


A l a s k a  S t a t e  L e g i s l a t u r e
P.O. Box v  

S late  Capitol 
Juneau , A laska 9981!

M E M O R A N D U M

TO: Members, House Resources Committee

DATE: May 14, 1991

RE: SB 263

SB 263 was introduced at the request of electric utilities, barge 
lines and fuel distributors serving rural Alaska. They are faced 
on June 1, 1991 with meeting new oil spill prevention and 
cleanup standards that were included in last year's HB 567. 
Unfortunately, these small companies are having serious 
problems with meeting those new standards by this deadline. In 
fact, there is a strong possibility that many noncrude 
transporters and facility operators will find it necessary to 
either operate illegally or cease operations in the state after 
June 1, 1991, which in turn would pose serious problems for 
residents of bush communities that depend on the delivery and 
storage of noncrude oil for fuel and electrical generation. A 
year's delay would give these companies time to meet the new 
insurance requirements, as well as benefit from the results of 
two noncrude studies that were mandated in last year's 
le g is la tio n .

Crude oil companies on th9 other hand, have indicated their 
intention and ability to be in compliance with the June 1, 1991 
effective date. These companies expressed concern about the 
uncertainty created by meeting those requirements by June 1, 
but not yet having final approval by the Department of 
Environmental Conservation of their amended contingency plans. 
DEC does not expect that review period to be lengthy for the 
major crude oil companies, but there is apparently the
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possibility that these contingency plans will be required to go 
through the consistency review process under the Coastal Zone 
Management Act. A final decision by the Attorney General is 
currently pending. However, the need for some form of "interim 
approval" status has been addressed in this legislation.

The Judiciary CS tor SB 263 does the following:

Section 1: legislative findings which explain the
problems faced by noncrude operators.

Section 2: maintains the current June 1, 1991 effective
date for crude oil.

Section 3: delays the effective for noncrude oil 
operations until June 1, 1992.

Section 4: gives crude oil companies the authority to 
operate with "interim approval" if determined to be 
substantially in compliance with the terms of ch. 191, SLA 1990 
(HB 567), and even if it is determined that c-plans must go 
through the Coastal Zone Management review.

This bill has received a tremendous amount of support from 
throughout the state, especially from southeast and from Kodiak 
on north up the coast. It went through extensive review in the 
Senate Oil and Gas Committee. A companion bill (HB 312) has 
already been heard by the House Oil and Gas Committee and is 
now in House Resources Committee.

I would appreciate your support for this bill.



S B  2 6 3  

B A C K G R O U N D  P A P E R

H is to ry :  On March 24, 1989 the Exxon Valdez ran aground on Bligh 
Reef in Prince William Sound, causing the largest crude oil spill in 
United States history. As a result, the Alaska Legislature and the 
United States Congress significantly strengthened oil spill 
prevention and cleanup standards. One bill - HB 567 - passed late 
last session made three major changes in state oil spill protection:
It established new response planning standards; imposed new 
financial responsibility requirements for contingency plan holders; 
and required prevention measures to be incorporated into 
contingency plans. The new law required that existing contingency 
plan holders comply with these major changes on and after June 1, 
1991.

P r o b l e m :  Although HB 567 was passed as a result of the Exxon 
Valdez Oil Spill and was aimed at the crude oil industry, non-crude 
carriers and facilities are also subject to the changes. The 
Department of Environmental Conservation was charged with 
implementing this law. DEC failed to complete the implementing 
regulations in a timely manner however, and now does not expect 
them to be in place until December 1991, at the earliest. The larger 
oil companies have been working to meet theso new requirements 
for this last year, and will be prepared to do so by HB 567’s June 1, 
1991, effective date. Their contingency plans will also receive the 
highest priority by DEC for review.

