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Madam Chairman and Members of the Committee:

My name is G eor ge Day. I have been employed by S t a n d a r d  Oil Compan y

of C a l i f o r n i a  for 28 years and have been the M a n a g e r  of my Company's

refinery and oil terminal in Kenai for the past four years. I 

apprec iate the o p p o r t u n i t y  to p r es ent my C o m p a n y ^  views on Spons or 

S u b s t i t u t e  for Senate Bill 406 as it pertain s to my Company's 

operations in the Cook Inlet and che Gulf of Alaska. F o l l owing my 

testimony, I will be availab le to answer any q u e s tions you may have.

My C o m p a n y  shares your concern for the p r e s e r v a t i o n  of the natural

b eauty and the ecolog ical integrity of the Cook Inlet and the A l a s k a n  

sea coast. Therefo re, we u n d e r s t a n d  your desire to take all p o s sible 

steps to assure the p r o t e c t i o n  of the coastal waters. However, we 

em p h a t i c a l l y  do not agree with the approach taken in this legislation. 

We do not agree because  we do not accept m a n y  of the assumptions made 

by the authors of the bill.

The a s s u m p t i o n s  I am refer r i n g  to are first, that spills, discharges, 

and the escape of p e t r o l e u m  products have o c c u r r e d  frequently in the 

past, are o c c u r r i n g  now, and p r e sent future threats of p o t e n t i a l l y  

ca t a s t r o p h i c  proportions. This is i n f lam matory l anguage because it 

implies that oil spills occur on a regular and p r e d i c t a b l e  basis.

This is d e m o n s t r a b l y  not true. There have been very few oil spills

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

As an a p p e n d i x  to my statem ", I am a t t a c hing a recap of a bulletin  

pr e pa red by the State of A l a s k a  Department of Natural Resources, 

Di v is ion of Oil and Gas. It is a t abulati on of the volume of oil



s p ill ed and the incidence of spills in the Cook Inlet from 1949 

to A u g u s t  of 1975. The B u l l e t i n  s p e c i f i c a l l y  notes the small v olume 

of s p i llage  a t t r i b u t e d  to the oil industry d u r i n g  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 a s s u m p t i o n  w h i c h  is that the damage

caused by oil spills is p e r m anent and longlasting.

There have been numerous studies taken over the years to d e t e rmine 

the after effects of oil spills, discharges, the leaks of p e t r o l e u m  

products. Two studies are p a r t i c u l a r l y  noteworthy. One was u n d e r­

taken in 1972 by the Gulf U n i v e r s i t i e s  Re sea r c h  C o n s o r t i u m  (GURC) 

w hich is comp osed of scientists and graduate students from el even 

univer s i t i e s  and non-p r o f i t  research instituties. The o b j e ctive 

of their study was a scient ific asses s m e n t  of the ecolog i c a l  effects 

of o f f s h o r e  oil drilling and p r o d u c t i o n  off the const of Lousiana.

The area chose n for study was one whi ch has been s u b j e c t e d  to over

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

s p i l l s .

After two years of intensive inv est i g a t i o n  und er the most rigid 

scient ific c o nditions GURC concluded:

(1) The area had not und ergone s i g n i f i c a n t  ecolog i c a l  change as 

a result of p e t r o l e u m  d r i lling and production.

(2) livery i ndica tion of good ecologic al health is present; the 

region is a h ighly p r o d u c t i v e  one from a b i o l o g i c a l  stand-



(3) C o n c e n t r a t i o n s  of all compounds w h i c h  are in any w a y  r e l a t e d  

to d r i l l i n g  or p r o d u c t i o n  are s u f f i c i e n t l y  low to p r e s e n t

no known p e r s i s t e n t  biological  hazards.

(4) Natural p h e n o m e n a  such as season a l i t y  and floods have 

m u c h  g r eat er impact u p o n  the e c o s y s t e m  than do p e t r o l e u m  

d r i l l i n g  and p r o d u c t i o n  activities.

In other words, after 25 years of oil and gas d r i l l i n g  operat i o n s ,  

GURC found there had been no adverse e n v i r o n m e n t a l / e c o l o g i c a l  impact.

The second study I w o u l d  like to refer you to concern s the effects of 

the 1971 San Francisco oil spill on marine life. The spill o c c u r r e d  

during the early m o r n i n g  hours when two vess els c o l l i d e d  under the 

G olde n Gate Bridge r e l e asing  840,000 gallons of B unker $ fuel. The 

oil was w a s h e d  up on intertidal shores throug h o u t  the San Francisco 

Bay Area.

