractual arrangements
can be made, it is probable that actual oil spill cleanup activity
would be contracted to a firm specializing in these activities. The
annual costs would be:

l. Existing program staff.

1. One Range 17 Field Officer each in; Anchorage, Valdez,
and Southeast Alaska and an Accounting Clerk Il to
handle the revolving fund and miscellaneous program
support cost.

1. Contingency Fund from risk charges to cleanup oil
spills. IT oil spills are volum urily cleaned up by
industry, or if no spills occur, no costs are incurred
by the fund.

99.0

155.6

750.0
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is the desire of the House Resources Committee to include the
royalty gas from

in the

It

contract for the sale and purchase of state-owned

the North Cook Inlet Gas Field with Alaska Pipeline Company,
in the Journal.

Committee Report and have the contract printed

Nels A. Anderson, Jr., Chairman
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LEGISLATIVE AFFAIRS AGENCY

POUCH Y, STATE CAPITOL

MEMORANDUM 17 May 1976

SUBJECT: House CS for CS for Sponsor Substitute for
Senate Bill 1J06 ("The Tanker Bill™)

T0 : Rep. Nels Anderson, Jr., Chairman
House Resources Committee

FROM : Stuart C. HaliTsenior Legislative Counsel

In the House CS which you directed this office to prepare
incorporating various amendments adopted by the House Re—
sources Committee, we edited the language of proposed

AS 30.25.250(d)-(f), found on page 21, lines 17-29, in—
clusive, and on page 22, lines 1-*J, inclusive, to conform
it to the Legislative Drafting Manual and to the style ad—
hered to by this office contained in Dickerson, The Funda—
mentals of Leg?l Drafting (1965) and to eliminate excess
verbiage and redundancy. This editing makes no substantive
change in the amendments adopted by the committee or in the
bill.
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