The smaller fuel distributors, barge lines, and electric utilities 
serving rural Alaska are not as prepared. They are finding it 
impossible to meet the new financial responsibility requirements. 
Insurance companies have so far not been willing to provide 
insurance and for most companies, self-insurance is not a feasible 
option. Additionally, a study mandated by last year's bill and 
designed to identify appropriate spill response times, specify 
personnel levels and equipment requirements, and identify specific 
locations for oil discharge response equipment depots for noncrude 
oil tankers and barges will not be completed until at least one month 
after the June 1, 1991 effective date. This study's findings could 
have a significant effect on emergency spill response planning by



both transporters and the state. One final uncertainty is that the 
implementing regulations for contingency planning will not be 
finalized by DEC until December at the earliest.

S o lu t io n : SB 263 would delay the effective date untii June 1,
1992, of HB 567 for noncrude operators. This will allow thorough 
consideration of the results of all of the studies and permit 
noncrude transporters and operators to explore other options to 
meet the new financial responsibility requirements. The original 
bill expanded the scope of the studies already required by HB 567 to 
include an assessment of the economic costs of the new 
requirements on noncrude operators, but funding for these studies is 
now being pursued in the supplemental bill. SB 263 as amended in 
the Senate Oil and Gas Committee also gives DEC clear authority to 
grant crude operators interim approval if they find them to be 
substantially in compliance with the new requirements by the June 
1, 1991, date. An Amendment added by the Senate Judiciary 
Committee clarifies that crude operators will be allowed to operate 
under interim approval even if the Attorney General requires 
contingency plans to go through the Coastal Management Program 
review process.



C o m m e n t s  o f  M e e r a  K o h l e r  b e f o r e  S e n a t e  O i l  a n d  G a s  C o m m i t t e e  

h e a r i n g  o n  S B  2 6 3 .

M y  n a m e  i s  M e e r a  K o h l e r .  I a m  t h e  G e n e r a l  M a n a g e r  o f  N a k n e k  

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

f o r  t h e  c o m m u n i t i e s  o f  N a k n e k ,  S o u t h  N a k n e k ,  a n d  K i n g  S a l m o n  i n  

w e s t e r n  A l a s k a .  I w a s  r e c e n t l y  a p p o i n t e d  t o  a  n e w l y  c r e a t e d  s e a t  

o n  t h e  T e c h n i c a l  W o r k i n g  G r o u p  c r e a t e d  b y  A D E C  t o  a s s i s t  i n  t h e  

w r i t i n g  o f  r e g u l a t i o n s  t o  i m p l e m e n t  H B  5 6 7 .  M y  s e a t  i s  a s  a  

r e p r e s e n t a t i v e  o f  A l a s k a  R u r a l  E l e c t r i c  C o o p e r a t i v e  A s s o c i a t i o n  

( " A R E C A " ) .

T h e  f a c t  t h a t  A R E C A  w a s  e s s e n t i a l l y  e x c l u d e d  f r o m  t h e  w o r k  g r o u p  

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

t h e  l e g i s l a t u r e  r e a l i z e d  t h e  e x t e n t  t o  w h i c h  A l a s k a ' s  r u r a l  

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

r e g u l a t i o n s .

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

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

c o m p l e t e l y  r e w r i t t e n  t o  i n c o r p o r a t e  t h e  r e q u i r e m e n t s  o f  H B  5 6 7 .  

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

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

h o u r s .  T h e  A D E C  h a s  t h e  a u t h o r i t y  t o  e x p a n d  t h i s  r e q u i r e m e n t  t o  

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

c a t a s t r o p h i c  s i z e  e n v i s i o n e d  b y  H B  5 6 7  a n d  w e  w e r e  u n a b l e  t o



p e r f o r m  t o  t h e  s t a n d a r d s  o f  o u r  C - P l a n ,  w e  w o u l d  b e  g u i l t y  o f  

c r i m i n a l  b e h a v i o r .

I b e l i e v e  t h a t  i n a d e q u a t e  a t t e n t i o n  h a s  b e e n  p a i d  t o  t h e  f i n a n c i a l  

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

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

r e g u l a t i o n  w r i t i n g  p r o c e s s .

