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STATE O F  ALASKA  BILL VERSION: CSHB 567 (Res)
1990 LE G IS LA T IV E  SESSION p u b l is h  d a t e  :

F ISCA L NOTE
REQUEST:

A n  act relating to contingency 

plan requirements, financial responsibility, 

Sponsor Rules/Governor

Requestor HFinance

Agency Affected; Environ. Conservation" 

BRU: Environmental Quality_____________

Components: Environmental Quality

EXPENDITURES/REVENUES: (Thousands o f Dollars)
OPERATING FY 91 FY 92 FY93 FY 94 FY 95 FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND&STRUCTURES

GRANTS.CLAIMS

MISCELLANEOUS

665.0 614.0 563.0 563.0 563.0 563.0

60.0 523 45.0 45.0 45.0 45.0

562.0 554.0 546.0 546.0 546.0 546.0

14.0 13.0 12.0 12.0 12.0 12.0

70.0 65.0 60.0 60.0 60.0 60.0

TOTAL OPERATING 1*371.0 1,298.5 1,226.0 1,226.0 1,226.0 1,226.0

CAPITAL 0.0 1*298.5 1*226.0 1,226.0 1,226.0 1,226.0

REVENUE 0.0 0.0 0.0 0.0 0.0 0.0

FUNDING: (Thousands o f Dollars)
GENERAL FUND 0.0 0.0 0.0 0.0 0.0 0.0

FEDERAL FUNDS 0.0 0.0 * 0.0 0.0 0.0 0.0

OTHER itSwioifc 1371.0 1,2983 1326.0 1326.0 1326.0 1,226.0

TOTAL 1371.0 1,298.5 1326.0 1,226.0 1,226.0 1,226.0

POSITIONS.
FULL-TIME 12.0 12.0 12.0 12.0 12.0 12.0

PART-TIME 0.0 0.0 0.0 0.0 0.0 0.0

TEMPORARY 2.0 1.0 0.0 0.0 0.0 0.0

ANALYSIS: (Attach a separate page if necessary)
Further analysis attached.

Prepared by: Lynn Kent Phone : 465-2630
Division: Environmental Quality Date :_______ 4/2/90

Approved by Commissioner L_____________________________Date:_______4/2/90
Agency: Environmental Conserva^qn

Distribution (by preparer) :
Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget
Impacted Agency(ies) page 1 of _L_



CSHB 567 

3/30/90 version

FISCAL ANALYSIS

Sections 1. 2. and 3

These sections allow the Department and municipalities to enter 

into agreements relating to vessel traffic control and monitoring 

systems and alter penalty provisions. There is no fiscal impact 

to the Department from these sections.

Section 4

This section requires certain facilities and vessels to include 

prevention measures in their contingency plans. One Ecologist II 

is necessary to develop prevention regulations such as design, 

construction and operation standards for the various types of 

facilities and vessels. In addition, field staff will require 

additional time to review the prevention portions of the plan and 

to perform more detailed facility inspections. Statewide, this 

will increase the workload by two FTE (Environmental Field 

Officer II's)

In addition, this section requires a new class of facilities - 

onshore exploration and production facilities - to develop oil 

discharge prevention and contingency plans. There are 

approximately 60 sites with multiple currently operating in the 

state. Two Environmental Field Officers are necessary to 

evaluate these contingency plans, inspect facilities for 

compliance with the approved contingency plans;, and to develop 

and participate in spill drills designed to test the ability of 

the contingency plans.

Section 5

Section 5 of the bill requires the Department to provide a copy 

of a contingency plan to the Departments of Fish and Game and 

Natural Resources and provide those agencies with an opportunity 

to review and comment on the plans. The coordination of review 

for over 70 plan reviews annually will require one additional FTE 

(Ecologist II).

Section 6

Section 6 has no fiscal impact on the Department.
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Section 7 requires approximately 60 additional facilities 

(onshore exploration and production facilities) to demonstrate 

proof of financial responsibility. One-half of an Administrative 

Assistant I'll is necessary to carry out the additional workload 

of reviewing and approving the financial responsibility 

documentation for these facilities.

Sections 8 and 9

Sections 8 and 9 have no fiscal impact on the Department.

Sections 10. 11 and L2

These sections broaden the forms of security acceptable to 

demonstrate financial responsibility. The Department will need 

to evaluate what forms of security will be acceptable to the 

state and define those by regulation (.5 Administrative Assistant 

III)

Section 13

Section 13 has no fiscal impact on the Department.

Section 14

This section requires crude oil terminals with a capacity between

5,000 and 10,000 barrels to have approved contingency plans.

This will not significantly increase the workload for the 

Department.

Section 15

This section provides authority to the Department to inspect the 

structural integrity of tank vessels, oil barges, oil terminal 

facilities, pipelines. Outside expertise is necessary for some 

of this activity. The Department will require two FTE 

(Environmental Field Officer III) and contractual funds ($450.0) 

to implement this section.

Sections 16 and 17

Sections 16 and 17 are for drafting clarification and do not have 

c fiscal impact on the Department.

Section 18

Section 18 has no fiscal impact on the Department.

P a g e  3 o f  4



Section 19.

Section 19 broadens the use of the Oil and Hazardous Substance 

Release Response Fund. The fiscal impact to the Department 

comprises the total of this fiscal note.

Section 20

This section requires the Department to conduct a survey of small 

non-crude oil terminal facilities with storage capacities between
5,000 and 10,000 barrels. There are over 30 of these facilities, 

most of which are located in rural areas. The inspections will 

involve a technical review of facility design and construction, 

prevention measures, and spill response capability. The 

Department will provide technical assistance to the facility 

owners/operators to enhance their spill prevention and response 

capabilities. In addition the Department will submit a report to 

the legislature outlining the types of problems at these 

facilities and suggestions for improvement. The inspections and 

technical assistance will require two Environmental Field 

Officers. Compilation of the statewide inspection information 

and recommendations report to the legislature will require one 

Ecologist II. The survey is required to be done within two 

years. One EFO position is for just one year, while the other 

one is for the two years of the survey. The Department proposes 

to keep the Ecologist II for subsequent years to initiate 

implementation of accepted recommendations.

Position 100 200 300 400 500 Total

Ecologist II 51.0 5.0 8.0 1.0 5.0 70.0
2 Env. Field Ofc II's 102.0 10.0 16.0 2.0 10.0 140.0

2 Env. Field Ofc Ill's 102.0 10.0 16.0 2.0 10.0 140.0
Ecologist II 51.0 5.0 8.0 1.0 5.0 70. 0
Admin. Asst. Ill 36.0 0.0 8.0 1.0 5.0 50.0
2 Env. Field Ofc III 102. 0 10. 0 16.0 2.0 10.0 140.0
Contractual (inspections) 450.0 450. 0
2 Env. Field Ofc ill 102.0 15.0 16.0 2.0 10.0 145.0
Ecologist II 51.0 5.0 8.0 1.0 5.0 70.0
2 Clerk Typist Ill's 68.0 0.0 16.0 2.0 10.0 96.0

TOTALS 665.0 60.0 !562 .0 14.0 70.0 $1,371.0
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199 ‘TATE OF ALASKA LEGISLATIVE SESSION
BILL VERSION: 
PUBLISH DA 1E :

CSHB 567 (F in )

R E Q U E S T :
FISCAL NOTE

Revision Date:___________________________
Title : An Act. sLieaghtening k W z -
con tingency  p lan  and in sp e c t io n  r e q u irem ents
Sponsor :__ Rules Co m m i tt e e / G o v e r n o r____
Requestor: House Finance__________________

Agency Affected: F ish  and Game 
B R U :_____ H ab ita t D iv is io n

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

1 3 5 . 9
6 . 0

1 3 . 6
1 . 0

TOTAL OPERATING 1 5 6 . 5

CAPITAL

REVENUE

FUNDING: (Thousand jfDollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER*
TOTAL

0
0

1 5 6 . 5

PO S IT IONS :
FULL-TIME
PART-TIME
TEMPORARY

9
1
0

ANALYSIS : (Attach a separate page if necessary)
• * Oil and Hazardous Substance Release Response Fund

r. .. House Finance CommitteePrepared by : ___________________________________
Division1 Co-Cha rman Ron Larson

Co-Chairman Lyman Hoffman 
Approved by Commissioner:
Agency:
Distribution (by preparer) :

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agcncy(ies)

Phone 
Date:

465-3727

4/23 / 9 0

Date: 4 /2 3 /9 0
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H B  5 6 7C o n t in u a t io n  o f  f i s c a l  n o te  a n a l y s is  H O U S E  2 / 2 2 / 9 0FY91 L in e  I t e m iz a t io nPCN/NEW RANGE/STEP CLASSIFICATION . NO. MONTHS (COST) LOCATION
New 18C H a b it a t  B i o l o g i s t  I I I 1 2(5 4 .0 ) Anchorage
New 18C H a b it a t  B i o l o g i s t  I I I 1 2(6 1 .1 ) , Fairbanks
6118 16 J C a r to g r a p h e r  I I I 3(1 3 .5 ) Anchorage
New 8 C C le r k / T y p is t  I I I 1 .5(3 .8 ) Anchorage
6131 7A C le r k / T y p is t  I I I 1 .5(3 .5 ) Fairbanks
TOTAL $1 3 5 .9
EXPLANATIONAs a r e s u l t  o f  th e  Exxon V a ld e z  o i l  s p i l l ,  i t  h a s become a p p a re n t t h a t  e x i s t i n g  o i l  s p i l l  c o n tin g e n c y  p la n s  a r e  in a d e q u a te . C o n s e q u e n tly , th e  U .S .  C o a s t  Guard (USCG) i s  r e v ie w in g  and u p d a tin g  i t s  r e g io n a l  c o n tin g e n c y  p l a n s , and th e  s t a t e  in te n d s  to  r e ­e v a lu a t e  th e  adequacy o f  a t  l e a s t  th e  m a jo r nongovernm ental c o n tin g e n c y  p la n s . T h is  e f f o r t  has a lr e a d y  been i n i t i a t e d  and we a n t i c i p a t e  t h a t ,  a t  a minimum, th e  s t a t e  w i l l  p a r t i c i p a t e  in  p la n n in g  p r o je c t s  ' f o r  P r in c e  W illia m  Sound, Cook I n l e t ,  th e  B e a u fo r t  S e a , and p o s s ib ly  o t h e r  a r e a s  su ch a s  t h e  C h u k ch i S e a . th e  s t a t e  w i l l  a l s o  be in v o lv e d  in  r e - e v a lu a t in g  and p o t e n t i a l l y  ex p a n d in g  th e  D is p e r s a n t  U se G u id e lin e s  and. W i l d l i f e  P r o t e c t io n  G u i d e l i n e s , w hich have in c o r p o r a te d  in t o  th e  USCG A la s k a  R e g io n  s p i l l  c o n tin g e n c y  p l a n . In  o r d e r  t o  p r o t e c t  t h e  s t a t e ' s  i n t e r e s t s  in  f i s h  and w i l d l i f e  p o p u la t io n s , h a b i t a t s ,  and p u b l ic  u s e s  o f  th e s e  r e s o u r c e s , ADF&G w i l l  r e q u ir e  a d d it io n a l  s t a f f  t o  d e d ic a t e  s p e c i f i c a l l y  to  c o n tin g e n c y  p la n n in g .The p r i n c i p a l  r e s o u r c e s  a t  r i s k  b e ca u se  o f  o i l  and o t h e r  h a zard o u s s u b s ta n c e  r e le a s e s  a re  f i s h  and w i l d l i f e ,  and th e  ADF&G i s  th e  s t a t e  ag en cy  w ith  th e  e x p e r t is e  and s t a t u t o r y  m andate to  p r o v id e  in fo r m a tio n  and recom m endations r e g a r d in g  t h e s e  r e s o u r c e s . The d ep artm en t must co m p ile  and p r o v id e  in fo r m a t io n  on th e  d i s t r i b u t i o n ,  ab un d an ce, and c r i t i c a l  l i f e  f u n c t io n  needs o f  f i s h  and w i l d l i f e  p o p u la t io n s  t h a t  may be a f f e c t e d  by a s p i l l  o r  o th e r  r e l e a s e .  Based on t h i s  in fo r m a t io n , th e  d e p a rtm e n t m ust recommend m it ig a t i o n  m easures t h a t  w i l l  a f f o r d  th e  h ig h e s t  p o s s ib le  l e v e l  o f  f i s h  and w i l d l i f e  p r o t e c t i o n . Exam ples o f  m it ig a t i o n  d e c is io n s  a re

page 2 of 2



C o n tin u a tio n  o f  E x p la n a tio n H B  5 6 7
H O U S E  2 / 2 2 / 9 0

th e  i d e n t i f i c a t i o n  o f  a r e a s  t h a t  are  b i o l o g i c a l l y  s u i t a b l e  f o r  o i l  d is p e r s a n t  u s e , i d e n t i f i c a t i o n  o f  a re a s  o f  h ig h e s t  p r i o r i t y  f o r  co n ta in m e n t o r  d e fe n s iv e  boom ing, i d e n t i f i c a t i o n  o f  c r i t e r i a  f o r  d e p lo y in g  s h o r e lin e  c le a n u p  equipm ent and crew s, and th e  s e le c t i o n  o f  s h o r e lin e  c le a n u p  te c h n iq u e s  t h a t  w i l l  m axim ize b i o l o g i c a l  b e n e f i t s  and m in im ize b i o l o g i c a l  c o s t s .A t  p r e s e n t , ADF&G h a s no fu n d in g  a l lo c a t e d  t o  p erfo rm  t h i s  f u n c t io n . Between F e b ru a ry  16 and Ju n e  30 o f  FY90, ADF&G w i l l  n eed: 9 m onths o f  H B I I I ,  2 .25 months o f  C T I I I ,  and 1 .0  month o fC a r t l l l .  ADF&G w i l l  a ls o  re q u ir e  two com puters and fu n d in g  f o r  o th e r  s u p p o rt s e r v ic e s  as noted ab ove.
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I N  T H E  H O U S E  B Y  T H E  F I N A N C E  C O M M I T T E E

C S  F O R  H O U S E  B I L L  N O .  5 6 7  ( F i n a n c e )

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  o i l  d i s c h a r g e  p r e v e n t i o n  a n d

c o n t i n g e n c y  p l a n  r e q u i r e m e n t s ,  f i n a n c i a l  r e s p o n ­

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

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

o f  t h e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n ;  a u ­

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

h a z a r d o u s  s u b s t a n c e  r e l e a s e  r e s p o n s e  f u n d  a n d  r e ­

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

r e i m b u r s a b l e  s e r v i c e  a g r e e m e n t s ;  a u t h o r i z i n g  t h e  

D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  a n d  m u n i c ­

i p a l i t i e s  t o  e n t e r  i n t o  a g r e e m e n t s  p e r t a i n i n g  t o  

v e s s e l  t r a f f i c  c o n t r o l  a n d  m o n i t o r i n g  s y s t e m s ;  r e l a t ­

i n g  t o  r e p o r t i n g  r e q u i r e m e n t s ;  a n d  p r o v i d i n g  f o r  a n  

e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  A S  2 9 . 3 5 . 0 2 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  

r e a d :

( d )  A  m u n i c i p a l i t y  m a y  e n t e r  i n t o  a g r e e m e n t s  w i t h  t h e  U n i t e d  

S t a t e s  C o a s t  G u a r d ,  t h e  U n i t e d  S t a t e s  E n v i r o n m e n t a l  P r o t e c t i o n  A g e n c y ,  

a n d  o t h e r  p e r s o n s  r e l a t i n g  t o  d e v e l o p m e n t  a n d  e n f o r c e m e n t  o f  v e s s e l  

t r a f f i c  c o n t r o l  a n d  m o n i t o r i n g  s y s t e m s  f o r  o i l  b a r g e s  a n d  t a n k  v e s s e l s  

c a r r y i n g  o i l  o p e r a t i n g  i n  o r  n e a r  t h e  w a t e r s  o f  t h e  s t a t e .

*  S e c .  2 .  A S  4 6 . 0 3 . 7 5 9 ( c )  i s  a m e n d e d  t o  r e a d :

( c )  S u b j e c t  t o  t h e  $ 5 0 0 , 0 0 0 , 0 0 0  m a x i m u m  s e t  u n d e r  ( a )  o f  t h i s

- 1 -  C S H B  5 6 7 ( F i n )



s e c t i o n  t h e  c o u r t  s h a l l  a s s e s s  f i v e  [ F O U R ]  t i m e s  t h e  p e n a l t y  s e t  o u t  

i n  ( a )  o f  t h i s  s e c t i o n  i f  t h e  c o u r t  f i n d s

( 1 )  t h e  d i s c h a r g e  w a s  c a u s e d  b y  t h e  g r o s s  n e g l i g e n c e  o r  j 

i n t e n t i o n a l  a c t  o f  t h e  d e f e n d a n t ;

( 2 )  t h e  d e f e n d a n t  d i d  n o t  t a k e  r e a s o n a b l e  m e a s u r e s  t o  

c o n t a i n  a n d  c l e a n  u p  t h e  d i s c h a r g e d  o i l ;  o r |
( 3 )  t h e  d e f e n d a n t  d i d  n o t  a c t  o r  r e s p o n d  i n  a c c o r d a n c e  w i t h  

a n  a p p r o v e d  o i l  d i s c h a r g e  p r e v e n t i o n  a n d  c o n t i n g e n c y  p l a n .

*  S e c .  3 .  A S  4 6 . 0 4 . 0 2 0 ( e )  i s  a m e n d e d  t o  r e a d :

( e )  T h e  d e p a r t m e n t  s h a l l  e n t e r  i n t o  n e g o t i a t i o n s  f o r  m e m o r a n d a  

o f  u n d e r s t a n d i n g  o r  c o o p e r a t i v e  a g r e e m e n t s  w i t h  t h e  U n i t e d  S t a t e s  

C o a s t  G u a r d ,  t h e  U n i t e d  S t a t e s  E n v i r o n m e n t a l  P r o t e c t i o n  A g e n c y ,  a n d
i

o t h e r  p e r s o n s  i n  o r d e r  t o

( 1 )  f a c i l i t a t e  c o o r d i n a t e d  a n d  e f f e c t i v e  o i l  p r e v e n t i o n  a n d  

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

d e v e l o p m e n t  a n d  e n f o r c e m e n t  o f  v e s s e l  t r a f f i c  c o n t r o l  a n d  m o n i t o r i n g  

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

w a t e r s  o f  t h e  s t a t e : ;

( 2 )  p r o v i d e  f o r  c o o p e r a t i v e  r e v i e w  o f  o i l  d i s c h a r g e  p r e v e n ­

t i o n  a n d  c o n t i n g e n c y  p l a n s  s u b m i t t e d  t o  t h e  d e p a r t m e n t  u n d e r  A S  4 6 . -

0 4 . 0 3 0 ;

( 3 )  p r o v i d e  f o r  c o o p e r a t i v e  i n s p e c t i o n s  o f  o i l  t e r m i n a l

f a c i l i t i e s  b y  t h e  d e p a r t m e n t  a n d  t h e  U n i t e d  S t a t e s  C o a s t  G u a r d  o r  

U n i t e d  S t a t e s  E n v i r o n m e n t a l  P r o t e c t i o n  A g e n c y ;  a n d

( 4 )  p r o v i d e  f o r  c o o p e r a t i v e  o i l  d i s c h a r g e  n o t i f i c a t i o n

p r o c e d u r e s .

*  S e c .  4 .  A S  4 6 . 0 4 . 0 3 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 6 . 0 4 . 0 3 0 .  O I L  D I S C H A R G E  P R E V E N T I O N  A N D  C O N T I N G E N C Y  P L A N S .

( a )  A  p e r s o n  m a y  n o t  c a u s e  o r  p e r m i t  t h e  o p e r a t i o n  o f  a n  o i l  t e r m i n a l
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f a c i l i t y  i n  t h e  s t a t e  u n l e s s  a n  o i l  d i s c h a r g e  p r e v e n t i o n  a n d  c o n t i n ­

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

h a s  b e e n  p r o p e r l y  i m p l e m e n t e d  [ .  T H E  D E P A R T M E N T  I S  T H E  O N L Y  S T A T E  

A G E N C Y  W H I C H  H A S  T H E  P O W E R  T O  A P P R O V E  A N  O I L  D I S C H A R G E  C O N T I N G E N C Y  

P L A N  F O R  T H E  P U R P O S E S  O F  T H I S  S E C T I O N ] .

( b )  A  [ A F T E R  J A N U A R Y  1 ,  1 9 8 1 ,  A ]  p e r s o n  m a y  n o t  c a u s e  o r  p e r m i t  

t h e  o p e r a t i o n  o f  a n  [ O F F S H O R E ]  e x p l o r a t i o n  o r  p r o d u c t i o n  f a c i l i t y  i n  

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

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

i m p l e m e n t e d .

( c )  A  p e r s o n  m a y  n o t  o p e r a t e  a  t a n k  v e s s e l  o r  a n  o i l  b a r g e  

w i t h i n  t h e  w a t e r s  o f  t h e  s t a t e ,  o r  c a u s e  o r  p e r m i t  t h e  t r a n s f e r  o f  o i l  

t o  o r  f r o m  a  t a n k  v e s s e l  o r  [ ,  O R ,  A F T E R  J A N U A R Y  1 ,  1 9 8 1 ,  T O  O R  F R O M ]

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

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

a n d  h a s  b e e n  p r o p e r l y  i m p l e m e n t e d  [ E X C E P T  F O R  P R O S E C U T I O N S  U N D E R  

A S  4 6 . 0 3 . 7 9 0 ( b ) ,  I T  I S  N O T  A  D E F E N S E  T O  A N  A C T I O N  B R O U G H T  F O R  V I O L A -  | 

T I O N  O F  T H I S  S U B S E C T I O N  T H A T  T H E  P E R S O N  C H A R G E D  B E L I E V E D  T H A T  A  C U R -  

R E N T  O I L  D I S C H A R G E  C O N T I N G E N C Y  P L A N  F O R  T H E  T A N K  V E S S E L  O R  O I L  B A R G E  

H A D  B E E N  A P P R O V E D  B Y  T H E  D E P A R T M E N T ] .

( d )  A  [ A N  O I L  D I S C H A R G E ]  c o n t i n g e n c y  p l a n  m u s t  b e  r e n e w e d  a t  

l e a s t  e v e r y  t h r e e  y e a r s .

( e )  T h e  d e p a r t m e n t  m a y  a t t a c h  r e a s o n a b l e  t e r m s  a n d  c o n d i t i o n s  t o  

i t s  a p p r o v a l  o r  m o d i f i c a t i o n  o f  a  [ A N  O I L  D I S C H A R G E ]  c o n t i n g e n c y  p l a n  

t h a t  t h e  d e p a r t m e n t  [ W H I C H  I T ]  d e t e r m i n e s  a r e  n e c e s s a r y  t o  e n s u r e  

[ I N S U R E ]  t h a t  t h e  a p p l i c a n t  f o r  a  [ A N  O I L  D I S C H A R G E ]  c o n t i n g e n c y  p l a n  

h a s  a c c e s s  t o  s u f f i c i e n t  r e s o u r c e s  t o  p r o t e c t  e n v i r o n m e n t a l l y  s e n s i ­

t i v e  a r e a s  a n d  t o  c o n t a i n ,  c l e a n  u p ,  a n d  m i t i g a t e  p o t e n t i a l  o i l  d i s ­

c h a r g e s  a t  o r  f r o m  t h e  f a c i l i t y  o r  v e s s e l  a s  p r o v i d e d  i n  ( j )  o f  t h i s
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s e c t i o n ,  a n d  t o  e n s u r e  t h a t  t h e  a p p l i c a n t  p r o p e r l y  i m p l e m e n t s  t h e  

c o n t i n g e n c y  p l a n  [ W I T H I N  T H E  S H O R T E S T  F E A S I B L E  T I M E ] .  T h e  [ O I L  D I S -

C H A R G E ]  c o n t i n g t .  : v  p l a n  m u s t  p r o v i d e  f o r  t h e  u s e  [ O F  T H E  B E S T  A V A I L -  ; 

A B L E  T E C H N O L O G Y ]  b j  t h e  a p p l i c a n t  o f  t h e  b e s t  t e c h n o l o g y  t h a t  w a s  

a v a i l a b l e  a t  t h e  t i m e  t h e  c o n t i n g e n c y  p l a n  w a s  s u b m i t t e d  o r  r e n e w e d ,  jI
T h e  d e p a r t m e n t  m a y  r e q u i r e  a n  a p p l i c a n t  o r  h o l d e r  o f  a n  a p p r o v e d  j

J

c o n t i n g e n c y  p l a n  t o  t a k e  s t e p s  n e c e s s a r y  t o  d e m o n s t r a t e  i t s  a b i l i t y  t o  

c a r r y  o u t  t h e  c o n t i n g e n c y  p l a n ,  i n c l u d i n g

( 1 )  p e r i o d i c  t r a i n i n g ;

( 2 )  r e s p o n s e  t e a m  e x e r c i s e s ,  a n d

( 3 )  v e r i f y i n g  a c c e s s  t o  i n v e n t o r i e s  o f  a v a i l a b l e  e q u i p m e n t ,  j 

s u p p l i e s ,  a n d  p e r s o n n e l .

( i f )  U p o n  r e q u e s t  o f  a  p l a n  h o l d e r  o r  o n  t h e  d e p a r t m e n t ' s  o w n

i n i t i a t i v e ,  t h e  [ T H E ]  d e p a r t m e n t ,  a f t e r  n o t i c e  a n d  o p p o r t u n i t y  f o r

h e a r i n g ,  m a y  m o d i f y  i t s  a p p r o v a l  o f  a  [ A N  O I L  D I S C H A R G E ]  c o n t i n g e n c y  

p l a n  i f  t h e  d e p a r t m e n t  [ I T ]  d e t e r m i n e s  t h a t  a  c h a n g e  h a s  o c c u r r e d  i n  

t h e  o p e r a t i o n  o f  a  f a c i l i t y  [ ,  M A R I N A ]  o r  v e s s e l  n e c e s s i t a t i n g  a n  

a m e n d e d  o r  s u p p l e m e n t e d  p l a n ,  o r  t h e  o p e r a t o r ' s  d i s c h a r g e  e x p e r i e n c e  

d e m o n s t r a t e s  a  n e c e s s i t y  f o r  m o d i f i c a t i o n .  T h e  d e p a r t m e n t ,  a f t e r  

n o t i c e  a n d  o p p o r t u n i t y  f o r  h e a r i n g ,  m a y  r e v o k e  i t s  a p p r o v a l  o f  a  [ A N l
O I L  D I S C H A R G E ]  c o n t i n g e n c y  p l a n  i f  t h e  d e p a r t m e n t  [ I T ]  d e t e r m i n e s  t h a t

( 1 )  a p p r o v a l  w a s  o b t a i n e d  b y  f r a u d  o r  m i s r e p r e s e n t a t i o n ;

( 2 )  t h e  o p e r a t o r  d o e s  n o t  h a v e  a c c e s s  t o  t h e  q u a l i t y  o r  

q u a n t i t y  o f  r e s o u r c e s  i d e n t i f i e d  i n  t h e  p l a n ;  [ O R ] _
( 3 )  a  t e r m  o r  c o n d i t i o n  o f  a p p r o v a l  o r  m o d i f i c a t i o n  h a s

— — _ _ _  ,

b e e n  v i o l a t e d ;  o r

( 4 )  t h e  p l a n  h a s  n o t  b e e n  p r o p e r l v  i m p l e m e n t e d  a n d  t h e

d e f i c i e n c y  m a t e r i a l l y  a f f e c t s  t h e  p l a n  h o l d e r ' s  ■•e s p o n s e  c a p a b i l i t y .

( g )  F a i l u r e  o f  a  h o l d e r  o f  a n  a p p r o ' 1' i d  o r  m o d i f i e d  [ O I L  
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D I S C H A R G E ]  c o n t i n g e n c y  p l a n  t o  p r o p e r l y  i m p l e m e n t  t h e  p l a n ,  o r  t o  h a v e  

a c c e s s ,  t o  t h e  q u a l i t y  o r  q u a n t i t y  o f  r e s o u r c e s  i d e n t i f i e d  i n  t h e  p l a n  

o r  [ A N D ,  I N  T H E  E V E N T  O F  A  S P I L L , ]  t o  r e s p o n d  w i t h  t h o s e  r e s o u r c e s  

w i t h i n  t h e  s h o r t e s t  p o s s i b l e  [ F E A S I B L E ]  t i m e  i n  t h e  e v e n t  o f  a  s p i l l  

i s  a  v i o l a t i o n  o f  t h i s  c h a p t e r  f o r  p u r p o s e s  o f  A S  4 6 . 0 3 . 7 6 0 ( a ) ,  

4 6 . 0 3 . 7 6 5 ,  4 6 . 0 3 . 7 9 0 ,  a n d  a n y  o t h e r  a p p l i c a b l e  l a w .  I f  t h e  h o l d e r  o f  

a n  a p p r o v e d  o r  m o d i f i e d  [ O I L  D I S C H A R G E ]  c o n t i n g e n c y  p l a n  f a i l s  t o  

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

o f  c r u d e  o i l  w i t h  t h e  q u a l i t y  a n d  q u a n t i t y  o f  r e s o u r c e s  i d e n t i f i e d  i n  

t h e  p l a n  a n d  i n  a  m a n n e r  r e q u i r e d  u n d e r  t h e  p l a n ,  t h e  h o l d e r  i s  

s t r i c t l y  l i a b l e ,  j o i n t l y  a n d  s e v e r a l l y ,  f o r  t h e  c i v i l  p e n a l t y  a s s e s s e d  

u n d e r  A S  4 6 . 0 3 . 7 5 8 ,  4 6 . 0 3 .  7 5 9 _ L  o r  4 6 . 0 3 . 7 6 0  a g a i n s t  a n y  o t h e r  p e r s o n  

f o r  t h a t  d i s c h a r g e .

