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IN THE HOUSE 

2 

3 

4 

5 

.. 
I •·, .... ~- . 
. ' ~ .. ' ·.~ 

., 

.· . 
aY THE FI~ANcE coMMITTEE 

CS FOR HOUSE BILL NO. 565 (Finance) 

IN THE LEGISi.ATURE OF· THE STATE OF ALASKA 
'. ' 

SIXTEENTH LEGISLATURE - SECOND SESSION 

A BILL 

6 For an Act entitled: "An Act relating to civil penalty, d~ages, costs, 

7 and attorney fee provisions concerning the discharge 

8 of oil and other en~ironmental violations." 

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

10 * Section l. AS 46.03. ·758(a) is amended to read: 

11 (a) The legislature finds that 

12 --.. ( 1) recent information discloses that the disc~.•.arge of oil 

13 may cause significant short and long-term damage to the state's en-

14 vironment; even [ • EVEN] minute quantities of oil released to the 

15 environment may cause high mortalities among larval and juvenile forms 

16 of important commercial species, may affect salmon migration patterns, 

17 and may otherwise degrade and diminish the renewable resources of tpe 

18 state; 

19 (2) th.e exact nature ~nd extent of oil pollution can be 

20 neither documented with certainty nor precisely quantified on a spill-

21 by-spill ·basis; however_, in light of the magnitude of harm that 

22 [WHICH] may be caused .by oil discharges, and the vital importance of ,. 

and ·subsistence fishing, . ' 
commercial, tourism, and Alaska.' s sport 23 

' 

.natur~l ·abundance and ·bea~ty· to the 
. • . .· .· - . '! .. 

its .qua'iity ·of. ' life· ~ · it is ... the jU;dgment ·of .' th:e . legislathre 

24 economic future of the state . and 
·•"'· '.o• 't 

that sub-25 

should be imposed ·for the discharge of ;of i'·"iri 
' . ~ . .. ·' 



. '. 

.. '• 

or unquantifiable na~U1'.''3./ · · ~ompensation would not · otherwise · be re-· 

2 cei'.""ed; and 
'. 

3 ' (3) the handlin111 pf oil iri large quantities · is a hazardous 
I . . . 

4 undertaking that [WHICHJ pos~~s a ~ignific;:ant thre.at to .. t~e economy and. 

5 environment of the state, that [WHICHJ can be substantially reduced 

6 only by the taking of rigorous safety precautions involving consider-

7 able expense; conversely, persons handling oil in smaller amounts 

8 

9 

10 

11 

12 

13 

14 

15 

16 

might pose a ·~orrespondingly lower r~sk to the economy and environment 

of the state, and might be (AREJ capable of safe oil handling prac­

tices at correspondingly lower costs [; IN ORDER TO PROVIDE AN INCEN-

TIVE WHICH IS EFFECTIVE, BUT NOT PUNITIVE, IT IS NECESSARY AND APPRO­

PRIATE THAT THE ASSESSMENT OF CIVIL PENALTIES FOR DISCHARGES OF SMALL 

QUANTITIES OP OIL BE LEFT FOR CASE-: BY-CASE JUDICIAL DETERMINATION, 

WHILE INSURIN'G, THROUGH THE PENALTY PROVISIONS OF THIS SECTION, THAT 

THE HANDLING OF OIL IN LARGE QUANTITIES OCCURS IN A MANNER WHICH WILL 

NOT IMPAIR THE RENEWABLE RESOURCES OF THE STATE]. 

n * Sec. 2. AS 46.03 .• 758(b) is repealed and reenacted to read: 

1a (b) In 'order to promote th~ safe handiing of oil , the department 

19 shall adopt regu~ations that establish a schedule of penalties for 

20 discharges .of oil. into the receiving environments described in ( l) -

21 {3) of th~s subsection. Subject to AS 46.08. 761 and (m) of this 

22 section, the penalties may not exceed 

23 ( 1) $12. 50 per gallon of oil that enters an anadromous 
I 

24 stream ·or· ot:her freshwater envi.conment with si~if.ica&lt aquatic re-

25 

26 

sourc@~ ; 

., 
·I • 

c2;1 $8. OQ 
• ·~ \, ~- '1 ' I t' 

. int.e rti.dal, l>i cdnfine!i 

) /,. 

of· oil 
. '-.. ,... 

estuarine, ,. ,, . .. enters ·:·an that 
.'• . 



1 .. -, 

significant ~qua tic resotirces. ., ,. 

2 * Sec:. 3. AS 46. 03. 7 58 ( d) i's amended to reacf: 

3 (d) The schedule must [SHALL] vary. according to the toxicity, 

4 degradability.J.. and ·dispersal charactetisti'cs · of the oil. The s·ch~dµle 

s !!!!!!>t [SHALL] also var~ according to the sensitivity· and productivity 

6 of the receiving environment. Variations under. this subsection may be 

7 by subcategories of receiving environments, specific receiving en-

s vi:ronments, or both. The maximum penalties established in (b) of this 

g section must [SHALL] apply to discharges in the most sensitive and 

10 productive of receiving environments within each category of receiving 

11 environment, and the penalty must [SHALL] decrease for less productive 

12 or sensitive receiving environments. If oil is discharged into mul-

13 I tiple receiving environments, the penalty must be based upon the 

14 1
1 

schedule •penalty value applicable to the most sensitive and productive 

1s receiving environment unless the defendant proves how much oil entered 

16 each receiving environment by clear and convincing evidence. 

17 *Sec . 4. AS 46.03 . 758(e) is amended to read: 

18 (e) If a discharge of oil in excess of 500 [18,000] gallons not 

19 permitted under ?PPlicable state and federal law occurs within the 

20 territorial jurisdiction of the state, or into or upon t:he adjacent 

21 outer continental shelf of the state, the following persons, · in addi-
·I 

22 tion to tha person causing or permitting the discharge, are jointl.Y 

23 I and severally liable to the state, in a civil action, for the full 
' . 

24 this section and in the regu-: 
" .. ··~ 

from a . [ANY] connnercial , or 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

(A) 

(B) 

the owner ·and .operator of the 

the owner of the oil carried as cargo on the 
"1. . 

vessel at the time the vessel was loaded, if the loading:: .. occurreci 

within the territorial . jurisdiction of the state, or at .. · a d~ep-" . 

water port or other offshore storage facility adjacent to the 

state; however, if the owner of the oil temporarily trt.nsfers 

ownership of the oil to another person, and the transfer has the 

purpose or effect of evading the vicarious liability imposed by 

this section, the transferor will be consid~Led the owner of the 

oil for the purposes of this subsection; ~nd 

(3) if the discharge occurs from an offshore platform, t.~e 

12 lessee or permittee of the tract or acreage upon which the platform is 

13 situated, and the operator of the platform. 

16 

17 

18 

191 
, ·oj 

~ ·. 1 
' ) ./ 

*Sec. 5. AS 46.03.758(f) is repealed and reenacted to read:. 

(f) For purposes of assessing a penalty under (b) of this sec­

tion, in determining how many gallons of oil have been discharged, the 

court shall deduct the number of discharged gallons of oil that the 

· defendant proves by clear and convincing evidence were removed by the 

defendant from t~e environment within 365 r3.# js after the discharge as 

a result of a cleanup operation .undertaken in conformity w~th appli­

cable state and federal law, except that if the oil .was discharged 
.1 

22 ont.o a surface freshwater or sa.ltwater environmen_t or onto the surface l .. 
23 of public land , the court shall deduct the nmnber of discharged gal-

. ' .~ 

24 
I ' • ·• • 

lons : of oil that the defendant proves ·by clear and convincing eY,~d~~.ce 

25 were ren{oved by the defendant from the environment 
( .:·· 

within the. 'firs't 36 



for purposes of this subsection. 

2 * Sec. 6. AS 46.03. 758(i) is repealed and· ree·aacted to 'read: 

J (i) The i~position of a civil penalty under thi$ secti?n does 

4 not limit or otherwise affect the authority of the department to 

5 enforce a provision of· this chapter, AS 46. 04, or AS 46. ( • ~ 1, or to 

s recover damages, restoration expenses, investigation costs, court 

71 costs , and attorney fees. A person who pays a civil penalty imposed 

a under this section is entitled to set off the penalty amount paid 

g against a civil penalty awarded by a court against the person for the 

10 same discharge under AS 46.03.760(a). 

11 *Sec. 7. AS 46.03.758 is amended by adding a new subsection to read: 

12 (m) The penalty that would otherwise be assessed under (b) of 

13 this section shall be multiplied by a factor of five if a court deter-

14 mines that 

15 (1) the discharge was caused by the gross negligence or 

16 intentional act of the discharger; 

17 (2) the discharger did not take reasonable measures to 

1a contain and cleanup the discharged oil; or 

19 (3) th~ defendant did not respond in accordance with an 

20 approved oil discharge contingency plan. 
.. 

21 *Sec. 8. AS 46.03.759(a) is amended to read: 

22 (a) A person who is found to be liable undet any other state law 
. . 

23 for an unpermitted discharge of crude !=>il [IN EXCESS OF 18, 000 G:Af.-
. . 

24 LONS] is, in addition to liability for any other · penalties or for 

25 damages or the cost of containment and cleanup, liable .to the state i~ 

26 a civil action for a civil penalty, up to . a maximwri of $5QO,OOO,OOO , 

subject to adjustment under 

( 1) 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26· 

, .. 

(2) $12.50 per gallon of crude oil discharged for amounts 
.... 

discharged ·in excess of 420, 000 gallons, subject to adjustment under 

AS 46.03.761. 

*Sec. 9. AS 46.03.759(c) is amended to read: 

(c) Subject to the [$500,000,000] maxjmum set under (a) of this 

section the court shall assess five [FOUR] times the penalty amounts 

set out in (a) of this section if the· court finds 

( 1) the discharge was caused by the gross negligence or 

in.tentional act of the defendant; 

(2) the defendant did not take reasonable measures to 

cont~dn and clean up the discharged oil; or 

(3) the defendant did not respond in accordance with an 

approved oil discharge contingency plan. 