A  f e w  m o n t h s  a g o  t h e  A l a s k a  E n e r g y  A u t h o r i t y  a n d  t h e  A l a s k a  S y s t e m s  

C o o r d i n a t i n g  C o u n c i l  c i r c u l a t e d  t h e  1 5 t h  e d i t i o n  o f  t h e  A l a s k a  

E l e c t r i c  P o w e r  S t a t i s t i c s ,  i n c l u d i n g  d a t a  f o r  c a l e n d a r  y e a r  1 9 8 9 .  

T h i s  s t u d y  d e p i c t s  t h a t  2 0 %  o f  t h e  e n t i r e  i n s t a l l e d  g e n e r a t i o n  

c a p a c i t y  i n  A l a s k a  i s  f u e l e d  b y  d i e s e l  f u e l .  I n  1 9 8 9  3 4 . 4  m i l l i o n  

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

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

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

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

a n d  m a i n t e n a n c e  c o s t s  o v e r .

H B  5 6 7  w i l l  h a v e  a  d i r e c t  a n d  s i g n i f i c a n t  i m p a c t  o n  t h e s e  

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

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

t r a n s p o r t i n g  o i l .  I n  r e m o t e s t  A l a s k a  2 5 - 3 0  c e n t s  i s  m o r e  l i k e l y .  

I n  f o r t u n a t e  c o m m u n i t i e s  l i k e  N a k n e k  w h e r e  w e  h a d  t h e  f o r e s i g h t  t o  

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

t h r o u g h  b u l k  f u e l  p u r c h a s e s ,  w e  w i l l  e x p e r i e n c e  c o s t  i n c r e a s e s  n o t
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o n ly  a s  o u r  s u p p l ie r s  c o m p ly  w i t h  t h e  new r e g u la t io n s  b u t  w i l l  

d o u b le  th o s e  c o s t  in c r e a s e s  as we s e e k  in d e p e n d e n t ly  t o  co m p ly  

o u r s e lv e s .

Who w i l l  p ic k  up  th e s e  new c o s ts ?  F o r  home h e a t in g  f u e l  and

g a s o l in e ,  th e  r u r a l  r e s id e n t  w i l l  p ic k  up  th e  t a b .  F o r  a b o u t 75%

o f  th e  34 m i l l i o n  g a l lo n s  u se d  t o  p ro d u c e  e l e c t r i c i t y ,  th e  s t a t e  

w i l l  p ic k  up  th e  ta b  th ro u g h  th e  PCE p ro g ra m . I f  a m id - p o in t  c o s t  

in c r e a s e  o f  20 c e n ts  p e r  g a l lo n  i s  assum ed, u t i l i t i e s  w i l l  spend 

a b o u t $ 7 ,0 0 0 ,0 0 0 0  m ore  on d ie s e l  i n  th e  n e x t  12 m o n th s . I f  75% o f  

t h a t  c o s t  i s  p a sse d  on th r o u g h  th e  PCE P ro g ra m , a b o u t $ 5 ,0 0 0 ,0 0 0  

w i l l  be  p ic k e d  up  b y  th e  S ta te  o f  A la s k a .

I  b e l ie v e  t h a t  ADEC w i l l  e v e n t u a l l y  h a ve  w o rk a b le  r e g u la t io n s  p u t

t o g e t h e r  —  ta r g e te d  t o  go  i n t o  e f f e c t  F e b ru a ry  1 , 1 9 9 2 . We need 

th e  t im e  t o  p a r t i c i p a t e  i n  t h e  r e g u la t i o n  m a k in g  p ro c e s s  and t o  

in c o r p o r a t e  th e  new r e g u la t io n s  i n t o  o u r  c o n t in g e n c y  p la n s .  I t  

w o u ld  be  a s i g n i f i c a n t  i n j u s t i c e  t o  a l l  r e f i n e d  f u e l  and u se s  i f  

th e  im p le m e n ta t io n  d a te  o f  HB 567 was n o t  d e la y e d  u n t i l  a f t e r  th e  

r e g u la t io n s  a re  w r i t t e n  and  a c c e p te d .