S e c .  5 .  A S  4 6 . 0 4 . 0 3 0  i s  a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

( h )  T h e  d e p a r t m e n t  i s  t h e  o n l y  s t a t e  a g e n c y  t h a t  h a s  t h e  p o w e r  

t o  a p p r o v e ,  m o d i f y ,  o r  r e v o k e  a  c o n t i n g e n c y  p l a n  f o r  t h e  p u r p o s e s  o f  

t h i s  s e c t i o n .  T h e  d e p a r t m e n t  s h a l l  e x e r c i s e  i t s  p o w e r  u n d e r  t h i s  

s e c t i o n  i n  a  t i m e l y  m a n n e r .  E x c e p t  f o r  p r o s e c u t i o n s  u n d e r  A S  4 6 . 0 3 . -  

7 9 0 ( b ) ,  i t  i s  n o t  a  d e f e n s e  t o  a n  a c t i o n  b r o u g h t  f o r  a  v i o l a t i o n  o f

( a )  -  ( c )  o f  t h i s  s e c t i o n  t h a t  t h e  p e r s o n  c h a r g e d  b e l i e v e d  t h a t  a  

c u r r e n t  c o n t i n g e n c y  p l a n  h a d  b e e n  a p p r o v e d  b y  t h e  d e p a r t m e n t .

( i )  B e f o r e  t h e  d e p a r t m e n t  a p p r o v e s  o r  m o d i f i e s  a c o n t i n g e n c y  

p l a n  u n d e r  t h i s  s e c t i o n ,  t h e  department s h a l l  p r o v i d e  a c o p y  o f  t h e  

c o n t i n g e n c y  p l a n  t o  t h e  D e p a r t m e n t  o f  F i s h  a n d  G a m e  a n d  t o  t h e  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  f o r  t h e i r  r e v i e w .  T h e  d e p a r t m e n t  s h a l l  b y  

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

a g e n c y  r e v i e w  o f  c o n t i n g e n c y  p l a n s .

( j )  E x c e p t  a s  p r o v i d e d  i n  ( 1 )  o f  t h i s  s e c t i o n ,  t h e  h o l d e r  o f  a n  

a p p r o v e d  c o n t i n g e n c y  p l a n  r e q u i r e d  u n d e r  t h i s  s e c t i o n  s h a l l  m a i n t a i n
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i n  i t s  r e g i o n  o f  o p e r a t i o n ,  s i n g l y  o r  i n  c o n j u n c t i o n  w i t h  o t h e r  o p e r a ­

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

s t o r a g e ,  t r a n s f e r ,  a n d  r e m o v a l  e q u i p m e n t ,  p e r s o n n e l ,  a n d  r e s o u r c e s  t o  

r a p i d l y  c o n t a i n  a

( 1 )  r e a l i s t i c  m a x i m u m  o i l  d i s c h a r g e  a n d  t o  r e m o v e  t h a t  

d i s c h a r g e  w i t h i n  7 2  h o u r s  i f  t h e  c o n t i n g e n c y  p l a n  i s  f o r  a n  e x p l o r a ­

t i o n  o r  p r o d u c t i o n  f a c i l i t y ;

( 2 )  d i s c h a r g e  i n  a n  a m o u n t  e q u a l  t o  t h e  c a p a c i t y  o f  t h e  

l a r g e s t  o i l  s t o r a g e  t a n k  a t  t h e  f a c i l i t y  a n d  t o  r e m o v e  t h a t  d i s c h a r g e  

w i t h i n  7 2  h o u r s  i f  t h e  c o n t i n g e n c y  p l a n  i s  f o r  a n  o i l  t e r m i n a l  f a c i l ­

i t y ;  i f  t h e  d e p a r t m e n t  d e t e r m i n e s  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 y  i s

l o c a t e d  i n  a n  a r e a  o f  h i g h  r i s k  b e c a u s e  o f  n a t u r a l  o r  m a n m a d e  c o n d i -  ji
t i o n s  o u t s i d e  o f  t h e  f a c i l i t y ,  t h e  d e p a r t m e n t  m a y  i n c r e a s e  t h e  v o l u m e  :I
r e q u i r e m e n t  u n d e r  t h i s  p a r a g r a p h  s o  t h a t  t h e  c o n t i n g e n c y  p l a n  m u s t  b e  

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

t h e  c a p a c i t y  o f  t h e  l a r g e s t  o i l  s t o r a g e  t a n k  a t  t h e  f a c i l i t y ;

( 3 )  d i s c h a r g e  o f  o i l  i n  a n  a m o u n t  e q u a l  t o  t h e  m a x i m u m  J 

c a p a c i t y  o f  t h e  v e s s e l  o r  b a r g e  a n d  t o  r e m o v e  t h a t  d i s c h a r g e  w i t h i n  7 2  

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

( k )  N o t w i t h s t a n d i n g  ( j )  o f  t h i s  s e c t i o n ,  f a i l u r e  t o  r e m o v e  a  

d i s c h a r g e  w i t h i n  7 2  h o u r s  d o e s  n o t  c o n s t i t u t e  f a i l u r e  t o  p r o p e r l y  

i m p l e m e n t  a  c o n t i n g e n c y  p l a n  f o r  p u r p o s e s  o f  ( g )  o f  t h i s  s e c t i o n .

( 1 )  N o t w i t h s t a n d i n g  ( j )  o f  t h i s  s e c t i o n ,  t h e  d e p a r t m e n t  m a y  

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

h o l d e r  o f  t h e  p l a n  t o  m a i n t a i n  t h e  e q u i p m e n t ,  p e r s o n n e l ,  a n d  r e s o u r c e s  1I
r e q u i r e d  u n d e r  ( j )  o f  t h i s  s e c t i o n  o u t s i d e  t h e  h o l d e r ' s  r e g i o n  o f  

o p e r a t i o n  u p o n  a  s h o w i n g  s a t i s f a c t o r y  t o  t h e  d e p a r t m e n t  t h a t  t h e  

p l a n n i n g  r e q u i r e m e n t s  o f  ( j )  o f  t h i s  s e c t i o n  a r e  o t h e r w i s e  s a t i s f i e d .
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( m )  I n  t h i s  s e c t i o n

( 1 )  " c o n t i n g e n c y  p l a n "  m e a n s  a n  o i l  d i s c h a r g e  p r e v e n t i o n  

a n d  c o n t i n g e n c y  p l a n  r e q u i r e d  u n d e r  t h i s  s e c t i o n ;

( 2 )  " p r o p e r l y  i m p l e m e n t "  m e a n s ,  w i t h  r e s p e c t  t o  a  c o n t i n ­

g e n c y  p l a n ,  t o

( A )  e s t a b l i s h  a n d  c a r r y  o u t  p r o c e d u r e s  i d e n t i f i e d  i n  

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

( B )  h a v e  a c c e s s  t o  a n d  h a v e  o n  h a n d  t h e  q u a n t i t y  a n d  

q u a l i t y  o f  e q u i p m e n t ,  p e r s o n n e l ,  a n d  o t h e r  r e s o u r c e s  i d e n t i f i e d  

a s  b e i n g  a c c e s s i b l e  o r  o n  h a n d  i n  t h e  p l a n ;

( C )  f u l f i l l  t h e  a s s u r a n c e s  e s p o u s e d  i n  t h e  p l a n  i n  t h e

m a n n e r  d e s c r i b e d  i n  t h e  p l a n ;(D) comply w ith  terms and c o n d it io n s  a tta c h e d  to  the p la n  by the departm ent under the a u th o r ity  o f  (e) o f  t h is  s e c ­t io n ;  and
( E )  s u c c e s s f u l l y  d e m o n s t r a t e  t h e  a b i l i t y  t o  c a r r y  o u t  

t h e  p l a n  w h e n  r e q u i r e d  b y  t h e  d e p a r t m e n t  u n d e r  ( e )  o f  t h i s  s e c ­

t i o n  ;

( 3 )  " r e a l i s t i c  m a x i m u m  o i l  d i s c h a r g e "  m e a n s  t h e  m a x i m u m  a n d  

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

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

c a p a c i t y  o f  t h e  f a c i l i - . y ;  o n  t h e  d e p a r t m e n t ' s  k n o w l e d g e  a n d  e x p e r i e n c e  

w i t h  t h e  f a c i l i t y  o r  w i t h  s i m i l a r  f a c i l i t i e s ;  a n d  o n  t h e  d e p a r t m e n t ' s  

a n a l y s i s  o f  p o s s i b l e  m i s h a p s  a t  t h e  f a c i l i t y  o r  a t  s i m i l a r  f a c i l i t i e s ;

( 4 )  " r e g i o n  o f  o p e r a t i o n , "  w i t h  r e s p e c t  t o  t h e  h o l d e r  o f  a  

c o n t i n g e n c y  p l a n ,  m e a n s  t h e  a r e a  w h e r e  t h e  o p e r a t i o n s  o f  t h e  h o l d e r  

t h a t  r e q u i r e  a  c o n t i n g e n c y  p l a n  a r e  l o c a t e d ,  t h e  b o u n d a r i e s  o f  w h i c h  

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

f o r  r e g i o n a l  m a s t e r  p l a n n i n g  p u r p o s e s  u n d e r  A S  4 6 . 0 4 . 2 1 0 .
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*  S e c .  6 .  A S  4 6 . 0 4 . 0 4 0 ( a )  i s  a m e n d e d  t c  r e a d :

( a )  A  p e r s o n  m a y  n o t  c a u s e  o r  p e r m i t  t h e  o p e r a t i o n  o f  a n  o i l  

t e r m i n a l  f a c i l i t y  i n  t h e  s t a t e  u n l e s s  t h e  p e r s o n  h a s  f u r n i s h e d  t o  t h e  

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

i t y  t o  r e s p o n d  i n  d a m a g e s .  P r o o f  o f  f i n a n c i a l  r e s p o n s i b i l i t y  f o r  a

c r u d e  o i l  t e r m i n a l  m a y  n o t  b e  l e s s  t h a n  $ 5 0 , 0 0 0 , 0 0 0  p e r  i n c i d e n t .  

P r o o f  o f  f i n a n c i a l  r e s p o n s i b i l i t y  f o r  a  n o n c r u d e  o i l  t e r m i n a l  m a y  n o t  

b e  l e s s  t h a n  $ 2 5 ,  p e r  i n c i d e n t ,  f o r  e a c h  b a r r e l  o f  t o t a l  n o n c r u d e  o i l  

s t o r a g e  c a p a c i t y  a t  t h e  t e r m i n a l  o r  [ W H I C H  H A S  B E E N  A C C E P T E D  B Y  T H E  

D E P A R T M E N T .  A B I L I T Y  T O  R E S P O N D  I N  D A M A G E S  N E E D  N O T  E X C E E D  $ 5 0 , 0 0 0 , 0 0 0  

B U T  M U S T  B E  I N  A N  A M O U N T  ( 1 )  N O T  L E S S  T H A N  $ 1 0 ,  P E R  I N C I D E N T ,  F O R  E A C H  

B A R R E L  O F  S T O R A G E  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 :  O R  ( 2 ) ]

$ 1 , 0 0 0 , 0 0 0 ,  w h i c h e v e r  i s  g r e a t e r ,  s u b j e c t  t o  a  m a x i m u m  o f  $ 5 0 , 0 0 0 , 0 0 0 .  

F o r  p u r p o s e s  o f  t h i s  s u b s e c t i o n ,  a n  o i l  t e r m i n a l  f a c i l i t y  t h a t  s t o r e s  

b o t h  c r u d e  o i l  a n d  n o n c r u d e  o i l  i s  s u b j e c t  t o  c h e  f i n a n c i a l  r e s p o n s i ­

b i l i t y  r e q u i r e m e n t s  a p p l i c a b l e  t o  t h e  t y p e  o f  f a c i l i t y  t h a t  c o r r e ­

s p o n d s  t o  t h e  t y p e  o f  o i l  s t o r a g e  t h a t  p r e d o m i n a t e s  a t  t h e  f a c i l i t y .  

H o w e v e r ,  i f  t h e  f a c i l i t y  s t o r e s  m o r e  n o n c r u d e  o i l  t h a n  c r u d e  o i l ,  t h e  

$ 2 5  p e r  i n c i d e n t ,  p e r  b a r r e l  r e q u i r e m e n t  o f  t h i s  s u b s e c t i o n  a p p l i e s  t o  

e a c h  b a r r e l  o f  o i l  s t o r a g e  c a p a c i t y  a t  t h e  f a c i l i t y .

*  S e c .  7 .  A S  4 6 . 0 4 . 0 4 0 ( b )  i s  a m e n d e d  t o  r e a d :

( b )  A  [ A F T E R  J U L Y  1 ,  1 9 8 1 ,  A ]  p e r s o n  m a y  n o t  c a u s e  o r  p e r m i t  t h e  

o p e r a t i o n  o f  a n  [ O F F S H O R E ]  e x p l o r a t i o n  o r  p r o d u c t i o n  f a c i l i t y  i n  t h e  

s t a t e  u n l e s s  t h e  p e r s o n  h a s  f u r n i s h e d  t o  t h e  d e p a r t m e n t ,  a n d  t h e  

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

d a m a g e s  [ H A S  B E E N  A C C E P T E D  B Y  T H E  D E P A R T M E N T ] ,  P r o o f  o f  f i n a n c i a l  

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

n o t  b e  l e s s  t h a n  $ 5 0 , 0 0 0 , 0 0 0  [ $ 3 5 , 0 0 0 , 0 0 0 ]  p e r  i n c i d e n t .  P r o o f  o f  

f i n a n c i a l  r e s p c n s i b i l i t y  f o r  a n  o n s h o r e  e x p l o r a t i o n  o r  p r o d u c t i o n
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f a c i l i t y  m a y  n o t  b e  l e s s  t h a n  $ 2 0 , 0 0 0 , 0 0 0  p e r  i n c i d e n t .

S e c .  8 .  A S  4 6 . 0 4 . 0 4 0 ( c )  i s  a m e n d e d  t o  r e a d :

( c )  A  p e r s o n  m a y  n o t  o p e r a t e  a  t a n k  v e s s e l  o r  a n  o i l  b a r g e

w i t h i n  t h e  w a t e r s  o f  t h e  s t a t e ,  o r  c a u s e  o r  p e r m i t  t h e  t r a n s f e r  o f  o i l

t o  o r  f r o m  a  t a n k  v e s s e l  [ , ]  o r  [ ,  A F T E R  J A N U A R Y  1 ,  1 9 8 1 ,  T O  O R  F R O M ]

a n  o i l  b a r g e ,  u n l e s s  t h e  p e r s o n  o p e r a t i n g  t h e  t a n k  v e s s e l  o r  o i l  b a r g e

h a s  f u r n i s h e d  t o  t h e  d e p a r t m e n t ,  a n d  t h e  d e p a r t m e n t  h a s  a p p r o v e d ,  

p r o o f  o f  f i n a n c i a l  a b i l i t y  t o  r e s p o n d  i n  d a m a g e s .  P r o o f  o f  f i n a n c i a l  

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

( 1 )  $ 3 0 0 ,  p e r  i n c i d e n t ,  f o r  e a c h  b a r r e l  o f  s t o r a g e  c a p a c i t y  

o r  $ 1 0 0 , 0 0 0 , 0 0 0 ,  w h i c h e v e r  i s  g r e a t e r ,  f o r  a  t a n k  v e s s e l  o r  b a r g e  

c a r r y i n g  c r u d e  o i l ;

( 2 )  $ 1 0 0 ,  p e r  i n c i d e n t ,  f o r  e a c h  b a r r e l  o f  s t o r a g e  c a p a c i t y  

o r  $ 1 , 0 0 0 , 0 0 0 ,  w h i c h e v e r  i s  g r e a t e r ,  s u b j e c t  t o  a  m a x i m u m  o f  

$ 3 5 , 0 0 0 , 0 0 0 ,  f o r  a  t a n k  v e s s e l  o r  b a r g e  c a r r y i n g  n o n c r u d e  o i l  i n  a n  

a m o u n t  o f  5 , 0 0 0  b a r r e l s  o r  m o r e  [ R E S P O N S I B I L I T Y  F O R  T H E  T A N K  V E S S E L  O R  

B A R G E  H A S  B E E N  A C C E P T E D  B Y  T H E  D E P A R T M E N T .  F I N A N C I A L  R E S P O N S I B I L I T Y  

U N D E R  T H I S  S U B S E C T I O N  S H A L L  B E  I N  T H E  F O L L O W I N G  A M O U N T S :

( 1 )  F O R  A  T A N K  V E S S E L  O R  O I L  B A R G E  I N V O L V E D  I N  T H E  T R A N S ­

P O R T A T I O N  O F  T R A N S - A L A S K A  P I P E L I N E  O I L ,  T H E  A M O U N T  R E Q U I R E D  B Y  T H E  

F E D E R A L  M A R I T I M E  C O M M I S S I O N  U N D E R  4 3  U . S . C .  1 6 5 3 ( c ) ( 3 )  ( S E C .  2 0 4

( c ) ( 3 ) ,  T R A N S - A L A S K A  P I P E L I N E  A U T H O R I Z A T I O N  A C T ) ;

( 2 )  F O R  A N Y  O T H E R  O I L  B A R G E ,  T H E  A M O U N T  R E Q U I R E D  B Y  

S E C .  3 1 1 ( p ; ( 1 )  O F  T H E  C L E A N  W A T E R  A C T ,  O R  $ 1  , 0 0 0 , 0 0 0 ,  W H I C H E V E R  I S  

G R E A T E R ;

( 3 )  F O R  A N Y  O T H E R  T A N K  V E S S E L S ,  T H E  A M O U N T  R E Q U I R E D  B Y  

S E C .  3 1 1 ( p ) ( 1 )  O F  T H E  C L E A N  W A T E R  A C T ,  O R  $ 2 0 , 0 0 0 , 0 0 0 ,  W H I C H E V E R  I S  

G R E A T E R ] .

S e c .  9 .  A S  4 6 . 0 4 . 0 4 0 ( d )  i s  a m e n d e d  t o  r e a d :
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( d )  E x c e p t  f o r  p r o s e c u t i o n s  u n d e r  A S  4 6 . 0 3 . 7 9 0 ( b ) ,  i t  i s  n o t  a  

d e f e n s e  t o  a n  a c t i o n  b r o u g h t  f o r  v i o l a t i o n  o f  ( a )  -  ( c )  [ ( c ) ]  o f  t h i s  

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

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

a p p r o v e d  b y ,  t h e  d e p a r t m e n t  [ T H E  V E S S E L  O P E R A T O R  P O S S E S S E D  P R O O F  O F  

F I N A N C I A L  R E S P O N S I B I L I T Y  A C C E P T E D  B Y  T H E  D E P A R T M E N T ] .

*  S e c .  1 0 .  A S  4 6 . 0 4 . 0 4 0 ( e )  i s  a m e n d e d  t o  r e a d :

( e )  F i n a n c i a l  r e s p o n s i b i l i t y  m a y  b e  d e m o n s t r a t e d  b y  ( 1 )  s e l f -  

i n s u r a n c e ,  ( 2 )  i n s u r a n c e ,  ( 3 )  s u r e t y ,  ( 4 )  [ O R ]  g u a r a n t e e ,  ( 5 )  l e t t e r  

o f  c r e d i t  a p p r o v e d  b y  t h e  d e p a r t m e n t ,  o r  ( 6 )  o t h e r  p r o o f  o f  f i n a n c i a l  

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

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

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

m e n t  m a y  p r e s c r i b e .  A n  a c t i o n  b r o u g h t  u n d e r  A S  4 6 . 0 3 . 7 5 8 ,  4 6 . 0 3 . 7 5 9 ,  

4 6 . 0 3 . 7 6 0 ( a )  o r  ( e ) ,  4 6 . 0 3 . 8 2 2 ,  o r  A S  4 6 . 0 4 . 0 3 0 ( g )  [ O R  T O  C O L L E C T  

P E N A L T I E S  I M P O S E D  U N D E R  A S  4 6 . 0 3 . 7 5 9 ]  m a y  b e  b r o u g h t  i n  a  s t a t e  c o u r t  

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

e v i d e n c e  o f  f i n a n c i a l  r e s p o n s i b i l i t y .  T h e  a p p l i c a n t ,  a n d  a n  i n s u r e r ,
t

s u r e t y ,  [ O R ]  g u a r a n t o r ,  p e r s o n  f u r n i s h i n g  a n  a p p r o v e d  l e t t e r  o f  c r e d ­

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

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

o f  p r o c e s s  i n  t h e  s t a t e .  F o r  p u r p o s e ;  o f  t h i s  s u b s e c t i o n ,  a n  [ A N ]  

i n s u r e r ,  o t h e r  t h a n  a  g r o u p  o f  i n s u r e d s  w h o s e  a g r e e m e n t  h a s  b e e n  

a p p r o v e d  b y  t h e  d e p a r t m e n t ,  m u s t  e i t h e r  b e  a u t h o r i z e d  b y  t h e  D e p a r t ­

m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  t o  s e l l  i n s u r a n c e  i n  t h e  

s t a t e  o r  b e  a n  u n a u t h o r i z e d  i n s u r e r  l i s t e d  b y  t h e  D e p a r t m e n t  o f  C o m ­

m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  a s  n o t  d i s a p p r o v e d  f o r  u s e  i n  t h e  

s t a t e .

*  S e c .  1 1 .  A S  4 6 . 0 4 . 0 4 0 ( f )  i s  a m e n d e d  t o  r e a d :
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( f )  A c c e p t a n c e  o f  p r o o f  o f  f i n a n c i a l  r e s p o n s i b i l i t y  e x p i r e s

( 1 )  o n e  y e a r  f r o m  i t s  i s s u a n c e  f o r  s e l f - i n s u r a n c e ;

( 2 )  o n  t h e  e f f e c t i v e  d a t e  o f  a  c h a n g e  i n  t h e  s u r e t y  b o n d ,  

g u a r a n t e e ,  [ O R ]  i n s u r a n c e  a g r e e m e n t ,  l e t t e r  o f  c r e d i t ,  o r  o t h e r  p r o o f  

o f  f i n a n c i a l  r e s p o n s i b i l i t y ;  o r

( 3 )  o n  t h e  e x p i r a t i o n  o r  c a n c e l l a t i o n  o f  t h e  s u r e t y  b o n d ,  

g u a r a n t e e ,  [ O R ]  i n s u r a n c e  a g r e e m e n t ,  l e t t e r  o f  c r e d i t ,  o r  o t h e r  p r o o f  

o f  f i n a n c i a l  r e s p o n s i b i l i t y .

*  S e c .  1 2 .  A S  4 6 . 0 4 . 0 4 0 ( g )  i s  a m e n d e d  t o  r e a d :

( g )  T h e  p e r s o n  w h o s e  p r o o f  o f  f i n a n c i a l  r e s p o n s i b i l i t y  i s  a c ­

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

m e n t  a t  l e a s t  3 0  d a y s  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  a.  c h a n g e ,  e x p i r a ­

t i o n  o r  c a n c e l l a t i o n  I n  t h e  s u r e t y  b o n d ,  g u a r a n t e e ,  [ O R ]  i n s u r a n c e  

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

i t y .  A p p l i c a t i o n  f o r  r e n e w a l  o f  a c c e p t a n c e  o f  p r o o f  o f  f i n a n c i a l  

r e s p o n s i b i l i t y  u n d e r  t h i s  s e c t i o n  m u s t  b e  f i l e d  a t  l e a s t  3 0  d a y s  

b e f o r e  t h e  d a t e  o f  e x p i r a t i o n .

*  S e c .  1 3 .  A S  4 6 . 0 4 . 0 4 0  i s  a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

( j )  U p o n  a c c e p t a n c e  a n d  a p p r o v a l  o f  p r o o f  o f  f i n a n c i a l  r e s p o n s i ­

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

a  c e r t i f i c a t e  s t a t i n g  t h a t  t h e  s t a t e ' s  f i n a n c i a l  r e s p o n s i b i l i t y  r e ­

q u i r e m e n t s  h a v e  b e e n  s a t i s f i e d .  T h e  c e r t i f i c a t e  m u s t  i n c l u d e  t h e  n a m e  

o f  t h e  f a c i l i t y ,  t a n k  v e s s e l ,  o r  b a r g e  f o r  w h i c h  i t  i s  i s s u e d  a n d  t h e  

e x p i r a t i o n  d a t e  o f  t h e  c e r t i f i c a t e .

( k )  N o t w i t h s t a n d i n g  t h e  r e q u i r e m e n t s  o f  ( e )  o f  t h i s  s e c t i o n ,  t h e  

a p p l i c a n t  m a y  p r o v i d e  e v i d e n c e  o f  f i n a n c i a l  r e s p o n s i b i l i t y  p r o v i d e d  b y  

a n  i n s u r e r  o r  o t h e r  p e r s o n  w h o  d o e s  n o t  a g r e e  t o  b e  s u b j e c t  t o  d i r e c t

a c t i o n  i n  s t a t e  c o u r t s  o r  t o  a p p o i n t  a n  a g e n t  f o r  s e r v i c e  o f  p r o c e s s  

i f
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i  ( 1 )  t h e  d e p a r t m e n t  i s  s a t i s f i e d  t h a t  t h e  i n s u r a n c e  o r  o t h e r
I

2 : f o r m  o f  f i n a n c i a l  r e s p o n s i b i l i t y  c o v e r s  j u d g m e n t s  u n d e r  t h e  s t a t u t e s

3  l i s t e d  i n  ( e )  o f  t h i s  s e c t i o n ;

4'» ( 2 )  p r o o f  o f  a t  l e a s t  $ 5 0 , 0 0 0 , 0 0 0 ,  o r  t h e  a m o u n t  r e q u i r e d
I

5 i |  b y  ( a )  -  ( c )  o f  t h i s  s e c t i o n ,  w h i c h e v e r  i s  l e s s ,  i n  i n s u r a n c e  o r  o t h e rI
6 f o r m  o f  f i n a n c i a l  r e s p o n s i b i l i t y  t h a t  m e e t s  t h e  r e q u i r e m e n t s  o f  ( e )  o f7 t h is  s e c t io n  i s  p ro v id e d ; and,i
3 ( 3 )  t h e  a p p l i c a n t  p r o v i d e s  a  s w o r n  s t a t e m e n t  o r  a f f i d a v i t

.1
9 t h a t  i n s u r a n c e  o r  o t h e r  f o r m  o f  f i n a n c i a l  r e s p o n s i b i l i t y  t h a t  m e e t s

10  t h e  r e q u i r e m e n t s  o f  ( e )  o f  t h i s  s e c t i o n  i s  n o t  a v a i l a b l e  i n  g r e a t e r

1 1 "  a m o u n t s .

12  *  S e c .  1 4 .  A S  4 6 . 0 4  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

1 3  S e c .  4 6 . 0 4 . 0 4 5 .  A D J U S T M E N T  O F  D O L L A R  A M O U N T S .  ( a )  T h e  d o l l a r

a m o u n t s  i n  A S  4 6 . 0 4 . 0 4 0  c h a n g e ,  a s  p r o v i d e d  i n  t h i s  s e c t i o n ,  a c c o r d i n g

1 5  t o  a n d  t o  t h e  e x t e n t  o f  c h a n g e s  i n  t h e  C o n s u m e r  P r i c e  I n d e x  f o r  a l l

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

B u r e a u  o f  L a b o r  S t a t i s t i c s ,  U n i t e d  S t a t e s  D e p a r t m e n t  o f  L a b o r  ( t h e  

1 3  i n d e x ) .  T h e  i n d e x  f o r  J a n u a r y  o f  t h e  y e a r  i n  w h i c h  t h i s  s e c t i o n

1 9  b e c o m e s  e f f e c t i v e  i s  t h e  r e f e r e n c e  b a s e  i n d e x .

2 0  ( b )  T h e  d o l l a r  a m o u n t s  c h a n g e  o n  O c t o b e r  1 o f  e a c h  t h i r d  y e a r

2 1  a c c o r d i n g  t o  t h e  p e r c e n t a g e  c h a n g e  b e t w e e n  t h e  i n d e x  f o r  J a n u a r y  o f

2 2  t h a t  y e a r  a n d  t h e  m o s t  r e c e n t  i n d e x  u s e d  t o  d e t e r m i n e  w h e t h e r  t o

2 3  c h a n g e  t h e  d o l l a r  a m o u n t s .  A f t e r  c a l c u l a t i o n  o f  t h e  n e w  a m o u n t s ,  t h e

24 r e s u l t i n g  a m o u n t s  s h a l l  b e  r o u n d e d  t o  t h e  n e a r e s t  c e n t .

2 5  ( c )  I f  t h e  i n d e x  i s  r e v i s e d ,  t h e  p e r c e n t a g e  o f  c h a n g e  i s  c a l -

2 6  c u l a t e d  o n  t h e  b a s i s  o f  t h e  r e v i s e d  i n d e x .  I f  a  r e v i s i o n  o f  t h e  i n d e x

2 7  c h a n g e s  t h e  r e f e r e n c e  b a s e  i n d e x ,  a  r e v i s e d  r e f e r e n c e  b a s e  i n d e x  i s

2 8  d e t e r m i n e d  n y  m u l t i p l y i n g  t h e  r e f e r e n c e  b a s e  i n d e x  a p p l i c a b l e  b y  t h e

2 9  r e b a s i n g  f a c t o r  f u r n i s h e d  b y  t h e  U n i t e d  S t a t e s  B u r e a u  o f  L a b o r
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S t a t i s t i c s .  I f  t h e  i n d e x  i s  s u p e r s e d e d ,  t h e  i n d e x  r e f e r r e d  t o  i n  t h i s  

s e c t i o n  i s  t h e  o n e  r e p r e s e n t e d  b y  t h e  B u r e a u  o f  L a b o r  S t a t i s t i c s  a s  

r e f l e c t i n g  m o s t  a c c u r a t e l y  c h a n g e s  i n  t h e  p u r c h a s i n g  p o w e r  o f  t h e  

d o l l a r  f o r  A l a s k a n  c o n s u m e r s .

( d )  T h e  d e p a r t m e n t  s h a l l  a d o p t  a  r e g u l a t i o n  a n n o u n c i n g

( 1 )  o n  o r  b e f o r e  J u n e  3 0  o f  e a c h  t h i r d  y e a r ,  t h e  c h a n g e s  i n  

d o l l a r  a m o u n t s  r e q u i r e d  b y  ( b )  o f  t h i s  s e c t i o n ;  a n d

( 2 )  p r o m p t l y  a f t e r  t h e  c h a n g e s  o c c u r ,  c h a n g e s  i n  t h e  i n d e x  

r e q u i r e d  b y  ( c )  o f  t h i s  s e c t i o n ,  i n c l u d i n g ,  i f  a p p l i c a b l e ,  t h e  n u m e r ­

i c a l  e q u i v a l e n t  o f  t a e  r e f e r e n c e  b a s e  i n d e x  u n d e r  a  r e v i s e d  r e f e r e n c e  

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

i n d e x .