The study was s p o n sored by the College of M a r i n e  School Distr i c t  

Board of Trustees. C o n d u c t e d  in 1972 and 1973, it found no li ngering 

effects of the oil spill in any of the marine species th rou g h o u t  

the intertidal transect sites. In fact, in a few instances, it was 

found that the mari ne or ganisms n  the reef t r a n s e c t s  p r e v i o u s l y  

c o v e r e d  by oil. had surpassed  pre-oil p o p u l a t i o n  levels.

Thus, I believe it is reason a b l e  to state that oil spills are of 

s h o r t - t e r m  d u r a t i o n  and, secondarily, that a l o n g - t e r m  effect is 

not measurable.



Now, the third a s s u m p t i o n  w hich I w o u l d  like to d i s c u s s  is the one 

that the p r e s e n t  c a p a b i l i t y  of p ersonnel, e quipment, and supplies 

are not ad equ a t e  in the event of an oil spill. On the basis of 

this assumption, S e c t i o n  30.25.110 of the bill w o u l d  permit the 

state to e s t a b l i s h  and m a i n t a i n  at ports, h arbors, or o t h e r  locations 

t h r o u g h o u t  the state personnel, equi pment and s u p p l i e s  to combat oil 

spill?. fhis w o u l d  be an e x t r emel y costly and u n n e c e s s a r y  step 

for the State of A l a s k a  to take.

The h i g h l y  e f f i c i e n t  natural d i s p e r s i o n  of the C o o k  Inlet and

o c e a n  w a t e r s  is one of the most effective mean s of c o m b a t i n g  oil

spills. A d d i t i o n a l l y ,  pr ofes s i o n a l  contr a c t o r s  and oil spill

c o o p e r a t i v e s  are r a p i d l y  a p p r o a c h i n g  the c a p a b i l i t y  to deal w i t h
• • % 

spills, leaks, and disch a r g e s  of p e t r o l e u m  produc ts. The privately-

f i n anced p r o g r a m s  include the Cook Inlet Oil Spill C o o p e r a t i v e

ready now w i t h  equipment. A  p r o d u c t i o n  c o o p e r a t i v e  in the Gu lf of

A l a s k a  is in the p r o c e s s  of p u r c h a s i n g  e q u i p m e n t  in p r e p a r a t i o n  for

oil and gas d r i l l i n g  there. Similarly, A l y e s k a  P i p e l i n e  Company

is d e v e l o p i n g  its own oil spill clean up c a p a b i l i t y  at Valdez. In

any event, the U.S. Coast Guard is charged, by law, w i t h  the

r e s p o n s i b i l i t y  for clea n i n g  up oil spills and its r e c o r d  for

doing so is an e x c e llent one.

T here are several other instances where this bill requi res a ction 

by the state in areas n o w  r e g u lated by federal au thorities.

S e c tion 30.25 .040 w o u l d  require a C e r t i f i c a t e  of I n s u rance  as a 

c o n d i t i o n  of o p e r a t i o n  for a terminal facility or a vessel engag ed 

in the t r a n s p o r t a t i o n  o f  p e t r o l e u m  products. Such a c e r t i f i c a t e



could o T be o b t a i n e d  upon s ub mission of s a t i s f a c t o r y  evidence 

that th ^.p licant has, or is in the process of, i m p lementing  

state and federal plans and regula tions for the control and a b a t e m e n t  

of oil pollution. S e ction 30.25.010(d)(4 ), declares it to be a 

pu rpose of the act to establish a fund for the i n s p e c t i o n  and s u p e r­

vision of oil transfer activities. These two p r o v i s i o n s  w o u l d  be 

d u p l i c a t i v e  of a u t h ority already granted u n d e r  federal law.

The U.S. Coast Guard, acting u nder the a u t h o r i t y  of the Federal W a t e r  

Po l l u t i o n  Control Act Amen dm e n t s  of 1972, r e g u l a r l y  inspects and 

mo n it ors all oil trans fer facilities.

It may suspend operations at any time jn the event a threat of a 

d i s c h a r g e  is found to exist. In addition, the o p e r a t o r  of each 

transfer facility is required to prepar e and submit an O p e r a t i o n s  

Manual descri b i n g  the pr ocedures followed to meet s p e c i fied 

op e r a t i n g  rules and equipmen t requirements. These include ready 

access to oil c o ntai nment material and equipment, l i c e nsing of tanker 

employees and c e r t i f i c a t i o n  of terminal employees involve d in oil 

transfer activities. Forming a State force to d u p l i c a t e  what is 

now b eing s a t i s f a c t o r i l y  done by the Coast Guard w o u l d  be a w a s t e f u l  

ex p e n d i t u r e  of the consumers dollar.