I  th a n k  th e  l e g i s l a t u r e  f o r  in t r o d u c in g  SB 263 w h ic h  p ro p o s e s  t o  

p o s tp o n e  th e  e f f e c t i v e  d a te  o f  HB 567 f o r  n o n -c ru d e  f a c i l i t i e s  

u n t i l  J u n e  1 , 1 9 9 2 . The d e la y  i s  im p e r a t iv e  t o  a l lo w  ADEC and th e  

a f f e c t e d  f a c i l i t i e s  t o  com pose r e g u la t io n s  t h a t  w i l l  f u l l y  m eet th e  

i n t e n t  o f  t h  l e g i s l a t i o n  y e t  be  p r a c t i c a l l y  im p le m e n ta b le .
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Lov n ek s Lam bert M arine L im ited
Low ndes Lam bert H ouac 53 H ustdu iip  London K O I ' 3H L 
Telephone 071-283 2000 
I'acMmtle 071-2831970 ond 071-220 7548 
Tele* 8814631 Cable Elcigvc London EC3
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, Our R e f :  yRLKK/EP/H 1 8 th  M arch , 1991

C«n« Saus* & Company,
Albers MILL B uild ing,
S u i t e  6 2 0 ,
1200 Northwest Front Avenue, 
P o rtlan d ,
Oregon,
U.S.A.

For the  a t te n tio n  of Clnny Vade 

Dear Ginny,

POLLDTIOH

S ta ta  of Alaska P loancla l R sflponaib lllty

Following our recen t correapondenec and telephone conversations 
regard ing  th e  cu rren t p o s itio n  of our London Underw riter* In respec t of 
pcoof of P loaocla l R e sp o n s ib ility , 1 an v r l t ic g  to  advise aa fo llo w s:-

V»'e have a v a ilab le  to us sev era l caclteta f c r  the insurance ol 
P o llu tio n  here  in London, There ore s p e c if ic  lloydo  and /or I n s t i tu te  of 
London U nderw riters oc^bers ptuo varlouo agencies hero In London who wrica 
fo r and on beholf of the aforem entioned. Wc do a lao  p lace a P o llu tio n  
cover s p e c i f ic a l ly  fo r your o f f ic e .  Following the in tro d u c tio n  of the 
United S ta te s  o i l  P o llu tio n  Ace 1990, these Underwriter* reviewed the b as is  
on which th ey  vero prepared to  o f fe r  coverage in  re sp e c t of th is  oxposure. 
The outcome o f th in  review was to  y ‘ **dc*w a l l  previous forma o f cover and 
o f fe r  in  I t s  p lace too "11 -d'1 T .in fo ra , This form does not cover any
a d d it io n a l  coverage in  rc r .c r f ic  S ta te  R egu la tions,
A d d itio n a lly , they no lor.gv ’ . s,r provide any proof of F inancial
R e sp o n s ib ility  under e i th e r  ;he oc any S ta te  R egulation ,

I  do ap p re c ia te  th is  ie  not what you wanted to  hear but must advise 
chat Loedon U nderw riters *re adaaeat tr. th e i r  stand  in chia re sp e c t.

Yo u 'd a in c e r e ly ,

L LO Y D 'S
» « ♦ * g_H  -̂---------r-.i-.w----------------------
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BY FAX

H.E. Masirow,  Esq,
Hob Ins, Kaolan, Miller & Ciresi 

1220 19th St. N.W. Suite 700 

Washington D.C. 20036 

U.S.A.

5th A p r i l  1991

Dear H a l, :

i 1
Certification; A l a s k a  !/

T h a n k  y o u  for your, letter o f  1 st A p r i l  e n c l o s i n g  c o p y  o f  Foss' 

letter o f  28th March.

Perhaps the simplest answer is to u n d e r l i n e  t h a t  the Clubs in 

the Group are not prepared to issue!certificates o f  financial 

responsibility in any of the States. T h i s  seems to have bee n  

accepted now in Alaska w h e r e  in practice c h a r t e r e r s  provide the 

security required under State lav/. :I r e g r e t  t h a t  there is no 

flexibility o n  this issue a nd h o p e  t h a t  F o s s  w i l l  b e  a b l e  t o  

r e a c h  a  satisfactory conclusion w i t h  the St a t e  authorities.