( e )  T h e  d e p a r t m e n t  s h a l l  a l s o  p r o v i d e  n o t i f i c a t i o n  o f  a  c h a n g e  

i n  d o l l a r  a m o u n t s  r e q u i r e d  u n d e r  ( b )  o f  t h i s  s e c t i o n  t o  t h e  c l e r k s  o f  

c o u r t  i n  e a c h  j u d i c i a l  d i s t r i c t  o f  t h e  s t a t e .

S e c .  1 5 .  A S  4 6 . 0 4 . 0 5 0  i s  a m e n d e d  t o  r e a d : t
S e c .  4 6 . 0 4 . 0 5 0 .  E X E M P T I O N S .  T h e  p r o v i s i o n s  o f  [ B E C A U S E  O F  T H E fI

R E S T R I C T E D  N A T U R E  O F  T H E  O P E R A T I O N S  A N D  T H E  M I N I M A L  D A N G E P  T O  T H E  :I
E N V I R O N M E N T  P O S E D  B Y  T H E  A C T I V I T I E S , ]  A S  4 6 . 0 4 . 0 3 0 ,  4 6 . 0 4 . 0 4 0 ^  a n d  j

4 6 . 0 4 . 0 6 0  d o  n o t  a p p l y  t o  a n  o i l  t e r m i n a l  f a c i l i t y  t h a t  h a s  a n  e f f e c ­

t i v e  s t o r a g e  c a p a c i t y  o f  l e s s  t h a n  5 , 0 0 0  [ 1 0 , 0 0 0 ]  b a r r e l s  o f  c r u d e  o i l  

o r  l e s s  t h a n  1 0 , 0 0 0  b a r r e l s  o f  n o n c r u d e  o i l . I
S e c .  1 6 .  A S  4 6 . 0 4 . 0 6 0  i s  a m e n d e d  t o  r e a d :

j

S e c .  4 6 . 0 4 . 0 6 0 .  I N S P E C T I O N S .  I n  a d d i t i o n  t o  o t h e r  r i g h t s  o f I
a c c e s s  o r  i n s p e c t i o n  c o n f e r r e d  u p o n  t h e  d e p a r t m e n t  b y  l a w  o r  o t h e r - i
w i s e ,  t h e  d e p a r t m e n t  m a y  a t  r e a s o n a b l e  t i m e s  e n t e r  a n d  i n s p e c t  o i l  

[ O I L ]  t e r m i n a l  f a c i l i t i e s ,  [ O F F S H O R E ]  e x p l o r a t i o n  a n d  p r o d u c t i o n  

f a c i l i t i e s ,  t a n k  v e s s e l s ,  a n d  o i l  b a r g e s  w i t h i n  t h e  t e r r i t o r i a l  j u r i s ­

d i c t i o n  o f  t h e  s t a t e  i n  o r d e r  [ A R E  S U B J E C T  T O  I N S P E C T I O N  B Y  T H E
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D E P A R T M E N T ]  t o

( 1 )  e n s u r e  c o m p l i a n c e  w i t h  t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r ^

( 2 )  e x a m i n e  t h e  s t r u c t u r a l  i n t e g r i t y  o f  t a n k  v e s s e l s ,  o i l  

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

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

p r o d u c t i o n ,  s t o r a g e ,  a n d  t r a n s p o r t a t i o n  o f  o i l ;  o r

( 3 )  p a r t i c i p a t e  i n  a n  e x a m i n a t i o n  o f  t h e  s t r u c t u r a l  i n t e g ­

r i t y  o f  t a n k  v e s s e l s  a n d  o i l  b a r g e s  b y  t h e  U n i t e d  S t a t e s  C o a s t  G u a r d .

*  S e c .  1 7 .  A S  4 6 . 0 4 . 2 0 0  i c  a m e n d e d  t o  r e a d :

S e c .  4 6 . 0 4 . 2 0 0 .  S T A T E  M A S T E R  P L A N .  ( a )  T h e  d e p a r t m e n t  s h a l l  

p r e p a r e  a n  .  a n n u a l l y  r e v i e w  a n d  r e v i s e  a  s t a t e w i d e  m a s t e r  o i l  a n d  

h a z a r d o u s  s u b s t a n c e  d i s c h a r g e  [ A N D ]  p r e v e n t i o n  a n d  c o n t i n g e n c y  p l a n .

( b )  T h e  s t a t e  m a s t e r  p l a n  p r e p a r e d  u n d e r  t h i s  s e c t i o n  m u s t

( 1 )  t a k e  i n t o  c o n s i d e r a t i o n  t h e  e l e m e n t s  o f  a n  o i l  d i s ­

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

a p p r o v a l  u n d e r  A S  4 6 . 0 4 . 0 3 0 ;

( 2 )  c l a r i f y  a n d  s p e c i f y  t h e  r e s p e c t i v e  r e s p o n s i b i l i t i e s  o f  

e a c h  o f  t h e  f o l l o w i n g  i n  t h e  a s s e s s m e n t ,  c o n t a i n m e n t ,  a n d  c l e a n u p  o f  a  

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

o u s  s u b s t a n c e  i n t o  t h e  e n v i r o n m e n t  o f  t h e  s t a t e :

( A )  a g e n c i e s  o f  t h e  s t a t e ;(B) m u n ic ip a l i t ie s  o f  the s t a t e ;
( C )  a p p r o p r i a t e  f e d e r a l  a g e n c i e s ;

( D )  o p e r a t o r s  o f  f a c i l i t i e s ;

( E )  p r i v a t e  p a r t i e s  w h o s e  l a n d  a n d  o t h e r  p r o p e r t y  m a y  

b e  a f f e c t e d  b y  t h e  o i l  o r  h a z a r d o u s  s u b s t a n c e  d i s c h a r g e ;  a n d

( F )  o t h e r  p a r t i e s  i d e n t i f i e d  b y  t h e  c o m m i s s i o n e r  a s  

h a v i n g  a n  i n t e r e s t  i n  o r  t h e  r e s o u r c e s  t o  a s s i s t  i n  t h e  c o n t a i n ­

m e n t  a n d  c l e a n u p  o f  a n  o i l  o r  h a z a r d o u s  s u b s t a n c e  d i s c h a r g e ;

CSHB 5 6 7 (Fin) -14-



( 3 )  s p e c i f y  t h e  r e s p e c t i v e  r e s p o n s i b i l i t i e s  o f  p a r t i e s  

i d e n t i f i e d  i n  ( 2 )  o f  t h i s  s u b s e c t i o n  i n  a n  e m e r g e n c y  r e s p o n s e ;  a n d

( 4 )  i d e n t i f y  a c t i o n s  n e c e s s a r y  t o  r e d u c e  t h e  l i k e l i h o o d  o f  

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

s u b s t a n c e s .

( c )  I n  p r e p a r i n g  a n d  a n n u a l l y  r e v i e w i n g  t h e  s t a t e  m a s t e r  p l a n ,  

t h e  c o m m i s s i o n e r  s h a l l

( 1 )  c o n s u l t  w i t h  m u n i c i p a l  a n d  c o m m u n i t y  o f f i c i a l s ,  a n d  

w i t h  r e p r e s e n t a t i v e s  o f  a f f e c t e d  r e g i o n a l  o r g a n i z a t i o n s ;

( 2 )  s u b m i t  t h e  d r a f t  p l a n  t o  t h e  p u b l i c  f o r  r e v i e w  a n d

c o m m e n t ;

( 3 )  s u b m i t  t o  t h e  l e g i s l a t u r e  f o r  r e v i e w ,  n o t  l a t e r  t h a n  

t h e  1 0 t h  d a y  f o l l o w i n g  t h e  c o n v e n i n g  o f  e a c h  r e g u l a r  s e s s i o n ,  t h e  p l a n  

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

( 4 )  r e q u i r e  o r  s c h e d u l e  u n a n n o u n c e d  o i l  s p i l l  d r i l l s  t o  

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

p l a n  a p p r o v e d  u n d e r  A S  4 6 . 0 4 . 0 3 0  o r  o f  t h e  c l e a n u p  p l a n s  o f  a  p a r t y  

i d e n t i f i e d  u n d e r  ( b ) ( 2 )  o f  t h i s  s e c t i o n .

S e c .  1 8 .  A S  4 6 . 0 4 . 2 1 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  F o r  a n y  r e g i o n  o f  t h e  s t a t e ,  t h e  b o u n d a r i e s  o f  w h i c h  a r e

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

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

c o n t i n g e n c y  p l a n  s u b m i t t e d  b y  a  p e r s o n  u n d e r  A S  4 6 . 0 4 . 0 3 0 ,  t h e  d e p a r t ­

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

o i l  a n d  h a z a r d o u s  s u b s t a n c e  d i s c h a r g e  [ A N D ]  p r e v e n t i o n  a n d  c o n t i n g e n c y  

p l a n .

S e c .  1 9 .  A S  4 6 . 0 4 . 9 0 0 ( 8 )  i s  a m e n d e d  t o  r e a d :

( 8 )  " [ O F F S H O R E ]  e x p l o r a t i o n  o r  p r o d u c t i o n  f a c i l i t y "  m e a n s  a  

p l a t f o r m ,  v e s s e l ^  o r  o t h e r  f a c i l i t y  u s e d  t o  e x p l o r e  f o r  o r  p r o d u c e
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h y d r o c a r b o n s  i n  t h e  w a t e r s  o f  t h e  s t a t e  o r  o n  l a n d  i n  t h e  s t a t e ;  t h e  

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

o p e r a t i o n s  t h a t  [ W H I C H ]  a r e  n o t  a u t h o r i z e d  o r  i n t e n d e d  t o  d r i l l  t o  a  

p r o d u c i n g  f o r m a t i o n ;

*  S e c .  2 0 .  A S  4 6 . 0 4 . 9 0 0 ( 1 5 )  i s  a m e n d e d  t o  r e a d :

( 1 5 )  " t a n k  v e s s e l "  m e a n s  a  s e l f - p r o p e l l e d  w a t e r b o r n e  v e s s e l  

t h a t  i s  c o n s t r u c t e d  o r  c o n v e r t e d  t o  c a r r y  l i q u i d  b u l k  c a r g o  i n  t a n k s  

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

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

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

f o r  t h a t  v e s s e l ;

*  S e c .  2 1 .  A S  4 6 . 0 8 . 0 4 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 6 . 0 8 . 0 4 0 .  P U R P O S E S  O F  T H E  F U N D .  T h e  c o m m i s s i o n e r  m a y  u s e  

m o n e y  f r o m  t h e  f u n d  t o

( 1 )  i n v e s t i g a t e  a n d  e v a l u a t e  t h e  r e l e a s e  o r  t h r e a t e n e d  

r e l e a s e  o f  o i l  o r  a  h a z a r d o u s  s u b s t a n c e ,  a n d  c o n t a i n ,  c l e a n  u p ,  a n d  

t a k e  o t h e r  n e c e s s a r y  a c t i o n ,  s u c h  a s  m o n i t o r i n g  a n d  a s s e s s i n g ,  t o  

a d d r e s s  a  r e l e a s e  o r  t h r e a t e n e d  r e l e a s e  o f  o i l  o r  a  h a z a r d o u s  s u b ­

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

h e a l t h  o r  w e l f a r e ,  o r  t o  t h e  e n v i r o n m e n t ;

( 2 )  p a y  a l l  c o s t s  i n c u r r e d

( A )  t o  e s t a b l i s h  a n d  m a i n t a i n  t h e  o i l  a n d  h a z a r d o u s

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

h a z a r d o u s  s u b s t a n c e  r e s p o n s e  c o r p s  a n d  t h e  o i l  a n d  h a z a r d o u s  

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

( B )  t o  r e v i e w  o i l  d i s c h a r g e  p r e v e n t i o n  a n d  c o n t i n g e n c y

p l a n s  s u b m i t t e d  u n d e r  A S  4 6 . 0 4 . 0 3 0 ;

( C )  t o  c o n d u c t  t r a i n i n g ,  r e s p o n s e  e x e r c i s e s ,  i n s p e c ­

t i o n s ,  a n d  t e s t s ,  i n  o r d e r  t o  v e r i f y  e q u i p m e n t  i n v e n t o r i e s  a n d
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a b i l i t y  t o  p r e v e n t  a n d  r e s p o n d  t o  o i l  a n d  h a z a r d o u s  s u b s t a n c e

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

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

i p a l i t y ,  o r  a  p a r t y  r e q u i r e d  b y  A S  4 6 . 0 4 . 0 3 0  t o  h a v e  a n  a p p r o v e d  

c o n t i n g e n c y  p l a n  t o  a c t  i n  a c c o r d a n c e  w i t h  t h a t  p l a n ;  a n d

( D )  t o  v e r i f y  o r  e s t a b l i s h  p r o o f  o f  f i n a n c i a l  r e s p o n ­

s i b i l i t y  r e q u i r e d  b y  A S  4 6 . 0 4 . 0 4 0 ;

( 3 )  p r o v i d e  m a t c h i n g  f u n d s  f o r  p a r t i c i p a t i o n  i n  f e d e r a l  o i l  

d i s c h a r g e  c l e a n u p  a c t i v i t i e s  a n d  u n d e r  4 2  U . S . C .  9 6 0 1  -  9 6 5 7  ( C o m p r e ­

h e n s i v e  E n v i r o n m e n t a l  R e s p o n s e ,  C o m p e n s a t i o n ,  a n d  L i a b i l i t y  A c t  o f  

1 9 8 0 ) ;  [ A N D ]

( 4 )  r e c o v e r  t h e  c o s t s  t o  t h e  s t a t e  o r  t o  a  m u n i c i p a l i t y  o f

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

r e l e a s e  o f  o i l  o r  a  h a z a r d o u s  s u b s t a n c e j _  [ .  ]

( 5 )  p r e p a r e ,  r e v i e w ,  a n d  r e v i s e

( A )  t h e  s t a t e ' s  m a s t e r  o i l  a n d  h a z a r d o u s  s u b s t a n c e

d i s c h a r g e  [ A N D ]  p r e v e n t i o n  a n d  c o n t i n g e n c y  p l a n  r e q u i r e d  b y  

A S  4 6 . 0 4 . 2 0 0 ;  a n d

( B )  a  r e g i o n a l  m a s t e r  o i l  a n d  h a z a r d o u s  s u b s t a n c e

d i s c h a r g e  [ A N D ]  p r e v e n t i o n  a n d  c o n t i n g e n c y  • p l a n  r e q u i r e d  b y  

A S  4 6 . 0 4 . 2 1 0 ;  a n d

( 6 )  r e s t o r e  t h e  e n v i r o n m e n t  b y  a d d r e s s i n g  t h e  e f f e c t s  o f  a n  

o i l  o r  h a z a r d o u s  s u b s t a n c e  r e l e a s e .

S e c .  2 2 .  A S  4 6 . 0 8 . 0 4 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( b )  E x c e p t  f o r  d i r e c t  r e s p o n s e  t o  a  d e c l a r e d  d i s a s t e r  e m e r g e n c y

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

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

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

b u r s a b l e  s e r v i c e  a g r e e m e n t s  w i t h  a n y  s t a t e  a g e n c y .
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*  S e c .  2 3 .  A S  4 6 . 0 8 . 0 6 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  T h e  c o m m i s s i o n e r  s h a l l  s u b m i t  a  r e p o r t  t o  t h e  l e g i s l a t u r e  

n o t  l a t e r  t h a n  t h e  1 0 t h  d a y  f o l l o w i n g  t h e  c o n v e n i n g  o f  e a c h  r e g u l a r  

s e s s i o n  o f  t h e  l e g i s l a t u r e .  T h e  r e p o r t  m a y  i n c l u d e  i n f o r m a t i o n  c o n ­

s i d e r e d  s i g n i f i c a n t  b y  t h e  c o m m i s s i o n e r  b u t  m u s t  i n c l u d e :

( 1 )  t h e  a m o u n t  o f  m o n e y  e x p e n d e d  u n d e r  A S  4 6 . 0 8 . 0 4 0  d u r i n g  

t h e  p r e c e d i n g  f i s c a l  y e a r ;

( 2 )  t h e  a m o u n t  a n d  s o u r c e  o f  m o n e y  r e c e i v e d  a n d  m o n e y  

r e c o v e r e d  d u r i n g  t h e  p r e c e d i n g  f i s c a l  y e a r  a s  s p e c i f i e d  i n  A S  4 6 . 0 8 . -  

0 2 0 ;
( 3 )  a  s u m m a r y  o f  m u n i c i p a l  p a r t i c i p a t i o n  i n  r e s p o n s e s  

f u n d e d  b y  t h e  f u n d ;

( 4 )  a  d e t a i l e d  s u m m a r y  o f  d e p a r t m e n t  a c t i v i t i e s  i n  r e ­

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

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

t h r e a t ;  i n  t h i s  p a r a g r a p h ,  " d e t a i l e d "  i n c l u d e s  i n f o r m a t i o n  d e s c r i b i n g  

e a c h  p e r s o n a l  s e r v i c e s  p o s i t i o n  a n d  t o t a l  c o m p e n s a t i o n  f o r  t h a t  

p o s i t i o n ,  e a c h  c o n t r a c t  i n  e x c e s s  o f  $ 2 0 , 0 0 0 ,  a n d  e a c h  p u r c h a s e  i n  

e x c e s s  o f  $ 1 0 , 0 0 0 ;  a n d

( 5 )  t h e  p r o j e c t e d  c o s t  f o r  t h e  n e x t  f i s c a l  y e a r  o f  m o n i t o r ­

i n g ,  o p e r a t i n g ,  a n d  m a i n t a i n i n g  s i t e s  w h e r e  r e s p o n s e  h a s  b e e n  c o m ­

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

*  S e c .  2 4 .  S U R V E Y  O F  S M A L L  N O N C R U D E  O I L  T E R M I N A L  F A C I L I T I E S .  ( a )  B y  j 

J a n u a r y  3 1 ,  1 9 9 2 ,  t h e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  s h a l l  s u r ­

v e y ,  i n s p e c t ,  a n d  p r e p a r e  a n  i n v e n t o r y  o f  n o n c r u d 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  s t a t e  x ^ i t h  a n  e f f e c t i v e  s t o r a g e  c a p a c i t y  o f  5 , 0 0 0  t o  1 0 , 0 0 0  b a r r e l s  

i n  o r d e r  t o  d e t e r m i n e  f o r  e a c h  f a c i l i t y

( 1 )  i t s  a c t u a l  s t o r a g e  c a p a c i t y ;

( 2 )  t h e  t y p e  o f  n o n c r u d e  o i l  p r o d u c t s  s t o r e d ;
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( 3 )  i t s  a g e ,  d e s i g n ,  c o n s t r u c t i o n ,  a n d  g e n e r a l  c o n d i t i o n ;

( 4 )  t h e  d e s i g n  a n d  c o n s t r u c t i o n  s t a n d a r d s  a p p l i c a b l e  o r  r e l e ­

v a n t  ;

( 5 )  t h e  p r e s e n c e  o r  a b s e n c e  o f  c o n t a i n m e n t  s t r u c t u r e s  a n d  e q u i p ­

m e n t  ;

( 6 )  i t s  a b i l i t y  t o  r e s p o n d  t o  a  r e l e a s e  o r  t h r e a t e n e d  r e l e a s e ;

( 7 )  t h e  e n v i r o n m e n t a l  s e n s i t i v i t y  o f  t h e  s u r r o u n d i n g  a r e a  a n d  

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

( 8 )  t h e  p r e s e n c e  o r  a b s e n c e  o f  s u r f a c e  a n d  s u b s u r f a c e  p i p e l i n e s  

a n d  s t o r a g e  t a n k s ;  a n d

( 9 )  o t h e r  a p p r o p r i a t e  i n f o r m a t i o n .

( b )  B y  J a n u a r y  3 1 ,  1 9 9 2 ,  t h e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n

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

( a )  o f  t h i s  s e c t i o n  a n d  i t s  w r i t t e n  r e c o m m e n d a t i o n s  c o n c e r n i n g  d i s c h a r g e

p r e v e n t i o n  a n d  c o n t i n g e n c y  r e q u i r e m e n t s  o r  d e s i g n  r e v i e w  r e q u i r e m e n t s  t h a t  

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

i t i e s  o f  l e s s  t h a n  1 0 , 0 0 0  b a r r e l s .

( c )  U p o n  c o m p l e t i o n  o f  t h e  s u r v e y  r e q u i r e d  u n d e r  ( a )  o f  t h i s  s e c t i o n ,  ji
t h e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  m a y

( 1 )  n o t i f y  e a c h  f a c i l i t y  o f  t h e  r e s u l t s  o f  t h e  f a c i l i t y ' s  i n ­

s p e c t i o n ;  a n d

( 2 )  p r o v i d e  e a c h  f a c i l i t y  w i t h  r e c o m m e n d a t i o n s  a n d  t e c h n i c a l

a s s i s t a n c e  c o n c e r n i n g  i d e n t i f i e d  d e f i c i e n c i e s .

( d )  T h e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  m a y  c o n d u c t  t h e

i n s p e c t i o n s  r e q u i r e d  u n d e r  t h i s  s e c t i o n  n o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  

A S  4 6 . 0 4 . 0 5 0 .  T h e  d e p a r t m e n t  s h a l l  c o n d u c t  t h e  i n s p e c t i o n s  a t  r e a s o n a b l e  

t i m e s .

*  S e c .  2 5 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .
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V4/20/90Rep. Kay Brown
PROPOSED CHANGES TO HOUSE BILL 567

from
CS HB 567 (Res) to CS HB 567 ( ) draft 4/20/90 

changes relative to CS HB 567 (Res)

Section 4

page 4, lines 1-2

Amends language requiring that contingency plans must provide for 
the "best available tedinology." Clarifies that the plan must provide 
for the best available technology at the time the plan was submitted or 
renewed.

page 4, line 10

Adds language to provide that a plan holder may request modification 
of a contingency plan in the event of changed circumstances that 
would warrant changes to the contingency plan.

Section 5

page 5, lines 20-21

Amends language concerning the review of contingency plans by 
ADF&G and DNR to provide that regulations will be issued to describe 
the process and timelines for the conduct of agency reviews.

page 5, line 22

Arnolds language to clarify that the holder of an approved contingency 
plan (not just an applicant for approval of a plan) must maintain 
sufficient containment equipment to contain a spill.

page 5, line 23-24

Amends language concerning the requirement that contingency plan 
holders maintain sufficient equipment in the "area" of operation to the 
"region" of operation as defined in regulations under AS 46.04.210 (a) 
(i.e., SB 261/Regional and Master Contingency Plans).



line 12 ■ S l i l S f Sv . / .... [
Adds definition of "region of operation" as a region established by 
regulation under AS 46.04.210 (a) (i.e., SB 261/Regional and Master 
Contingency Plans).

Section 6 
page 7, line 25

Adds language to define the type of facility (crude vs. non-crude) in 
terms of the "type of oil that predominates at the facility" for purposes 
of establishing applicable financial responsibility requirements

Section 8
page 8, line 14

Amends the financial responsibility requirements for crude oil tank 
vessels and barges. Changes the flat $500,000,000 coverage requirement 
to a sliding scale of coverage based on the size of storage capacity ($300 
per barrel of capacity). Minimum requirement of $100,000,000 coverage.

page 8, line 18-19
Amends the financial responsibility requirements for non-crude oil 
(i.e., refined products) tank vessels and barges. Deletes phrase "or other 
hazardous substance" to eliminate ambiguity about what substances are 
or are not covered.

Section 10

page 9, lines 12-25
Rewritten to clarify that financial responsibility requirements may be 
met through the use of "letters of credit" or "protection and 
indemnity" clubs (so-called "group of insureds" or "P&I" clubs). 
Language added to exclude P&I rlubs from the regulatory jurisdiction 
of the Department of Commerce and Economic Development.

Section 11
page 10, line 1

Adds "letter of credit" or "other proof of financial responsibility" to the 
list of means by which financial responsibility may be demonstrated.

B sm n s



m m

v < r  V  / / ' A  

. . page 10,

Adds "letter of credit" or "other proof of financial responsibility" to the

Section 12

page 10, line 11

Adds "letter $  -^dit" or "other proof of financial responsibility" to the 
list of means fry which financial responsibility may be demonstrated.

page 10, line 15

New Section 13 added to provide that the department shall issue a 
certificate to an applicant upon the department's acceptance and 
approval of financial responsibility.

Other sections renumbered accordingly.

Section 15

page 12, line 11

Adds authority for DEC to participate in the examination of tank 
vessels and oil barges with the US Coast Guard.

Section 18

page 14, line 7

Adds new Section 20. Amends definition of "tank vessel" to clarify that 
this refers to "waterborne" vessels.

Other sections renumbered accordingly.
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HBS6 ?  . C 3 . r t 6  5 U l  0  '■' .... !
. • ' . V .  .• •1 6 .0 4 .0 4 0 . Add a new s u b s e c t io n , to  rea d :46( f ) N o tw ith s ta n d in g  th e  re q u ire m e n ts  o f (e) , th e  a p p lic a n t  may p r o v id e  e v id e n c e  o f f i n a n c i a l  r e s p o n s i b i l i t y  p ro v id e d  by an in s u r e r  or o th e r  person who does n ot ag ree  t o  be s u b je c t  to  d i r e c t  a c t io n  in  s t a t e  c o u r ts  or to  a p p o in t' an a g e n t f o r  s e r v ic e  o f  p r o c e s s , i f  (1 ) th e  departm ent i s  s a t i s f i e d  t h a t  th e  in su ra n ce  or o th e r  form  o f  f i n a n c i a l  r e s p o n s i b i l i t y  c o v e r s  judgm ents under th e  s t a t u t e s  l i s t e d  in  ( e ) ; (2 ) p ro o f o f a t  l e a s t  $50 m i l l i o n ,  orth e  amount r e q u ir e d  by ( a ) -( c )  q f ' t h i s  s e c t i o n ,  w hich ever i s  l e s s ,  in  in s u r a n c e  o r o th e r  form o f f i n a n c i a l  r e s p o n s i b i l i t y  which m eets th e  re q u ire m e n ts  o f  (e> i s  p r o v id e d ; and (3) th e  a p p lic a n t  p r o v id e s  a sworn sta te m e n t or a f f i d a v i t  t h a t  in su ra n ce  or o th e r  form  o f f i n a n c i a l  r e s p o n s i b i l i t y  w hich m eets th e  re q u ire m e n ts  o f (e) i s  n o t a v a i la b le  in  g r e a t e r  am ounts.

A : \HB567.O IL
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O F F E R E D  I N  T H E  H O U S E

P a g e  5 ,  l i n e  2 4 :

D e l e t e  " T h e "

I n s e r t  " E x c e p t  a s  p r o v i d e d  i n  ( 1 )  o f  t h i s  s e c t i o n ,  t h e "

P a g e  6 ,  a f t e r  l i n e  1 7 :

I n s e r t  a  n e w  s u b s e c t i o n  t o  r e a d :

" ( 1 )  N o t w i t h s t a n d i n g  ( j )  o f  t h i s  s e c t i o n ,  t h e  d e p a r t m e n t  m a y  

a p p r o v e  a  c o n t i n g e n c y  p l a n  f o r  a  n o n c r u d e  o i l  t e r m i n a l  f a c i l i t y  o r  f o r  

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

h o l d e r  o f  t h e  p l a n  t o  m a i n t a i n  t h e  e q u i p m e n t ,  p e r s o n n e l ,  a n d  r e s o u r c e s  

r e q u i r e d  u n d e r  ( j )  o f  t h i s  s e c t i o n  o u t s i d e  t h e  h o l d e r ' s  r e g i o n  o f  

o p e r a t i o n  u p o n  a  s h o w i n g  s a t i s f a c t o r y  t o  t h e  d e p a r t m e n t  t h a t  t h e  

p l a n n i n g  r e q u i r e m e n t s  o f  ( j )  o f  t h i s  s e c t i o n  a r e  o t h e r w i s e  s a t i s f i e d . "

R e l . e t t e r  t h e  f o l l o w i n g  s u b s e c t i o n  a c c o r d i n g l y .

4 / 2 0 / 9 0
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Page 16, line 26insert new subsection (b) to A S  46.08.040:"(b) Except for direct response to a declared disaster emergency relating to an oil or hazardous substance discharge or for specific projects authorized by the legislature, the department may not receive and expend funds as grants to municipalities or reimbursable service agreem ents to any state agency."



W. Gene Burden
Vlca PrasUlani
Adm inistration & Q ovam m ani Relations 1990

HOUSE FINANCE COMMITTEE MEMBERS

Tesoro Alaska Petroleum Comoany, P.O. Box 190272, Anchorage, Alaska 99519-0272 (907) 561-5521 FAX (907) 561-5047

R e p r e s e n ta t iv e s  Lyman H offm an,Ramona B a rn e s , Randy P h i l l i p s ,  N i i l o  Kaponen D ick  S h u ltz  Fran UlmerS u b je c t :  H .B . 567

Kay W a l l is ,Ron L a rs o n ,C . E . Swackhammer Kay Brown S te v e  R ie g e r
The c u r r e n t  v e r s io n  o f  HB 567, i f  p a s s e d , w i l l  p re se n t th e  S t a t e  o f  A la s k a  and Tesoro A la sk a  w ith  a d i f f i c u l t  problem :

If the bill is passed as presently written the State 
will have the option of not enforcing the provisions 
requiring financial assurance or refuse a permit for 
Tesoro Alaska to operate.A la s k a  c u r r e n t ly  has a " d i r e c t  a c t io n "  req u irem en t f o r  i n ­s u r e r s  used f o r  d em o n stratin g  f i n a n c i a l  r e s p o n s i b i l i t y .  Tesoro A la sk a  a n t ic ip a t e s  a req u irem en t t o  p ro v id e  $200 M il l io n  in  i n ­su ran ce  and i s  n o t la r g e  enough t o  meet th e  new h ig h e r  r e q u ir e ­m ents v i a  s e l f  in s u r a n c e . There i s  in a d e q u a te  c a p a c it y  among in s u r e r s  who have r e g is t e r e d  a g e n ts  in  th e  S t a t e  and a re  s u b je c t  t o  d i r e c t  a c t io n  t o  meet t h i s  le v e l  o f  f i n a n c i a l  r e s p o n s i b i l i t y .  Our o n ly  o p tio n  i s  t o  meet th e  l e v e l  r e q u ir e d  v i a  an in s u r a n c e  p o ol w hich w i l l  be made up o f  p re d o m in a te ly  in t e r n a t io n a l  in s u r ­e r s  who w i l l  n o t  r e g i s t e r  f o r  s e r v ic e  in  A la s k a  o r any o t h e r  s t a t e .A d d it io n a l  in fo r m a tio n  i s  a t t a c h e d . We s u g g e s t  t h a t  th e  im p lic a t io n s  o f  t h i s  problem  be c o n sid e re d  and t h a t  fu r t h e r  Ad­m in is t r a t io n  e v a lu a t io n  be com pleted b e fo r e  t h i s  p o r tio n  o f  th e  b i l l  p r o c e e d s . O th e rw ise , t h i s  b i l l  p o ses a s e r io u s  t h r e a t  t o  Tesoro A la s k a , i t s  200+ A la s k a  em p loyees, and th e  economy o f  th e  K enai P e n in s u la  Borough as w e ll  a s  A la s k a 's  su p p ly  o f  j e t  f u e l ,  g a s o l in e , and h e a t in g  o i l s .