*Sec. 10. AS 46.03 . 759(d) is repealed and reenacted to read: 

(d) The imposition of a civil penalty under this section does 

not affec'c the authority of the department to enforce a provision of 

this chapter, AS 46.04, or AS 46.09, or to recover damages, restora-

tion expenses, inyestigation. costs, court costs, and attorney fees. A 

person who pays a civil penalty imposed under this section is entitled 

· to set off the penalty amount paid against a civil penalty awarded by 

a court against the person for the same discharge under AS .46. 03. -

760(a). 

*Sec. 11; AS 4-0.03.760(a) is repealed and reenacted to read: 
~,. . . . 

(a) A person who violates Qr causes or permits .to be violated a 

of this chapter, AS 46. 04, AS 46. 09, : or· a regulation, order. 



... 

nor mo~e than $100,000 a day for ·each violation, subject to aqjustment 

2 under, AS 46 . 03. 761. Each violation is a separate and distinct of-

3 fense, and where a violation continues from day to day each ~ay con-

4 stitutes a separate violation. The amount assessed by the court under 

5 this subsection must reflect, as applicable, 

6 (1) reasonable compensation for adverse environmental 

7 effects of the violation; 

B (2) reasonable costs incurred by the state in the detec-

g tion, investigation, and attempted correction of the violation; 

10 (3) the economic savings realized by the person in not 

11 complying with the requirement for whioh the violation is charged; 

12 (4) the prior history of violations committed by the per-

13 son; 

14 (5) the need for an enhanced civil penalty to deter future 

15 violations; 

16 (6) the extent and seriousness of the violation; 

17 (7) the person's attainment of compliance, within the 

18 shortest feasible time, with the requirement for which the violation 

19 is shown; 

20 (8) the person's ability to pay; and 

21 (9) other factors that the cn\~rt · determines are in the 

22 interest of justice. 

23 * Sec. 12 . . AS 46.03. 760(e) is aruended to read: ·· 

24 
.. ' . 

In addititm to lfability under (a) ·[- ( d) J, of this section; 

a person who violates or· causes ' or . permit~ · to be violated a prp~ision . 

. .,of AS 4,6,. 03. 7.40 _·_;· 46 ~ OJ ·. 750. is liable ·:to · the 's~ate· ;. in a ci~i{. ~'c:~··~~~ : . . . ' . . . . ·: 



the pollutant, restoration of the environment to its .former state, and 

2 all incidental administrative costs, 
' 

3 *Sec. 13. AS 46.03 .is amended by adding a new section to read: 

4 Sec. 46.03.761. ADJUSTMENT UF DOLLAR AMOUNTS. (a) The dollar 

s amounts in AS 46.03.758, 46.03.759, and 46.03.760 and in the regula-

6 tions adopted under AS 46. 03 . 7 58 change, as provided in this section, 

7 according to and to the extent of changes in the Consumer Price Index 

a for all urban consumers for the Anc~orage metropolitan area compiled 

g by the Bureau of Labor Statistics, United States Department of Labor 

10 (the index). The index for January of the Y.ear in which this section 

11 becomes effective is the reference base index. 

12 (b) The dollar amounts change on October 1 of ,~ach third year 

13 according to the percentage change between the index for January of 

14 that year and the most recent index used to determine whether to 

15 change the dollar amounts. After calculation of the new amounts, the 

16 resulting amounts shall be rounded to the nearest ,::ent . 

17 (c) Ii the index is revised, the percentage of change is cal-

18 culated on the basis of the revised index. If a revision of the index 

19 changes the refeqmce base index, a revised reference base index is 

20 d~termined by multiplying the reference base index applicable by the 

21 rebasing factor furnished by the United States Bureau of Labor Stat~s-

22 tics .. If the index is superseded, ·the . it~~ex referred ·to in this sec:-
•." 

23 tion is the one represented by· the Bureau ·of J;.abor Statistics ·as · 

24 re.fleeting: .most accura~ely changes 
.... • • f\> 

in the ptJ:rchasing power of · the 

dollar for · Alaskan .cb.nsumers: · 
.. 

' • I, 

a· re'gulation .. 



' \ 
I 

11 

,,\ 

' I 
I 

I 

regulations adopted under AS 46. 03 .. 758 (b) to reflect the changes in 

2 dollar amounts required by (b) of this section;' and 

3 (3) · announcing, promptly after the chariges occur, ch~nges 

4 in the index required by (c) of this section, including, if applica-

5 ble, the numerical equivalent of the reference base index under a 

6 revised reference base index and the designation or title of any index 

7 superseding the index. 

B 

9 

10 

I 

11 II 

12 1 

13 11 

14 11 

15 11 

16 1 
171 
I 

18 11 
•I 

19 
Ii 

20 ! 

(e) The department shall also provide notification of a change 

in dollar amounts required under (b) of this section to the clerks of 

court in each judicial district of the state. 

* Sec. 14 . AS 46.04.040(e) is amended to read: 

(e) Financial responsibility may be demonstrated by self-insur-

ance, insurance, surety, or guarantee, under terms the department may 

prescribe. An action brought under AS 46.03.758, 46.-03 . 760(e) 

[46.03.760(a) OR (e)], 46.03.822, or AS 46.04 . 030(g) or to collect 

penalties imposed under AS 46 . 03.759 may be brought in a state court 

directly against the insurer or another person providing evidence of 

financial responsibility. The applicant, and an insurer , surety, or 

guarantor shall appoint an agent for service of process in the state. 

An insurer must either be authorized by the Department of Commerce and 

21 Economic Development to sell insurance in the state or be an unau­

thorized insurer listed by the Department of Commerce and Economic 

Development as not disapproved for use in the state. 

*Sec. 15. AS 46.04.040(i) · is amended to read: ,. 

(i) Financial responsibil.ity · uri_. .. :r this section extends to a 
' t' • I ~ 



Anadromous stream or . 
or othar freshwater 

1 en~trorim~n·t , 
I f ~ ., • • 

Sensitive- or Jconfined ". 
saltwater 

Unconfined saltwater, 
public land, or freshwater 

w/o . significant 
·a uatic 

Anadromous stream or 
or other ft~~hwater 

environment 

Sensitive or confined 
saltwater 

Unconfined saltwater, 
public land, or freshwater 

w/o significant 
a uatlc resources 

$8/gal 
1st 420,000 gals 
$12.50/gal 

$8/gal 
1st 420,000 gc:!s 
$12.50/gal 
over 420,000 gals 

$8/gal 
1st 420,000 gals 
$12.50/gal . 
over 420 000 als 

$8/gal 
1st 420,000 gals 
$12.50/gal 

over 420,000 gals 

$8/gal 
1st 420,000 gals 
$12.50/gal 
over 420,000 gals 

$8/gal 
1st 420,000 gals 
$12.50/gal 

.... '.over 420 000 

Page 1 

$1 O/gal 



April 26 1 1990 

Hou•• Finance, senat~ Finance, and senate Judiciiry committees 

Dear Chairper1on1 
• 

The Bristol Bay CRSA ia writin9 to urg• your s
1 

ppott and quick 
passage of the. oil spill legislation - House Ei ls 409, 565, 567 
and 578. 

oui: reqion is vary conoarned that industry opp ui tion to theae 
bills not mar the tact they are baaed on recotnmend tions formulated 
by th• Oil Spill Commission. The commi••icn wa• specitically 
created by the le9ielatur• to •Kamin• the oauaea nf the spill and 
to recommend changes in public policy to prevent uture spills &nd 
pollution problems. . · 

Moreover, the oil spill legislation would instit e the safeguards 
called for by th• majority ot Alaskarui at the man publia hearin~s 
held on. thia issue. 

We respectfully a•k that you support all tour oi 8p!ll bills and 
pasa them out ot eommittea without furthGr delay 

Thank you tor your consideration ot ·this latter. 

Sincerely, 

~-;:1·R~ 
Alioe Ruby -~- -(j 
Chaitpet:son 
Bristol Bay CRSA 

cas senator Zharott 
Rapteaentative Jacko 
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COMMENTS OM SB ' 502, . SB : 50~, AKD SB 504 

GOVERNOR COWPER'S OIL & GAS LEGISLATIVE PACIAGE 
~o ~ei+eo~ · 

PRESENTED TO TH! SENATE SPECIAL COMMITTEE ON OIL & GAS 

MARCH 5, 1990 

MICHAEL S. O'MEARA 

P.O. BOX 1125, HOH!R, ALASIA 99603 

SB 502 CIVIL PEIALTIIS AID DAMAGE PIOYISIOIS 

Paae 2, Sec. 2, L1Aea 24 & 25 

The vordtn1 "penalties ••• may not exceed" should be changed to 
read, "penalti&a ••• shall be set at" 
At the very le&•t, 1f a maximum penalty is to be stated, the 
a mint=um penalty should ba stated as vell. Aa vritten, 
application of penalties tn discretionary. 

Page 4, Sec. 3, Line l 

I am pleased to see that the language exempting spills of 
18,000 gallons or leas has been stricken. P•nalties should 
apply to all spills reaardless ot size. 

Page 7, Sec. 8, Linea 20-23 

This seem• to relate to the •~me statutes as RB 409. It 
might b• to incorporate language from that bill h~re -­
especiall1 with r••p•ct to administrative penalti••· 
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HB 565 

' 
,. . ... , BP EXPLORATION (ALASKA)., .INC. · 

Testimony .~efore the Houe~ Resources Conunittee 
March 9, 1990 

House Bill 565 increases the penalties -on all oil spills. BP 

Exploration doesn't handle any refined productions in Alaska, so a 

good portion of this bill doesn't apply directly to us. BP does 

believe, however, that these types of penalties would be very 

damaging to many smaller businesses in Alaska who do distribute 

refined oil 9roducts. 