. A n o t h e r  example of dupli c a t i o n  is the r equ irement of EPA for the 

p r e p a r a t i o n  of Spill Preventio n and C o u n t e r m e a s u r e  Plans for 

refineri es and storage terminals. A further example is Section 

30.25.010(d)(1) which confers upon the Depart m e n t  of C o n s e r v a t i o n
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the a u t h o r i t y  to deal w i t h  the po tential d anger p o s e d  by the transfer 

of p e t r o l e u m  p r o d u c t s  t h rough the exercise of the po lice p o w e r  of 

the State. Again, the U.S. Coast Guard is required, by law, to 

e x e rcise all the p olice powers stated h e r e i n  for the n a v i g a b l e  waters 

of the U n i t e d  States. • In this regard, if a terminal fails to 

clean up a spill, the Coast Guard is r e q u i r e d  to do so and then 

to o b t a i n  r e i m b u r s e m e n t  fxom the terminal.

The final point I w o u l d  like to m e n t i o n  today regards the e s t a b l i s h­

ment by the state of a fund to guar antee the p rompt p a yment of 

reason a b l e  dama ges r e s u l t i n g  from oil spills. It is my hope that 

the C o n gress will move v e r y  shortly to enact legisla tion w h i c h  would 

es t a b l i s h  a fund to cover claims for oil spill damages; create a 

u n i f o r m  n a t i o n w i d e  s y s t e m  of strict liabil ity for oil spill damages 

and settle m e n t  of claims; and implement two internati onal conventions  

dealing  w i t h  oil p o l l u t i o n  caused by tankers on the high seas. The 

pu rpose of the federal bill, known as the C o m p r e h e n s i v e  Oil Pollution 

L i a b ility and C o m p e n s a t i o n  Act of 1975, is to insure that any damaged 

party will be c o m p e n s a t e d  regardless of the source of the oil spill. 

Secondly, its p u r p o s e  is to c l e arly fix r e s p o n s i b i l i t y  and liability 

for an oil spill. To meet these objectives, the bill specifies 

the types of damages that w o u l d  be r e c o g n i z e d  and the p ro cedures to 

be f o l lowed in o b t a i n i n g  recovery. Rather than a p a t c h w o r k  of 

di f f e r i n g  and often c o n f l i c t i n g  laws p r o v i d i n g  c o m p e n s a t i o n  for 

damages, here is an o p p o r t u n i t y  to c entr a l i z e  the whole funding 

and r e c overy procedure. I urge this c o m m ittee to consi d e r  the 

merits of the federal l egislati on an 1 in so doing, defer taking 

action until the Federal Govern m e n t  has had an o p p o r t u n i t y  to act 

on its program.



In a d d i t i o n  I w o u l d  like to remind you of the two e x i s t i n g  funds 

e s t a b l i s h e d  v o l u n t a r i l y  by tanker owners and cargo owners. The 

first p r o g r a m  is the T anker Owners V o l u n t a r y  A g r e e m e n t  C o n c e r n i n g  

Liabi l i t y  for Oil P o l l u t i o n  ( T O V A L O P ) , w h i c h  p r o vides that, 

irrespe ctive of liability, p a r t i c i p a t i n g  tanker owners m a y  cla im 

r e i mbursem ent for costs incurred in v o l u n t a r i l y  c l e a n i n g  up oil 

spills. The second p r o g r a m  is the Contr a c t  R e g a r d i n g  an I n te rim 

S u p p l e m e n t  to T a n k e r  L i a b i l i t y  ( C R I S T A L ) , w h i c h  was d e v e l o p e d  by 

oil cargo owners to p r o v i d e  addition al p r o t e c t i o n  -- for p r i v a t e  

citizens as well as for governmen ts - - b y  e x t e n d i n g  the limit for 

each incident up to as m u c h  as $30 million.

The b road i n d u s t r y  cover a g e  under these programs p r o vides sound 

p r o t e c t i o n  in the event of a spill and encoura ges ship o wners to 

take promp t remedial action.

In conclusion, we believe that the p r o t e c t i o n  now a v i lable to the 

State as o u t li ned above is ent ir e l y  adequate to the task of 

m o n i t o r i n g  and i nspectin g p e t r o l e u m  prod uct trans f e r  operations. 

What is more, the equipment, supplies, and p e r s onnel p r o v i d e d  by 

private cooperativ es, contractors, and the Coast Guard is simi l a r l y  

adequate to protect the w aters of the State from u n t i m e l y  leaks, 

d ischarges and spills of p e t r o l e u m  products. Hence, no further 

l e gislatio n is necessary, p a r t i c u l a r l y  l egisl a t i o n  as c o stly to 

the taxpayers of the State as this bill will be w h i l e  y i e l d i n g  a 

c o r r e s p o n d i n g l y  low level of return.
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I h o p e  the views I have p r e s e n t e d  will be helpful to y o u  and I 

r e s p e c t f u l l y  urge that you consider them and reject this bill.