E n c lo su re s



EXAMPLE OF EFFECT OF HB 567/SB504 ON D E M O N S T R A T I O N  O F  F I N A N C I A L  R E S P O N S I B I L I T Y
1. C U R R E N T  STATUS:

1. F inanc ia l  r e sp on s ib i l i t y  met v ia  s e l f - i n s u r a n c e  ev idenced  
by c o r p o r a t e  a s s e t s .

2. A lso  ma in ta ins  p r im a ry  and e x c e s s  l iab i l i t y  in su rance  
c o v e r a g e  in e x c e s s  o f  the  s t a t u t o r y  requ i rem en ts  with 
in su ran c e  p o o l  cons is t ing  o f  15 u n d e rw r i t e r s  and over 
1 00  in su ran c e  en t i t ie s .

3. P r o v i s i o n s  o f  AS 4 6 . 0 4 . 0 4 0 ( e )  [ rega rd ing  requ irement fo r  
in su ran c e  c om pan ie s  provid ing p a r t y  e v id en ce  o f  f inancia l 
r e s p o n s ib i l i t y  to be sub je c t  to "d i rec t  a c t i o n ’  in A laska  
c o u r t s ,  a pp o in t  an agen t  in A la sk a ,  and  be  au tho r i zed  by 
the D iv is ion  o f  In su rance ]  have no t  b e en  o f  c o n c e rn  to 
due to th e  s e l f - i n s u r a n c e .

2. P R O P O S E D  STATUS:
1. T e s o ro  e x p e c t s  to c a r r y  a s  much a s  $ 2 0 0  Mill ion to cove r  

la rg e s t  t an ke r  that may be c h a r t e r e d  fo r  t r a n s p o r t  o f  
ANS r o y a l t y  c rude  oil.

2. T e so ro  can not s e l f  insu re to the  leve l o f  $ 2 0 0  Million.
3. The  in su ran c e  indus t ry  r e g i s t e r e d  in A la sk a  d o e s  not 

have the  c ap a c i t y  to unde rw r i t e  $ 2 0 0  Mil l ion in 
p o l lu t io n  l iab i l i ty  requir ing the  m a jo r i t y  (p r o je c ted  to 
be a l l  am oun ts  in e x c e s s  o f  $ 2 5  M i l l ion ) to be ob ta ined  
v ia  th e  in su rance  p o o l s  w h o s e  m em be r s  wil l not reg is te r  
f o r  s e r v i c e  in A la ska  o r  any  o t h e r  s ta te .

4. In the  a b s e n c e  o f  a waiver , o r  l i t t l e  ch ange  in the 
leve l o f  f inanc ia l  r e s p o n s ib i l i t y  r e qu i rem en ts  it is 
un l ike ly  tha t  T eso ro  A la s k a ’s  in su ra n c e  c o ve rag e  will 
m ee t  the  requ i remen ts  c a l le d  f o r  in t h e s e  bi l ls .

5. C om p l ia n c e  with th is  s ta tu te  is a p re requ is i te  to main­
ta in ing a pe rm it  to ope ra te .  ?

•Exam ple  o f T e s o ro  A la sk a  P e tro le um  C o m p a n y
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Mr. Gene Burden
Tesoro Alaska Petroleum Company■

Ret Insurance Companies admitted in Alaska 

Dear Gene:

In light of recent proposed legislation in Alaska that may require evidencing financial 
responsibility for Pollution Liability we discussed the following:

1* Number of separate underwriters required on a given account;

2. Number of Insurance companies licensed to conduct business in Alaska; and

3. Direct action by Alaskan government against underwriters.

We previously discussed the number of underwriters on any given large commercial 
account. Please refer to my letter of April 12, 1990, wherein I advised that a substantial 
number of underwriters are required in order to subscribe to any account needing high 
levels of Insurance protection.

The main theme behind this letter is to focus on if Alaska requires evidence of financial 
responsibility which could be addressed by the procurement of insurance, whether the 
subscribing underwriters are admitted in Alaska, and would accept direct action against 
them.

As respects the number of Insurers that are "admitted", which effectively means licensed 
to conduct business in Alaska, I consulted A.M. Best Company's Key Rating Guide for 
Propertv-Casualty Insurers and can confirm that there are a substantial number (over one 
hundred) of companies licensed In Alaska. Most of these are standard stock companies 
underwriting Automobile Liability, Workers Compensation and General Liability 
Insurance subject to Insurance Services Organization (ISO) forms. ISO Is a national firm 
designed to promote uniformity in rating and policy wordings between states and 
Insurers. Most companies subscribe to their rating structure and policy wordings as these 
have been tried and tested in court and provide a common ground for comparison.

Pollution Liability would be considered a coverage afforded under a General Liability 
placement but, unfortunately, the ISO form has a specific exclusion whereby coverage 
for Pollution Incidents Is virtually excluded. As such, this Impedes our ability to obtain 
Pollution coverage from the standard stock companies.

Some companies, though, may delete this exclusion subject to an additional premium but 
then we are back to the dilemma of obtaining adequate capacity. I would suspect that 
sole use of these carriers would enable an insurance buyer to purchase only 23 Million in 
coverage. Consequently, the buyer would be required to access "non-admitted 
insurers". These underwriters offer abundant capacity but would not be amenable to 
direct action by the state.
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Mr, Gene Burden 
April 18,1990 
Page 2

A direct action statute would be onerous for the buyer because underwriters typically 
will not agree to this since liability policies are written on an indemnity basis. In other 
words, the underwriters will reimburse the Assured once the Assured has paid the claim. 
By having direct action the underwriters effectively take the place of the insured and 
this violates the principal of Indemnification. Ultimately, a direct action statute will 
reduce the number of underwriters that a buyer can access for Pollution Liability 
whereas to the contrary, if there Is no direct action statute, adequate capacity for 
Pollution Liability will exist.

Gene, the above is a brief summary of the difficulties Involved in obtaining Pollution 
coverage and agreement from underwriters for direct action. If you or any members of 
the House committee would like to discuss this further, I would welcome the opportunity 
to meet with you or them, or at least call them/b hear their concerns.

ery truly

ark R ,

MRM:dg

MRM-1727



SUBJECT:

G J *from: Dennis D. K e lsoConunissioner Department o f  Environm ental C o n se rv a tio n
Financial 
Responsibility 
and Contingency 
Plans

Per your request, the following is a briefing/decision 
memorandum presenting alternatives to the provisions 
currently in HB 567/SB 504 on the issue of additional 
requirements for financial responsibility and oil spill 
contingency plans for non-crude oil facilities.

Summary of the Issue

The current House and Senate bills increase the amounts of 
financial responsibility required at most currently 
regulated facilities. They also lower the threshold at 
which oil terminals are required to have both contingency 
plans and proof of financial responsibility from 10,000 
barrels to 5,000 barrels of storage capacity.

You have asked us to revisit this issue and propose 
alternatives that may be more workable for smaller 
operators.

Attached in Table 1 is a comparison of existing requirements 
for financial responsibility, the levels proposed in the 
2/21 legislation, and proposed new levels.

Decision Required

It is necessary to decide whether to propose amendments to 
the governors bills on this subject.

The House Resources Committee is marking up all the oil 
spill bills within the next couple of days, and it would be 
prudent to propose any changes to this committee.

Key Agencies and Interest Groups

There was some concern expressed by the Department of 
Natural Resources over the financial responsibility 
requirements. They felt it was important not to prevent any 
further development of the oil industry by making the

02-001 (R « v 1 0 -a 4 )



DEC has f e l t  th a t  i t  i s  n e cessary  to  p r o t e c t  th e  s t a t e  and i t s  c i t iz e n s  by e n su rin g  th a t  sh ip p e rs  and h a n d le r s  o f  o i l  have th e  f in a n c ia l  c a p a b i l i t y  and p rep ared n ess t o  d e a l e f f e c t i v e l y  w ith s p i l l s .  The exem ption from  c u r r e n t  law fo r  f a c i l i t i e s  or sh ip p ers o f  le s s  than 1 0 , 0 0 0  b a r r e ls  le a v e s  a group o f f a c i l i t i e s  w ith  a s i g n i f i c a n t  s p i l l  p o t e n t ia l  w ith o ut contingency p la n s  or any dem onstrated r e a d in e s s  to  d e a l w ith a s p i l l .  Some method needs t o  be d evelo p ed  t h a t  w i l l  a llow  us to  a d e q u a te ly  p r o te c t  th e  s t a t e ' s  i n t e r e s t s .V ario u s o th er groups have been t e s t i f y i n g  a t  th e  l e g i s l a t i v e  h e a rin g s on th ese  is s u e s . Some o f  th e  owners and o p e ra to rs  o f  o i l  d is tr ib u t io n  com panies have s a id  t h a t  th e  f in a n c i a l  r e s p o n s ib i l i t y  req uirem en ts are  to o  h ig h  and t h a t  in su ran ce  t o  meet th e se  requirem ents would be p r o h ib i t i v e l y  e x p e n siv e .Concern has been e xp ressed  about th e  e f f e c t  on v i l l a g e s  b u lk  fu e l  sto rag e  ta n k s . No v i l l a g e s  have t e s t i f i e d  on th e se  is s u e s , but the concern has been r a is e d  by o t h e r s .A v a r ie t y  o f  o th ers have been in v o lv e d  w ith  t h i s  is s u e , in c lu d in g  many people from th e com m unities a f f e c t e d  by th e Exxon o i l  s p i l l .  In  g e n e r a l , th e se  p e o p le  seem t o  want stro n g  le g is la t io n  r e q u ir in g  co n tin g e n cy  p la n s  f o r  f a c i l i t i e s  such as r e f i n e r i e s ,  p ip e lin e s  and onshore f a c i l i t i e s .  Some have su ggested  th a t  f i n a n c i a l  r e s p o n s ib i l i t y  le v e ls  f o r  ta n k e rs should be $ 1  b i l l i o n .O ptionsO ptions fo r  co n tin gen cy  p la n s  and f i n a n c i a l  r e s p o n s i b i l i t y  are presented s e p a r a t e ly .Contingency Plans1. Leave th e  th r e s h o ld  f o r  co n tin g en cy  p la n s  a t  5 ,000 b a r r e ls  o f s to r a g e , a s  c u r r e n t ly  proposed in  th e  l e g i s l a t i o n .Pro: Demonstrates a commitment by th e  a d m in is t r a t io n  t od eal w ith a broader group o f  f a c i l i t i e s  w ith  th e  p o t e n t ia l  fo r  s ig n i f ic a n t  s p i l l s .Con: Does not address th e  is s u e  o f  r e q u ir in g  c o n tin g e n cyp lan s fo r  a whole new group o f  o p e ra to rs . By s t i l l  re q u irin g  the co n tin g e n cy  p la n , t h is  group o f  f a c i l i t i e s  and op erators now become p a r t  o f  th e  re g u la te d  com m unity.2 . D elete  the new req uirem ent fo r  co n tin g e n cy  p la n s  a t  th e



Con: Leaves th e  s t a t e  in  e x a c t ly  th e  same p o s it io n  we a rein  now w ithout any means to  d e a l w ith  s p i l l  resp o n se  fo r  t h is  group o f  p o t e n t ia l  s p i l l e r s .  May be co n stru e d  t h a t  th e  a d m in istra tio n  i s  b a ck in g  down a t  th e  s l i g h t e s t  h in t  o f  co n tro v e rsy .
• • '* •' . V *' *” i 1 ••'.-VC*-- t ; *; A ‘ ‘ ■' ■'*3. Replace th e  c o n tin g e n c y  p la n  req u irem en ts w ith  s t a t u t o r y  a u th o rity  fo r  DEC t o  s u r v e y , in v e n to ry  and in s p e c t  f a c i l i t i e s  w ith l e s s  th a n  1 0 , 0 0 0  b a r r e ls  s to r a g e  c a p a c it y . T h is a u th o r ity  w i l l  d i r e c t  DEC to  co n d u ct in s p e c t io n s , id e n t ify  problem a r e a s , and r e p o r t b ack  t o  th e  L e g is la t u r e  w ith f in d in g s .Pro: Provides a method f o r  th e  departm ent t o  b e g in  g e t t in ga handle on th e f a c i l i t i e s  t h a t  f a l l  in t o  th e  5 -10 ,00 0  b a r r e l c a te g o r y . T h is  ty p e  o f  approach would a llo w  us to  prepare d esign  s ta n d a r d s , exam ine secon d ary con tain m en t methods, and ta k e  a more d e t a i le d  lo o k  a t  what sh o u ld  be required fo r  c o n tin g e n c y  p la n s  f o r  t h i s  s i z e  f a c i l i t i e s .  I t  would provide th e  d a ta  n e ce ssa ry  to  s t r u c t u r e  a program t h a t  has r e a l i s t i c  s ta n d a rd s  t h a t  can be p r o p e r ly  in c o r p o r a te d .Con: May be co n stru e d  t h a t  th e  a d m in is tr a tio n  i s  b a ck in gdown on i t s  o r ig i n a l  s ta n c e  in  fa v o r  o f  s tr o n g e r  environm ental p r o t e c t io n  la w s . G iv in g  DEC th e  a u th o r ity  to  b egin  in s p e c tin g  new f a c i l i t i e s  w i l l  s t i l l  meet some r e s is ta n c e .

F in a n c ia l R e s p o n s ib i l i t yA. Leave the p r o o f o f  f i n a n c i a l  r e s p o n s ib i l i t y  l e v e l s  f o r  non-crude f a c i l i t i e s  a s  proposed in  th e  e x is t in g  l e g i s la t i o n .Pro: Assures t h a t  o p e r a to r s  w orking in  th e  s t a t e  have th ec a p a b ilit y  o f  d e a lin g  w ith  th e  damages cau sed by a m ajor s p i l l .Con: Guarantees o p p o s it io n  t o  th e  b i l l  from sm a ll o p e ra to rswho fe e l  th a t  th e  c o s t  o f  t h i s  p ro o f would be p r o h ib it iv e ly  h ig h .B. Drop the f i n a n c i a l  r e s p o n s i b i l i t y  requirem ents f o r  nr^. crude f a c i l i t i e s .Pro: Removes a l l  o f  th e  c o n tr o v e rs y  over th e  in cr e a se d
3



« ' :p p S S : Rf in a n c ia l  r e s p o n s ib i l i t y  re q u ire m e n ts  f o r  non-crude f a c i l i t i e s .        ..Cons Leaves the s t a t e  in  a p o s i t io n  to  have to  pay clean u pc o s ts  in  th e  event o f  a s p i l l  by a p a r ty  t h a t  can n ot a f fo r dcleanup and damage c o s t s .  A ls o  may be con stru ed  t h a t  th ea d m in is tra tio n  i s  b a ck in g  down from  i t s  o r ig in a l  p ro p o sa l tot ig h t e n  safeg u ard s.C . M odify the f in a n c i a l  r e s p o n s i b i l i t y  requirem ents to  in c lu d e  a t ie r e d  approach f o r  n on -cru d e f a c i l i t i e s .  We have a tta ch e d  a proposal t h a t  does t h i s .P ro: T r ie s  to  d eal f a i r l y  w ith  th e  is s u e  and makes th ep ro p o sal le s s  onerous th an  th e  e x i s t i n g  l e g i s l a t i o n .  R e in fo rc e s  the co n cep t t h a t  t h e  a d m in is tr a tio n  wants to  co n tin u e  moving a lo n g  a p a th  t h a t  w i l l  h e lp  us have en viron m en tally  r e s p o n s ib le  d evelo p m en t.Con: W ill not co m p le te ly  s a t i s f y  a l l  p a r t i e s ,  s in c e  th e rew i l l  be in creased  f i n a n c i a l  r e s p o n s i b i l i t y  requirem ents fo r  some op erators (w hile o th e rs  w i l l  be low ered from e x is t in g  req u irem en ts).RecommendationsWe recommend a m o d ific a t io n  t o  b o th  th e  f in a n c ia l  r e s p o n s ib i l i t y  req uirem en ts f o r  n o n -cru d e f a c i l i t i e s  and the co n tin gen cy  plan req u irem en ts ( o p tio n s  3 and C ) . I t  i s  e s s e n t ia l  th a t the s t a t e  have some a ssu ra n ce  o f  f in a n c ia l  r e s p o n s ib i l i t y  and we b e lie v e  t h a t  th e  t ie r e d  approach we have developed i s  f a i r  and a t t a i n a b l e .  A re c e n t p r e se n ta tio n  by r e p r e s e n ta t iv e s  o f  th e  in su ra n ce  in d u s try  showed th a t  in d u stry  sta n d a rd s f o r  ta n k e r s  would be in  l in e  a t  th e  $900 m illio n  le v e l  and t h a t  p o l i c i e s  a re  a v a i la b le  fo r  te rm in a ls  a t th e  $10 m il l io n  l e v e l .  (See th e  a tta ch e d  memo by J e f f  Bush.)The recommended approach to  th e  c o n tin g e n c y  p la n  is s u e  a llo w s us to  begin  g a th e r in g  th e  d a ta  n e ce ssa ry  to  develop th e  most ap p ro p riate  sta n d a rd s  t o  a d d re ss  s p i l l s  a t  s m a lle r  f a c i l i t i e s .  This approach s t a r t s  o f f  by e d u c a tin g  p eople about s p i l l  issu e s  and c o n tin g e n c y  p la n s  and p ro v id e s  them w ith te c h n ic a l a s s is t a n c e  and recom m endations. T h is  would provid e a n on regu lato ry  approach f o r  th e  sm a ll b u sin e ss  person .c c :  Garrey Peska, C h ie f  o f  S t a f fBob Evans, Deputy C h ie f  o f  S t a f f  Denby Lloyd, S p e c ia l  S t a f f  A s s is t a n t



v . . ' .  TYPE OF FACILITY CURRENT FINANCIAL RESPONSIBILITY REQUIREMENTS SB 504 HB 567 PROPOSEu 3/15 REVISION
Crude Oil Terminals>10,000 bbl. $1 million up to $50 million @ $10/bbl. capacity 5 - 10,000 bbl. Nona $50 million $50 million $50 million $50 million
Non-Cruda Terminal* 10 to 20,000 bbl. -  $5 million>10,000 bbl. $1 million up to $50 million @ $10/bbt. capacity $50 million > 20,000 bbl. ■ $10 million5 to 10,000 bbl. Nona $1 million None
Offshore esplorabon andproduction faclllUao $35 million $50 million $50 million
Cruda Oil Tank Veatals andBarges TAPS * $14 million, Non-TAPS = $20 million.TAPS covered (or an additional $66 million per veasal. $500 million 1 $500 million
Non-CrudeOil Tank Venela andBargee Tank Vetaela * $20 million, Barges ■ $1 million $20 million <5,000 bbl.« None5,000 to 10,000 bbl.= $.5 million10.000 to 50,000 bbl.=$1 million50.000 to 100,000 bbl.= $10 million100.000 + bbl.= $20 million



Not*: th* following notes are not based on a comprehensfv* review of vessels and facllillas; rather, they are examples of how the proposed revision* might affect some operators
Currently there are 6 Tanker Vessels chartered by Petro-Dlamond and Petro-Marlne that are under 50,000 bbl. capacity and are required to have $20 million coverage. Under proposed revisions of 3/15 their Financial Responsibility requirement would drop to $1 million.From Information provided In contingency plans, all of Yutana Barge Unes barges are under 10,000 bbl., therefore tholr Financial Responsibility requirement would be cut In half to $500 thousand. . *Crowley has 10 barges listed at over 100,000 bbl., but they are covered by surety bond and not a regular Insurance policy.'• . ■ ■ ■ - % '■ : • ' ■ :United Marine Tug and Barge, Inc. has at least 2 barges over 50.000 bbl., so their coverage would Increase from $1 million to $10 million.

V , j



ate of A■, ■March 16,i t H f lEvansDeputy C h ie f o f  S t a f fdrwram rv
T H  RU

FROM: Amy D. X y l e ^ ^ f  Deputy Commissioner Department o f E n viron m en tal Conservation

T E L E P H O N E  NO.: 

SUBJECT:

465-2600O i l  S p i l l  L e g is la t io n

We have fu r th e r  a n a ly z e d  two is s u e s  r e la te d  to  th e  o i l  s p i l l  l e g i s la t i o n  th a t  we d is c u s s e d  b r i e f l y  a t  our s e s s io n  w ith  th e  Governor l a s t  w eek. (We have a ls o  prepared a more d e ta ile d  b r ie f in g  memo on is s u e s  r e la te d  to  f in a n c ia l  r e s p o n s ib il it y  and c o n tin g e n c y  p la n s  fo r  th e  governor)A separate memo on th e  is s u e  o f  onshore f a c i l i t i e s  i s  b e in g  prepared fo r  Denby L lo y d .The two issu e s  ad d ressed  h e r e in  a re  th e  "72 hour" requirem ents fo r  c o n tin g e n c y  p la n s  and an is s u e  r e la t e d  to  d o lla r s  per g a llo n  p e n a l t i e s  t h a t  has a r is e n  durin g h e a r in g s  on th ese b i l l s .1 . 72 hours -  As you w i l l  r e c a l l ,  th e  o r ig in a l  p ro p o sa l fo r  o i l  s p i l l  c o n tin g e n c y  p la n  l e g i s l a t i o n  in clu d ed  a requirem ent th a t  th e  p la n s  a d d re ss a "w orst case" s p i l l  in  72 hours. The p r o v is io n  f o r  "w orst case" was changed t o  "maximum r e a l i s t i c  d is c h a r g e ."  The p r o v is io n  fo r  a timeframe fo r  p la n n in g  was dropped.During the d is c u s s io n  l a s t  w eek, i t  appeared th a t  th e  reason  fo r  dropping th e  72 hour p r o v is io n  was a concern t h a t  th e  lan guage, as w r it t e n , d id  n o t appear t o  be a d e sig n  sta n d a rd  b u t ra th e r a perform ance s ta n d a r d . There was a con cern  about whether a s p i l l  c o u ld  be alw ays be clean ed  up in  72 hours.To address t h i s ,  we h a v e , w ith  th e  a s s is ta n c e  o f  th e  Department o f Law, d r a ft e d  la n g u a g e  th a t  would r e c t i f y  t h i s  is s u e  and make i t  c l e a r  t h a t  th e  72 hour requirem ent i s  a d esign  standard fo r  c o n tin g e n c y  p la n s . T h is  language i s  attached  as item  1 . We a r e  s e e k in g  your concurrence t o  go forward with t h is  la n g u a g e .2 . D o lla rs  per g a l lo n  p e n a lt i e s  -  During the h e a rin g s  on th e  o i l  s p i l l  l e g i s l a t i o n  p a ck a g e , concerns abcut th e  " d o lla r s  per g a llo n "  p e n a lt ie s  f o r  non-crude o i l  s p i l l s  have been r a is e d . To respond t o  th e s e  co n ce rn s, we would propose
•  O .  • A  O A \



m ijsgm
icu rre n ce  t o  go forward w ith t h i s

\ _ ; ; ' ' . ••.••• '-.fry v-o-; ■ ‘ ■ •...:ee i s  p la n n in g  t o  mark up t h is
2 . We are seeking your co n cu rre n ce  la n g u a g e . ̂ vThe House Resources Committee i s  p la n n in g  l e g i s l a t i o n  t h is  weekend and move, i t  n e x t Tuesday. For our th o u g h ts  to  be o f  h elp  to  them , we need to  d ecid e  how to  proceed  to d ay . We a p p r e c ia te  y o u r a s s is t a n c e .
c c :  Denby L lo yd , S p e c ia l S t a f f  A s s is t a n tJ e f f  Bush, Department o f  Law Rod Swope, Department o f  N a tu r a l R esources



■■ . r  1 ‘ '* v . ' V;Proposed Amendments to  HB 567 Regarding th e  "72 Hour" P r o v is io n s
1. R e v ise  proposed AS 4 6 .0 4 .0 3 0 (f)  (pg. 2 , I n .  17— 23) to  read as fo llo w s :An a p p lic a n t fo r  an o i l  d isc h a rg e  c o n tin g e n c y  p la n  req u ired  bv t h is  s e c tio n  s h a l l  m aintain  in  i t s  a re a  o f  o p e ra tio n , s in g ly  or in co n ju n ctio n  w ith o th e r  o p e r a to r s  in  i t s  area o f o p e ra tio n , s u f f i c i e n t  o i l  d isc h a rg e  co n ta in m e n t, s to r a g e , t r a n s fe r , and removal eguipm ent. manpower, and reso u rce s to  im m ediately c o n ta in  a r e a l i s t i c  maximum o i l  d is c h a r g e  and to  remove th a t d isc h a r g e  w ith in  72 hours a f t e r  th e  d is c h a r g e . The reguirem ents o f  t h i s  su b se ctio n  a p p ly  f o r  p la n n in g  and eouinping purposes o n ly .2 . R e v ise  proposed AS 46.04.030(h) (pg. 2 , I n .  26— p g . 3 , I n . 14) to  read as fo llo w s :The department may a tta c h  rea so n ab le  term s and c o n d itio n s  to  i t s  approval or m o d ific a tio n  o f  an o i l  d is c h a r g e  co n tin gen cy  p lan  which the departm ent [IT ] determ ines a re  n e cessary  to  in su re  th a t th e a p p lic a n t  fo r  an o i l  d is c h a r g e  co n tin gen cy  p lan  has access to  s u f f i c i e n t  re so u rce s t o  p r o te c t  environm entally s e n s it iv e  a r e a s , [AND] t o  im m ediately co n ta in  a r e a l i s t i c  maximum o i l  d is c h a r g e , and to  [ ,  ] cleanup [ ,  ] and m it ig a t e  th e o i l  d is c h a r g e  from th e  f a c i l i t y  or v e s s e l w ith in  72 hours a f t e r  th e  d is c h a r g e  [THE SHORTEST FEASIBLE TIME]. The o i l  d isch a rg e  c o n tin g e n cy  p la n  must p rovide fo r  the u se o f  th e b e s t a v a i la b le  te c h n o lo g y  by th e  a p p lic a n t . The departm ent may re q u ire  an a p p lic a n t  or h o ld er o f an approved co n tin gen cy  p la n  t o  ta k e  ste p s  necessary to  dem onstrate i t s  a b i l i t y  to  c a r r y  ou t th e  contingency p la n , in c lu d in g(1 ) p e r io d ic  tr a in in g ?(2 ) response team e x e r c is e s ;  and(3) v e r i fy in g  a c c e s s  to  in v e n to r ie s  o f  a v a i la b le  equipment, s u p p lie s , and p e r s o n n e l.3 . R ev ise  proposed AS 4 6 .0 4 .0 3 0 (j ) (pg. 3 , I n . 29— p g . 4 , I n .13) to  read as fo llo w s :F a ilu r e  o f a h o ld e r o f  an approved or m o d ifie d  o i l  d isch a rg e  contingency plan to  p ro p e rly  implement th e  o la n . o r to  have a cce ss  to  the q u a li t y  o r q u a n tity  o f  re s o u r ce s  i d e n t i f ie d  in  th e plan or [AND, IN THE EVENT OF A SPILL] to  respond w ith  th ose resources w ith in  the s h o r te s t  p o s s ib le  [FEASIBLE] tim e in  the event o f a s p i l l , i s  a v io la t io n  o f  t h i s  ch a p te r fo r

1



Proposed Amendments to  HB 565 Regarding D o lla r s  Per G a llo n  P e n a lt ie s'

(B) $8.00 per g a l l o n  o f  o i l  th a t  e n te r s  an e s t u a r in e , i n t e r t i d a l ,  o r  c o n fin e d  s a ltw a te r  environm ent?(C) $6.00 per g a l lo n  o f  o i l  th a t  e n te r s  an u n co n fin e d  s a ltw a te r  environm ent or onto th e  la n d  or subsu rface lan d o f  th e  s t a t e .2 . R evise proposed AS 4 6 .0 4 .7 5 8 (f)  t o  read as fo llo w s : (pg. 4 , I n .  27— p g . 5 , I n .  6 )
For purposes o f a s s e s s in g  a p e n a lty  under (b) o f  t h i s  s e c t io n , in  d eterm in in g  how many g a llo n s  o f  o i l  have been d ischarged onto a s u r fa c e  fre sh w a te r or s a lt w a te r  environment or onto th e  s u r fa c e  lan d o f  th e  s t a t e ,  th e  c o u r t  s h a l l  deduct the number o f  d isch a rg e d  g a llo n s  o f  o i l  t h a t  th e  defendant proves w ere removed by th e d e fe n d a n t from  th e  environment w ith in  th e  f i r s t  36 hours a f t e r  th e  d is c h a r g e  as a r e s u lt  o f a cleanup o p e r a tio n  undertaken in  c o n fo rm ity  w ith a p p lic a b le  s t a t e  and fe d e r a l law . The d is p e r s a l  o f  o i l  through bu rning, th e  u se  o f  ch em ical a g e n ts , b i o l o g i c a l  a d d it iv e s , s in k in g  a g e n t s , o r o th e r means i s  n o t c o n s id e re d  removal fo r  purposes o f  t h i s  s u b s e c tio n . T h is  s u b s e c tio n  does not apply to  o i l  d is c h a r g e d  in to  su b s u rfa c e  w ater o r lan d  o f  the s t a t e .