Imposition of the required penalties on crude oil and refined 

product spills of any size (by deleting the 18,000 gallon minimum) 

_will discourage additionnl development of marginal oil reserves, 

result in increased paperwork and discourage the reporting of all 

spills as we now do. 

~1-



n ses 

(X) 

TBSTIHOHY B!PORB THI ALASKA HOUSI 
RBSOURCES COMMITTEB 

BB !15 1 HB 566 ' HB 567 

nL'l'!R B. PARDR, CHAIRMAN 
ALASKA OIL SPILL COMMISSION 

8 MARCH 1990 

The Commission did not address penalty amounts. The general 
thrust of the leqislation is not directly addressed in any of our 
recommen~ations since our emphasis was on system improvement and 
not on penalties incurred for system violation. 

section 5 (I') 

The elimination ot all presently utilized me~ns, other than 
mec::h~.inical recovery, could have an inhibit_inq effect on usinq best 
available technolo9Y in continqency plans. In particular, we would 
like to see the use of gellinq agents promoted. 

S•ction e (8) 

Sama ccnmnent as above. 
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Cor~oiations would pro~a61y be ~ore cautious about th~ir 
operating procedures if they knew that they would ba seriously 
penalized in the event of ~ major spill or serious violation of 
environmental regulations. 

'; .. 

In theory the Governor has the authority to stop the flo'w of oil 
through the pipeline. The prospect of facing such a penalty would 
likely command the attention of any potential offending producer. 

In reality the Federal Government would be unlikely to . allow this 
to happen. But perhaps a way could be found to deny access to 
the pipeline on a selective basis, without interrupting the actual 
flow of oil. · 

develop a regulation that sets the percentage of oil each 
producer can pump into the line 

in the event of a catastrophic spill or major violation provide 
for automatic r&duction of the offending company's allocation 

increase the allocations of other producers to maintain the 
flow of oil through the line 

the .degree and term of the red u c ti on would be scaled to the 
magnitude of the offense (these would be great ~nough to 
effectively penalize but not destroy the offendins company) 

application of the penalty could be imposed for incidents 
occurring at any point fro1u production source to point of 
delivery 

.. 
. ... 

' I 
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COMK!HTS ON SB 502, SB 503. AND SB 504 

GOVERNOR-COWPER'S OIL & GAS LEGISLATIVE PACIAG! 
• A~O ~e ~C.'t 
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PRESENTED TO THE SENATE SPECIA!· COMMITTEE OK OIL & GAS 

MARCH 5, 1990 

MICRA!L S. O'MEARA 

P.O. BOI 1125, HOMER, 'ALAStA 99603 
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In a recent presentation to the Homer Cbimber of Commerce, 
Exxon's Don Carpenter explained that it was company policy to 
comply with the "letter of the lav«, not the "spirit of the .law." 
High officials fro• British Petroleum .and other corpotatious have 
reflected the sa111 .1 commitaent 011 a number of occasions1. · 

If 11othinl elee ·does, thia should brina home the need to reform 
that body of lav governing oil industry operations in Alaska. 
Some of the leaislativo reforms which I feel should be enacted 
are couched upon in the Governal''s bills. 

1. Increaae, broaden, and clarify civil and criminal 
penal tie• f..or parties responsi bl• for chronic a.nd 
catascropftic spills of pttroleum and other hazardous 
1ubata11c••· 

2. Require effective, coordinated response planning for both 
industry and government. 

3. Require full financial reaponaibility for oper~tors of oil 
& gas facilities and vesaela. 

4, Strengthen and clarify the authority of regulatory 
aaenc1e• to 1n1pect oil & gas facilitie• and vBsaels, 

5. Improve the ability of regalatory agencies to assure 
complianct with health, 1afet7, and •n•ironmentcl 
reaulationa and le••• or per•it ttipulations. 

6, Pro•~d• adequate fundina for more efftctiYe spill 
pre••ntion aad reapon1e capab111tiee. 

To th• ezteat that the1e bill• would help realize these reforms, 
I support th••· In reading over thea it becaae obvicnaa that in a 
number of v•1• they .fall short of doing 10, and of course, there 
are important area• of concera b•yoad their scope which must be 
addressed a• vell. For nov I vill confine my commeQts co 
suaaestion• re1ardin1 t~• reforms enuaera~ed. 

There are a nu•b•r ~t ~mporcant omi~sion1 in the Govornor'a 
packaa•• · Ac least tvelv• of the Alaska 011 Spill Commiasion's 
rec~mmendations haYe net been addreaaed -- as follovs! 



'' 

l) 

2) 

3) 

4) 

~) 

6) 

'1) 

S) ,, 

Seven day tank ~a~ capacity (PG. 18) . 
~stablish a har=o= ad:Binietration oifice (JG. 28) 

!:stabli!h state (l'G. 21) and Regoional advisoi:y ccur.cils (iG. 29) 
and the1 1eould represe~~ local gove?nments (iG. 29) 

ti~ensinr; ol a..ll t:ansportation aate.ty personnel (fG. 24) · . . 
Cg:rensat!o~ for persc~s impac~ed ~r oil •pill ~ho ara not 
protactad by un1:ploycient 1naUJ:anca (PG. 44) 

l\eqional er.d Sbta ove:::sight counc:il .. (K. 21) 
I 
I 
I 

Gove~.:ent. apace at Al yeska ct- othez~ :maj or te::i~als ( :ro. 2 4) 

1'ask torce en the envi::n:ztantal 1atoty ot pipalir.a (itG. 27) 

?n~e=stata compac~ (PG• 25) 

10) f~cvision fer ci~izL~ lavauits (~• 33) 

11) Quiclt n.,ona• (PG· 44) 

12) Plam to ccrvc vc:r:~t-cu• 1cenarics (IG. 52) 



"AAoth~r iaportaot area chat has not been conaidared in the :. 
preaenc bill• is the aatter ·of · criminal pesia1;_1es. The State · 

1

' ·: 

Hou • e ha 1 ·d one a o "it h H B 3 15 an d H B 3 1 6 , an d ~ a 111 y hop e th a t t he · 
·Senate vill be supportive of · th it iasu:e. · · .- : · : · 

.· A major flav in the liability leaislation passed last spring was 
the exemption of refined products. As far as I can cell, the 
Governor's bills do not correct this error. It seams vital to me 
that all spill related law include both crude oil and refined 
product. 

Nov co ~ apecific bills (2/21/90 -- go00510a, goOOS20a , go00530s) 

SI S02 CIVIL PllALTIIS AMD DAMAGE PtOYISIOIS 

Paae 2, Sec. 2, Linea 24 & 25 

The vordin1 "penalties ••• may not exceed" should be changed co 
read, 11penaltiaa ••• shall be set at" 
At the ••rJ leaat, if a maximum penalty ia to be stated, the· 
a minimum penalty should be stated as vell. Aa ~ritten, 
application of penalties in discretionary. 

Page 4, Sec. 3, Line l 

I am pleased to see that the language exempting spills of 
18,000 gallons or less has been stricken. Penalties should 
apply to all spills regardless of size. 

Page 7, Sec. 8, Li~ea 20-25 

Thia seem• to relate to the same statutes as BB 409. It 
~1ght be to incorporace language from that bill hers -­
e1peciall7 vttb reapecc to admintatraCiT• penalti••· 

.· 



SB 503 AUTIOIIZIIG OS! OP RAZAIDOUS SUBSTANCE R!LEASl .l!SPOMSB 
'1JID/IOLl '0P !D!S/ISTABLISIIIG IH!IG!ICY IBSPOKS! 

· ~ COHJflSSIOI 
... -. ····. .. ' 

The first thing th~t this·:-.bill a i,,: uld do ts .increase . the size 
of the respoos• fund to a mini=um of Sl billi~n. 

Thia bill should i~corporate language from . RB 421, broadening 
the uaea for the fund to cover 111a11y of the costs associated 
~ith prevention and respoaae preparedness. · 

Pase 1, Sec. 2, Lin•• 22-25 

This lan1u•1• ahould· be clarified to aaaure that the fund can 
be used only for prevention of and responae to oil and 
hazardous substance disasters. 

-
Page 2, Sec. ~. Lines 18, 19, 22, & 23 

It is u n cl a• r -e z act l y v hat th• r o 1 e au d authority of the 
Alaska Division of Emergency s~:vices is vith respect to the 
A.D .E.C. and other aganc1es. Thie needs to be made clear. 

Page 2. Sec. 6, Linea 26-28 and on ••• 

Again, this is all very unclear. We need to haTe a clear 
underscandin1 of the relative authority, responsibility, and 
working structure involving: 

1. The Alaska Div. of Emergency Services 

2. The Alaska State Emeraency Response Comm1seioQ 

3. The A.D.E.C. 011 Spill Response Office, it• 
rea1onae corp• aad depots 

~. 1\te'" oep,.~oar Of mn.1~" ~'O ver~""'6 °"""''wtS 
We need to kn9v who i• in charge. A 11ngl• adaini1trativa 
pre1eace vith cle~r authority to direct all re1pons• activ1tJ 
is Tital. Ezperience ahova that ve cannot do thia by a 
coaaittt• of peers. 

Page 3, Sec. 6, Lin•• 16-21 and Page S, Sec. 6, Lines 8-11 

Do the "eaeraency pla~aina d11trict1" correspond to the areas 
coTered by the "regional contingency plana"? Will the com­
mission take over direction of continsency plan and reaponse 
office office development started by A.D.B.C.? · Thi• is very 
c~Afuaina ~nd ~• really need to a•t it vorked out before ve 
have to deal with another emera~~cy. 
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Pa1e l I Sec·~ 1, Litle·3 13. 20' and 23 

The bill requ~res a contin1ency plaa for operation ~f ~il 
te~minals, oil platforms, and ·cank vessels or barges. I 
would suggest that it should also require such a plan for 
oper~tion of refineries, pipelines, and cnshora . ~acilities. · 

Paae · 2, Sec. 1, Linea 11-16 

There ahould a provision for public as well as aaeiic·y .over­
siaht of contingenc1 plan approval or modification. Citizen 
oversight and advi•ory councils aa •uggested on pages 21 and 
29 of the Alaaka Oil s,111 Commission's executive summary 
could fulfill that role. 