T h a n k  y o u  for p e r m i t t i n g  me to speak with  y o u  this afternoon. I 

will be happy to answer any qu estions yo u may have.



S T A T E  O F  A L A S K A  

D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S  

D I V I S I O N  O F  O I L  A N D  G A S  

3 0 0 1  P O R C U P I N E  D R .  A N C H O R A G E ,  A L A S K A  9 9 5 0 1

J A Y  S. H A M M O N D ,  G O V E R N O R  

B U L L E T I N  

F E B R U A R Y  1 9 7 6

G U Y  R  M A R T I N :  C O M M I S S I O N E R  O . K .  G I L B R E T H  J R . ,  D I R E C T O R

O I L  S P I L L S  I N  C O O K  I N L E T

A  t a b u l a t i o n  h a s  b e e n  p r e p a r e d  s h o w i n g  o i l  s p i l l  v o l u m e s  a n d  

i n c i d e n c e  o f  s p i l l s  i n  t h e  C o o k  I n l e t .  T h e  d a t a  w e r e  o b t a i n e d  

f r o m  t h e  E P A  a n d  C o a s t  G u a r d .

T h e  s p i l l s  a r e  b r o k e n  d o w n  i n t o  t h r e e  c a t e g o r i e s :  (1) o i l

i n d u s t r y  r e l a t e d ;  (2) n o n - o i l  i n d u s t r y  r e l a t e d  a n d ;  (3) u n k n o w n  

s o u r c e s .  T h i s  i s  t h e  f i r s t  t i m e  to o u r  k n o w l e d g e  t h a t  a b r e a k ­

d o w n  s u c h  a s  t h i s  h a s  b e e n  r e p o r t e d .  I t  s h o u l d  b e  n o t e d  t h a t  

t h e r e  a r e  n o  v o l u m e s  r e p o r t e d  w i t h  t h e  u n k n o w n  s o u r c e  s p i l l s  

b e c a u s e  t h e  s m a l l  v o l u m e s  c o u l d  n o t  b e  d e t e r m i n e d ,

T h e  n o n - o i l  i n d u s t r y  r e l a t e d  s p i l l s  a r t  t h o n e  t h a t  w o u l d  h a v e  

o c c u r r e d  e v e n  i f  '-.here w a s  n o  o i l  I n d u s t r y  a c t i v i t y  i n  t h e  

I n l e t ,  e . g . ,  a f u e l  o i l  s p i l l  f r o m  a t a n k e r  b r i n g i n g 'f u e l  to 

A n c h o r a g e  f o r  d o m e s t i c  u s e .

I t  is i n t e r e s t i n g  t o  n o t e  t h e  s m a l l  v o l u m e  o f  s p i l l a g e  

a t t r i b u t e d  t o  t h e  o i l  i n d u s t r y  d u r i n g  t h e  l a s t  5 y e a r s ,  n a m e l y  

a t o t a l  of ^ 5  b a r r e l s .

I t  h a s  b e e n  t h e  p r a c t i c e  i n  t h e  p a s t  f o r  p e r s o n s  m a k i n g  E . I . S .  

o r  e n v i r o n m e n t a l  a s s e s s m e n t  s t u d i e s  to  t a k e  d a t a  f r o m  o n e  a r e a  

a n d  u s e  f o r  e x t r a p o l a t i n g  i n  o t h e r  a r e a s  o f  p r o d u c i n g  o i l  

i n d u s t r y ,t h i s  d i s t o r t e d  p i c t u r e  c o u l d  b e  c o m p o u n d e d  b y  t r y i n g  

t o  a p p l y  t h i s  d a t a  t o  o t h e r  a r e a s  b e i n g  e v a l u a t e d  f o r  p o t e n t i a l  

i m p a c t  o f  o i l  i n d u s t r y  a c t i v i t y .