R evise  proposed AS 4 6 .0 4 .7 5 8 (b ) (1) (pg. 2 , I n .  24— p g . 3, 
3 ) to  read as fo llo w s :S u b je c t to  (2) o f  t h i s  s u b s e c t io n , th e  p e n a lt ie s  f o r  th e  fo llo w in g  c a te g o r ie s  o f  r e c e iv in g  environm ents may n ot exceed(A) $12.50 per g a l l o n  o f  o i l  th a t  e n te r s  any s u r fa c eor su b su rface fr e s h w a te r  environm ent;
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NAHE SIZE COUNTRY SPILL CARGO

i",'s r . y’.V’v ■’ v-*.1; /  ‘ 'v *

CAUSE
1 1/79 Bete lgcuse 121 ,0 00  tons French 40 ,0 0 0  tons Crude 1 . .  . • N - i ; ,  *Exploded a t dock
2 4 /7 9 Cino 49 ,0 0 0  tons L ib e r ia 3 2 ,0 0 0  tons Carbcn B lk . C o l l i s io n
3 7 /7 9 A t la n t ic  Empress 29 3 ,0 00  tons Creek 27 5 ,0 0  tons C'-ude C o ll i s io n
4 9 /7 9 Chevron Hawaii 7 1 ,0 0 0  tons U .S .A . 3 ,0 0 0  tons Crude Exploded a t dock
5 2 /8 0 Iren e s Serenade 150 ,0 00  tons C y rio t 4 0 ,0 0 0  tons Crude Exploded a t anchor
6 3 /8 0 Tanio 29 ,0 0 0  tons Malagasy 13 ,000  tons Fuel O il Broke up
7 1/83 Assimi 5 9 ,0 0 0  tons Greek 55 ,0 0 0  tons Crude F ir e , e xp lo s ion
a 8 /8 3 C a s t i l lo  Oe B e l lv e r 2 6 7 ,0 0 0  tons Spanish 26 0 ,0 00  tons Crude \ F ire , b roke up
9 11/83 Proc B a s ila n 16 ,000  tons Phi 11 ip ines 13 ,000  tons G aso line ’ F ire , sunk

10 10/84 Pue rto  Rican 3 5 ,0 0 0  tons U.S.A 5 ,0 0 0  tons Fuel O i l F ire  & exp lo s ion  a t p o r t
11 3/B5 Lyudrik Svobode 16 ,000  tons Russia 1 ,000  tons Crude Exp los ion  w h ile  load ing
12 5/85 Petragen 1 3 0 ,0 0 0  tons Panama 5 ,0 0 0  tons Refined  o i l E xp los ion  and sunk in  p o rt
13 4 /8 8 Athenim Venture 31 ,0 0 0  t o t C yp rio t 3 0 ,0 0 0  tons Crude Exp los ion
14 11/88 Odyssey 140 ,0 00  tons L ib e r ia 131 ,000  tons Crude Sunk
15 3 /89 Haasgusar 3 9 ,0 0 0  tons L ib e r ia 3 0 ,0 0 0  tons Chemicals E xp los ion  and f i r e

93 3 .0 00  tons
90 .0 0 0  tons*

1 .0 2 3 .0 0 0  
X 7 .4

=V,5 7 0 ,2 0 0  b a r r e ls  

x310

= 317 ,130 ,00 0  g a llo n s

* V esse ls  can rea sonab ly  be expected to  be c a rry in g  2 ,0 0 0 -1 0 ,0 0 0  tons o f  f u e l ,  (mean 6 ,0 0 0 ) .  

Source = Phone conve rsa tion  w ith H r. A rthu r H cK in z le , Tanker A dv iso ry  C en te r, In c . NY, NY 3 -6 -9 0 .



» E P T .  OF  ENV IRONM ENTAL  CONSERVATION

OFFICE OF THE COMMISSIONER
P.O. BOX 0, JUNEAU. ALASKA 99811-1800 2600

March 27, 1990

The Honorable Drue Pearce, Chair 
Special Committee on Oil & Gas 
Alaska State Senate 
P.O. Box V 
Juneau, AK 99811

Dear Senator Pearce:

You have requested information concerning the new authority that 
would be granted the department under Senate Bill 504 regarding 
structural integrity inspections of tank vessels. Specifically, 
ycu have asked us to detail what a structural integrity test 
would entail. I have outlined below the man n e r  in which we would 
handle this, should this legislation pass.

1) The first phase would entail a record check by a qualified 
marine architect with the United States Coast Guard to determine 
the history of the vessel. The Coast Guard is authorized to 
begin its vessel oversight program while the vessel is still on 
the drawing board. A  review of existing inspection records and 
maintenance history would provide some basic structural integrity 
information, such as type of steel used in construction, use of 
certified welding procedures, and other similar details.

2) If the record check indicated that an inspection is warranted, 
we would request that the Coast Guard conduct an inspection. The 
Coast Guard currently does two types of inspection - an annual 
inspection that simply looks at the history of the vessel and a 
biennial inspection that includes actually entering the tanks.
In addition, they have the authority to require that the vessel 
be drydocked two times in a five year period, with no more than 
30 months between drydocking. From the initial review, we would 
target the type of inspection desired and then review the methods 
and results of the inspection.

3) Should the results from this inspection provide cause for 
concern, we would contract for an inspection with a qualified 
marine architectural firm. We would likely be interested in



4) D e c is io n s  t o  en su re  s a fe  o p e r a t io n s  o f  in s p e c te d  ta n k e r s  w i l l  be b ased  on t h e  t e c h n i c a l  review s d e s c r ib e d  a b o v e . We w i l l  c o n fe r , a s  n e c e s s a r y , w ith  our m arine a r c h i t e c t u r a l  c o n s u lt a n t s  and th e  C o a s t Guard i n  r e a c h in g  th e s e  d e te r m in a tio n s . By c o o r d in a t in g  o u r e f f o r t s  w ith  th o s e  o f  th e  C o a s t Guard we can  a v o id  d u p l ic a t io n  and en su re e f f i c i e n t  s a f e t y  e v a lu a t io n s .I  hope t h a t  t h i s  has p ro v id e d  you w ith  th e  in fo r m a tio n  t h a t  you n e e d . P le a s e  do n o t h e s i t a t e  t o  c o n ta c t  u s i f  you need more in fo r m a tio n .



M EM O RANDUM
ADEC staff DATE:

F'LENO: 

TELEPHONE NO:

'September 19, 1989
• •

THRU:

FROM: Glenn Adams O il  P o llu tio n  Control

SUBJECT: 465-2630V essels  w/Approved Proof o f F in a n cia l R e s p o n s ib ility
The fo llo w in g  tank v e sse ls  have approved proof o f  f in a n c ia l  r e s p o n s ib il it y  through June 30, 1990 except as noted:

V e sse l Owner/Operator ntiyi* e-e*. V essel Name Comments F in a n cia lR e sp o n sib ilityAmerada Hess Corp. 1185 Ave. o f the Americas New York, NY 10036
S t .  Lucia Mt. C a b rite  S eal Is la n d Taps only Taps only Taps only Guaranty Amerada Hess

Arco Marine In c . 300 Ocoangate Long Beach, CA 90802-5617
Arco A laska Arco Anchorage Arco Juneau Arco Prudhoe Bay Arco C a lifo r n ia  Arco Fairbanks Arco Independence Arco Sag R iver Arco S p ir i t  Arco Texas

S e lf- in s u r e dArco

Bay Tankers 270 Sylvan Ave.S u ite  100Englewood C l i f f s ,  NJ 07632
Bay Ridge Taps only

VI
Guaranty B .P . America

Am erica Trading T ran sp o rtatio n  Co. 555 F i f t h  Avenue New York, NY 10017
American Trader Guaranty B .P . America

ra -oo l im ,. j/w i



:;\r.: ,-■ • ■• '■' - ■ -v■-■- ••■ ■ - v - - ;ADEC STAFF
. .  ' 'V e sse l Name F in a n cia lR e s p o n s ib ilityV e sse l Owner/Operator Comments

Chevron Shipping Co. 225 Bush S t . ,  Rm 1015 San F ra n cisco , CA 94104
Chev. C a lifo r n ia  Chev. M is s is s ip p i Chev. Oregon Chev. Washington Chev. Colorado Chev. Lou isian a Chev. Arizona

S e lf-in s u ra n c e  Chevron Corp.
Exxon B en icia  it » New O rleans it » North Slope » » P h ila d e lp h ia  " " San F ran cisco  " « Baton Rouge » " B altim ore it it Baytown » tt Galveston » 11 Jamestown » » Lexington " " Long Beach 
11 » P rinceton » « Washington » " Valdez " » Yorktown

Exxon Shipping Co P .O . Box 1512 Houston, TX 77251-1512
GuarantyExxon Corporation

Brooks Range Thompson Pass Guaranty B .P . AmericaIn tero cean  Management Corporation Three Parkway S u ite  1300 P h ila d e lp h ia , PA 19102Keystone Shipping Co 313 Chestnut S tr e e t  P h ila d e lp h ia , Pa. 19106
Antigun Pass KenaiKeystone Canyon Tonsina

Guaranty B .P , America
Chestnut H i l l  Golden Gate K itta n n in g Chas Kurtz Co. Inc

M arithon O il  Co. N atu ral Gas D iv is io n  P .O . Box 3128 77253 Houston Texas
P o lar A laska A r c t ic  Tokyo Guaranty Marithon o i l



m m m
m m m m

F in a n cia lR e sp o n sib ilityCommentsV essel NameV e sse l Owner/Operator
M aritim e Overseas C orp o ration  43 West 42nd S tr e e t  New Y ork , N .Y . 10036

Guaranty Amerada Hess
Guaranty

S e lf-in s u ra n c e  Sun C o ., in c .Sun T ran sp o rt, In c . P .O . Box 2224 A ston , PA 19014-2224 Texas Sun New York Sun P h ila d e lp h ia  Sun Tropic sun Prince W illiam  SoundTexaco Marine S e r . ,  In c .2000 W estchester Ave White P la in s , NY 10650
Texaco C a lifo r n ia

Mobil O i l  Corp.150 E a st 42nd S tr e e t  New York, N .Y . 10017-5666OMI Corp.280 Park Avenue New Y ork , NY 10017-1282S h e ll  O i l  Company P .O . Box 2463 Houston, TX 77252

Eastern Lion Northern Lion Southern Lion Western LionOverseas New York Overseas Washington Overseas Boston Overseas OhioOverseas Juneau
Mobil A r c tic  Mobil M eridian Syosset
OMI Columbia
B .T . San Diego B .T . A laska

II II C o n n e cticu ttII II F lo r id aII II G eorgiaII II M assachusettII II MinnesotaII II M is s is s ip p i
.11 II MontanaII It New YorkII II Rhode Is la n dII II Brooklyn

Taps only Taps only Taps only Taps onlyTaps onlyTaps only Taps only Taps onlyTaps only

Taps only

Guaranty/Overseas Ship holding GroupS e lf-in su ra n c e  Mobil O il  Corp.
Guaranty B .P . America
Guaranty S h e ll  O il



.

'
ADEC

F in a n cia lR e s p o n s ib ilityV essel NameV essel Owner/Operator
Guaranty B .P . AmericaT rin id ad  Corporation P .O . Box 11787 S t .  L o u is , MO 63105-3721West Coast Shipping Company P .O . Box 4258 Los A n g eles, CA 90051-2258FIyum's Barge S e r . ,  In c .P .O . Box 2838 Homer, AK 99603Western Hemisphere P .O . Box 2401 Santa M onica, CA 90406-2401White Pass Transpor­t a t io n , L td .P .O . BOX 4070 W hitehorse, Yukon YIA 3TIMarine Transport L in e s , I n c .150 Meadowland Pky. Secaucus, NJ 07096-1550BP America 200 P u b lic  Square C le v e la n d , Ohio 44114-2375

Adm iralty Bay AspenG la c ie r  Bay
Coast Range Sansinena I I  S ie r r a  Madre
Bradley R iver
Lion o f C a l i f .
Frank H. Brown
Various v e s s e ls
Various v e s s e ls

Comments

S e l f -p ro p elledbarge

Cargo/Tanker

Guaranty Union O il
Insurance
S e lf-in s u ra n c e  Tosco Corporation
Insurance
M ilita r y  S e a l i f t  Command -  U .S .N .S .
Guaranty



ADEC
Companies p ro vid in g  guarantees or insurance coverage fo r  spot charters

F in a n c ia lR e s p o n s ib ilityCOMPANY
Tesoro Alaska Petroleum Company 8700 Tesoro Drive San A nton io , TX 78217 Guaranty
Petro-Diamond, I n c . P .O . Box 92713-9617 I r v in e , CA 92713-9617 Surety bond
P a c i f ic  R esources, In c P .O . BOX 3379 H onolulu, HI 96842 Insurance
Petro-M arine S e rv ic e s  1600 A S tr e e t , S u ite  307 Anchorage, AK 99501Mapco-Alaska Petroleum  In c . 1800 South B altim ore Avenue T u ls a , OK 74101-0645 Guaranty
P a c i f ic  Fuel Trading Corporation (Japan A ir  Lines) c/o Alexander & Alexander o f Washington 2800 Columbia Center 701 F i f t h  Avenue S e a t t le ,  WA 98104-7074

Insurance
A stra  O il  Company, In c . 100 O ceangate, S u ite  940 Long Beach, CA 90802Chinese Petroleum  Corporationc/o U n ica l In te r n a t io n a l Supply & Trading Co1201 West F if t h  S tr e e tLos A n g e le s, CA 90017

Insurance
W ickland O i l  Company 2 Embarcadero C e n te r , S u ite  610 San F ra n c is c o , CA 94111Cove Sh ip p in g  Incorp orated 200 V ir g in ia  s t r e e t  M o b il, AL 26603■tf.J. tP cfj t f / j  '



N B lliC . ■ ,  A I .State o f A la s k a .M EM O RAN D U M
S i l l i i i & p-r., .v November 1, 1989

THRU:

FILE NO:, . /• . 1%TELEPHONE NO:
SUBJECT

(907)465-2630Barges w ith Approved Proof o f F in a n cia l R e s p o n s ib ility
FROM Glenn Adams O il  P o llu tio n " ControlThe fo llo w in g  barges have approved proof o f f in a n c ia l  resp o n sib i­l i t y  through June 30, 1990:

OWNER/OPERATOR
Jrowl'ey Maritime Corporation 
1 0 1  C a li fo r n ia  S t .  San F ra n cisco , oa 94111-5875

BARGE NAME OR NUMBER

/£>.

Satco io  Satco 21 S .T . 23 Kodiak #1 Orca #2 14450-10'16*254- B&R 5 B&R 80-2 
1 2 0 - 1  160-1 BC 151 BC 154 
2 1 1  213 251 312-3 CINNABAR Cordova McKinley Palmer Juneau 

/ 1 0 2  450-3 450-6

/ .«v*

PROOF FOR FINANCIAL RESPONSIBILITY

•»
t *  . ■ *•

Satco 20 S .T . 22 Napamute EEK O il  #1 17500-2"18-DB 3 00"B&R 80-1 B&R 80-3 
120-2 160-4 BC 152 
210 
212 218 255A * t ic  C hallen ger PAC 570 ' N ik is k i Ketchikan Kodiak 
1 0 1  450-2 ,450-4 J 450-7

Surety Bond

M-ooi tp*. m



SEN M '■V
BARGE NAME OR NUMBER PROOF FOR FINANCIAL RESPONSIBILITY>up ~3 < 450-8/y£r*s /450-11 /250-10

CC-:/ r 'fi.'r 450-9UT-10
Foss M aritim e Co. * . ^ V ^ v/f o s s  256660 West Ewing S t r e e t 9  tit Vi\*» Foss 248-Pl r.«..S e a t t le , WA 98119-1587*•:'-••• Tesoro ?■*•>E n ergizer '• •*' 

-A*: >■>'.* Foss 255
Foss Tongass 

• 4 Foss 248-P2 "* ' SEA 76 •; -Phoenix 121
Insurance

Boyer Towing In c . 7318 4th Ave, So. S e a t t le , WA 98108 Callapooya Kootznahoo Insurance
D elta Western P .O . Box 102916 Anchorage, AK 99501-2916United Marine Tug & Barge, In c .1441 N orthlake Way.e a t t ie ,  WA 98103

D.W. 282KRS 180-1 UMTB 180-2 MLC 260 MLC 165
S e lf-in s u re dMLC 332 MLC 333 /MLC 340-1 _MLC 344
Insurancess-.

Seaspan In te r n a t io n a l, Lim ited10 Pemberton Avenue North Vancouver, B .C . V7P 2R1Yutana Barge Lines, P .O . Box 220 Nenana, AK 99760 Inc.

T rid en t Seafoods Corp. 5303 S h ils h o le  A v e ., N.W. S e a t t le , WA 98107Knappton Corporation P .O . Box 83018 P o rtla n d , OR 97203

Seaspan 822 Seaspan 824 Seaspan 870
Riverways7RiverwaysSRiverways9RiverwayslOR iverw aysllRiverwaysl2Frank Turner #1StewartLuckyN C -S-l
Palmer

Insurance
Oil Barge ] 
oil Barge ; 
Oil Barge ' O il Barge < 
oil Barge I 
Oil Barge t P o la r is  #6 Barge 17
S itk a

Insurance

Insurance
Insurance



OWNER/OPERATOR
Exxon Corporation P .O . BOX 3342 Houston, TX 77253Samson Tug & Barge C o ., In c . P .O . Box 559 S it k a , AK 99835Texaco Marine S e rv ic e s , In c . 
2 00 0  W estchester Ave.White P la in s , NJ 10650

BARGE NAME OR NUMBER
Exxon Barge #502
ANNAHOOTZ
V alian t/P en n sylvan iaV ictory/T exas(tug/barges)

PROOF FOR FINANCIAL RESPONSIBILITYS e lf- in s u r e
Insurance
S e lf- in s u r e

Smith L igh terage C o ., In c . P .O . Box 106 D illin gh am , AK 99576Moody's Sea L ig h te ra g e , In c . \ le k n a g ik , AK 99555K u gkaktlike Lim ited General D eliv ery  Kipnuk, AK 99614A laska Marine C h a rters , In c . 106 110th P la ce  S .E . ,  S u ite  B B e llu v u e , WA 98004Northland S e r v ic e s , In c , 601 South M yrtle  s tr e e t  S e a t t le , WA 98124Bering Sea F is h e r ie s , In c . 4413 83rd Avenue, S .E . E v e r e tt , WA 98205B rice  in c .P .O . Box 6 68  F airb an k s, AK 99707Bering Marine Corporation P .O . BOX 3757 S e a t t le , WA 98124

skip I

S e a li t e  I 
c h a lin
In v e s tig a to r  f s

Ray 'Sons
ST 20
Kangitsuk

Insurance
Insurance
Insurance
Insurance

ZPC 401
King Salmon
OBS-4000
KC-4

Kvichak Trader Insurance
Insurance

KC-251

Insurance
In su ra n ce



. date November 20FILE NO:
TELEPHONENO: ( 907 )465 -2630subject: o i l  Terminal withapproved Proof o f F in a n cia l Responsi b i l i t yFROM: Glenn Adams 4O il  P o llu tio n  Control

The fo llo w in g  O il  Term inals have approved proof o f f in a n c ia l r e s p o n s ib i l i t y  through June 30, 1990,
Fuel Storage LocationOwner/Operator Proof fo rF in a n cia l R e sp o n sib ilityA laska Pulp Corp r' 0 . Box 1050 -tk a , AK 99835A lyeska P ip e lin e  S e rv ic e  Company 1835 s .  Bragaw S t .  Anchorage, AK 99512Anchorage F u e lin g  and S e rv ic e  Company 810 "N" S tr e e t  Anchorage, AK 99501-3293Crowley M aritim e Corp. P .O . Box 2287 S e a t t le , WA 98111

Valdez Marine Terminal (TAPS) S e lf-in su ra n c e  and Guaranty
P ort o f Anchorage and Anchorage In te r n a tio n a l A irp o rt Insurance
C a p ta in 's  Bay Terminal Nome Tank Farm Kotzebue Tank Farm Surety bond

Chevron U .S .A . In c .225 Bush S t . ,  Rm. 1015 San F ra n c is c o , CA 94104 Anchorage Terminal Valdez Terminal Guaranty
Kenai P ip e lin e  Company 555 Market S tr e e t  San F ra n c is c o , CA 94120 -7141 Kenai P ip e lin e  Terminal S e lf-in su ra n c e

(12-001 (A.. NU|



f f f f f  ; rFuel Sto rage Location P roof, f o r .F in a n c ia l R e s p o n s ib ility
if.■~'l y •j.’"'- r. 17,V'. •••: S'. .,• ••,'..*;'/«'■ ' ..•’uv *•'S e lf-in s u ra n c e

>wner/Qperator
D illingham  Bulk P la n t Juneau Bulk P la n t Dutch Harbor Bulk P la n t Wood R iv er Tank Farm Naknek Bulk P la n t Yakutat Bulk P la n t C a p ta in 's  Bay (offshore)

D elta  Western P .O . Box 102916 Anchorage, AK 99501 -2916
Ketchikan Pulp Company ward Cove P .O . Box 6600 K etch ikan , AK 99901 S e l f - i n s u r a n c e

Mobil O i l  Corporation 150 E ast 42nd S tr e e t  New York, NY 10017-5666 Ketchikan Terminal S e lf-in s u ra n c e
Marathon o i l  Company P .O . Box 102380 Anchorage, AK 99510 Trading Bay Production F a c i l i t y  G ra n it P oin t Production F a c i l i t yFort Yukon O il  Terminal (Yukon Fuel In c .)  Galena o i l  Terminal (Nenana Fuel Co.)S t .  M ichael Fuel Co.
Yutana Barge L in e s , Inc P .O . Box 220 '*’ 'nana, AK 99760 Insurance
P h il l ip s  Petroleum Co P .O . Box 6 6  K en ai, AK 99611 Kenai LNG P lan t

Cold Bay A irp o rt Term inal S e lf- in s u r a n c e  (Frosty Fuel Company)Reeve A le u tia n  Airw ays, In c .4700 w. In te r n a tio n a l A irp o r t Road Anchorage, AK 99502-1091S h e ll  o i l  Company 601 W. F i f t h  A v e ., S u ite  810 Anchorage, AK 99501
Onshore Gathering System S e lf- in s u r a n c e  f a c i l i t i e s(Middle Ground Shoal F ie ld )Cook I n le tKenai Terminal Anchorage Terminal Valdez Terminal Fairbanks Terminal

Tesoro A laska Petroleum Company 3380 "C" S tr e e t  Anchorage, AKTexaco U .S .A .P .O . Box 7812iv e r s a l C it y , CA 91608-7812
Anchorage S a le s  Terminal S e lf- in s u r a n c e



m  ■ ■ '
: v r .■' -Fuel Storage Locationowner/operator Proof forF in a n c ia l R e sp o n sib ility  S e lf- in s u r a n c e  —UNOCAL R e fin in g  & M arketing P .O . Box 76 S e a t t le , WA 98121

Juneau Bulk P la n t (Taku O il  Sales)Ketchikan Terminal S itk a  Bulk P lan t (S itk a  Sound Seafoods, Inc S e lf-in s u ra n c eWhite Pass & Yukon C orpo ration , L td .P .O . Box 4070 W hitehorse, Yukon YIA 3TI

Harbor E n te r p ris e s , P .O . Box 389 Seward, AK 99669 Inc.

Nushagak E le c t r ic  coop­e r a t iv e , inc.,P .O . Box 350 D illin g h a m , AK 99576

Eskimos In c .P .O . Box 129 Barrow, AK 99723Saupe' E n te r p ris e s , In c . P .O . P,ox S10 F airb an ks, AK 99707/v pco Alaska Petroleum , Incorporated Pouch 720F airb an ks, AK 99707Naknek E le c t r ic  A s s n ., Incorporated P .O . Box 118 Naknek, AK 99633M u n ic ip a lity  o f Anchorage P .O . Box 6650 Anchorage, AK 99519-6650

Skagway( P a c if ic  & A r c tic  Railway & N avigation  Company) H ain es, Skagway, S itk a , K etch ikan , Petersburg, W rangell (Haines Terminal & Highway Company)C ra ig  (Southeast Alaska o i l  Companies, In c .)Block B Tank Farm B ro w erville  Tank Farm Wainwright Storage F a c i l i t yFairbanks Bulk P lan t Fairbanks Bulk Lube O il  P la n tNorth Pole R efin ery  Fairbanks Bulk F a c i l i t i e s  Anchorage Bulk F a c i l i t i e s  Bui* '/»/**Tank Farm in  Naknek

Insurance
Insurance
S e lf- in s u r a n c e
Insurance

George M. P la n t S u lliv a n  Power S e lf- in s u r a n c e
S6 Vard (Harbor Fuel S e rv .)  Insurance Dutch Harbor Main Plant-RESOFF Dutch Harbor-Ballyhoo (Petro Marine Services)N ik is k i (Arness) »Tank Farm in  D illingham  Insurance



■ .■

ovner/Qperator Fuel Storage Location Proof fo rF in a n cia l  R e sp o n sib ility  Surety bondConoco Incorp orated 3201 "C" S t . ,  S u ite  200 Anchorage, AK 99503T rid en t Seafood Corp.5303 S h ils h o le  A v e ., N.W. S e a t t le , WA 98107Kodiak O il  S a le s , In c . P .O . Box 1487 Kodiak, AK 99615

M ilne P oin t C en tral F a c i l i t i e s  pad
Sand P oin t(Popoff I s .  Fuel Co.)
Kadiak Bulk P la n t (North P a c i f ic  Fuel)

Nome J o i n t  u t i l i t y  Systems Nome Tank Farm P .O . Box 70 Nome, AK 99762Golden V a lle y  E le c t r ic  A s s o c ia t io n , In c .P .O . Box 1249 Fairb an ks, AK 99707-1249North Slope Borough P .O . Box 69 ^  rroW/. AK 99723Peter Pan Seafoods 1000 Denny B u ild in g  S ix th  & Blanchard S e a t t le , WA 98121-1802Highland R esources, In c . P .O . Box 636 H aines, AK 99827

North Pole Fuel sto rage  f a c i l i t y
Barrow Tank Farm P o in t Hope Tank Farm Wainwright Generator P la n tKing ‘Cove F a lse  Pass
Haines Terminal

Insurance
Insurance
S e lf-in s u ra n c e
S e lf-in s u ra n c e
S e lf-in s u ra n c e
S e lf-in s u ra n c e
Insurance



State o f A laska
•/ .. • : ' ' :■■■ •* '•••■ sADEC S t a f f ,. A- : •  A ’date: November

M-001 (R|* M !)

THRU:

FILE NO. TELEPHONE NO:SU EJECT.
-y y '  . ■ " . \(907)465-2630O ffshore & Productions F a c i l i t i e s  with Approved Proof o f  F in a n cia l R e s p o n s ib ility

FROM: Glenn Adams
The fo llo w in g  o ffsh o re  and production f a c i l i t i e s  have approved proof o f f in a n c ia l  r e s p o n s ib ility  through June 30, 1990.
Owner/Operator Name F a c i l i t y  Name LocationAmerada Hess Corp. 1185 Ave. o f  the Americas New York, NY 10036ftArco A la sk a , In c . P .O . Box 100360 Anchorage, AK 99510
Amoco Production Co. P .O . Box 800 Denver, CO 80201Marathon O il  Co.P .O . BOX 190168 Anchorage, AK 99519
P h il l ip s  Petroleum P .O . Drawer 6 6  Kenai, AK 99611

N orth star "A" Gravel Is la n d  S e a l Gravel Is la n d
Prudhoe Bay Topping P la n t Prudhoe Bay o i l f i e l d  Kuparuk R iver O i l f i e l d  Lisburne P a r t ic ip a t in g  Area Swanson R iver O i l f i e l d  Beluga R iver O i l f i e l d  King Salmon P la fo r m  S tin sen  E xp loratory ProgramP latform s: Anna, Bruce, Bakerand D illo nE ast Foreland D eliv ery  SystemP latform s: D olly  Varden and SparkTrading Bay Onshore Prod u ctio n - F a c i l i t yG ran ite  P o in t Production F a c i l i t y  R eso lu tio n  Is la n d  MSteelhead P latform  Spurr PlatformNCIU P latform  "A"

Beaufort Sea Beaufort Sea
North Slope North Slope North Slope North Slope Kenai KenaiCook I n le t  Beaufort SeaCook I n le tKenaiCook I n le t  Cook I n le tCook I n le t  Beaufort Sea Cook I n le t  Cook I n le tCook In le t



a*?*/®m ’A /  •• ■ - y ^ r  ' .’ ’•f. Y-»4itW!v T; »% / V ■'■: . ym M W ':
W ner/gperator Name LocationS h e ll O il  Company P .O . BOX 2463 Houston, TX 77252
B .P . Am erica, In c . 200 P u b lic  Square C levela n d , OH 44114
Union O il  Co. o f C a l i f .  909 West Ninth Anchorage, AK 99501Union P a c i f ic  Resources Company c/o Nortec750 W. Second Avenue, S u ite  100 / "ch o ra g e , AK 99501

v! .
. ■ ■Onshore G athering System a t  Middle Ground Shoal F ie ld  P la tfo rm s: S h e ll  "A" and S h e ll  "C"Goose Is la n d  Tern Is la n dNiakuk Is la n d  (Manmade) W ell #4 E n d ic o tt Development, Main Production Is la n d , S a t e l l i t e  D r i l l in g  Is la n d  Endeavor Is la n d , SAG D elta  #9 Niakuk Is la n d  (N atu ral), W ells 1, 1A, 

2 , and 2 AG ra y lin g  Platform  Monopod Platform  G ra n ite  P oin t Platform"Diamond M. Falcon"Jackup Rig a t  No. 1 WECO-UPRC Cannery Creek42-36 E xp loratory  Well

Cook I n le tCook I n le t  B eaufort Sea B eaufort SeaNorth Slope North SlopeNorth Slope North Slope
Cook I n le t  Cook I n le t  Cook I n le tCook I n le t



DECEMBER 1989

THE M ITIGATION ASSISTANCE CORPORATION

PREPARED FOR THE ALASKA O IL SPILL COM M ISSION  UNDER CONTRACT #026



■THE ROLE OF INSURANCE FOR THE PREPAREDNESS AND RESPONSE TO O IL SPILLS LIABILITY AND COMPENSATION ISSUES
INTRODUCTIONThe insurance industry can potentially be an important partner in a comprehensive program to reduce oil spill losses by providing insurance incentives for the safe transportation of oil and other hazardous cargo. This research paper seeks to examine the current state of the maritime insurance industry -  in general and in Alaska -  and offer suggestions on how insurance can play a role in reducing losses and improving preparedness and response. Information on pollution insurance was gathered from repons in insurance journals, congressional testimony, and articles and analyses by insurers, academics, newspapers, and government publications. In addition, telephone interviews were conducted with insurance representatives from Exxon, the Lloyd McClennan Insurance group, and the National Flood Insurance Program.