Page 2, Sec. 1, Li.De 22 and Page 3, Line 3 
• 

Requiring response to a spill in the "shortest possible time" 
is a fine idea, but ! think "'~ need to have some clarification 
as to what that means, It would be helpful if ve could tie it 
down a bit more. 

Page 5, Sec. 2, Lines 20 & 21 

Given the great costs a~eociated with oil spills, it vould 
seem that demonttration of financial responsibility greater 
than $500 million ii called for. I would suggest raisin& the 
minimum to $1 billion for tank vessels and barges. 

Page 6, Sec. 2, L1n11 15-17 

There are only tvo va11 to be aura of actual financial 
re1ponsibilitJ -- through bona fide inauraiic1 or by po1tin1 
bond. Th••• ahould be the ooly acceptable proofs of 
financial re1pon1ibilit1. I 1u11aat all other so-called 
proofs be deleted fros this bill. 

Paa• 8, Sec. 4, Line 9 

Clarification of riahta · of accea1 for regulating aaenci•• is 
very important and I am plaaaed to see thia languaa•• It 
does seem related to language in BB 4090 and I vo~ld suggest 
adding the ·aore comprehe~sive provisions from that bill here. 
I vould alto repeat my previous suggestion that provisions of 
chis bill appl1 to refineries, pipelines, and all .onshore. 
facilities as well . as those alreAdy cited in . ~he bill. 

1~~e - NO \..lMlf':>. -~N ''.r<~~1)~ .~·A-XJMVN1 (!l\L t),!ci~~~e'' · 
~l,L I'S O,.._.\ .W.~ .M~~:.n··~~~·;. ~e,T<::"'D,.: .~·)\1~:.~JbH~ l~- . 

, . ..... __..__ ~ --=- ! _ _ · ~· .. . 1..&._._ J " ..,....,,,,, ~ _ ..a ......:- .-" ..,. ... · ~ J-.lL\ \ i.. ... .i. • 



That coDclude~ •r re•arka on these bill• for now. Thank you 
aaain for J~U effort in bringina thtm before the public. I ~ould 
appraciace ~•ina kept apprised of further work on · these bills as 
vell as introduction of other leai1lation dealics vith oil and 

~ a•• reform. 
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,·- BP··· EXPLORATION . (ALASKA) , INC . ,· . 
Tes~imony. Before the House Resources: Committee 

March 9, 1990 . 

Good afternoon, my name is John Ringstad. I am representing BP 

Exploration (Alaska). Thank you for giving BP the opportunity to 

comment on House Bills 565, 566 and 567 . While most of BP's 

comments will be directed towards this legislation, it is important 

to understand that oi l spill legisla t ion combined wi th other state 

and federal actions, will implement Alaska's total oil spill 

response program. To accurately judge any piece of legislation, 

the entire program must be viewed as a whole. The ref ore , my 

comments also addr.ess the general subject of laws affecting oil 

spill response • 

. HB 565 

House Bill 565 increases the penalties .on all oil spills. BP 

Exploration doesn't handle any refined productions in AlasKa, so a 

good portion of this bill doesn't apply directly to us. BP does 

believe, however, that these types of penalties would be very 

damaging to many smaller businesses in Alaska who do distribute 

refined oil products. 

Imposition of the required penal ties on crude oil and refined 

product 3pills of any size (by deleting the 18,000 gallon minimum) 

will discourage additional development of marginal oil reserves, 

result in increased paperwork and discourage the reporting of all 

spills as we now do. 

-1-
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Portions of ' House 
•" 

the Alaska Oil Spill Commission. · BP supports the Oil ·Spill 

Commission's recommendation that the Division of Emergency Services 

be given primary responsibility to respond to an oil spill. The 

Division of Emergency Services, as part of the Department of 

Military and Veteran's Affairs, ~ses a military command structure 

and has experience in dealing with complicated logistics and supply 

problems. This type of experience and operational command is 

exactly what is needed in an oil spill response. Experience plus 

a clear and effective chain of command will promote prompt 

decisions and a rapid response to a spill. 

While the Department of Environmental Conservation has scientific 

and technical expertise, it is not as well equipped as the Division 

of Emergency Services to deal with the logistics of responding to 

a ~pill. Consequently their services should be used to provide the 

Division of Emergency Services with scientific and technical 

direction, in coordination with the applicable facility, regional 

or state oil spill plan as ultimately developen by the DEC. As the 

Oil Spill Commission recommended, the Division of Emergency 

Services should be the lead State Agency for oil spill response. 

House Bill 567 

House Bill 567 seeks to strengthen oil spill contingency require­

me~. ts, increase financial ~esponsibility requirements, and give the 

Department of Envi : onmental Conservation the authority to inspect 

-2-



.. 
the structur~:l , integrity of tank vessels and oil barges. ' Viewed in 

the abstract, these goals are reasonable. However, when the bill 

is examined se_ction by section, it becomes increasingly. _apparen~ 

that these. new provisions are unreasonable as well as impractical. 

l. Delays in Reviewing Oil Spill Contingency Plans . In the past, 

the DEC has not been able to review or approve oil spill 

contingency plans in a timely manner. For example, since 

January 1988, BP has had i .ts Prudhoe Bay and Endicott oil 

spill contingency plans pending before the DEC. If HB 567 was 

c:nacted tomorrow, both fields would be required to cease 

operations because the spill contingency plans had not been 

approved. While the extensive administrative discretion 

incorporated in HB 567 might permit waivers to be granted by 

the DEC, essentially HB 567 relinquishes all decisions about 

the operation of oil terminal fac l lities and tanker vessels or 

oil barges to the DEC. BP believes that the DEC is not the 

appropriate agency to exercis~ such discretion. Further, any 

legislation which links continued operation of a facility with 

approval of the oil spill contingency plan should also contain 

provisions which force approval of submitted plans within a 

definite time, and which outlines the contents of an accept-

abJ e pl.an. 

2. The Cleanup Standard. Subsection (f) of Section .030 requires 

the permittee to maintain "in its area of operation • . . 
sufficient oil discharge containment, storage, transfer, and 

-3-



manpower and to rapidly contain 

. a realistic · maximum oil discharge and remove that di'scharge 

within the shoriest poss i ble time." A maximum oil discharge 

is further de.fined as the DEC Is estimate of the maximum and 

most damaging oil discharge that could ~ccur duting the life 

of a facility. The magnitude of oi l produced from North Slope 

fields and the immense volume of oil transported through TAPS 

make literal application of this provision impossible. Even 

though sigrdficant changes have occurred in cleanup capabili ty 

at the Valdez terminal, t he concept of maintaining equipment 

and manpower equal to wh~ t: was .required during the Exxon 

Valdez disaster across the entir e North Slope and along the 
• 

entire length of the pipel ine i s simply unworkabl e. 

3. Financial Respons i bility. While it is desirable to require 

proof of financial responsibili t y for operators of facilities 

subject to this legislation, the increase in limits and the 

use of ambiguous language in the legislation combine to make 

it difficult, if not impossible, to implement the provisions 

of the bill. For example, the legislation requires that the 

l i mits be on a "per i ncident" basis but the meaning of this 

phrase is not defined in the bi l l . The Committee should also 

be aware that the continued operation of. the facil i ties 

covered by the legislation i s conditioned upon obtaining proof 

of financial responsibility. Consequently, the feasibility of 

insurance should be understood before a provision of this 

nature is adopted. 

.. - 4-



4. Inspection of Tanker Vessels and Oil Barges. The-,.u.s. 1_Coast 

Guard currently inspect tanker vessels and oil barges: this 

legislation would establish a second regulat~ry regime 

requiring inspection by the DEC, an agency with no ?revious 

experience in this area. Inspection of tanker vessels and oil 

barges is a specialized, complicated and sometimes dangerous 

proc~ss requiring entry into the compartments where oil is 

stored. The legislation provides no guidelines for the 

meth~js or frequency of inspections to be provided by DEC. 

Further, there is no evidence of appropriate fiscal or 

manpower resources within DEC to implement such a program. 

Rather than renewed testing of the limits of Alaska's juris­

diction in this area, a more constructive approach would be to 

require close cooperation between the Coast Guard and the DEC 

concerning the approval of tanker vessels. 

In closing, BP hopes that this committee view the entire oil spill 

legislative and regulatory program before enacting specific pieces 

of legislation . 

process. 

BP will continue to help anc: assist in this 

-s-



STATEM.mfr OP 
MIKE WILLIAMS 

Vice .President ~or Environmental Planning ' Control 
Alyeska .Pipeline Service Company 

to the 
S~nate Oil and Gas Committee 

on . 
March 1, 1990 

Thank you for inviting Alyeska Pipeline Service Company 

to describe the Tanker Spill Prevention and Response Plan for 

Prince William Sound. My name is Mike Williams. I am Vice 

President for Environmental Planning and Control at Alyeska. 

Shortly after the EXXON VALDEZ spill, I was tr;.msferred by my 

employer, British Petroleum, to lead the team that developed and 

implemented Alyeska' s new Tan~er Spill P 1: ~vcntion and Response Plan 
• 

that I will describe during my testimony. 

My career with BP began in 1958 as an apprentice on board 

tankers. Ultimately, I earned an unlimited master's license. 

During the construction of the pipeline, I was assigned to the 

Marine Department of Sohio. 

Alyeska wishes to cooperate with the Legislature in its 

evaluation and, where appropriate, enactment of the Oil Spill 

Commission recommendations. We urge, in the process of considera-

tion of any new legislation related to oil spills, that you include 

comprehensive analysis of federal and state laws. That analysis 

will be essential to effective, fair and responsible legislation. 

For the most part, we at Alyeska believe that existing laws provide 

an adequate framework for prevention and management of oil spills. 