Y E A R

O I L  I N D U S T R Y  O T H E R  S O U R C E S  U N K N O W N

S P I L L  V O L U M E  S P I L L  V O L U M E  S O U R C E
B B L S _________I N C I D E N T S ________B B L S ___________I N C I D E N T S  • I N C I D E N T S

1949 •
1962 No data 1
1964
1965 160 1

1966 4,855 28

1967 1, 824 47
1968 1,070 49

1969 918 21
1970 1,039 23

1971 72 12
1972 19 8

1973 24 6

1974 19 25

1975* _  11 ___2

10,011 223

^ t h r o u g h 8/21/75

30 1 0
0

No data 1 0
0

30 2 13

10,000 1 26

389 17 18

6,243 10 12

3,984 9 31

1,794 6 15
32 7 1
29 8 1

268 7 4
18 4 3

22,817 73 124

(Total I n c i d e n t s *» 420)

O I L  I N D U S T R Y  O T H E R  S O U R C E S

O V E R A L L  AVERAG E SIZE O F  SPILL 45 bbls
A V E R A G E  SIZE OF SPILL LAST 5 Y R S . 3 bbls
T O T A L  VOLUME S P I L L E D  L A S T  5 yrs. 145 bbl*

313 bbls 
67 bbls 

2,141 bbls



House  o f  R e p r e s e n t a t i v e s  
R e s o u r c e s  C omm i t t e e  
I n  S e s s i o n  
J u n e a u ,  A l a s k a

A t t e n t i o n :  The H o n o r a b l e  N e l s  A n d e r s o n ,  C h a i rm a n

Re: S e n a t e  B i l l  406

At  y o u r  s e s s i o n  on Mo nd ay ,  May 10th ,  on t h e  o c r  i o n  o f  my 
t e s t i f y i n g  as t o  t h e  i n s u r a n c e  a s p e c t s  o f  t h e  T a n k e r  B i l l ,
I  was a s ked  to i n v e s t i g a t e  t h e  c o s t s  o f  P o l l u t i o n  L i a b i l i t y  
I n s u r a n c e  f o r  t h e  o i l  t e r m i n a l  f a c i l i t i e s  i n  t h e  bush  a r e a s  
o f  A1a s ka .

I am happy  to  g i v e  you  t h e  f o l l o w i n g  r e p o r t  w h i c h  i s ,  a t  t h i s  
t i m e ,  s k e t c h y  b u t  I hope w i l l  p r o v e  h e l p f u l .

P e r h a p s  t h e  mos t  h e l p f u l  s o u r c e  o f  i n f o r m a t i o n  has been  Mr .  
W i l l i a m  B e a t o n ,  S e n i o r  I n s u r a n c e  A n a l y s t  f o r  S t a n d a r d  O i l  
o f  C a l i f o r n i a .  Mr .  B e a t o n  i s  r e s p o n s i b l e  f o r  t h e  i n s u r a n c e  
p l a c e m e n t  r e q u i r e m e n t s  f o r  a l l  o f  t h e  o i l  d i s t r i b u t i o n  
f a c i l i t i e s  i n  t h e  w e s t e r n  s t a t e s  i n c l u d i n g  A l a s k a  w h i c h  i n ­
c l u d e s  a r r a n g i n g  f o r  t h e  i n s u r a n c e  f o r  a l l  bush o i l  t e r m i n a l  
f a c i l i t i e s .  I w o u l d  s u g g e s t  t h a t  i f  f u r t h e r  d e t a i l e d  i n f o r m a ­
t i o n  i s  r e q u i r e d  t h a t  M r .  B ea t o n  s h o u l d  be c o n t a c t e d  d i r e c t l y .

I n  o u r  c o n v e r s a t i o n ,  Mr .  B e a t o n  a d v i s e d  t h a t  S t a n d a r d  O i l  
Company o f  C a l i f o r n i a  owns a l l  o f  t h e  p h y s i c a l  p l a n t s  a t  
e a ch  o f  t h e  o i l  t e r m i n a l  f a c i l i t i e s .  W i t h  r e s p e c t  t o  a l l  
o f  t h e  f a c i l i t i e s  i n  A l a s k a  e x c e p t  t h r e e ,  S t a n d a r d  O i l  e n t e r s  
i n t o  a c o n t r a c t u a l  r e l a t i o n s h i p  w i t h  t h e  d i s t r i b u t o r ,  w h i c h  
amoun t s  t o  t h e  l e a s e  o f  t h e  p r e m i s e s  and an o p e r a t i o n s  a g r e e ­
men t  w h i c h  i n c l u d e s  t h e  p r o v i s i o n s  f o r  t h e  p u r c h a s e  and d i s ­
t r i b u t i o n  o f  S t a n d a r d  O i l  p r o d u c t s  and t h e  r e q u i r e m e n t s  f o r  
p r o p e r  o p e r a t i o n  o f  t h e  f a c i l i t y .