Exxon has accepted responsibility, but not liability, for oil damages resulting from the accidental ground ng of the Exxon Valdez in March of 1989. To date, Exxon has spent S1.25 billion in cleanup and in the payment of damages to individuals and businesses that suffered from the direct impacts of the oil spill, including economic injury due to lost business (Wall St. Journal November 30, 1989). In addition to further cleanup and unresolved private claims, Exxon faces potentially huge fines and penalties under numerous state and federal statutes governing water pollution. The Alyeska Pipeline Service Company may be as liable as Exxon since it is obligated under the Prince William Sound Contingency Plan to respond to, contain, and clean up spills in the Sound. "Alyeska handed off the spill response to Exxon without approval by the state, and Exxon’s subsequent response was not according to the state-approved plan" (Oil Spill Chronicle November 14, 1989). In any case, judgments regarding liability and compensation are sure to be discussed in the courts for years.



v  * ,  • f . „  *  „acting as a direct reinsurer for prime oil spill insurance earners, or (3) providing research.r r \ j  v  6technical assistance, and financial support in the establishment of state insurance programsr  &(Petak and Atkisson 1982).
Currently, there is pending federal oil spill legislation that exceeds these possibilities. The legislation is titled the "Oil Pollution Prevention, Response, Liability, and Compensation Act of 1989." It has been passed by the House of Representatives as H R 1465 and is currently before the Senate for modification, amendment, and passage. This legislation will combine, supercede, and improve a host of earlier laws.
A  stronger regulator role (than Petak and Atkisson’s or the pending legislation) might require the purchase of a particular type of insurance as a condition for receiving federally insured loans, federally subsidized loans, and/or loans provided by federally regulated financial institutions. The insurance industry strictly opposes such "mandation," unless it is accompanied by means to protect insurers from huge payouts in catastrophic incidents. There exists, however, many examples of mandatory insurance: states require purchase of no-fault automobile insurance, lenders require purchase of fire insurance, states require purchase of workmen’s compensation insurance, etc. A  variation of required insurance is contingent insurance, where coverage (either private or federal) is provided only when certain conditions, such as licensing, manning, training, and equipment standards are met.

HAZARD INSURANCEInsurance as Hazard PolicyThe development of the National Rood Insurance Program (NFIP) and the investigation into a national earthquake insurance program has grown out of a recognition that these hazards are national problems with far-reaching economic impacts. These federal programs also attempt to fill the void created by the private insurance industry’s inability to market this type of service profitably. These programs also recognize the limited means that potential victims otherwise have to protect themselves and reduce their vulnerability to hazard risks. These programs are designed to meet needs similar to those posed by a potential oil spill.



eliminate or reduce the probability of occurrence of a hazard event, or reduce the impacts . . .  ' . . . . .  . . .  . . . . .of hazards that do occur. Successful mitigation usually i approaches in a coordinated, cost-effective strategy. Providers of fire insurance, for example, offer mitigation incentives by basing a community’s fire coverage premiums partly on factors such as proximity to fire stations and hydrants, available water pressure hose diameters, and number and type of fire trucks. Local governing boards maintain favorable fire insurance rate classes for their communities by ensuring that fire alarms, water supplies, facilities, staffing, equipment, and training exceed industry standards. While the cost to a community for these improvements could easily be SI million, each structure owner’s premium might be reduced by $25.00. In a community of 50,000 insured structures, this would represent an a n n u a l  savings of $1.25 million.
Some general insurers are encouraging comprehensive prefire plans for large facilities, businesses storing hazardous and flammable substances, and structures containing costly assets, such as computers. The two objectives of prefire planning are to identify potential fire hazards in specific facilities and to familiarize firefighters with these hazards in advance. Prefin; plans consider building characteristics, fire suppression systems, available public fire protection, warning systems, evacuation plans, hazards in proximity, assignment of emergency duties, coordination with law enforcement, emergency medical services and local media, and types, quantities, and locations of hazardous and flammable materials (Brotzman 1989). Both approaches to fire insurance provide incentives to reduce fire losses by maximizing the firef 'jhting capabilities of the response system. Provisions in the national flood and earthquake programs offer additional examples of how risks may be balanced with proactive efforts to prevent or reduce losses.
National Flood Insurance Program CNFIP)The 1968 National Flood Insurance Act (Public Law 90-448) made nationally-subsidized flood insurance available to individuals in communities that enforced federally approved floodplain management regulations. Following passage of a 1969 amendment, floodprone communities could become eligible for limited amounts of flood insurance under an "emergency phase." As detailed flood maps and local regulations were developed,



i s J i i m r n w% W * r !'& ..............   , , . ,In response to the limited availability and high cost of earthquake insurance in high riskr  j o  “  S
■ r  l  T r r *  r  i t t  j  L t  .  .  .areas of the U.S., a federally-supported system has been developed to cover catastrophic
I* losses and protect insurers and reinsurers from "institution-destroying loss levels," wherereserves are insufficient or the magnitude of an accident exceeds worst-case scenarios ! (Petak and Atkisson 1982).

Underwriters of earthquake insurance need to establish the Probable Maximum Loss foreach hazard zone and for individual locations in order to determine total earthquakeexposure and reinsurance needs. The most important and most elusive factors affectingearthquake underwriting decisions are probability that an earthquake vail occur andestimated maximum intensity. However, utilizing probability studies, seismic building codes,and hazard mitigation recommendations, geologists today are much more capable of makingthese projections. Other factors that influence the underwriting include: proximity toknown faults, height of structure, soil conditions, age of structure, type of construction, typeof materials, and the value of contents (Holtom 1989).Although earthquakes are beyond anyone’s control, the selection of risks, underwriting standards, retentions, deductibles, and rates are not. Careful consideration of these factors can take some of the unknowns out of earthquake underwriting (Holtom 1989).
Currently the federal government is investigating the possibility of establishing a national earthquake insurance program, similar to the flood program, where insurance would be made available at a subsidized rate, but only after a community adopts regulations that require new construction to meet seismic safety standards and perhaps the retrofitting of certain classes and types of older, more vulnerable structures.
Development of an "actuarially sound national catastrophe fund" to compensate oil spill victims from federal and state and oil industry contributions might accomplish essentially the same ends "as a more conventional insurance system" (Petak and Atkisson 1982).



. v..” ii- . . , > v •trends involving liability standards and insurance coverage, and the broad liability established by federal and state environmental laws. The insurance industry has maintained that the basic concerns of underwriting a risk -  the process of identifying and evaluating risks and setting the premium to be charged for risks accepted by the insurer -  cannot be satisfied when assessing pollution risks, thereby making them uninsurable (GAO 1987).
Commercial pollution insurance is generally unavailable and when it is, coverage is limited and expensive and selectively provided to clients that carry coverage by the insurer for other risks. One option to traditional insurance coverage is participant-owned and operated risk pools that cover catastrophic liability losses. It is unclear from the literature examined in this research how effective risk pools have been in meeting the insurance needs of the oil transportation industry. Another option for pollution liability coverage, when available, is reinsurance. Reinsurers are companies (or governments) that assume a portion of the potential liability risks that the insurance companies underwrite in exchange for a share of the premium (GA O  1987).
In the absence of available and affordable liability coverage, many oil shippers operate without it once they have demonstrated financial capability to the limits of liability set forth in applicable federal laws. These financial requirements ensure that operators have assets on hand to cover the pollution liabilities faced. In essence, these shippers are self- insured.
Ocean maritime insurance differs from property and casualty insurance in that there are no regulations regarding the filing of rates and policy forms with state insurance authorities (partly due to great variations in commodities, vessels, distances, etc.) (Picone 1989). Liability insurance premiums are calculated according to the type of vessel and the degree of risk of different classes of vessels. Oil carriers are rated at the high risk end of the scale. In spite of these differential ratings, owners with poor loss records have generally paid only slightly higher premiums (Schenker 1981).



O IL  SPILL LIABILITY AND COMPENSATION■International Conventions
.The myriad international, national and state laws, statutes, and funds that address pollution from oil spills has been widely characterized as a "patchwork quilt" of overlaying standards and liability limits. The following is a discussion of the various acts, treaties, and funds potentially applicable to U.S. oil transportation interests or to accidents in U.S. waters.

The Convention on Civil Liability for Oil Pollution Damage (19691 and Convention on the Establishment of an International Fund for Compensation of Oil Pollution Damage (1971) provide a means of sharing oil pollution costs among countries that are parties to the Conventions. The two international oil spill treaties establish maximum liability amounts of oil shippers (Smets 1983). The 1984 Civil Liability Convent;on CCLO establishes a financial responsibility regime where each party is required to ensure that ships in its ownership have insurance or other financial security to cover the owners’ liability under the Convention up to the prescribed limits.
The 1984 C L C  and FU N D  Protocols implement the provisions of the above conventions. They allow member nations a way to enforce judgments that affect foreign vessels and help ensure that the assets of the owner or insurer liable for oil pollution will be available to meet damage claims. The U .S. has failed to ratify the 1984 Protocols. Opponents maintain that the Protocols would provide coverage beyond current federal and state laws under only a limited set of circumstances and, in some cases, they would preempt state liability laws. Supporters argue that the Protocols offer a way to share the costs of U.S. oil spills worldwide by allowing the U .S. access to the international oil spill compensation fund and would also allow the U .S. to influence international maritime negotiations. Amendments to the Protocols, they claim, could be added in the future to increase liability limits (U.S. Senate 1989).
The Bush Administration favors adoption of the 1984 Protocols but opposes the preemption of state liability laws beyond the extent necessary to implement the Protocols. Secretary of Transportation Skinner has testified that any claims for damages in excess of the owner’s



Other federal laws that may be applicable in major oil spills are the Outer Continental Shelf Lands Act Amendments (PCS) of 1978 and the Deep Water Ports Act of 1974-
State Liability SystemsThe Trans-Alaska Pipeline ('TAP’) Fund was established in 1973 by the Trans-Alaska Pipeline Authorization Act to pay damage claims, including cleanup costs resulting from oil spills from vessels carrying oil to ports from the pipeline system. The Fund is liable without regard to fault for damages in excess of S14 million but not more than SI00 million per incident. To date, the Fund has never paid a claim. Exxon has agreed t" administer all claims it receives and may submit claims to the Fund before the two-year application deadline in March of 1991. Since the act exempts the Fund from liability arising from a claimant’s negligence, Fund officials intend to contest any claims filed by Exxon (GAO 1989).
Alaska Statute 46.03.780 Liability for Restoration provides that a spiller is liable to the state for damages related to the sum of money required to "restock," "replenish," and "restore" the environment to its previous condition. Damages are recovered by the State Attorney General on behalf of the citizens of Alaska (Graham 1989).
Alaska Statute 46.03.822 Strict Liability for the Discharge of Hazardous Substances provides that the "person owning or having control over" a polluting vessel may be relieved of strict liability only if the spill is due to act of war, negligence of a third party, negligence on the pan of the state of Alaska or the United States, or an Act of God (Graham 1989).



IA  spiller may be liable under the Civil Penaltv statute, asr  j state statutes, but
•11 „ , , , , ,recovery will generally be sought under one statute or the courts mav interpret the action as a double recovery. The state may allege liability under all applicable state and federal statutes and then pursue the course that provides the maximum potential recovery. Once a case is filed, however, it is usually settled out of court for a lump sum amount. Otherwise, if left to the courts, a determination would be made as to which is the controlling statute.

A  detailed investigation of Alaska’s civil penalty scheme for oil spill liability and compensation was completed in January of 1989 at the University of Washington’s Institute for Marine Studies (Graham 1989). The investigation was documented as a Master’s Thesis and includes an evaluation of the existing system. The report concludes that Alaska’s civil penalty approach is viable. However, it also identifies inconsistences and shortcomings, and offers sound recommendations to make Alaska’s liability and compensation system more effective. This report is attached to this paper as an appendix. Review of this study’s recommendations by the Alaska Oil Spill Commission (AOSC) and the state legislature is an important recommendation of this report.
PROBLEM STATEMENT In the aftermath of the Exxon Valdez accident, the Alyeska Pipeline Service Company -  the industry consortium that operates the Trans-Alaska Pipelines on behalf of seven oil companies that own the facilities -  has been soundly criticized for allegedly allowing the oil companies to save money by curtailing preparations for a large-scale oil spill throughout the 1980s. In addition to the problems caused by economic and competitive pressures, automation, safety violations, and a poor preparedness and response evidently also contributed to the disaster (this is also substantiated by research completed for the paper, "The Impact of Fatigue and Other Factors on Human Performance and How They Relate to Maritime Accidents").1. Economic, pressures: the competitive pressures in the oil and oiltransportation industry, particularly vith respect to competing with foreign carriers, raort of which rely on lower standards and have less technology to



depart the ship just minutes before the grounding.
Inadequate response and preparedness: As mentioned above, there were inadequate resources in Valdez to respond to an accident of this mag.utude. Alveska’s contingency plan included a scenario for a catastrophic incident and noted that the response would be inadequate. .After the Valdez spill, it took hours for emergency work to begin. Alyeska’s only cleanup barge was out of service, an absorbent boom was buried under snow, and only 45 drums of dispersant were on hand -  enough to dissipate 3 %  of the spill (Anchorage Daily News November 3, 1989).

Our investigation did not find any evidence that insurance adversely affected the response to this incident. This question came to light when the response to a recent (November, 1989) Alaska grounding was delayed until the hull underwriter could determine whether or not there could be any salvage value. Possible responses involved burning, sinking, or blowing up the ship. These actions were not allowed without the approval of the underwriter.
POSSIBLE SOLUTIONSThe advantages and disadvantages of a number of alternatives to maximizing safety and preparedness through insurance and liability mechanisms are discussed below.

Unlimited LiabilityThe threat of unlimited liability, it is argued, encourages a higher standard of care in the oil industry and prompts prevention-related activities in both the public and private sectors. Supporters of unlimited liability essentially support the rights of states to establish liability, in order to go beyond federal or international minimums as necessary to protea the health and welfare of their people and environments. Opponents of unlimited liability maintain



S S l i p s  I t
High, but fair liabilitv limits might stimulate U.S. marine insurance market; Parties responsible for spills will at least pay something, both into reserve fund and for damages up to limits;

. • • • ■• • • •Disadvantages:1. Probably won’t cover all damages in catastrophic accidents;2. Unless the limits of liability are very high (and reflective of full range of costs), the "cost of doing business mentality" toward managing oil (spills are inevitable) will prevail (United States Senate 1989).
Users FeesIn addition to setting minimum liability limits, toughening standards, and lifting all liability’ limits in some cases, possibly the most important feature of proposed federal liability and compensation legislation is the establishment of a national fund for cleanup and recovery costs that exceed liability limits. The fund would be developed through a 5-cent per barrel tax on the oil industry, the rationale being that oil companies should bear a responsibility' for cleaning up and restoring the environment when damages exceed the responsible party’s limit of liability (United States Senate 1989). According to Atlantic Richfield Company testimony before the Senate Subcommittee, merging the federal funds created by the T.\PS Act, OCS Act, and Deep Water Ports Act would immediately establish a reserve fund in excess of $400 million (United States Senate 1989). This is included in the pending legislation. This legislation also includes user fees for the expansion of the VTS.
Advantages:1. Prevents need for each state to establish its own fund (more economical and efficient);2. Allows oil shippers to pay into one centralized oil fund instead of individual funds of each state;3. Retains state liability laws;



Advantages:
1.n

4mm3.
4.

Eliminates threats of groundings and narrow channels;Spills would affect less sensitive environments;LOOPS operates wide "safety zone" around port and 24-hour traffic control and communications.Pending legislation calls for lower liability limits for vessels utilizing deepwater ports.
Disadvantages:1. LOOPS has been losing money and has not proven to be an economical alternative for potential port users or investors (United States Senate 1989).2. Exposure to harsher environment could potentially limit the number of days facilities could be used.

RECOMMENDATIONSThe A O SC  and the state legislature should review the analysis of the civil penalty scheme for oil spill liability and compensation in Alaska (Graham 1989) and determine the appropriateness of the studies’ recommendations for adoption and implementation.
The development of a user’s tax and national oil spill compensation fund offers a number of important advantages over the "patchwork" liability and compensation system currently in place, and deserves further examination in the near term. These,

1.
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Lower liability limits could be made available only to those companies that can demonstrate financial responsibility, good safety records, and a commitment to state-of- the-art technology. Inadequate training procedures, inadequate charts and guiding systems, and inadequate maintenance and repair policies are examples of reasons to deny lower liability limits (United States Senate 1989).
The Exxon Valdez disaster has revealed the need for more mitigation and preparedness planning throughout the system (ship owners, pipeline operators, local, state, and federal governments). Contingency response plans should consider the extraordinary resource demands placed on the response system in major oil spill accidents, and then improve plans through regular drills and exercises. Following the grounding of the Arco Anchorage off Port Angeles in 1985, Arco, the Coast Guard, and the Washington Department of Ecolosv co-managed a successful cleanup effort that took four months. Coordinators credited a joint response exercise conducted a year earlier with creating a familiarity that led to a smooth working relationship in the actual event (Anchorage Daily News May 7, 19S9).
The best opportunities to implement mitigation measures generally follow the occurrence of a disaster, when the hazard is still fresh in memories and there is usually a mandate to improve or change the system. The state of Alaska, Alyeska Pipeline Service Company, and Exxon have all taken proactive steps to mitigate the impacts of future spills. Alyeska has acquired several new, large oil skimming vessels to escort tankers from the Valdez Terminal out of Prince William Sound. Alyeska now plans to stockpile cleanup equipment and supplies and is increasing tariffs approximately S3 per barrel in order to finance pipeline corrosion repairs, oil spill prevention and improved spill respc.ise,, and legal fees from the Valdez spill. The state is raising severance taxes to create a S50 million emergency relief fund for oil spill cleanups (Anchorage Daily News November 2,1989) and the A O SC has recommended a number of new safety measures, including giving authority to the State Harbor Authority to close down ports if conditions are unsafe (Anchorage
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I
ty of Some Alaska Rural Electric Utilities s.

Gallons Barrels I

'

1 ■ ■ jit; : ■ v-- • - . ■■
- • ■. ■

Community
f  \  '

I■ 1
< 1000 Barrels u

1
1  Akiachak 30,000 714 I
2. A llakake t 20,000 476
3.Anaktuvuk Pass 35,000 833 f
± Arctic Village 18,000 429 I
5. A tm autluak 28,000 667 |
£L Atqasuk 17,000 405 |
Z Beaver 30,000 714 |
S. Bethel 40,000 952 !
2. Birch Creek 8,000 190 v
1 o Chuathbaluk 20,000 476 I
1 1  C irc le 10,000 238 r
1 2  Clarks Point 10,000 238 |
1 3 Crooked Creek 20,000 476 1
1 4 Eagle 15,000 357 I
1 5 Ekwok 2,500 60 !
1 6 Hoonah 35,018 834 1'
17 Hughes 10,000 238 $
I S  Igiugig 25,000 595 I
1 9 Kaktovik 20,000 476 £
20 Kasaan 20,500 488 |
20 Klawock 1,140 27 1
21 Kokhanok Bay 20,000 476 1
22 Koliganek 25,000 595 1
23 Kw ig illin gok 30,000 714 I
24 Levelok 30,000 714 |
25 Newtok 20,000 476 J
26 Nuiqsut 40,000 952 f
27 Old Harbor 1,950 46 f
28 Pedro Bay 40,000 952 I
29 Platinum 10,000 238 J-
30 Point Lay 20,000 476 •
2L1 Rampart 40,000 952 t
32 Red Devil 2.0,000 476 |
3_3. Ruby 7,000 167 p

34 Sheldon Point 30,000 714 1
35 Sleetmute 20,000 476 |
£L£ Stony River 20,000 476 f
3-ZTakotna 30,000 714 I
38 Telida 12,000 286 p
39 Venetie 15,000 357 . |

45,200 1,076 21,222 {

| Page 1 -- Alaska Energy Authority 3/23/90 |



Capacity of Some Alaska Rural Electric Utilities

•  '

__ | |  M  I ' M .  ’Bulk Fuel Storage

: V.. ‘ /.-iv- >.-4.

■
Community Gallons Barrels

l.QQQ.,-. S .QQILBarrels 
1 Alakanuk
2. Ambler
2. Angoon
1 Anvik 
5. Central
fi. Chalkyitslk 
Z Chevak
2 Cordova 
2 Eek
12 Elim
11 Emmonak
12 Gambell
12 Goodnews Bay
14 Grayling
15 Holy Cross 
15 Hooper Bay 
1 1 Huslia
15 Kake 
15 Kaltag 
25 Kiana
21 Kivalina
22 Kongiganak 
25 Koyuk
21 Lower Kalskag 
25 Marshall 
25 Mekoryuk 
2Z Minto
25 Mountain Village 
29 New Stuyahook 
25 Nightmute
21 Nikolai
22 Noatak 
25 Norvik 
21 Nulato
25 Nunapichuk 
25 Pilot Station 
2Z Point Hope 
25 Quinhagak 
25 Russian Mission 
15 Saint Michael
11 Savoonga
12 Scammon Bay 
45 Selawik

124,534 2,965
101,546 2,418
45,200 1,076
51,903 1,236
45,000 1,071
65,000 1,548

137,530 3,275
55,000 1,310
67,253 1,601
67,899 1,617

129,617 3,086
107,521 2,560
64,057 1,525
66,255 1,578
77,439 1,844

158,642 3,777
66,255 1,578
46,000 1,095
87,103 2,074

113,393 2,700
94,743 2,256
60,000 1,429
69,110 1,645
81,184 1,933
76,324 1,817
80,172 1,909
42,000 1,000

176,055 4,192
80,508 1,917

47,000 1,119
55,360 1,318
80,508 1,917

144,901 3,450
113,400 2,700
152,197 3,624

94,633 2,253
62,000 1,476

100,247 2,387
55,581 1,323
75,304 1,793

133,623 3,182
80,957 1,928

130,527 3,108

Page 2 Alaska Energy Authority 3/23/90



Alaska Rural Electric Utilities

• ■■■ ■ ■ i$
Gallons Barrels

1.000 - 5.QQQ Barrels /cont'dl
44 Shageluk
4 5  Shaktoo lik
46 Shishmaref
47 Shungnak 
4 5 Stebbins 
49 Togiak 
55Tooksook Bay
51 Tun tu tu iia k
5 2 Tununak 
5 2 Wales

5.000-10.000 Barrels
1  lliam na
2  Saint Mary's 
5  Unalakleet

>1P,QQQ Barrels
1  Kotzebue
2  Naknek 
5  Nome
4  Nushagak
5 W ainw righ t

TOTALS 100 Utilities surveyed

53,032 1,263
59,807 1,424
114,743 2,732
113,655 2,706
79,941 1,903
130,226 3,101
98,931 2,356
60,000 1,429
73,271 1,745
51,590 1,228

315.000 
215,751
360.000

7,500
5 ,137
8,571

109,492

21,208

2,150,000 51,190
1,660,000 39,524
3,400,000 80,952
1,064,481 25,345
552,000 13,143

210,154

.15,207,2.17. 152,07.7.
Total gallons Total Barrels

152.072 3J5.21
Average gallons Average Barrels

Page 3 Alaska Energy Authority 3/23/90
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From: Rep. Menard, Co-chair House Resources
t.   • j _______  • _  T. ________ -r-_____________

■

Rep. Davidson, Co-chair House Resources■t , ■ ■ ’

Attached is the Governor's new proposal regarding financial 

responsibility requirements in HB 567. The financial 

responsibility requirements in the original version of HB 567 
have been withdrawn.

Both HB 565 and HB 567 are being modified by the House 

Resources Committee. Tonight we welcome additional assistance 
and comments on both bills as we continue our efforts to craft 

legislation that meets the needs of Alaskans and minimize 
costs for small utilities and fuel distributers.



Exemptions

Cleanup Credit

Financial Responsibility

EXISTING LAW

$10/gallon for anadromous 
stream or other freshwater 
environment;

S2.50/gallon for sensitive or 
confined saltwater areas;

$1/gallon for unconfined 
saltwater, public land or 
freshwater without significant 
aquatic resources.

Subject to a schedule that 
varies for toxicity, 
degradability and dispersal 
characteristics, as well as 
receiving environment.

Spills of less than 18,000 
gallons are not subject to 
penalties under AS 46.03.758.

Allows the court to deduct 
the amount of oil removed 
from the environment when 
calculating penalties, with no 
regard for the length of time 
involved in the cleanup 
operation.

SEE ATTACHED CHART

ADMINISTRATION 
PROPOSAL 3/15/90

$12.50/gallon for any
surface or subsurface 
freshwater environment;

$8/gallon for sensitive or 
confined saltwater areas;

$6/gallon for unconfined 
saltwater, public land or 
subsurface land.

Subject to the existing 
schedule that varies for 
toxicity, degradability and 
dispersal characteristics.

Spills of less than 18,000 
gallons are subject to 
penalties under AS 46.03.758.

Allows the court to deduct 
the amount of oil removed 
from the environment within 
the first 36 hours of a 
discharge onto surface water 
or land when calculating 
penalties.
Does not allow any credit for 
subsurface spills.

SEE ATTACHED CHART

Contingency Plans Not required for facilities 
with less than 10,000 barrels 
storage capacity.

Not required for facilities with 
less than 10,000 barrels 
storage capacity. The 
department would be given 
the authority to survey, 
inspect, and Inventory 
facilities with a storage 
capacity between 5,000 and
10,000 barrels. The 
department will report back 
to the legislature within a 
year with recommendations 
to address oil spill prevention 
and response for facilities 
under 10,000 barrels.
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TYPE OF FACILITY CURRENT FINANCIAL RESPONSIBILITY REQUIREMENTS SB 504 HB 56/ PROPOSED 3/15 REVISION
• • * •' ' : ; • ‘ V. • . *-*■ '* ' ,.Crudo Oil Terminals>10,000 bbl. $1 million up lo S50 million © StO/bbl. capacity 9 -10,000 bbl. None $50 million $50 million $50 million $50 million

Non-Crude Terminals •
10  to 20,000 bbl. » $5 million> 10,000 bbl. SI million up to $50 million © StO/bbl. capacity $50 million > 20,000 bbl. « $10  millionS to 10,000 bbl. None $1 million None

Offshore exploration andproduction facilities $39 million $50 million $50 million
\Crude OH Tank Vessels andBarges TAPS =* $14 million, Non-TAPS = $20 million.TAPS covered tor an 'additional $66 million per vessel. $500 million $500 million

Non-CrudeOil Tank Vessels andBargea Tank Vessels « $20 million, Barges ■ $1 million $20 million <5.000 bbl * None5.000 lo 10.000 bbl.* $5 million10.000 lo 50.000 bbl.* SI million
50 .000  lo  100.000 bbl. * SIO million
100 .000 • bbl -  J ?0  m illion



'
'£*>&»'jrif.VXWi'v-i. > i.v.y'.;.: ■. -. •:'8»S§ m

, lk i , , , , , „,   „ , , u ■Note: the following notes ere not based o.n a comprehensive revlow of vessels and facilities; rather, thoy aie examples of how the proposod revisions might effect some operators
v... . r>, ' ■■ ■ . . . ' • ■ ' . .■ I . . , • :Currently there ar6 6 Tanker Vessels chartered by Petro-Diamcnd and Petro-Marlne that are under 50,000 bbl. capacity and are required to have $20 million coverage. Under proposed revisions of 3/15 their Financial Responsibility requirement would drop to $t million.From Information provided In contingency plans, all of Yulana Barge Lines barges are under 10,000 bbl., therefore their Financial Responsibility requirement would be cut In half to $500 thousand.

VCrowley has 10 barges listod at over 100,000 bbl., but they are covered by surety bond and not a regular Insurance policy.United Marino Tug and Barge, Inc. has at least 2 barges over 50,000 bbl., so their coverage would increase from $1 million to $10 million.
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DEPARTMENT 07 ENVIRONMENTAL CONSERVATION

Sargaa i n  A l a s k a  t r a d a

FOSS 255 525880 2637 39114

■ y/V
CROWLEY M A R I T I M E  C O R P O R A T I O N

BARGE NAME:

B & R  5 
" 80-1 
» 80-2 
» 80-3 

120-1 
120-2 
548 
160-1 
160-4 
BC 151 
B C  152 
BC 154 
210  
211 
212 
213 
218 
251 
255 
312-3
A R C T I C  C H A L L E N G E R  
P A C  570 
C O R D O V A  
N IKISKI 
KE TC HI KA N 
P A L ME R 
K O D I A K  
J U N E A U  
101 
102 
450-2 
450-3 
450-4 
450-6 
450-7 
450-8 
450-9 
450-11 
250-10 
UT-10

O F F I C I A L  #: g r t : C A P A CI TY

2 8 49 30 247 4019 B B L
2 6 1 9 4 1 109 1667
2 7 1 6 5 0 121 1904
2 7 1 6 5 1 121 1904
622202 3 i < n , 4128
6 2782 0 •* 318 4128
5 02 91 1 320 5300
5 1 7 53 5 530 9402
5 2 5 S5 0 569 8608
507673 629 10000
5 07674 629 10000
5 0 84 68 629 10000
524569 1256 6010
5 2 4 5 7 0 1256 6010
52 4571 1256 6010
524572 1256 6010
524577 1256 6010
518644 2637 33800
520633 2971 49508
292360 3157 6905
574046 4717 51000
5 03135 5057 57878
522842 5051 6370

517734 5051 6370
52S6 60 5051 6370

516339 5051 36568
2291 25 5051 10562

524833 5145 6370

513536 5498 103968

528789 7970 154608
570955 8123 136882
571894 5123 148242
573167 8123 149726

531167 8987 148502
633295 8987 148238
631688 8123 148238
6 36557 8134 148238
647827 » 892B 148502

FOSS M A R I T I M E



M m -
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5 15 33 7
5 19398
6 4 66 88
651632

FO SS  256 52!
FO SS  2 48-PI 62!
T?nR5 OAfi-P9 ***(FO SS  248-P2 
FOSS TONGASS 
S E A  ”7 6“
TESO R O  E N E R G I Z E R  
P H O E N I X  121 
H A N A L E A
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4757
3218
1840

33354 
35000 
11394 
12654 
75510 
48000 27315

Y U T A H A  D AR OD  L I N E D , INC.