·. 



goa\ ) s ' i::o determiri~' . ., . . . . . .. . . .. 
expectations for prevent:io~ ef for.ts and response capa.b~lity i'n 

. .. 
Prince Will i am Sound. We feel compelled to remind you that even 

. . 
as Alyeska achieves that ·goal, you still must r~solve difficult 

i ssues such as the appropriate r~ie· for state government in Prince 

William Sound spill response and the appropriate blend of federal, 

state and private effoits in the rest of ~laska. During the next 

year, enactment and implementation of comprehensive federal 

legislation' will establish major new components of a national 

prevention and response system. Also, the State's plannin9 and 

response capability mandated last year will be developed during 

1990. All i nvolved should strive through coordination and 

cooperation to achieve maximum benefit from the private and public 

funds expended . 
. 
•• 

The Alaska Oil Spill Commission has made several 
-

cecorrunendations that are addressed by bills before this Commit t ee. 

My testimony will describe the prevention and response planning 

under way at the Valdez Marine Terminal and in Prince Wi 11 i am 

Sound. I will also briefly comment on SB 503 and SB 504. Alaska 

:;hould encourage prev~ntio,n and response capabilities that are 

compatible with other state and federal efforts, are based on 

achievable, economically realistic standards, and are unambiguous 

a nd easily understood by all parties. We at Alyeska are prepared 

to work with the State to meet those guidelines. 

The Oil Spill Commission's report provides an appropriate 

starting point for your policy deliberations. Like the Coast Guard 

2 



. .. . 
and the' General Account ~ng Off ice, the Comrniss ion · concluded that 

it is impossible, given existing technol1:>9y, to remove a'll of a 

catastrophic spill. In a study for the General Ac~~unt1ng Off ice, 
• I 

ECO, which also provided technical support for the Oil Spill 

Commission, concluded that if all of the recovery equipment and 

manpower assembled in Prince William Sound by August last year had 

been immediately available to res.pond to the spill, only 35% to 45't. 

of the oi 1 would have been recovered. Few people urge · that 

thousands of people and hundreds of skimmers should be positioned 

in Prince William Sound, Cook Inlet, southeast and western Alaska 

to r~spond if another catastrophic spill occurs. 

Instead, most agree with the Oil Spill Commissicn' s 

' recommendation, that in light of the limited ability to recover 

spilled oil, our first priority should be prevention . 

Prevention is the only way to protect the 
oceans and coastlines from oil spills. Once 
it reaches the water, spilled oil is extremely 
difficult to contain and collect, even under 
ideal conditions. And the conditicns under 
which oil is spilled are seldom ideal. 

General Accounting Off ice data suggest no more 
than 10-15 percent of oil lest in a major 
spill is ever recovered. 

AOSC Executive Summary, p. 11 

As initial responder on behalf cf tankers in Pr i nee 

William Sound, Alyeska has developed a Tanker Spill Prevention and 

Response Plan that is being reviewed by the state and federal 

agencies and the public, in a series of 19 public hearings. 

Prevent ion of spills from tankers is the first priority in the: 

•· 



for Prince 

by a contractor to Alyeska,. identified the risks ~h'at should be 

addressed by prevention strategies. Independently of Alyeska' ::i 

c isk assessment and planning ;iork, the Commission's . technical 
; 

experts a·sses.sed the risks of ·spills in Prince William Sound and 
. . 

recommended appropriate pre•1ention strategies. 

As shown in the following table, Alyeska has implemented 

ECO's prevention strategies that are directly applic~ble cc 

Alyeska. 

Before describing the tanker plan for Prince Wi 11 iam 

Sound, r would like to make a few additional comments on the 

Commission's report. 

While rev.~ewing legislation based en the Commission's 

recommendations, you must independently evaluate the direct ar,d 

indirect costs to the state. During earlier testimony, Commis-

sioners estimated that implementation of all of its prevention 

recommendnci..:lns for Prince William Sound would cost six cents per 

oar rel. Alyeska's prevention and re3ponse costs already exceed 

that level. Not counting administrative and capital costs, we are 

now spending around $44,000,000 per year, which equals over seven 

cents per barrel at an average throughput of 1 . 9 m~llion barrels 

per day. That cost per barrel will rise with inflation and 

declining throughput. Many believe that other areas cannot support 

the level cf protect ion now in place for Pr i nee William Sound. 

Obviously, Lmpor tant public pol icy issues are involved as the 

Legislature establishes standards for industry and makes appropr ia-

.. 



tions .. for oil . spill".:programs. · We -~ope . that . before cre~ting new 
.. J: ,. 
programs, you determine· whether ~xisting ones, wich· adequate 

runding, can be molded to meet new demands. 

Alyeska agrees with the Commission's conclusion that 

regulation or industry should meet the expectations or AlasKa 

citizens. In our opinion , the best way to achieve this goal i~ 

through . a constructive professional r~lationship between industry 

and its regulators. We agree with Commissioner Parker's testimony 

last night that liability is not an effective enforcement tool. 

To establ~sh and maintain a constructive relationship between the 

state and industry, regulations must be rational, scientifically 

based, and predictable. It is critical tnat agencies - especially 

the DEC - are adequately funded. Without adequate funding, the DEC 

is unable to develop and implement clear and concise regulations. 

Without adequate funding, the agency cannot employ encugh qualified 

employees to interpret and enforce these regulations across all 

walks cf industry . Without g~od, clear, concise and scientifically 

accurate regulations, it is difficult -if not impossible - for 

industry to operate free of controversy with an agency. With 

funding, botn sides benefit. 

On the subject of our relationship with the DEC, Alyeska 

desires to establish a constructive relationship consistent with 

the need for safety and our prerogative to make ~aily operat1o~al 

decisions. The Commission has expressed concern about DEC access 

co the Valdez Marine Terminal . During discussions in November 1989 

with DEC personnel in Valdez, we renewed our commitment to provide 

5 



.. . ~ ( ~.,~("·-._. -
· . ~TABL~ ~VI-2. COSTS ASSOCIATED WITH 

PRINCE. WILLIAM SOUND MARINE TRANSPOR~ATION 
.· . MODIPICATIONS * . 

SYSTEM MODIFicATION 

GROUP I ·· · · 
1. Mandatory o.rug and Alcohol 

Testing 
2. Emergency and High-risk 

Navigation Area Training 
3. Port Closure System 
4. Two Person Watchstanding 

Requirement 
s. Improved Loading/ Unloading 

Procedures 
6 . Local Spi 11 Prevent ion In­

volvement 
7 . Spill Response Equipment 

Coordination 

GROUP II 

• •• 

1 . Vessel Monitor i ng System 

2 . Traffic Separation Lanes 
with One-Way Traffic 

3. Designated Anchorage Areas 

~. Emergency Response 
Pollution Control Vessels 

5 . Improved Loading/ Unloading 
Design 

GROUP III 

l . Improved Tanker Design 

. 

ALYESKA PREVENTION EFFORTS 
·, 

GROUP I 
l . Alcohol . t.esting for 

Masters and Crew 
2. Endorse Navigation Commit­

tee 
3. Endorse Navigation Commit­

tee 
4. Vessel prerogative 
5. All vessels boomed at Ter­

minal; booms monitored 
6. Regional Citizens Advisory 

Commi t tee; Area and Com­
munity Response Centers 

7. Incident Command System; 
predesignated ca l l out, 
includi ng contracts with 
f i shermen 

GROOP II 
l. Support mandatory Vessel 

Traffic System 
i. Vessels to stay in lane: 

reduce speed if encounter 
ice. One way traff ice i n 
Valdez Narrows 

3. In Spill Prevent ion and 
Response Plan 

4. Five ERV's in Valdez . Two 
vessels escort laden 
tankers 

s. Will review when full 
response available 

GROOP III 

l. Issues for tankers 

• Reproduced based on Table VI-2, ECO Report to Alaska Oil Spill 
Commission 

.: 



rapid, access to the DEC in Valdez 
. . 

or impede legitimate regulatory processes. have 

d iscussed acce·ss with DEC officials and believe we will agree that 

DEC employees will . be· allowe4 to proceed 
' ) 

irrunediately,· wi t.ho'ut 

escort, to vessels or ' to an office on the terminal provided by 

Alyeska . Escorts to other areas from the DEC off ice on the . . 
tetminal will b~ provided within 10 minutes of ~he request. In 

turn, we believe that local and state government agents should 

conduct an exit interview after :~specting a facility and should, 

as a matter of course, provide written documents generated as u 

result of a site visit. We anticipate recei ving this cooperation 

from the DEC in the future • . 
Alyeska also agrees wi t h the Commission reconunendation 

that the company employ an executive whose principal responsibility 

is to achieve compliance with environmental regulations. That is 

my job which Alyeska's new Presiqent, Jim Hermiller, created last 

fall. Alyeska has created a new division, which I head, employing 

approximately 50 people with an addit i onal 100 people employed 

under contract as crews on the Emergency Response Vessels and as 

spill response workers. For the past nine months, I have focused 

much of my energy on directing the development of a new spill 

prevention and response plan for Prince William Sound. I am also 

responsibl e fo r environmental compliance company- -.1ide and wil l 

provide internal review of contingency planning dnd preparedness 

and. responsa to spills. 



the 

State and federal la~ pl~c~~ 

liabi l ity and clean up responsibility for an oil discharge on the 

spiller - in thi ,s case a tanker OWfer/ operator. As operat·or of the 

pipeline, Al1esk~ has no direct affiliation ~it~ tanker owners and 

· ·~perators . However, tc centralize prevention and inltial response . . 

er for ts on behalf of those tankers, Al ye ska has developed t!1e 

PrincA ~illiam Sound plan. Once · approved, the Tanker Spill 

Prevention and Response Plan developed by Alyeska will be incorpo­

rated into tanker contingency plans that must be approved by the 

DEC fee eacn vessel in the TAPS trade. Alyeska will contract with 

the vessels to provide this service. Those contracts and the 

vessel plans will p~escribe an orderly transition of spill response 

management from Alyeska to the vessel in the event of a large 

spill. An overview of the plan is submitted for your reference. 