I n c l u d e d  i s  t h e  r e q u i r e m e n t  t h a t  t h e  d i s t r i b u t o r  p u r c h a s e  and 
m a i n t a i n  a d e q u a t e  l i m i t s  o f  l i a b i l i t y  i n s u r a n c e .  The d i s t r i b u t o r  
i s  f r e e  t o  p u r c h a s e  h i s  l i a b i l i t y  i n s u r a n c e  f rom any  s o u r c e ,  
h o w e v e r ,  S t a n d a r d  O i l  makes a v a i l a b l e  an i n s u r a n c e  p r og r am 
i n  w h i c h  t h e  d i s t r i b u t o r  has t h e  o p t i o n  t o  p a r t i c i p a t e  w h i c h  
has been  a r r a n g e d  by S t a n d a r d  O i l  w i t h  t h e  H a r t f o r d  I n s u r a n c e  
Company .  Unde r  t h i s  p r o g r am H a r t f o r d  p r o v i d e s  B o d i l y  I n j u r y
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L i a b i l i t y  p r o t e c t i o n  up t o  l i m i t s  o f  $100,000/300,000 and 
i n c l u d e s  a p o l l u t i o n  e n d o r s em e n t  f o r  b o t h  i n t e n t i o n a l  and 
a c c i d e n t a l  damages up t o  $25,000. T h i s  p o l i c y  has a s p e c i a l l y  
a r r a n g e d  p r em i um o f  70<£ p e r  1 ,000 g a l l o n s  o f  c a p a c i t y  a t  
t h e  o i l  t e r m i n a l  f a c i l i t y .  F o r  e x a m p l e ,  t h e  v i l l a g e  f a c i l i t i e s  
w h i c h  we r e  i n c l u d e d  on a l i s t  g i v e n  me by R e p r e s e n t a t i v e  H u n t i n g t o n ,  
had an a v e r a g e  g a l l o n  c a p a c i t y  o f  a b o u t  300,000 g a l l o n s .  A
300,000 g a l l o n  f a c i l i t y  w o u l d  h a v e  a p r em i um  o f  $210.00 p e r  
y e a r .

T h i s  i s  an e x t r e m e l y  f a v o r a b l e  r a t e  and i s  p e r h a p s  a v a i l a b l e  
b e c a u s e  o f  t h e  p r o g r am  b e i n g  a r r a n g e d  and p r o b a b l y  s u b s i d i z e d  
by S t a n d a r d  O i l  a l t h o u g h  t h i s  l a s t  p o i n t  i s  s p e c u l a t i o n  on my 
p a r t .

Mr .  B e a t o n  a d v i s e s  and I b e l i e v e  h i s  i n f o r m a t i o n  t o  be c o r r e c t ,  
t h a t  a d i s t r i b u t o r  w o u l d  be u n a b l e  t o  p u r c h a s e  P o l l u t i o n  L i a b i l i t y  
I n s u r a n c e  on h i s  own f rom any o t h e r  s o u r c e .

I am awa r e  o f  t h e  f a c t  t h a t  some c a r r i e r s  ha ve  a n n o u n c e d  p o l i c i e s  
o f  n o t  c o v e r i n g  p o l l u t i o n  l i a b i l i t y  and c u r r e n t l y  a r e  e n d o r s i n g  
a l l  o f  t h e  l i a b i l i t y  p o l i c i e s  a c c o r d i n g l y .  I t  i s  my c o n c l u s i o n  
t h a t  i t  w o u l d  be a v e r y  d i f f i c u l t  r e q u i r e m e n t  t o  im p o s e  upon 
t h e  s m a l l  v i l l a g e  d i s t r i b u t o r  o p e r a t e d  f a c i l i t i e s ,  t o  ask t h a t  
t h e y  p u r c h a s e  $1,000,000 o f  P o l l u t i o n  L i a b i l i t y  I n s u r a n c e .
I s h o u l d  p o i n t  o u t  t h a t  t h e  o i l  t e r m i n a l  f a c i l i t i e s  h a n d l e  
r e f i n e d  p r o d . s t s ,  f u e l  o i l ,  g a s o l i n e ,  and so f o r t h .

I t  was my u n d e r s t a n d i n g  o r i g i n a l l y  t h a t  t h e  o i l  t e r m i n a l  
f a c i l i t i e s  w h i c h  we r e  t h e  t a r g e t  o f  t h e  T a n k e r  B i l l  w e r e  t h o s e  
h a n d l i n g  t h e  e x p o r t a t i o n  o f  c r u d e  o i l  and i t  p e r h a p s  w o u l d  be 
d e s i r a b l e  f o r  t h e  c o m m i t t e e  t o  c o n s i d e r  l i m i t i n g  t h e  a p p l i c a t i o n  
o f  t h e  T a n k e r  B i l l  t o  t h o s e  f a c i l i t i e s .