O.B. 2 
O. B. 3 
O.B. 4 
O.B, 5 
O.B. 6
O.B, STEWA R T 
FR AN K T U R N E R  #1 
POLARIS #6 
R I V E R W A Y S  #7 
R I V E R W A Y S  #8 
R I V E R W A Y S  #9 
R I V E R WA Y S #10 
R I V E R W A Y S  #11

ZPC 401
K V I C H A K  T R A DE R

M L C  281 
M L C  282 
M L C  283 
M L C  330 
M L C  331 
M L C  332 
M L C  333 
M L C  340-1 
M L C  344

650872 207 3291
0 09449 473 7150
002718 473 7150
29 5687 495 7600
5 32598 485 7600
0 0 8 7 5 5 265 2000
2738 1 2 105 1274
175265 62 714
2 7 4 0 7 6 129 1476
2 9 3 7 1 6 319 4376
2 8 7 76 6 319 4394
1 7 6 10 6 • 454 7123
2 7 1 2 3 5 353 5000

S ER VICES, INC.

1739 30000
2227 39000

T U G  A N D  BARGE, INC.

5 9 0 9 8 0
5 96502
6 39882
6457 70
646673
6 48909
653764
65 7024
64 7179

5214
5214

74100
74100

A L A S K A  M A R I N E  C H A R T E R S , II&.

I N V E S T I G A T O R 6 3 89 65 1730 16031
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■TESTIMONY BEFORE THE HOUSE RESO U RCE COMMITTEE

MARCH 3 0 , 1990
THANK YOU FOR THE OPPORTUNITY TO T E S T IF Y  IN  SUPPORT OF THE COMMITTEE SU B ST IT U T E  FOR HB 5 6 7 . MY NAME I S  ANN ROTHE, I 'M  AM R EPR ESEN TIN G THE R EG IO N A L C I T I Z E N 'S  A D V ISO R Y  COMMITTEE FOR PR IN C E  W ILLIAM  SOUND WE GO BY THE ACRONYM " R C A C " , THE RCAC I S  COM PRIZED OF 15 MEMBERS REPR ESEN TIN G THE COM M UNITIES OF P R IN C E  W ILLIA M  SOUND, THE K E N A I P E N IN S U L A , AND KODIAK IS L A N D , A S  WELL A S  F IS H IN G , CO N SER VA T IO N , AQUACULTURE, AND N A T IV E  G R O U P S.
THE RCAC HAS SPENT MANY HOURS D IS C U S S IO N  AND D EBATIN G THE B E ST  FORM AND PR O CESS FOR STATE INVOLVEMENT IN  THE S E T T IN G  OF STANDARDS AND REGU LA TIO N S FOR O I L  S P I L L  PREVENTION AND RESPO N SE P L A N S . WE ARE FIRM LY COMMITTED TO THE ID E A  OF WORKING WITH IN D U ST R Y , STATE AND FEDERAL A G E N C IE S , AND THE L E G ISL A T U R E  TO PRODUCE THE SA F E ST  SYSTEM S FOR ENVIRQNMENPALLY SOUND U SE  OF A L A K S A 'S  R E SO U R C E S.
S IN C E  OUR B E G IN N IN G  IN  JU N E  WE HAVE DEVOTED OVER 5 ,0 0 0  HOURS TO DEAL WITH O R G A N IZ A T IO N , A CQ U A IN T IN G  O U R SELVES WITH A L Y E S K A 'S  O R G A N IZ A T IO N , AND REVIEW IN G T H E IR  PROPOSED CONTINGENCY P L A N . YOU HAVE SHOULD HAVE BEFORE YOU THE OVERVIEW  OF OUR COMMENTS TO

1



SPAREDt m
A N D  A L YE S KA

A C C O M P L I S H  A R E  CONTAINED IN TH AT  O V E R V I E W

v

WE W O U L D  L I K E  T O  COMMENT O N  T H E  F O L L O WI NG  ITEMS S P E C I F I C  T O  HB567: PREVEN TION  A L L  CONTINGENCY PLANS SHOULD I N C L U D E  A  P R E V E N T I O N  

S ECTI ON  W H I C H  W I L L  D ET AI L -WHAT S TEPS A  C O M P A N Y  IS T A K I N G  TO 

A C T I V E L Y  P R E V E N T  A SPILL. C HANGE T H E  L A N G U A G E  T O  R E Q U I R E  A  

P R EV EN T I O N  SECTION. A N O TH ER  P R E V E N T A T I V E  M E A S U R E  W E  W O U L D  SUGG E ST  

IS TH AT  EAC H PLA N SHOULD BE R E V I E W  BY A  C I T I Z E N’S C O M M I T T E E  L I K E  

OURS. A F T E R  A L L  IT IS T H E  CITIZENS OF THE R E G I O N  W H I C H  H A V E  TH E 

M O S T  A T  STAKE IF THE PLAN FAILS.

P R E P A R A T I O N  M U C H  HAS BEEN MA KE  BY T H E  O I L  I N D U S T R Y  OF 

S ECT IO N 4 (j). TH EY  CLAIM THA T T H E  L A N G U A G E  IS A  P E R F O R M A N C E  

S T A N DA RD  A N D  TH AT  THEY C AN N O T  BE E XPECTED TO G U A R A N T E E  A  G I V E N  

LEVEL O F  PERFORMANCE. WE FEEL THAT TH IS  SECTION IS A  P R E P A R A T I O N  

S TAN DA RD  A N D  T H A T  THIS SECTION R EQUIRES T H E  IND US TR Y T O  BE P R E P A R E D  

TO CONT AI N  A N D  R E M O V E  THE M A X I M U M  L I K E L Y  SPILL. W E  U N D E R S T A N D  T H A T  

A COM PA NY  C AN N O T  G UA RA N T E E  A  PERFORMANCE; BUT U N L E S S  T H E Y  H A V E  

M A D E  T H E  P R O P E R  P R E P A R A T I O N S , HAVE A A D E Q U A T E  A M O U N T  OF E Q U I P M E N T  

CLOSE A T  HAND, A N D  H A V E  TRAINED A N D  D R I L LE D T O  R E S P O N D  TO T H E  

M A X I M U M  LIKELY S PI LL  THEN WE CAN KN OW  TH A T T H E  R E S P O N S E  TO AN 

A C T U A L  S P I L L  W I L L  N OT BE ADEQUATE. P R E P A R A T I O N  S T A N D AR DS  M U S T  BE 

SET BY LAW.



IDEQUATBLY R E S P O N D I N G , T O >
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: SUFFIC IE NT  OR GA N I Z A T I O N  

\IN A N D  h  w t m[OVE A  L AR GE  P E R C E N T A G E  O F  

'E T H E  F OL LO W I N G  RE AD INESS ST A NDARDS B E C O M E  AW E  ADV O

P O R TI ON  O F  A L L  CONT IN GE N CY  PLANS:

1) R E Q U I R E  DEM ON S TR AT ED  P RE P AR A T I O N  FOR A  R E S P O N S E  T H A T  PUTS
' ' ■ •

INITIA L R E S PO NS E C O N T A I N M E N T  CREWS A N D  EQU IP ME NT  A T  T H E
/ ( ’ , ■ . • ' .. ’ * v . . . * ,*■' '

SI TE  OF A N Y  SP IL L  W I T H I N  T W O  HOURS.

2) R E Q U I R E  DEM ON ST RA TE D  P RE PA RA TI O N FOR A  R E S P O N S E  T H A T  W I L L  

CONTAIN A N D  R E MO VE  A  M A J O R I T Y  O F  A  M A X I M U M  S PILL W I T H I N  

72 HOURS.

3) R E Q U I R E  THAT THE  PL A N BE CO MP L E T E  A N D  INCLUDE T HE E N TI R E 

R E S P O N S E  CY C LE  A N D  COVERS THE E N TI R E G E O G R A P H I C  SCOPE 

A P P R O P R I A T E  TO THE SITUATION.

T H A N K  YOU FOR THIS OPPORTUNITY FOR INPUT, I W O U L D  BE H A P P Y  T O  

A N S W E R  QUESTIONS.



REVIEW AND COMMENTS 
ON

ALYESKA PIPELINE SERVICE COMPANY 
PRINCE WILLIAM SOUND

TANKER SPILL PREVENTION AND RESPONSE PLAN

BY

THE REGIONAL CITIZENS ADVISORY COMMITTEE

MARCH 24, 1990

T he '‘AL Y E S K A  P I P E L I N E  S E R VI CE  COMPANY P RINCE W I L L I A M  SOUND T AN K ER  
SP IL L P R E V E N T I O N  AND R E S P O N S E  PLAN", p u b l i s h e d  J a n u a r y  30, 1990, 
wi ll  b e  r ef er r e d  to he r ei n a f t e r  as the Plan. The comments c on tained 
in this d o c u m e n t  r e la te  only to the m a i n  bo dy  of the plan. A  re view 
of t he a pp en d i c e s  and res ou rc e do cu ments will be s u b m i t t e d  u nder 
s e p ar at e cover.

T h e  R e g io na l c itizens A d v i s o r y  Committee (RCAC) is a no n -p ro fi t 
c o r p o r a t i o n  of 15 members. The m e m b e r s  re pr e se nt  the communities 
of P r in ce  W i l l i a m  Sound, the K enai Pe ni nsula and K o d i a k  Island area 
as we l l as fishing, aquaculture, environ m en ta l and n a ti ve  groups 
of t he r e g i o n  (membership list a t t a c h e d ) . No m e m b e r  of the 
co mm it te e re pr e s e n t s  A l y e sk a or the owner companies. This Committee 
re pr es en ts  vari ou s  communities, g o v e r ni n g b od ie s and bo th  statewide 
and n a t i o n a l  organizations. The comments ma d e by RCA C in this 
d o c u m e n t  a re ma d e on behalf of the C o mm ittee as a w h o l e  and not as 
a spec i fi c s t a t e m en t of the individual o r g an iz at io n s represented. 
L ac k of c o m m e n t  on sections of the Plan b y  this C o m m i tt ee  should 
n n t  be v i e w e d  as an acceptance of those sections by each 
r e p r e s e n t e d  community, go ve rn in g bo dy  or organization.

T h e  t r a g e d y  of the E XXON VALDEZ has made us aware of the risks of 
oil t r a n s p o r t a t i o n  a cross our sounds and a long our coasts. We, the 
cit i ze ns  of the region, have the m o s t  at stake if thi s Pl an  fails. 
T h e r e f o i e  w e  hav e t h e  m o s t  cause for vi gi la nc e in t h e  process that 
protect; our communities, fishing grounds, s u bs is te nc e  use area, 
air, w at er  and playgrounds. We are c om mitted to w o r k i n g  with the 
oil industry, the state and federal agencies and the legislative 
bodi e s to ma k e the tr an sp or t at io n of oil through P r in ce  Will ia m 
Sound the sa fest and m o s t  enviro nm en ta l ly  sound syste m of its ki n d 
in the world. T he m e m b e r s  of the R C A C  feel stro ng ly  that the 
c itizens of the r egion dir e ct ly  impacted by the EXXON V ALDEZ mus t  
h a v e  a role in the p r ev en t i o n  of, p l a n n i n g  for and re sponse to 
f uture oil spills and other environm en t al  impacts from the oil 
i n d u s t r y .

Since the R C A C  was formed in June 1989 we h a v e  devo te d  over 5,000 
v ol un t e e r  hours to deal wi t h organization, ac q ua i n t i n g  ourselves 
w i t h  A l y e s k a ' s  operat io ns  and rev ie w in g its Plan. It b ecame very



app ar en t to us is that the task of p r e v e n t i n g  a n d  r e s p o n d i n g  to .
tanker oil spills mu st  be a tea m ef fort w h i c h  r e q u i r e d  a ctive 
c oo pe ra ti on  of and par ti ci p at io n by Alyeska, t h e  o wn er  companies, 
the shippers, the marin e  pilots, the U n i t e d  States Co as t Guard 
(USCG), the A la sk a  Department of Env ir on m en ta l C o n s e r v a t i o n  ( A DE C ), 
legislators and the citizens of t he region, am o ng  others. T o  this 
end our c o m me nt s  are n o t  directed excl us iv e ly  t o  Alyeska, but also 
to t he tea m that mus t work towards p r e v e n t i o n  a nd response.

This r e v i e w  begins wit h some general c omments and an o v e r v i e w  of 
issues a bout which the RCAC feels s tr on g l y  a n d  p r o g r e s s e s  into a 
s e c t i on - by -s ec ti on  review of the Plan. W e  h o p e  A l y e s k a  a n d  t h e  
re gu la to ry  agencies w il l find our revi ew  useful. T h e  C o m m i t t e e  is 
dedicated t o  being a c on ti n ui ng  p a r t  of d e v e l o p m e n t  and 
implem en ta ti on  of this Plan.

O V E R V IE W
The final r e p or t  of the Alaska O i l  Spill C o m m i s s i o n  on The W re ck  
of the Exxon Valdez has the following t o  sa y about c o n t i n g e n c y  
plans:

"A c on ti ng en c y pl an  bridges idea and a c t i o n  to be ta ke n in the 
e vent of an oil spill. As wi ll  becom e apparent, a p l a n  exists 
on p a p e r  that can be evaluated intellectually. P e r s o n n e l  and 
eq ui pm en t to implement it are real and can be e x a m i n e d  and 
ev al ua te d t ogether only through spill d r ills or w i t h  actual 
spills. Th en  is when the bridge b e tw ee n  idea and a c ti on  is 
sup p os ed  to be crossed. Both p r e p a r a t i o n  and e x e c u t io n 
co nt ri b u t e  to the result."

In order to cross the bridge from idea to a c t i o n  successfully, 
Alyeska and t he rest of the t e a m  must p r e p a r e  for and p r a c t i c e  
respo nd in g to spills. This mu st  be a p r oc es s  w h i c h  is r e m o v e d  from 
corporate co nc er ns  over profits and future l i a bi li ti es  for oil 
spills. A  c o nt in ge nc y plan should r e pr e s e n t  the best efforts of oil 
spill p r e v e n t i o n  and r esponse experts to plan for spills.

The RC AC  w o u l d  like to compliment A l ye sk a  for a d o pt in g the In cident 
Command S y s t e m  (ICS) for m a na ge me nt  of future oil spills. We feel 
that, if the ICS system is prop er ly  implemented, it w i l l  p r o v i d e  
the best chanc e for a integrated response to oil spills. The RCAC 
also ac kn owledges A l y e s k a 1s use of Escort R e s p o n s e  V e s s e l s  and 
Tugs, These vessels provide a good m e a s u r e  of p r e v e n t i o n  a n d  the 
m o s t  immediate response possible. A ly es ka 's  initial r e s p o n s e  s y st e m 
may very well be the  best in the world.

A l ye sk a ha s assembled some of the world ' s leading exper ts  in oil 
spill p r e v e n t i o n  and response to d raft t h ei r P l a n  an d  im pl em en t  it. 
The RCAC ac kn owledges these experts and r e s p e c t s  their o p i ni o ns  on 
these t ec hnical subjects. However, it is a p p ar en t  thi s  Pla n has
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be en  treated as a legal document, not a t e c h ni ca l document; and, 
therefore, it f ails to provi d e t h e  bridg e from the oil spill
experts t o  the  action w h ic h is required. R C A C  re c og ni ze s that
Alye sk a an d  its owner companies are c u r r e n t l y  in l itigation for 
alleged n o n - p er fo rm a nc e rel at in g to the M a r c h  24, 1989 oil spill. 
It appears c e rt ai n  po rt io ns  of the P l a n  a re m i s s i n g  b e c au se  the y  
m a y  impact curr en t  litigation. We b e l ie ve  it is i n c u m be n t u p o n  A D E C  
and other r e g u l a t o r y  agencies to insure tha t all per ti ne n t
information and actions are included. The C o m m i t t e e  feels strongly
that oil spill prevention, res po ns e  and c l e a n - u p  should remain 
p a r a m ou n t to any legal aspects and impacts of the Plan.

W he n Alyes ka  first started assemb li ng  the Plan, it i nd icated to 
the RCAC that the Plan w ou l d cover all aspects of spill response: 
from the first dro p of oil h i t t in g  the water, t h r o u g h  the entire 
cleanup, to the r e sp o n s e  to c o m m un it y s ocio e c o n o m i c  impacts, and 
environ me nt al  mitigation. The Plan h as e v o lv ed  to a t hree d a y  pl an  
of initial response, w h i c h  will the n be h a n d e d  off to the spiller 
w h i c h  m a y  fu nction under an e ntirely d i f f e re n t plan. T h e  Committee 
foresees that a v a c u u m  of clea n- up  r e s p o n s i b i l i t y  w i ll  likely 
develop after the initial 72 hours cf response. The  R C A C  s t r o n g l y
opposes this evolution. W e  feel t here s ho ul d b e  only one plan
w h ic h wi ll  cover all aspects of spill p r e v e n t i o n  a nd response. This 
one Plan w o u l d  be followed no m a t te r w h i c h  m e m b e r  c o n tr o ls  the  
team.

It is incumbent u p o n  this Co mmittee to p o i n t  o ut to the pu blic and 
our cons ti tu en cy  that this Plan is limited in g e o g r a p h i c  area and 
time, it does n ot provide a p la n w h i c h  cover s  the g a mu t of ris k
t ha t oil t r a n s p o r t  pu ts  on the State of Alaska. It is the
r ec om me nd at i on  of this Committee th at  a larger, all e n c o m p a s s i n g  
plan be draf te d  w h i c h  includes the areas e x c l u d e d  in this Plan. 
The larger Pl an  should include ta nker owner plans, PIRO, and state 
and federal agencies. A D E C  should be r e s p o n s i b l e  for o ve rs ee in g 
the deve lo pm en t of a com pr eh en s iv e st at e wi de  "umbrella plan" into 
w hi ch  the Alye sk a Plan should be integ ra te d  w i t h  other cont i ng en cy  
plans cov er in g areas outside of Prince W i l l i a m  Sound and beyond 
Al ye sk a* s 7 2 -hour response.

W h e n  Alyeska b eg an  to as semble this Plan, it sai d the areas outside 
Prince W i l l i a m  Sound that w e r e  impacted by t h e  EXXON VALDEZ oil 
spill w o u l d  be cove r ed  by the Plan. The P l a n  as submitted has no 
p ro vi s i o n s  for p ro te c t i v e  b o om in g or s k i m m i n g  systems outside 
Prin ce  W i l l i a m  Sound. The  Plan does not address any critical 
h a b it at  or c om mu n i c a t i o n  systems outsi de  t he Sound. Yet, the Plan 
states "there will be few c i r c u ms t an ce s in w h i c h  a c at as trophic 
spill can be sub st an t ia ll y c o n t a in ed  a nd removed". W e  already k n o w  
where a spxll not c on tained or r e mo ve d w i l l  go. R C A C  feels strongly 
that the  Pl a n m u s t  addr es s and p r e pa re  a r e s p o n s e  to spills from 
w i t hi n the S ou nd  w h i c h  m i g r at e out  of t h e  Sound. Likewise, we feel 
the Pl an  sh ould cover TAPS trade spills t ha t occur o u ts id e P rince 
W i l l i a m  Sound w h i c h  m a y  impact any of the c o a s t s  of Alaska.



Th e Com mi t te e feels the prem i se  co n tained in the P l a n  t h a t  "there 
wi l l be very few c ir cu mstances in w h i c h  a c a t as t ro ph ic  spill can 
be s u b s t a n t i a l l y  contained and removed" unacceptable, ' W e  beli ev e 
A l y e s k a  m u s t  ad e qu a t e l y  prepare for the c a t a s t r o p h i c  loss of an 
e ntire ca r go  of the largest tanker calling at t he terminal. It is 
our intention to pro vi de  A l ye s ka  with r e c o m m e n d a t i o n s  for 
i nc remental increases .in re sponse c a p ac it y u nt il  such a c o n t i n g e n c y  
can be a d e q u a t e l y  managed. This re sponse c a p a c i t y  m u s t  i n c lu d e not 
o n l y  nam ep la te  c on t ai n m e n t  a nd skimming capacity, but m u s t  include 
strate gi es  for e f f ec ti ve ly  ut il i z i n g  that capacity.

T he R C A C  b e l ie ve s it is mo re  important; to be able to m a n a g e  and 
d e p l o y  30,000 feet of boo m and 10,000 bbl/hr. of s k i m m i n g  capa ci ty  
t ha n to o wn 50,000 feet of boom and 200,000 bbl/hr. of s k i m m i n g  
c ap ac i t y  th at  is ineffectively utilized.

T he RCA C  feels the Plan must clearly state that t he first res po ns e 
p r i o r i t y  is to remove spilled oil from t h e  water. Thi s takes 
p r e c e d e n c e  over r e m o vi ng  oil from the beaches or d i s p e r s i n g  it wit h 
chemicals. It should also be make clear that eco no mi cs  are not the 
criteria b y  w h i c h  spill response decisions are made.PREVEN riOW  is the m os t important section of the Plan. Yet m a n y  of 
the m o s t  important preventative measures are o u ts id e  A l y e s k a * s  
control) or r r e  n ot addressed. The R C A C  feels crude oil sh ould not 
be shipped whe n there is no po ssibility for m e c h a n i c a l  r e c o v e r y  
from the water. The ability to respond to oil s pills in various 
s easons and conditions of wind, sea state, ice and d a r k n e s s  needs 
to be evaluated and quantified. Restr ic ti o ns  to sh ip m en t of crude 
oil need to be implemented based on this data. O t h e r  p r e v e n t a t i v e  
measures, such as restrictions of vessels wi th  a p o l l u t i o n  history, 
t a nk er  hull safety, cr ew  standards,, pi lotage r e q u i r e m e n t s  and 
m a n d a t o r y  vessel traffic systems should be addressed.

Finally, we believe A l y es ka  needs to co ntract for an in d ependent 
R ea diness A u d i t  of the Plan to be con du ct e d on a r e g u la r basis. 
This audit would address equipment, manning, training, d ri l ls  and 
safety, among other things. The Rea di ne ss  A u d i t  w o u l d  assess 
A ly eska*s im pl e me nt at io n of the Plan and the a d e qu ac y of the Plan 
upon its use.REVIEW  OF THE PLAN
The RC AC  feels that this Plan deserves t he m o s t  c o m p l e t e  and 
t h o ro ug h  r e vi ew  possible. A DE C should not be rushed into a p p r ov in g 
this P la n b e c au se  of lack of funds or time: a d e q ua te  f u n d i n g  should 
be p r o v i d e d  by the legislature. Experts from o u ts i de  t h e  De p ar t m e n t  
should be co nt r a c t e d  w i t h  to review the Plan. We b e li ev e t h e  Plan 
should be th or o u g h l y  revi e w by the At t or n e y  G e n e r a l ' s  best staff. 
E ngineers and  spill response experts from a round the w o r l d  should 
be c on sulted for their opinions on the Plan.



in addition, the RCA C  feels the p ub li c r e v i e w  p r o c e s s  has been 
shortchanged. Meet in gs  w e r e  hel d in c om m un i t i e s  at a ti me  w h e n  few 
p e o p l e  h a d  an o p p o r t u n i t y  to r e v i e w  the P l a n  u p o n  w h i c h  they were 
b e i n g  ca lled t o  comment. Ta pe  r e c or di ng s w e r e  b e i n g  m a d e  o f  the 
meetings, b ut t h e r e  w e r e  n o t  p l a n s  to t r a n s c r i b e  t h e  c o m m en ts  and 
no one a p p e a r e d  to be t a ki ng  notes. The Co mm it te e  is concerned 
that a l t h o u g h  m a n y  local cit i ze ns  took the t i m e  to m a k e  their 
comments, t ho se  co mm en ts  cannot b e  consid er e d b y  A D E C  beca us e of 
a lack of a record.

O n c e  the Plan is approved, A D E C  and the. U S C G  m u s t  be adequa te ly  
funded, staff ed  an d di re ct ed  to m o n i t o r  i m p l e m en ta ti o n a nd results 
of th e Plan. Safeguards m u st  be installed to p r e v e n t  c om placency 
an d c o s t  c u t t i n g  me as u r e s  from rem ov in g or w e a k e n i n g  the Plan.

j SAM W O R K

R C A C  is ve ry  co nc e rn ed  about the current r e l a t i o n s h i p  b e tw e en  the 
p a rt ie s w h i c h  m u s t  w o r k  together to ef fectively p r e v e n t  a nd respond 
to oil spills. At present, the membe r s are f r a g m e n t e d  and in 
a dv er sa ri al  roles. The tanker owners, the m a r i n e  pilots, the 
Coast Guard and the A D E C  have to become part of the planning 
process. Let us all commit to w o r k i n g  t o g e t h e r  t o  p r o v i d e  the 
be s t s y s t e m  of p r ot ec ti on  for the Al aska c o a s ta l enviro n me nt  and 
communities.



* n ii Tffi j jfyi'ikMlBBF?

JS|
Ifli. :
j&#’I»l*vV-

CHARLES 
CHRISTIANSEN 
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LARSEN BAY

WAYNE COLEMAN 
KODIAK ISLAND 
BOROUGH

CHRIS GATES 
CITY OF SEWARD 
VP-PORTOPS/
VTS

MARILYN LELAND
C.D.F.U.
SECRETARY

JOHN MCMULLEN 
PSWAC

STACIE PASCAL 
CHUGACH 
ALASKA CORP.

TIM ROBERTSON 
CITY OF 
SliLDOVIA 
VP-O.S.H. 1

ANN ROTHE 
NATLWLD. 
FEDERATION 
CHAIRPERSON
LESLIE SMITH 
MAYOR 
KODIAK Cm

MARGE T1LUON 
CITY OF HOMER

MEAD TREADWELL 
CITY OF 
CORDOVA 
VP'SCIENCE
BILL WALKER 
CITY OF VALDEZ 
TREASURER
JASON WELLS 
CITY OF VALDEZ 
VP-TERM/ENV.

BOX 8
LARSEN BAY, AK 99615

710 MILL BAY RD 
KODIAK, AK 99615

5th & ADAMS 
BOX 167
SEWARD, AK 99664

BOX 939
CORDOVA, AK 99574

PWSAC OFFICE 
CORDOVA, AK 99574

30U0 A STREET 
SUITE 409.
ANCHORAGE. AK 99503

DRAWER B 
SELDOVIA, AK 98623

750 W. 2ND AVE 
SUITE 200 
ANCHORAGE, AK

710 MILL BAY RD. 
KODIAK, AK 99610

P.O. BOX 935 
HOMER, AK 09603

FIRST STREET 
BOX 1210
CORDOVA, AK 99574

609 W. 3rd AVE. 
ANCHORAGE, AK 99501

P.O. POX 602 
VALDEZ, AK 99685

847-2203

486-5736

224-33311 
224-8667{HM)

424-3447(WK)
424-7778(HM

424-7511(WK) 

563-8866(WK)

234<-7469(WK) 
234-7491 (HM)

486-2888

224-3248

424-3430

424-7514

563-8402

234-7430

2 r  1800(WK) -258*4811

486-8642(WK)

235-7Q85(HM)
(CITY)

424
277

-6200(WK)
-3041HHM)

486-8600

235-7085
235-3140

424-6000

263-8251 (WK) 
274-7522(WK)

835-4874IWK)
835-4409(HM)

,263-8320

835*4831
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M lc h u l J . H c a  
J o h n S u n d  
T im o th y  M .W i l l l*  
Edw ard  W w i It, Jr.

M E M O R A N D U M

TO: C h a i r p e r s o n  Drue Pearce, Special Co mm i t t e e  on Oil & Gas
C o m m i t t e e  M e m b e r s

PROM: W a l t e r  B. P a rk er  
C h a i r m a n

I a p p r e c i a t e  the o f f e r  to testi fy  at length on the Gover no r 's  
b il ls  a n d  o u r  r e c o m m e n d a t i o n s  a t  some future date. A ft er  listening 
to the t e s t i m o n y  o f f e re d on Monday, M a r c h  5, by Alyeska, ARCO and 
the State, I h a v e  the fol lo wi ng  sp ec i f i c  comments:

Ability to Respond to Worse Case Scenarios

Mr. A s p l u n d  of A R C O  s t a t e d  a w o r s t  case w o ul d be 1.8 million 
bar re ls  for P r i n c e  W i l l i a m  Sound, e x a c t l y  t h e  figure I would use. 
W h a t  was  not o f f e r e d  b y  i n d u st r y was h o w  do w e  achie ve  this figure. 
It can onl y b e  d o n e  b y  a re gi on al  r e s p on se  pl an  wh ic h brings in the. 
c a p a b i l i t i e s  of all c o n c e r n e d — industry, state, and federal.

T h e  f o l l o w i n g  ha ve  been’1 offered:

A l y e s k a  10K b a r r e l s  per h o u r  name plate 
capacity. A l l o w i n g  for 35% bes t case 
r e c o v e r y  in 72 h o u r s

ARCO, p e r  testimony, with a 2 4 -hour lag 
to a l l o w  for m o b i l i z a t i o n  from We s t Coast

O t h e r  five A l y e s k a  owners

Barrels

252.000

250.000 

(unknown!