One copy of the three volume plan is p~ovided to the Committee. 

Alyeska agrees with the Commission that recovery oi al~ 

the cil frcm a catastrophic spill is impossible and, thecercre, 

prevention is che first priority. Prcgrams to prevent can1<er 

accidents in Pr1nce William Sound include: 

l. Tanker crew members returning from shore leave are 

tested for alcohol if their conduct or breath cdcrs 

indicate consumption . 

2. ranker mastero:i are given a breathalyzer test \1 ithin 

~ne hour prior to sa i ling. 
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Dr~g testing will be im~~em~n~ed · on~e federal 
.... 

regui~tions are i~ pla6e. 

4. Alyeska installed new communications sites'. in Prince 

' > William , Sound in orde·r to maintain radio contact 

with tankers in the Sound. 

5. Each laden tanker is escorted in Prince William 

Sound by two vessels that have the capability to ' tow 

a fully · loaded tanker. This system proved its 

effectiveness when the vessel Atigun Pass .lost power 

in the vicinity of Bligh Reef and was t aken under 

tow by its escorts. 

6. Alyeska supports Coast Guard operation of an 

appropriate Vessel Traffi c Syste~ in Prince William 

Sound. 

7. Through its escort system, Alyeska has obtained 

tanker a~ reement to abide by traffic rules in Prince 

William Sound, including a 10 knot speed limit, no 

deviation from traffic lanes, and a decrease in 

speed when i ce is encountered. 

8. Alyeska will not provide escort services if the 

weather in the Sound would appear to create unac-

ceptable safety hazards for pers~nnel on the ERV. 

Through this approach, Alyeska is in effect saying 

tankers will not sail in bad weather. We are 

building an experience base to determine the safe 

operating conditions. Presently, if bad weather 

8 



Guard ·,and- the masters decide t'low to proceed·. -•. 
. . 

9. We are working with the Ccast Guard to deve~op cules 

governing tanker operatio.ns in the port are.a due ing 
. .· 

adverse weather conditions . 

. Prevention strategies must be backed up by a~p~cpriate 

oil spill response stra~egies. Alyeska's strategies care based on 

che assumptior.s that 'oil will spread rapidly once it is en watec, 

and that weathering and changing environmental factors make 

cecovery more difficult as time passes. If a spill occurs, cur 

initial. strategy will be to control the oil as close to the source 

as practical. Then we will endeavor to remove the cil quickly, 

prior to weathering or loss of control due to weathec or seca 

conditions. 

To enable these two fundamental strategies, booming and 

skimming equipment is kept in proximity to laden tankers traveling 

:hrough the Sound. Under the tanker plan, response capability 

~ncludes: 

1. Rapid response with booms and sea skimmers frcm at 

least one of the escort vessels. 

2. Additional large scale skimming and lightering 

capability from vessels anchored in Prince William 

Sound midway along the tanker route. 

3. Additional ocean skimming equipment and response 

material in Valdez. 

9 



Pre-positioned equipment · and pre-tra t ned 

responders in communities and hatcheries. 

5. Larger stockpiles of disper.sants and Alaska-oased 

. application equipment. 

6. Larger stockpiles of fire boom a~d igniters f~r in 

situ burning. 

Alyeska's response to a tanker spill will utilize che 

Incident Command System (!CS), recommended to us by Prince William 

Sound communities and wholeheartedly endorsed by the Oil Spill 

Commission. This ICS will be tailored to facilitate coordination 

between industry and government respon£e ef fo~ c~ and to structure 

traiu it .. on cf response management ti:om Alyeskd to the spiller. 

Aly~ska held its first major desk top dri l l of th~ Incident Command 

System in Valdez the last week of January 1990. Al yeska, ~hippers 

and government personnel, along with representatives of potentially 

impacted communities participated in, and crit;.qued, the drill. 

It may be of interest for yc.:id to know that BP used the res sys tern 

developed by Alyeska in it~I' successful response to the Huntington 

Beach spill. 

It is essential to note that despite our desire and 

commitment to prevent an oil spill, or to clean up as much ail as 

possible aft~r a spill, there can be no guarantee that all acci-

dents will be prevented or all spilled oil recovered. Nonetheless, 

we believe the prevention and response systems now in place are 

second to none. 

10 
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·wor~_ i.nc;r 

•• ?• . • -

that represents a cross-section of ~he 

.:oncerned communiti.es, co evaluate chese new measures and assist 

~ur training and diligence. Our goal for Alyeska is ~o meet our 
' responsibility to ~~e people of Alaska while operating th~ pipeline 

efficiently. We are receptive to your suggestions, on behalf of 

your constituents. 

I would like to conclude with a few general con\?\en·ts on 

sa 503 and sa 504. 

SB 503. At the urging of Pri~ce William Sound com-

mun it ies, and with the supper t of the Commission, Alyeska has 

developed an Incident Command System to organize its response to 

tanker s pi lls. ·rhe system will be used to manag'~ industry re $)..Ponse 
~· -· . 

inte r. nally, coordinate it with federal and state response t lZ-· ~ 

spill and establish the capability for rapid, military :Hyle 

decision making. However the state allocates respons~. capability, 

state responders should be at least as well trained as their 

industry and federal counterparts and snould be prepared to make 

decisions as rapidly as necessary. This may require making 

decisions based on limited information or based on tradeoffs that 

5eem appropriate a~ the time. State and regional plans should be 

designed to effectively integrate the state response with o~her 

efforts. Industry should be encouraged to participate in all of 

che state's response planning and on commissions that oversee the 

government eff~rt . 

11 



with 
'· -:-~~ 

response capability wi 11 be required. Last night," Walt Parker, 
. " 

Chairman of the Oil Spill Commission, reiterated that complete 

I remov:al of a Cata.strophic s pill is an ' unachievable go~l - with 

existing technology. As a result, you must establish a policy tnat 

will create achievable standards applicable throughout Aldska. 

Alaska law should encourage and nurture prevention. ~fter preven­

tion, we would suggest that on hand response capability focus on 

the most likely spills. In addition, in Prince William Soun~, we 

are preparing for another catastrophic event of 250,000 barrels. 

Because of numerous variables, neither Alyeska nor the tanke rs can 

guarantee removal of all the oil spilled. With the civil and 

criminal penalties in place, no responsible business would guaran­

tee recovery or a large spill. If legislation requires unattain-

able performance guarantees, our operation would end and the state 

would be presented with the difficult goal of meeting its energy 

needs when businesses are not capable of providing guarantees for 

movement of refined and crude petroleum. 

Rather than seeking unachievable guarantees for worst 

case spills, the state should require transporters to have realis­

~ ic er i ".)is management plans that detail equipment and manpower 

mobilization for response in the event of a worst case spill . 

Rather than requiring a replication of these large scale mobiliza-

tion pl~ns for each facility and vessel covered by this legisla­

tion, the state's master plan "l hould provide a system to be 

utilized by all in the state. This could be ..... chieved by a coopera-

12 



Aft.er we hear more .. abolJt this legislation Erom the · 
.. i . 

administrati..:.n, would appreciat-a . ' 
the opportunity to conunen't 

further on specific issues that are cf concern. 

Thank you for the opportunity to testify this evening • 

. •• 
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Alliance 

TESTIMONY BEFORE HOOSa RESOURCES COMMITTEE 
ON 

HB 565, HB 56~, AHD BB567 

March 9 , 1990 

My name is Riki Ott. I a. a colllllerci al fishe1'lllan and 
Cordova resident . My training is in marine pollution: I 
have a Masters in oil pollution and a doctorate in sediaent 
pollution. I am President of the Oil Reform Alliance, which 
is a grassroots coalition aaong co .. ercial fishermen, 
envir onmentalist , and others wi thin and outside Alaska who 
are dedicatecrto reforming oil industry practices that 
impact colllllunities on social , econoaic, and environmental 
levels .• 

The Oil Ref orm Alliance (ORA) supaorts the intention of 
House Bi ll$ 565 , 566 , and 567 . In the WR~e ot the Exxon 
Valdez , we find that existin~ laws are C•early inadequate 
regarding the State's role in prevention and management of 
catastrophic oil spills froa large fac.ilities and tankers. 
In addition, we find ~hat there are serious problems with 
spills, leaks, and illegal dWllpiug t:>f oil and hazardotLS 
waste~ trom numerous saaller faciliti es and operators 
stat ewide . We are ve~t pleased with and strongly sup~ort 
the intent of· this package to coaprt.!hensively addt"ess all 
polluters:.. 

Pirst, soae general statements; then, some spe?Cific 
language changes. 

Strengthening the state's role i n prevention of oil 
spills seems to be the main theme ot BB567. I find it an 
appalling s~ate of affairs ~hat the State has allowed the 
oil industry to proceed without comaon sense safeguards like 
s t ate-approved contingency plans in place to protect oth@r 
resources, the public, and the environaent . Such oversig!l~t 
sends a clear message to industry that we don't care. 

The public needs the assurance that industry has 
considered its safety and the environment in the event of an 
emergency as .evidenced by an approved contingency plan. If 
DEC is currently a bottle~eck in t he approval process , then 
we ask the legislature to find out why and address t4is 
problem. 

700 B Street, #4 Anchorage, Alaska 99501, • (007) 274-3821 
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We reco .. end the following specific language .changes: 
to cover. all facilities, " on page 1, 'line 20, delete the word 
"offshore;" and on page 2, delete · section · (e) in its 

.entirety which refers to multiple department review ·ot 
contingency plans. 

After the Bxxon Valdez spill, Alyeska DOW ela!as they 
are pre~ared ~o respond to a maxiawa spill of 250,000 
barrels. ~uring testiaony on these bills in the Senate Oil 
and Gas co-ittee·, it was evident that 250, ooo barrels has 
becoae the new industry st~dard. 

This is NOT acceptabl.e to the ORA. The Exxon Valdez 
only spilled one fifth of its cargc1 and tankers up to fifty 
percent larger than the Exxon Valdez carry oil fro• the 
terminal. 