Mr .  B e a t o n  i n d i c a t e d  t h a t  w h i l e  he c o u l d  n o t  r emember  w h i c h  
w e r e  t h e  t h r e e  f a c i l i t i e s  w h i c h  we re  n o t  o p e r a t e d  by 
d i s t r i b u t o r s ,  I w o u l d  s u s p e c t  t h a t  t h e y  do h a n d l e  c r u d e  and 
b e c a u s e  t h e y  a r e  owned and o p e r a t e d  by S t a n d a r d  O i l ,  may be 
c o v e r e d  u n d e r  t h e  I n t e r n a t i o n a l  C o n s o r t i u m ,  known as CR ISTAL .

I f  I c a n  be o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  a d v i s e .

You r s  c g c t f i a l l y ,

R i c h a r d  L.  B l o c k  
D i r e c t o r



May 14, 1976

Memo to: Guy Van Doren 

From: Norman Gorsuch

Re: HCS CSSSSB 406

Page 20, L i ne 10
S t r i k e  l i n e s  10 through 20 and r ep l ace  w i t h  the f o l l ow i ng  language:

( i i )  p a r t i a l ,  complete or d e f e n s i v e l y  p l aced segregated b a l l a s t  systems;

( i i i )  a doub l e bottom o f  a minimum he igh t  o f  o ne-f i f t een t h  o f  the
beam or two meters ,  wh i chever  i s  the g r ea t er ,  or  a double h u l l  throughout 
the cargo-carry i ng l ength  or compartments o f  the tank vessel  o f  a 
minimum o f  two meters;

Purpose:
(1) sets f o r t h  c l e a r  s ta tu to r y  c r i t e r i a  t h a t  can be used by DEC
i n  s e t t i n g  r i s k  c e r t i f i c a t e  premiums - avoids a r b i t r a r y  rate s e t t i n g

(2) recogn i zes tha t  segregated b a l l a s t  systems on tankers are safer  
than s i n g l e  h u l l  vesse l s  - arguab l y ,  double h u l l s  would be even sa fer .  
Al lows some r e c ogn i t i o n  i n  premium rates o f  d i f f e r e n c e  between rate 
for  s i n g l e  h u l l  vs .  segregated b a l l a s t  tankers .



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

Regarding i nsurance for  the v i l l a g e s ,  i t  i s  very d i f f i c u l t  to f i n d  
any company t ha t  w i l l  i nsu re  the bulk storage at  a l l .

Rates are: $2.00 per hundred f or  gross r e c e i p t s ,  on l i a b i l i t y ,

3% to 8% or more of  the va l ue o f  the f a c i l i t y  p lus the 
contents for  f i r e  i nsurance .

The D i r e c t o r  f o r  (Aneca)??cal led her from S e a t t l e .  He i s  very concerned 
w i th  the b i l l .  I t  would h i t  t h e i r  v i l l a g e s  very hard. They now have 
$300,000 per f a c i l i t y  for  l i a b i l i t y .  I t  would be imposs i b l e  to 
handle $1,000,000.

I t o l d  Joan about the 25,000 barre l  suggest i on .  She f e e l s  tha t  would 
orobably take care o f  the v i l l a g e s  except f o r  Barrow, which owns a l l  
of  i t s  f a c i l i t i e s .  Barrow i s  c a l l i n g  her t h i s  af ternoon to l e t  her 
know what t h e i r  i nsurance costs and s i t u a t i o n  i s .

Joan w i l l  c a l l  you again tomorrow.

ra

P.S. Joan d e f i n i t e l y  f ee l s  that  the best answer would be to separate 
out the crude o i l  from the rest  o f  the products.



House Resource Committee 
Nels Anderson, Chairman 
Pouch V
Juneau, Alaska

Dear Mr. Anderson:

The Bering Straits Native C o r p o r a t i o n  O ff ice received 
a copy of Senate Bill No. *106. Under this bill, if passed, 
tighter restrictions would be put on tanker vessels  and 
storage facilities. In the original bill, u n d e r  Section
30.25.060 - Exemptions, any m arina w h i c h  stores less than
20.000 gallons and any facility which stores less than
105.000 gallons are exempt from the proposed regulations.
In the B erin g 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. If 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 C o r p o r a t i o n  supports the 
Alaska Energy Office in increasing the figure in Section
30.25.060 from 105,000 gallons to *100,000 gallons for o n­
shore facilities; thus creating a less h a r d s h i p  on the 
villages in this region.