502.000

T h e  a b o v e  f i gu r es  are for c o n t a i n m e n t  a nd b e st  case recovery 
situations, xe. less than six foot sea state a nd no more than l 
knot currents.J

—  sWi::. .. — -



A R C O ' s  p r o p o s e d  70,000 t on s k i m m e r  c ould b e  b u il t to recover
25.000 b a rr el s p e r  h o u r  b a s e d  on it h a v i n g  h al f the c a p a c i t y  to 
pump oil out of the w a t e r  t h a t  is c o m m o n  at the V a l d e z  ter m in al  for 
pum pi ng  oil into tankers. T h i s  w o u l d  h a v e  a c a p a c i t y  of 600,000 
barrels per d a y  and allo w in g for a 35% b e s t  case r ec o v e r y  rate, it 
w ould r e c o v e r  630,000 barrels in 72 hours. O ut total b e s t  72-hour 
case r e c o v e r y  is now 1,132,000. T h u s  t he r e m a i ni ng  q u e s t i o n  is how 
to make up the 670,000 barrel difference. A l l o w i n g  for 20% 
evap or at io n of the light ends d u r i n g  this period, or 360,000 
barrels, we can see that w e  are a p p r o a c h i n g  o u r  goal and have
310.000 b a r r e l s  r em ai ni ng  for .which c a p a b i l i t y  m u s t  be 
demonstrated. H e re  is w h e r e  the AP I/ P I R O  r e s po ns e m a y  come in, 
also federal resp on s e from the Navy, the Corp of Engineers, the 
Coast Guard, and if ne ce s s a r y  further A l ye sk a response. In any 
case, b y  a c o m b i n a t i o n  of new t e c h n o l o g y  alre ad y b e i n g  p r o p o s e d  by 
ARCO and by a c c u m u l a t i o n  of o t h e r  s o ur ce s into a r egional response 
plan, w e  h a v e  come close to a c r e d i t a b l e  "worst case response" 
capability.

T h e  nex t q u e s t i o n  is why must this response be m o u n t e d  in 72 
hours. If y o u  e x a m i n e  the oil spill s i m u la ti on s in our report, you 
will note tha t it is a f t e r  72 h o u r s  that the g r e a t e s t  impact on the 
beaches occurs. o n c e  the oil is on the beach, the Commiss io n 
co ns id er s t h e  battl e lost. Therefore, o ur s t r o n g  r e co mm en da t io ns  
are on t he i m m e d i a c y  of the r e s p o n s e  efforts.

As our r e p o r t  shows, Ex x on  Valdez is o n l y  34th on the list of 
65 great oil spills. Thus, the  p o s s i b i l i t y  of spills where the 
entire t a n k e r  load is lost, 1,800,000 b a r r e l s  for Prince Wil li am  
Sound or 500 , 00 0 b a r r e l s  for C o o k  Inlet, is still a v e r y  real worst 
case situation.

T h e r e  a r e  p r e s e n t l y  94 t a nk e rs  l i c e ns ed  f o r  o p e r a t i o n  into 
Alaskan ports.' O n l y  10 ar e "covered by A l y e s k a ' s  p r e s e n t  plan for 
a "worst case" loss; 43 are c o v e r e d  by c o m b i n i n g  the Alyes ka  and 
AR CO  pl*ans, a d d i n g  the large s k i m m e r  as d e s c r i b e d  c ov er s 70 tankers 
leaving only 24 uncovered.

What are th e  costs of a c h i e v i n g  th is  level of protection, 
reme m be ri ng  we are on l y a c h i e v i n g  w o r s t  case p r o t e c t i o n  by 
m ec ha n i c a l  c o n t a i n m e n t  and r e c o v e r y  in go od  w e a t h e r  conditions? 
The costs i n c l u d e d  here are e s t i m a t e d  b y  m e  b ased on our 
contr a ct or s e s t i m at es  for s i m i l a r  equipment.

O n e  T i m e  Costs

A l y e s k a  Costs (already c o m m i t t e d  b ut
no c o s t  b r e a k d o w n  y e t  provided, so this
is m y  e s t im at e $ 6 0, 00 0, 00 0
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A R C O  Costs (less 4 E R V  and 4 o t h e r  vessels
in Alyeska Costs, note th at  this system
serves entire west C oa s t $
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70,000. Ton S k i m me r Costs ($93 m i l l i o n  for
n e w  ship b y  C o m m i s s i o n  e s t i m a t e  plus $20
m i l l i o n  for skim me r  c o n v e r s i o n  by ARCO
estimates S 113.000.000

1.132.000 b a r r e l s  in 72 h ours r e c o ve ry  $ 205,000,000

Full worst Case, a n o t h e r  310/000 barrels 80,000,000

Full Worst Case R e c o v e r y  S y s t e m  in 
g o o d  w e a th er $ 285,000,000

A n n u a l  Costs

Alye s ka
ARCO
70,000 T o n  S k i mm er  
A dd it io na l Re co ve r y

T O T A L

$1 0 ,000,000 
5,000,000 

1 0 ,0 0 0 , 0 0 0  

5 J3.Q0 , 00,0

$30,000,000

O p e r a t i n g  costs as above shoul d c o v e r  72 h o u r  initial period but 
do not c ov er  beach c l e a n u p  costs.

A s s u m i n g  a 10-year d e p r e c i a t i o n  on one time costs, the annual 
costs for "worst case" m e c h a n i c a l  r e c o v e r y  in Prince w i l l i a m  S ound 
are $5 8,000,000 or the p r o f i t s  on 5 days th ro ug hp u t at the Valdez 
terminal, ...

*$6 X 9,750,000 bar re ls
»>From Deakins Report

N ow the q u e s t io n is, w h a t  is the co st  of "worst case recovery" in 
ba d weather. T h e  p r e s e n t  o p t i o n s  are b u r n i n g  or dispersants. 
Future opt io ns  m a y  include g e l l i n g  agents as described in our 
report. The costs of bad w e a t h e r  t r e a t m e n t  are:

Burning, the loss of the ship and c ar go
250.000 T Tankers, new
cargo 1.8 m i l l i o n  b a r r e l s  @ $20 
Total

70.000 T  Tanker, new 
cargo, 5 0 0 , ooo b a r r e l s  @ $20 
Total

$192,000,000
36.000.000 

$218,000,000

$ 9 3 , 0 0 0 , 0 00
10.000.000 

$103,000,000
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T h e  costs of the flights and igniting 
a ge nt s plus recovery of crew $ 250,000

■ ' fill-  ' ' t  '/ ' '

Dispersants: Following the British
m e t h o d  of aerial a pp li ca ti on  and the 
m o s t  favorable 1 to 20 c ru de  to d i s p e r s a n t  
ratio, we require for the w o r s t  case
1,800,000 barrels, some 90,000 barrels 
of dispe r sa nt  or 3,780,000 g a l lo ns  
@ $3/gal $ 11,340,000

C osts of 700 C130 flights of 5 ho ur  
d u r a t i o n  or 3,500 flight hours Q $3500 
p e r  hour*

W o r s t  Case by d is pe rs a nt

$ 12.250.000 

$ 23,590,000

G e l l i n g  agents: This m e t h o d  is untried, untested, and
w h ol ly  hypothetical. The ratio of 40 to 1, agent to oil, 
is the best known and the costs are in the bal lp ar k of 
what is being paid by the US N av y  for gall in g agents.

G e l l i n g  agents 45,000 barrels, 6,250 
to ns  or 1,890,000 gal (? $12/gal

C osts of 350 C130 flights of 5 hours 
d u r a t i o n  @ $3500 p er hour*
T ot al

$ .22,680,000

6.125.000 
$ 23,805,000

* Assumes d is pe r s a n t s  or gelling a g e n t s  are located at Anchorage 
or'Kenai.

Thus, it is true that the costs of a worst case response are 
large, wh at ev er  m ethod is used. T h e  al te r n a t i v e  of avo id in g it is 
e qual ly  costly in the long run. T h e  size of the worst case 
s cenario for each region will be g o v e r n e d  by h o w  much risks the 
industry places on the region. Exxon Valde z has shown us that the 
area at risk can be ve ry  large if r e s p on s e is not immediate enough 
to keep the oil from mi gr a ti ng  to ne a r and d i s t a n c e  beaches.

Need for state T a nk er  In s pe c t i o n s

R e g a r d i n g  the need for state i ns p ec t i o n  on b o a r d  tankers, our 
report d e t a il s the sorry h i st or y of how the Coast Gu ar d backed off 
after 1979 w h e n  the A l ye sk a owners' law suit and later legislative 
action e l i m i n a t e d  the state p r e s e n c e  on tankers. The Coast Guard 
budget on m a r i n e  safety, w h e r e i n  shi p i ns pe c t i o n s  lie, was cut 28% 
b e tw ee n 1982 and 1989. A l l o w i n g  for in flation this was a real cut
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of 40%. T h e  fleet, meanwhile, aged another 7 years, with only two
ne w a d d i t i o n s  Exxon Vald ez  and Exxon Long B e a c h , being added in 
this period. Thus, inspections dropped as the ships g o t  older. The 
Coast G u a r d  t es ti fi e d at length about its concerns wi th  increasing 
hull f a t i g u e  befor e H ou se  Resources on J a n u a r y  24. Despite this 
c o n c e r n  of the Coast Guard, I v i e w  the chances of m a j o r  budget 
i nc reases in m a ri ne  safety as small unless the initiatives come 
Congress.
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February 21, 1990

T h e  H o n o r a b l e  S a m  C o tt en  
S p ea ke r o f  the House 
A l a s k a  State Le gi sl a t u r e  
P.O. B ox V  
Juneau, A K  99811

De a r Mr. Speaker:

U n d e r  the a u t h or it y of art. Ill, sec. 18, o f  the Al aska 
C onstitution, I a m  transmitting three bills implementing 
r e c o m m e n d a t i o n s  m a d e  by the A l a s k a  Oil Spill Commission.

On e b i l l  a ut ho r iz es  the g o vernor to use the oil and 
h a z a r d o u s  s u bs tance release response fund, estab l is he d under 
A S  46.08.010, to r e s p on d to declared di saster emergencies 
u n d e r  AS 26.23.020 ( c ) T h e  bill also repeals the exception 
in A S  46.04.080(a) that requires the De pa r t m e n t  of 
E n v i r o n m e n t a l  C o n s e r v a t i o n  (DEC) to p e r fo rm  the duties of 
t h e  D i v i s i o n  of E m e r g e n c y  Services during a catastrophic oil 
discharge. Finally, the bill creates in statute the State 
E m e r g e n c y  R esponse Commission, p r e s en t ly  established b y  an 
a d m i n i s t r a t i v e  order.

A n o t h e r  b i l l  e x te n si ve ly  revises AS 46.03.758 - 46.03.763, 
w h i c h  d eals w i t h  civil penalties for oil spills. In 
general, the bi ll  increases penalties "“for spills and 
e l i m i n a t e s  u n wa rr a nt ed  exemptions and defenses.

T he t hi rd  bill strengthens DEC's authority to require 
c o m p l i a n c e  w i t h  oil d is charge c on tingency plans. Of 
p a r t i c u l a r  si gn ificance is the re quirement that appli ca nt s 
for c o n t i n g e n c y  plans m u s t  m a i n t ai n sufficient r es ources to 
c o n t a i n  and remove, w i t h i n  the shortest p ossible time, a 
r e a l i s t i c  m a x i m u m  oil discharge. Next, this bill increases 
the financial respon si bi li t y requirements for offshore oil 
e x p l o r a t i o n  a nd pr od uc t i o n  activities, to guarantee that in 
the e v e n t  of anot he r spill, significant financial resources 
w i l l  e x i s t  to c ompensate dama ge d  parties, including the 
state. Finally, this bill authorizes DEC to ins p ec t oil 
i n d u s t r y  facilities and tankers to guarantee compl ia n ce  w i t h  
c o n t i n g e n c y  plans ,and to assure structural integrity o f  the 
e q u i p m e n t .

S e c t i o n a l  a nalyses of each bill, d escribing the bills in 
detail, w i l l  be provided by m y  staff.
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As you  know, t h e  0x1 Spxll C om mx ss xo n  "Executive Summary,"
issued last month, includes over 50 recommendations.
Through this legislation, as w e l l  as other bills already
u nd er  c onsideration by the legislature (House Bill 409,
Senate Bills 359, 421, and 497), m o s t  of those
recommendations are b e i n g  addressed. Furthermore,
additional legi sl at iv e pr op os al s b a s e d  u p o n  these
recommendations are still under consideration, and, after
re view of the full co mm is si o n report, just released,
additional proposals m i g h t  b e  forthcoming.

The Oil Spill Commission, after ex te nsive study, has 
identified several w a y s  for the state to improve its ability 
to prevent future spills and to b e t t e r  res po n d if a serious 
bill occurs again. Th es e bills^a-re c r itical to prevent 
another d i s a s t e r  like the E x x o n ^ v a l d e z  spill. I therefore 
urge y o u r  serious d i s c u s s i o n //cons^uer/ktioriy a nd passage of 
these measures.

Governor
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Focus on oil spills
Oil spills like the Exxon Valdez inci­

dent off Alaska, Khark 5 oil Morocco, 
and American Trader olf California are 
concentrating the minds of oil compa­
nies on environmental and public rela­
tions repercussions from their world 
tanker operations.
One of the biggest oil transporters. 

Royal Dutch/Shell Group, has moved to 
ensure that tankers on charter to the 
company are adequately insured 
against the potentially crippling costs of 
cleaning up a major spill in a sensitive 
area and meeting any liabilities that 
might emerge from the incident.
Shell has a global interest in pollu­

tion-free tanker operations. On any 
day. the company has 50-60 of its own 
vessels on the high seas. 40 tankers on 
time charter, and another 40 on charter 
for single voyages.

B e e f e d  u p  coverage
Shell International Marine Ltd.. Lon­

don, has told owners of all .tankers 
carrying crude or products for the com­
pany an additional pollution insurance 
clause has been inserted into contracts 
for voyage and time charters, ft will lake 
effect immediately. In the future, the 
clause will become one of the standard 
terms for obtaining business from Shell.
Tanker owners are required to show 

they have oil pollution insurance cover­
age of S700 million that will remain in 
place during the time the vessel is 
working for Shell.
The International Group of P&I (pro­

tection and indemnity) Clubs, which 
cover owners lor risks other than dam­
age to tanker hulls, increased the oil 
pollution coverage to S500 million from 
$400 million effective Feb. 20.

At the same time, the clubs offered 
members an additional voluntary por­
tion of oil pollution coverage of $200 
million to push total coverage to $700 
million.
In a letter to tanker owners. Shell 

said responsible owners would want to 
acquire this additional coverage. And it 
reminded owners that recent events 
had shown that costs of pollution pre­
vention/cleanup can on occasion sub­
stantially exceed the coverage present­
ly available.
Oil pollution is also very much on the 

mind of the Royal Dutch/Shell Group's 
British affiliate, Shell U.K. Ltd.
The company has the dubious dis­

tinction of being the subject of the first 
major prosecution by Britain's newly 

! formed National Rivers Authority.

River  Mersey sp i l l
The case, arose over Shell's spill of 

157 metric tons of very heavy Venezue­
lan crude into the River Mersey in 
Northwest England from a pipeline link­
ing an import terminal to the 262,VOO' 
b/d refinery at Stanlow. Cheshire.
Cleaning up the mess in the Mersey 

estuary cost Shell U.K. £1.4 million 
($2.38 million). The court case cost it 
another £1 million ($1.7 million) in lines, 
a substantial penalty by U.K. stan­
dards.
Imposing the fine, the judge criticized 

Shell for flushing a further 7-tons of 
crude out of the pipeline after the initial 
leak, against the advice of all local 
authorities.
The judge said the fine .would have 

been higher but for Shell's good record 
on conservation and.its support ol the 
arts and other worthwhile causes.

crediting plan 
for interstates

_The Federal Energy Regu­
latory Commission has de­
clined to change 'ts cross 
crediting mechanism in its 
open access transportation 
program for U.S. interstate 
gas pipelines.

In Order 500-I, FERC de­
nied requests for substantial 
changes in its final rule on the 
program.

At the mandate of the Dis­
trict of Columbia Circuit Court 
of Appeals, in Order 500-H 
the commission reaffirmed 
cross crediting but moved the 
take or pay cost recovery 
deadline from Mar. 31.1989. 
to Dec. 31. 1990. and set a 
sunset date for the take or 
pay crediting mechanism: 
Dec. 31.1990. or the date on 
which a pipeline accepts a 
gas inventory charge authori­
zation, whichever occurs first.

Pipelines sought a rehear­
ing. and in Order 500-1 FERC 
agreed to change to 60 days 
trom 30 days the notice peri­
od before which pipelines 
may apply take or pay credits 
to gas they must take.

••No" to other changes
FERC denied requests lor 

other changes, saying Order 
500 has been instrumental in 
encouraging settlements that 
are removing take or pay 
problems. It said pipelines' 
take or pay exposure has de­
creased Irom S10.7 billion in 
1986 to S2.4 billion as of Mar. 
31. 1989.

It again refused to exercise 
its authority under Section 5 
of the Natural Gas Act to 
change or abrogate problem 
gas contracts, as some pipe­
lines have urged. It again 
maintained it lacks authority 
to modify contracts for the 
sale of nonjurisdictional gas.

The Interstate Natural Gas 
Association of America said 
FERC's action "simply re­
peats the justifications it has 
previously made for failing to 
provide take or pay relief and 
takes wholly unjustified credit 
lor settlements that have tak­
en place in spite of. rather 
than because of. its earlier 
actions'..'.'
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. Alyeska president's: support fo r  more DEC 
j [funding is a surprise — but a welcome oneYes, it ’s true the state’s .Department of Environmental Conservation badly needs more money «to adequately do its-job. And yes,, it’s also true that ‘ boosting funds for the agency is a pressing issue that ..lawmakers must face, in their budget• deliberations I this session.: Still, to hear an important oil industry spokesman! talk . the’ same line is astonishing. Yet that’s what !.Alyeska Pipeline Service Co.’s new president. James’.Hermiller, told an Alaska Support Industry Alliance j l ames Hermiller said

.. - j   *. «w me anniuu meeting of tnei meeting Saturday.. . Alaska Support I n d u s t r y  Al«. Mr. Hermiller noted that i \  healthy DEC budget nance, a group made up pri- would help the agency hire, good people, write better; marily. ofpsopkr-wfao-jvorkenvironmental rules, , and better enforce the rules 1 in the t̂t-'businffssv -V—[consistently. It was, in essence, the same line the DEC to®and its. champions will be pushing in the months/ ^frvation needs morQ mQneny'1 ahead. ' ■ \ -i • /  to hire specialists, writdAlyeska and its owner companies have long-beisn jbroad-based environmental foes of the DEC. The relationship has been marked/by J «nd enforce-them con.

By STEVE RINEHARTDaily News reporter 'The new president of Alyeska Pipeline Service Co. took a surprising stand Sat­urday by urging the oil in­dustry to support more fund- ing for state environmental regulation."This may sound strange coming from the president of a company whose rocky his­tory with DEC is well publi-

i

cur-titanic struggles over air and water quality questions, I w-°particularly involving the Valdez pipeline te r m L l. plan and wwk th?n-the*7 ° I I  After the Exxon Valdez oil spill, last March, \therrent system. H e r m i l l e r  s 1 belligerence peaked, with the • two sides lockeaVin nothing short of war. In all, it’s.a- background:tnqt makes Mr. , Hermiller’s remarks among the': mos
’’ rent system, Hermiller under which a company to argue its way fronvbne

Continued from Pago B-1

i

igpermit to. the next.remarkable to come out of the industry in some. time..Not that his attitude isn t a welcome .one. The D E C  oil industry voice. Alyeska is in desperate need of help , and i t . needs allies built and operates the trans- wherever it can find them . I f .i t  finds them am ongtbe-' .A laska- pipeline, and is oil industry, they are as welcome as^those it finds ° Vfn-;a by Arco, Exxon, B P _  among staunch environm entalists. . "  •The DEC shares a measure of the blame for. the Exxon Valdez spill. Its record of industry regulation is a haphazard one marked by weaknesses and lapses in-vigilance. Budget help, with the-improvements, in. manpower and Resources that;'-more money couldbring, would help ease- some- of-the agency’s-problems : who spoke a -and.make Alaska’s-air, •water1,and''land ’safer. V i £ t i o m  .Mr. Hermiller's surprise support for the agency's • ka Bm w»dt »ndbudget has some- degree of self-serving motivation.Alyeska would benefit from' a better-staffed and streamlined DEC. Mr. Hermiller argued1 that, as it stands today, the company encounters waste and frustration in its dealings with.the DEC..But whatever its reasons, Alyeska’s support for a adequately funded DEC w ill be an important Ingredient in the legislature’s budget debate. ‘Should the rest of the oil industry see the wisdom of Mr.Herm iller's position and lend its' support too, suchpressure could win-the agency the funding'.it needs. - - Much of the"'industrial'machinery in those nations dates, to before World War II, Jones said. It is not very energy-efficient. But it can be put In motion quickly; Jones expects to see some major changes this year.

surance the legislature will go along, Brown said.Hermiller was one of a dozen representatives from oil and • related industries who spoke at the gathering.
BP Exploration chief Rod­ney. Chase, repeated indus*- try arguments that state oil taxes are so high they are liriiting exploration for new oil fields.“The state is not being explored. What's out there Is

and the other North SI oil companies." I  fu lly  recognize t there Is a flip side to t issue. Additional fund, may lead to more regt tlon," Hermiller said ir. prepared copy of his spec On the other hand, he sa “ The present system wasteful and frustrating.'H erm iller took o\ Alyeska Oct. 1. For yea the company has tangl with the DEC over air a water quality regulatioi most v isib ly  during t cleanup of .the Exxon Vale oil spill last year.Having an oil indust heavyweight come out for -er DEC budget surpris< Rep. Kay Brown, D-Anchc who has supported pa orts to increase fundir fo£ environmental prote ion. ‘ '" I ’m. really happy to het it,"  she said of Hermiller proposal. "How much in­pact it will have will depen on the extent the rest of th industry says It."Gov. Steve- Cowper ha proposed increasing the DEC budget, but there is n o . asPlease see Page B-3. ALYESKAnot being found," Wade sai It would take the equiv lent of two inajor oil disco . eries a year to make up f. the steady loss in productic from Prudhoe B ay.No matter how much o A laska produces, it is- small part of the global pi< ture of oil prices and pol tics, economist Scott Jonc said. But the biggest pollt cal event in recent months • Eastern European nation dumping-communism In It vor of capitalism — ma boost the price for Alask. oil, he said. •Consumers in Poland Hungary, C ze ch o slo v a k  and othe^ Eastern Europeai nations are demanding thi kinds of products their west em neighbors take for grant ed, Jones said. As they re\ up their industries to meei that demand, they.are going to require a lot more oil.
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Recommendation 55 Private contingency plans

As a prevention incentive, existing regulations should be broadened to insure that 
in fu tiu e  spills the state can recapture all expenses directly o r  indirectly incurred 
by the slate, its subdivisions and private parties to whom the state owes reimburse­
ment o r who have benefited under the state*s oil spill disaster economic-mainte- 
nance program.Disagreement on reimbursable costs that resulted in an economic loss to the state resulted in the cancellation of a contract by which, on the pipeline route, DEC exercised EPA authority overspills, all to the detriment of environmental protection. Reimbursability became a criteria for state response in the E x x o n  V a l d e z  spill, to the detriment of the environment and people injured by the spill. A  fund should be created in state government to help local governments cover public spill costs caused by oil and hazardous substance releases that cannot be charged back to responsible parties.
Private parties carrying oil must have a state-approved plan o f  response to spills 
o f  all sizes, including a worst-case scenario, that can be used under either private, 
federalized  or <(Alaskanized” spill response.

In reviewing plans for unfavorable circumstances, DEC should determine a standard of “goad effort" rather than one based on a fully successful result.We know of no effective way to prevent major damage once oil reaches the intertidal zone arid shore. To be most effective spill response must be immediate to keep oil from spreading or reaching shore and critical habitat. In the case of a spill near shore, it is not the magnitude of the response over time but what is done in the first few hours that offers the most protection.

The state requirement that Alyeska’s contingency plan respond to the “most prob­able” spill, however, put a lid on expectations about response to a worst-case spill. Alyeska did not prepare beyond the state’s minimum standard and did not advocate a higher one.The risk of a catastrophic spill cannot be reduced to zero as long as oil is carried in large quantities. But the interval between spills can be lengthened and the impact mitigatedUnder known and approved technology, it is also incorrect to assume during contingency and response planning that nearly all oil will be recovered. Under extreme circumstances of weather and location, no oil may be recovered. Here the emphasis should be on critical habitat protection.
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P C N / N E W R A N G E / S T E P C L A S S I F I C A T I O N NO. M O N T H S  
(COST)

L O C A T I O N

N e w 18C H a b i t a t  Bi ol og i st  
I II

12
(54.0)

Anchorage

N e w 18C H a b i t a t  B i ol og is t 
I II

12
(61.1)

"Fairbanks

6118 16J C a r t o g r a p h e r  III 3
(13.5)

Anchorage

N e w 8C C l e r k / T y p i s t  III 1.5
(3.8)

Anchorage

6131 7A
/

C l e r k / T y p i s t  III 1.5
(3.5)

Fairbanks

T O T A L $ 13 5. 9

E X P L A N A T I O N

A s  a r e s u l t  of t h e  E x x o n  V a l d e z  oi l spill, it h a s  b e c o m e  a p p a r e n t  
t h a t  e x i s t i n g  o i l  s p il l c o n t i n g e n c y  p l a n s  a r e  inadequate. 
C o n s e q u e n t l y ,  t h e  U.S. C o a s t  G u a r d  (USCG) is r e v i e w i n g  a n d  u p d a t i n g  
its r e g i o n a l  c o n t i n g e n c y  plans, and the s t a t e  i n t e n d s  t o  r e­
ev a l u a t e  t h e  a d e q u a c y  of at l e a s t  the m a j o r  n o n g o v e r n m e n t a l  
c o n t i n g e n c y  plans. T h i s  e f f o r t  h a s  already b e e n  i n i t i a t e d  a n d  w e  
a n t i c i p a t e  that, a t  a minimum, t h e  state w i l l  p a r t i c i p a t e  in 
p l a n n i n g  p r o j e c t s  ' for P r i n c e  W i l l i a m  Sound, C o o k  Inlet, t h e  
B e a u f o r t  Sea, a n d  p o s s i b l y  o t h e r  areas such as t h e  C h u k c h i  Sea. 
t h e  s t a t e  wi ll  a l s o  b e  i n v o l v e d  i n  r e - e v a l u a t i n g  a n d  p o t e n t i a l l y  
e x p a n d i n g  the D i s p e r s a n t  U s e  G u i d e l i n e s  and. W i l d l i f e  P r o t e c t i o n  
G u i d e l i n e s ,  w h i c h  h a v e  i n c o r p o r a t e d  into t h e  U S C G  A l a s k a  R e g i o n  
sp il l c o n t i n g e n c y  plan. In o r d e r  to p r o te ct  t h e  s t a t e ' s  i n t e r e s t s  
in f i s h  a n d  w i l d l i f e  p o p u l a t i o n s ,  habitats, a n d  p u b l i c  u s e s  o f  
t h e s e  resources, A D F & G  w i l l  r e q u i r e  a dd it i o n a l  s t a f f  t o  d e d i c a t e  
s p e c i f i c a l l y  to c o n t i n g e n c y  p la nning.

T h e  p r i n c i p a l  r e s o u r c e s  at r i s k  b e c a u s e  of oil a n d  o t h e r  h a z a r d o u s  
s u b s t a n c e  r e l e a s e s  a re f i s h  a n d  wildlife, a n d  t h e  A D F & G  is t h e  
s t a t e  a g e n c y  w i t h  t h e  e x p e r t i s e  a n d  s t a t u t o r y  m a n d a t e  to p r o v i d e  
i n f o r m a t i o n  and r e c o m m e n d a t i o n s  r e g a r d i n g  t h e s e  resou r ce s.  T h e  
d e p a r t m e n t  m u s t  c o m p i l e  a nd p r ov id e i n f o r m a t i o n  o n  t h e  
di st ri b u t i o n ,  abundance, a nd c r i t i c a l  life f u n c t i o n  ne e ds  of fish 
a nd w i l d l i f e  p o p u l a t i o n s  t h a t  m a y  be aff ec te d b y  a s p i l l  o r  o t h e r  
release. Based on t h i s  i nf or mation, the d e p a r t m e n t  m u s t  r e c o m m e n d  
m i t i g a t i o n  m e a s u r e s  t h a t  w i l l  a f f o r d  the h i g h e s t  p o s s i b l e  l evel of 
fish a n d  w i l d l i f e  p r o t e c t i o n .  E x a m p l e s  of m i t i g a t i o n  d e c i s i o n s  a re

p a g e  2  o f  2



'

HO US E 2/22/90

■
■* ' ' . • ‘

'

di s p e r s a n t  use, i d e n t i f i c a t i o n  o f  a r ea s of h i g h e s t  p r i o r i t y  for 
c o n t a i n m e n t  o r  d e f e n s i v e  booming, id e nt if ic at io n  o f  c r i t e r i a  for 
d e p l o y i n g  s h o r e l i n e  c l e a n u p  equipment and crews, a n d  t h e  s e l e c t i o n  
of s h o r e l i n e  c l e a nu p t e c h n i q u e s  t h a t  will m a x i m i z e  b i o l o g i c a l  
b e n e f i t s  a n d  m i n i m i z e  b i o l o g i c a l  costs.

A t  present, A D F & G  h a s  no funding al lo cated to p e r f o r m  th is  
function. Between F e b r u a r y  16 and J u n e  30 of FY90, A D F & G  w i l l  
need: 9 m o n t h s  of HBIII, 2.25 m o n t h s  of CTIII, a n d  1.0 m o n t h  of
Cartlll. A D F & G  wil l a l s o  requ ir e t w o  computers a n d  f u nd in g for 
o t h e r  s u p p o r t  s ervices as n o t e d  above.
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F i n a n c i a l  R e s p o n s i b i l i t y  R e q u i r e m e n t s '■visa-

TYPE OF FACILITY CURRENT FINANCIAL RESPONSIBILITY REQUIREMENTS HB 567 (Resources) HB 567 (Finance) Proposed CS
Crude Oil Terminals>10,000 bbl. $1 million up to $50 million @ $10/bbl. capacity 5 * 10,000 bbl. None $50 million $50 million $50 million $50 million
Non-Crude Terminals >10,000 bbl. $1 million up to $50 million @ $10/bbl. capacity $1 million up to $50 million @ $25/bbl. capacity Same as the Resources version5 to 10,000 bbl. None None None
Offshore exploration and production facilities $35 million $50 million $50 millionOnshore exploration and production facilities None $20 million $20 million
Crude Oil Tank Vessels and Barges TAPS = $14 million, Non-TAPS = $20 million.TAPS covered for an additional $86 million per vessel. $500 million $100 million -I- @ $300/bbl. capacity
Non-CrudeOil Tank Vessels andBarges Tank Vessels = $20 million, Barges = $1 million $1 million up to $35 million @ $100/bbl. capacity Same as the Resources version