We ask _uat the industry assUIU! a greater shai•e of the 
inherent risk associated with transportation/production of 
oil -- as they have dane in other ·pairts of the world -­
rather than push off this risk 011 tb.e public. This is not 
an unrealistic request. In an area of northern Europe the 
geographic equivalent of Alaska, the coabine~ response from 
scattered depots is 500, 000 bbl/hr 01~ 50 tiaes the current 
capacity in the state. 

We reco7aaend that the language on page 2, lines 21-23, 
read: 11 

••• mc-mpower and resources to rapidly respond to a 
aaxiaua oil discharge in the time frai1e specified by the oil 
discharge contingency plan(s), but not to P.Xceed 72 hours.•• 

Wt! can't require the oil industry to cont:J.in a · spill 
becaW11e this may be iapossible due to weather or other 
forces beyond their control. We can't require the oil 
industry to reaove a discharge because this would eliminate 
the pote.nti~l for dispersant use or bw•ning as these methods 
do not reaove oil, but instead force it jnto the air or 
water colwm. 

But we can· require· th~ oil industry to stockpile .the 
necessary equipment and pre-train the nt,cc!stiary manpower tor 
rapid response to a 'maximum oil discharsr•· : wt!i stress · that 
this language should apply to any applicaµts for an oil 
discharge contingency plan. 
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We bring to the co .. ittee meabers' attention a booklet 
entitled: "A Citizen ' s .Guide to Hazardous and Toxic Waste 
Sites of Fairbanks, Alaska" prepared for the Northern Alaska 
Bnvironaental Center . This booklet docuaents and ranks 33 
toxi c wast~ problems ranging f~o· a residential yard sprayed 
with PCBs .to buried experiaental ailitary nuclear reactors . 
'l'Nenty-f ive of the 33 toxic wast~ prob-leJas involved soae 
form of petroleua hydrocarbons. 

Ranked No.1 was the Fairbanks MUS city wells : "the sole 
source of all Fairbanks puqli c water i~ contaainated with 
fuel. Benzene is present in c i ty wells up to 13 ppb (the 
dri:nking water standard is 5 ppb.) 

Ranked N'o . 2 was MAPCO which were "f ined for polluting 
drinking water, not reporting spills, selli ng improperly 
identified fuel and' duaping hazardous waste. Benzene 
contaminates the groundwater 4,000 times in excess of 
drinking water standards." 

Ranked No . 3 was the Fort Wainwright Army Base which 
contaminated over 40 acres in a single gasoline/diesel spill 
and has at least nine leaki ng underground fuel storage 
tanks. 

Ranked No. S was the Bielson Air Force Base which 
reportedly had the largest underground fuel spill in Horth 
Am.erica: over 10 aillion gallons on 2.7 acres. "The 
pollution is so widespread a lake on base i.s nicknaaed "POL 
lake; " short for "petroleua, oil and lubricants. Bielson 
has a proposal to DBC to inject 12 million tons/yr of waste 
water underground." 

Ranked No. 9 was PetroStar with fuel spills 
con'taainating soils and groundwater. "Monitoring wells 
between .MAPCO and PetroStar are now contaai nated. 11 

It is quite clear that spilling oil is not a phenon~ma 
speci fic to t ·ankers in Valdez. or big operators like Alyeska. 
Nor is Fairbanks alone in this problea. A similar booklet 
on hazardous and toxic waste sites is available for the 
Kenai area. · We also bring to the coaaittee's attention a 
compli~ce chronology on the Teso?.o refinery and a N~ ·York 
Times, .. article on a fuel oil barge ,9xplosion i n Arthur Kill. 
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Little ·operators .as weli as big operators have 
accidents and the ORA Jnsists that legislators address all 

. polluters to ainiaize :"isks to the public and environment. 
Don't cop out and pass a bill that only protects us froa 
part of .the .problea. 

There is a general misconception that refined praducts 
are less toxic than crude oil. In reality, refined products 
contain the most toxic fraction of crude oil. This fraction 
is also the aost volatile and soluble. For exaaple, benzene 
dissolves rapidly into groundwater. Comparative toxicity of 
refined versus Wlrefined oil · depends upon physical 'and 
biological paraaeters of the environaent in which the 
discharge occurred. 

So work for full protection. Consider options. For 
exaaple,_ the American Petroleua Institute or the oil 
industry within the state could fora a PIRO type depot with 
equipment located throughout the state. This could be a 
cooperative effort with participation froa all applicants of 
oil discharge contingency plans. 

A similar type of cooperative cooperation could be used 
to.address industry concerns in the section on financial 
responsibility. Proof of financial .responsibility should be 
evaluated based on size of operation with limits increased 
for large operators to the aaxiaUJl allowed by the state 
($500,000). Decreases could be awarded for good behavior 
based on past perfo~mance. 

Requiring adequate proof of financial respon.sibility is 
well .within the capability of the industry. Last September, 
fishermen, environmentalists, and tourism/recreational 
groups held a marine deaonstration in front of Alyeska 
protesting Amerada Hess charters of Liberian-flagged, 
Isra.!li-registered, Italian-crewed tankers, soae of which 
were up to 50~ larger than the Bxxon Valdez. WI!! deaanded a 
billion dollar bond for these tankers and Allerada Hess 
posted it. Aaerada Hess is only a ainor owner (l.5~) of 
Alyeska: surely the other owners could post siailar bonds. 

And finally the scope of Sec. 4, which di .:1ls with DEC 
inspections of oil industry operations, ne~ds to be 
increased by adding this language after (i) on line 16: 
"(3) exaaine the structural integrity of terminals, 
pipelines, and other facilities related to the exploration, 
production, and transportation of oil." 

The f lee-t: carrying North Slope crude accounts for 13% 
of the U.S. tanker fleet , but this saae l~~ accounts for 52~ 
of the structural failures in the fleet. Tanker~ are 
supposedly inspected by the Coast Guard. The .Alyeska 
facility and Trans-Alaska Pipeline are also supposedly 

. . 
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, · : , · insp~tec:f by; . fed~ra~ ~geneies, -.but . the Alyeska · f~~ility has 
, · . :never ,been . inspe~~ed 'in 12 years . o.f .-operation and . recent . 

·' tests for corrosidn· in. the•pipeline ·have revealed extensive 
probleas in . 300 ·of · the 800 ailes . · · · 

. Cle~lY!. ;~here is soaething: very wrong with the federal 
inspection prograas. Ontil such tiae as the federal 
governaent strengthens these prograas and carries out its 
duties, the ORA strongly suppor:ts state (DBC) over5ight in 
all these areas, either directly 9r as part of a joint 
state/federal effort. ·The legislature should provide DBC 
with the funds to contract expertise to conduct . these 
inspections. · 

Last in HB567, the ORA recoJBJ1ends the following wording 
on page 8, line 18 , for section (5): 11 (18) 1111.axiawa oil 
discharge" means the aaxiaua oil discharge that could occur 
during the lifetine of the vessel or facility . 

Very briefly, in HB5G6, there is confusion within the 
ranks of the ORA as to the ·1anguage and intent of the 
sect i ons dealing with duties of DEC versus DBS. However, 
there is a strong consensus that we want DSC telling DBS 
what to d.o dlll"ing an oil or hazardous substance discharge 
emergency, no~ vice versa. 

Thank you for the opportunity to testify • 

. ' 
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Governor Steve Cowper 
Off ice of the Governor 
Third Floor, State Capitol 
Juneau, AK 99811 Marc~ 13, 19.90 

The Oil Reform Alliance is a grassroots coalition among 
co!Glercial fishel"lllen, environmentalists, and others within 
and outside Alaska. who .are dedicated to reforming oil 
industry practices that impact colllllunities on social, 
economic, and envirollllental levels. 

T~e Oil Refer~ Alliance (ORA) strongly supports the 
intention of ~he Governor's oil bill packet (RB565/SB502, 
HB566/SB503, and HB567/SB504). ·In the wake of the Exxon 
Valdez, we find that existing laws are clearly inadequate 
regarding the State's role in prevention and management of 
catastrophic oil sp·ills from large facilities and tarucers. 
In addition, we- find that the~e are serious problems with 
wastes from nW!lerous smaller facilities and operators 
statewide. We are ·very pleased with and strongly ·support 
the intent of this package ,t~ comprehensively address all 
polluters. 

During bearings on this package in Senate Oil « Gas and 
House Resources, we noticed areas in which argwaents to~ the 
Admini~tration's position, as presented by DEC, were 
particularly weak. To augment the passage ot this package, 
both in spirit and in letter, we would like to point out 
these 'nak areas so that the DEC could perhaps be better 
prepared to argue the Admini·strat ion's posit ion. 

BB567/SB504 
• Sec. 1 . 

POINT: DEC authority to require and revoke contingency 
plans. 
COUNTER: D&c ·is cw~rently bottleneck in review process. 
·(BP testified that Prudhoe Bay and Endicott oil spi 11 
contingency plans held up by DEC for nearly 2 yrs.) . 
Currently there are over 50 op~rations without required 

· contingency plans. How does the Dept. plan to address this? 
By reorganizing? By shitting priorities? By contracting? 
Present a plan to show bow DEC will handle the job created 
f<jr them in this bil l. · · -· 

POINT: Requiring I"esponse: to 11realist-ic11 maximwa 
discharge . _ · . . . . - - · . , , . . - · • 

700 H Street, iM Anchorage, AJUka 99601 ·• (907),2'74-3621 · 
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COUHTBR: DEC. 'needs : bl!tter argwiaents tor requiring 
' redundancy of. ~uipllent_; " Point out that industry is · 
"redundarit ... in other areas of the world and we e.Xpect saae 
redundancy (safety) •easures in thi3 state. Use specific 
examples: ·DEC sent personnel (Dan · Lawn) over to Europe to 
rep'ort on ;exactly this topic and has the inforJ1ation 
available! ,· 

• Sec. 2 
POINT: Prqof of financial responsi~ility increases. 
COUNTER: Small operators claim that this will put them out 
of business. Show that insurance cooperatives are possible. 