S i n c e r e l y ,

Isaac Piscoya 
Assistant Vice President 
Village Affairs

IP/sw

cc: Governor Jay Hammond
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t/c2 CLFtî jMr-rr̂  .
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-n̂ ŷ f-ŷ  'pf̂ *'7)23 <̂ <*/̂ ’ 'J fcAr< 71

/, ifuy$"f' ~drtf

Trji, 7^^f,yA 0°r-yC~*-r̂  J-r-r\yy''' ->^-ir~y^~p^l^7p
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THE LEGISLATURE OF THE STATE OF ALASKA
FISCAL NOTE

Second Session - Ninth Legislature

I. REQUEST
Bill No. SB 406_______________________________________________________________________

Title: Oil Terminal Facilities and Karine Transportation________________

R e q u e s t e d  by: croft et. al. Date: April 23, 1976
Return Date Requested:____ a s a p ___________________________________________________

Agency : Environ. Conservation____________ Program: Water Programs______

II. FISCAL DETAIL
Budget Request Unit(s) Affected: Water Programs, Field Ops & Mgmt. Svcs.

A. E X P E N D I T U R E S : ' (Thousands of dollars)

No inflation projected

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 FY 81
100 PERSONAL SERVICES 50.1 145.7 145.7 145.7 145.7
200 TRAVEL 8.0 38.0 38.0 38.0 38.0
300 CONTRACTUAL 38.4 815.4 815.4 815.4 815.4
400 COMMODITIES .5 2.0 2.0 2.0 2.0
500 EQUIPMENT 2.0 3.5 3.5 3.5 3.5
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.

-

TOTAL
99.0 1004.6 1004.6 1004.6 1004.6

B. FUNDING: (Thousands 

GENERAL FUND

of doll a r s ) 

99.0
FEDERAL FUNDS
OTHER 1004.6 1004.6 1004.6 1004.6

C. POSITIONS:

PERMANENT/TEMPORARY / 2 / 6 / 6 / I 6 /  J 6. / ____
MAN MONTHS (P./T.) / I 24/ . 7 2 / ___ 72 1 72/ ... 72 /..

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III) 

SEE ATTACHED

IV. A T T A C H M E N T S  

Analysis

V. DATE: April 23, 1976 PREPARED BY:

Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named
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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 D e p a r t­

ment, the annual costs wo u l d  be composed of the existing program staff, 

field inspection and enforcement personnel, and the actual contingency 

fund for oil spill cleanup. If 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:

I. Existing program staff.

II. One Range 17 Field Officer each in; Anchorage, Valdez, 

and Southeast Alaska and an Accounting Clerk II to 

handle the revolving fund and miscellaneous program 

support cost.

III. Contingency Fund from risk charges to cleanup oil

spills. If oil spills are v o l u m  urily cleaned up by 

industry, or if no spills occur, no costs are incurred 

by the fund.

99.0

155.6

750.0



It is the d e s i r e  o f  the H o u s e  R e s o u r c e s  C o m m i t t e e  to i n c l u d e  the 

c o n t r a c t  f o r  the s a l e  and p u r c h a s e  o f  s t a t e - o w n e d  r o y a l t y  gas f r o m  

t h e  N o r t h  C o o k  I n l e t  Gas F i e l d  w i t h  A l a s k a  P i p e l i n e  C o m p a n y ,  in the 

C o m m i t t e e  R e p o r t  and  hav e  the c o n t r a c t  p r i n t e d  in th e  J o u rnal.

nuuoc. OUUKL.C.J o umi i i tn  kctuki

N e l s  A. A n d e r s o n ,  Jr., C h a i r m a n



T M T d  m  th llh M lh

¥ 5 1 1 1  t L t E d O g t t J I F M l I
POUCH Y ,  STATE CAPITOL 

99811

LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  1 7  May 1976

SUBJECT: House CS for CS for S p o n s o r  Substitute for
Senate Bill !J06 ("The T anker Bill")

TO : Rep. Nels Anderson, Jr., C hairman
House Resources Committee

FROM : Stuart C. H a l i T s e n i o r  Legislative Counsel

In the House CS whic h you directed this office to prepare 
incorporating  various amendm e n t s  adopted by the House R e­
sources Committee, we edited the language of proposed 
AS 30.2 5 . 2 5 0 ( d ) - ( f ), found on page 21, lines 1^1-29, in­
clusive, and on page 22, lines 1-*J, inclusive, to conform 
it to the Le gislative D r a f t i n g  Manual and to the style a d­
hered to by this office contained in Dickerson, The F u n d a­
mentals of Leg?I D r a f t i n g  (1 9 6 5 ) and to eliminate excess 
verbiage and redundancy. This e d i t i n g  makes no substantive 
change in the amendments adopted by the committee or in the 
bill.
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