·Use exaaples. What are comparable requireaents in other 
states.? 

* Sec. 3 
POINT: Increasing coverage of bill by reducing exemption 
from 10,000 to 5,000 barrels of oil . 
COUNTER: Provide lis··: of facilities that would be included 
with this change. Offer proof that these facilities should 
no longer be exe~pted: i.e., do any of these have a past 
history of noncompliance? 

* Sec. 4. 
POINT: DEC inspections of tankers • 

. coUNTBR: Real prevention starts with improved tankers: 
offer argumen~s that federal inspection prograa is weak 
(high percentage of structural failures in fleet · carrying 
North Slope crude; no certified inspectors). DEC does not 
have expertise to inspect tankers so offer a plan. How does 
DEC ~.xpect to do this? Fund contractors to do job in 
California or wherever Alaskan tankers unload oil? How 
would DEC inspections interface with the Coast Guard 
inspections? What happens if inspections disagree? Does 
DBC plan to ban structurally unsound tankers froa Alaskan 
trade? Use as example "Rogue's Gallery" froa terainal in 
Sulloa Voe, Scotland: is DEC planning soaething siAilar? 

Enclosed is ORA testimony in House Resources (3/9/90). 
Please notice that we support additional changes which we 
believe will further strengthen the original intent of this 

· package. The ORA has asseJ1bled Qocuaentation to support 
most of our arguaents Plhich we would be more than happy to 
provide if your staff are interested. 

Local phone: 586-2820 

!...--"·- :..t."' _ _......... 

Respectfully, 

~)...~~&tr-
Dr. Riki Ott 
Presid~nt 
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' Representative Clif~ Davidson 
Representative curt Menard 
co-Chairmen 
Hous~ Resourc!.fiS· Commit: ee 

Ray Gillespi~· 

March 21, 1990 

" 

SUBJECT: HB 565 and HB 567 Civil Penalty and Financial 
Responsibility for Non-crude Oil Distributors 

I represent Petro Marine, Delta Western and Crowley Maritime, whic:h 
are relativ~~y small distributors of refined products, such as 
marJne iuel and petroleum products, rather than crude oil. This 
memo contains thoughts and comments on the legislation as it may 
affect owners and operators of distribution facilities in Alaska: 

I. Appendix G to the Alaska Oil Spill Commission Report is 
entitled "The Role of Insurance for the Preparedness and 
Response to Oil Spills: Liability and Compensation 
Issues". This report should be carefully reviewed by the 
committee and its recommendations seriously examined 
prior to action on HB 56S and 567 . Neither the Alaska 
Oil Spill Commission report nor j\ppendix G recommends any 
§Eecific changes to Alaska liability or penalty laws with 
respect to non-crude oil distributors. 

on the contrary, Appendix G recommends that the 
Commission and the State Legislature neview the analysis 
of the civil penalty scheme, oil spill liability and 
compensation thesis, written by W.J. Graham in 1989. 
This thesis was done at the University of Washington, 
Institute of Marine studies andl is enti tleci "Oil Spill 
Liability and Compensation..- A Review of and Evaluation 
of Alaska's Civil Penalty Scheme." A copy of this paper 
has been provided to committee staff. 

II. Other Observations and comments on Appendix G: 



't '' A. ,· · ... The report references 'the U. S·~ Government 
"_,-~~'·:.~:Accounting Office·, 1987, report, wh.ich· state~ ' 'th~1; ·, .. ,'· ":l, 

the insurance industry has· maintained .. that · the 
basic concer~~ of ·underwriting, risk the process of 
identifying and evaluating· risks and setting the 
pr'emiums to be charged cannot be satisfied when 
assessing a pollution. risk, making them sometimes 
uninsurable. · 

. B. It suggests that insuranc~ requirements of this 
nature , have historically been addressed through 
national programs, such as the National Flood 
Insurance Program, the Flood Disaster Protection 
Act, the Federal Emerqency Management Act ·and 
Earthquake Insurance Programs. 

c. The House Resources Committee may wish to examine 
the E,_ertinent provisions of Federal legislation to 
ensure that HB 567 is coordinated with pending 
Federal legislation, which may also contain 
liability provisions according to the report. 

D. It may be advisable for the Resources committee to 
~ear from the author of Appendix G, Mr. Clancy 
Phillpsborn of .Boulder, Colorado. 

III. With specific reference to HB 565 and 567, Delta Western, 
Petro Marine and Crowley Maritime off er the f orlowing 
general comments: 

A. Tank facilities owned and operat ed by these 
entities are located in the following communities: 
Unalaska, Nome, Kotzebue, Seward, Dutch Harbor, 
Kodiak, Nikiski, Anchorage and Juneau. With the 
exeeption of one small Anchorage lu~e plant and a 
small facility in Juneau, each of these facilities 
would be subject to the $50 million financial 
responsibility requirement of HB 567. 

B. Earlier testimony before the House Resources 
Committee by insurance representatives from Lloyds 
of London and an Anchorage marine insurance broker 
indicate that $50 million is not avai lable for many 
small companies operating these size facilities. 



The tes~imony indicated that $~0 million might be 
available, depending upon the particular owner and 
operator, the size and age of the tanks and the 
type and nature of mitigati~n and ' prevention 
practic~s and policies in place at the specific 
location. 

c. The term "realistic maximum oil discharge" as the 
standard for demonstrating contingency spill plan 
cleanup cap~bility needs furth1!r refinement. ·The 
tank farms referenced above ranqe from a single 
tank to up to 18 tanks. Must these operators pe 
prepared to cleanup a spill tha·t presupposes full 
loss of the entire capacity of all the tanks, such 
a:J resulting from a catastrophic earthquake? If 
so, what manpower and equip~ent wi ll be required 
and are the costs realistic for small operators of 
tank _farms? 

• 
D. It is apparent that some kind of transition 

mechanism should be in place while the new 
contingency plans are written and approved and the 
necessary manpower and equipment put on site after 
the effective date of the legislation and before 
final approval of tha plans. 

E. With respect to tanks vessels or barges in ' ,JCcess 
of 300 gross tons, HB 567 would require $20 ~Jillion 
of coverage. This requirement does not necessa:r;ily 
reflect the risk of harm posed by tank vessels or 
barges nor does it necessarily reflect insurance 
which may be available in the market place. Much 
of the refined petroleum products sold in the state 
are transported by independent barge owners under 
charter to the distributors, such as Petro Marine, 
Crowley and Delta Western. 

F. There are several other issues that should be 
addressed by the committee such as: 

1. Must operators with multiple farms meet the 
financi al responsibility requirement for each 
facili1~y or will blanket coverage meet the 
requirtaments of HB 567? 

2. Will small operators be .ablEt to fairly · compete 
with large operators if bc)th must meet the 
same financial responsibili'ty requirements? 



3. w111 it be necessary to insure aqainst the 
ciyil penalties contaj,ned in .. HB_.~565 in 
addition to the finarcial responsibility 
requirements of HB 567? See Section 2(j) of 
HB 567 which indicates that both types of 
coverage or responsibility must be 
demonstrated prior to contingency plan 
appr.oval. If this is true, then the financial 
responsibility requirements are pl'aced ·further. 
out of reach for small operators. 

~ 

4. For tank vessels and barges does the financial 
responsibility refer to each vessel or is 
t~~?-ket coverage sufficient? 

We believe the committee should serioual~r consider deletinq non­
crude from the hills at this time, to alle>w further examin1.tion of 
the serious and comitlicated issues s~roundinq small operators. 

Thank you for the opportunity to address these bills. The 
compani es I represent are wi lling and anxi ous to work further with 
the committee on these bills. We sugqest that sufficient time and 
study be devoted to HB 565 and 567 so tha1t the small operators and 
distributors of refined products can serv,e the Alaskan consumer in 
a safe and efficient manner at reasonable prices. 
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TBSTIKOHY ·BBJ'ORB THE · A~SKA' HOUSE RESOURCES 
. . 

ON HOUSE BILL 565 MARCH 13 1 1990 .: · 

BY GlllfB BURDEN POR TESORO ALASltA PETROLEUM COMPANY 

There are three points in the proposed bill that I ask 

be closely consider.ed as the committee evaluates this bill. 

First is ·in section 2 (proposed AS 46.03.758 (b)) .which 

substantially redefines fees for discharge to "environments 

without signif icant aquatic resources" from the current 

level of $1.00 per gallon to a level of up to $50 per 

gallon • . This proposal places the abiotic receiving environ­

ments in the same penalty descri ption as those environments 

with significant .aquatic resources. We support a continued 

separation between the two in regards to the statutory pen­

alty descriptions applicable to each . 

second is in section 3 (proposed AS 46.03.758(d)) which 

deals with situations wher& a spill affects more than one 

type of recfiiving environment. The proposal provides for 

spiller liability at the rate for the most critical environ­

ment affected for the entire discharge unless the Spiller 

can demon11tra~e by 0 clear and convincinq evidence" the quan­

tities entering each environn1ent . This language not only 

shifts the burden of proof from the state to the Spiller but 

also abandons the preponderance of evidence standard in 

favor of the stricter clear and convincing evidence 

standard. There is question as to whether this higher 



standard can ever be .met when the quantities can typic~lly 

only be identified by engineering projections anq opinions. 

Third 1s in Section 5 (proposed AS 46.03.75l(f)) which 

would eliminate the current credit for recovery of spills 

that occurs after the first 36 hours followinq the spill. 

This will have the effect of virtually eliminating the 

credit for land based spills since they frequently will take 

more time to charact~rize, obtain engineering assistance and 

ADEC approvals f9r recovery techniques. We support continu­

ation of the credit arrangement and believe it offers a 

spiller additional incentives to maximize the total recovery 

possible from a sit e . The financial implications from any 

spill can be very complicated; however it app~~r~ good 

policy to retain the offset provisions in current law as ad­

ditional positive incentive for maximum ·recoveries. 