Yours sincerely,

D.J.L. Watkins
I
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A l a s k a  S t a t e  L e g i s l a t u r e

S^nalk S/ea'cJ Co/ynV*<? o «

Plaasa enter into tha record my testimony to t h ®  1 ^

c o m m it te e  o n S & 2 G 3

com m ltt® ®  n am e  

, d i t s d  ____
bllt/3Ub|9 Ct

T h is  a l a t t e r  in  s u p p o r t  o f  SB 263.

K o d ia k  O i l  S a la s  In c .  is  a f u a l  d i s t r i b u t o r  s a r v in g  th a  K o d ia k  
A re a . Ua a re  a f a a l l y  owned b u s in e s s  and have  o p e ra te d  as a 
f a a i l y  b u s in e s s  s in c e  1930.

e

I w o u ld  l i k e  t o  e n c o u ra g e  th e  passage  o f  SB 263 .

The p ro p o s e d  r e g u la t io n s  t h a t  caae o u t o f  HB 367 have  c re a te d  
■any p ro b le e s  f o r  f u e l  d i s t r i b u t o r s  l i k e  u s .

T h e re  a re  so eany unknown f a c to r s  and u nan sw e red  q u e s t io n s .  
T r y in g  t o  c o a p ly  w i t h  r e g u la t io n s  t h a t  d o n f t  a c t u a l l y  e x i s t  is  
v e ry  c o n fu s in g  f o r  b o th  th e  S ta te  DEC and I n d u s t r y .

A p p ly in g  th e  saee s ta n d a rd s  to  A ly e s k a ,  Exon USA and K o d ia k  O i l  
S a le s  In c .  ( o r  e l e c t r i c  u t i l i t i e s  in* W e s te rn  A la s k a )  d '.esn * t  aake 
sense  to  ae . What does  aake sense i s  s e p a r a t in g  th e  is s u e s  o f  
C rude  and N o n c ru d e , th e n  d e s ig n in g  r e g u la t io n s  t h a t  f i t  th e  v e ry  
d i f f e r e n t  i n d u s t r i e s  In v o lv e d  and th e  v e ry  d i f f e r e n t  r i s k s  t o  th e  
e n v ir o n a e n t .

The passage  o f  SB 263 w i l l  a l lo w  f o r  a a c re  o r d e r ly  p ro c e s s , one 
t h a t  aakes  se n se  b o th  to  gove rnm en t and in d u s t r y .  A a o re  o r d e r ly  
p ro c e s s  a a ke s  f o r  b e t t e r  Laws and b e t t e r  R e g u la t io n s ,  r e g u la t io n s  
t h a t  a re  o u ch  b e t t e r  f o r  b o th  g o ve rn m e n t and in d u s t r y .

J ia  R a a a g lia  
V ic e  P re s
K o d ia k  O i l  S a le s  In c  
4B 6 -32 4 5

Signed: - U N  .................   w m m *' * iwmwmmm

T i l t l f l a r  , ^  (  n  r
/ S o c J / c J S  O f  I

R a p re s e m tn g  (O p t io n a l)
E c ^ J ^ y  X o

A d d re a s  ^  .H8C' 52.45"' uX
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TESTIMONY OF SEAFRO MANAGER CONCERNING SB 2 0 3

0 4 / 3 0 / 9 1

SEAPRO i s  a c o o p e r a t i v e  o r g a n i z a t i o n  ma de  up o f  c o m p a n i e s  who  
t r a n s p o r t ,  s t o r e ,  a n d  u s e  b u l k  q u a n t i t i e s  o f  o i l  i n  S o u t h e a s t  
A l a s k a .  W i t h  t h e  e x c e p t i o n  o f  t h e  U n o c a l  t e r m i n a l  i n  
K e t c h i k a n ,  n o n e  o f  t h e  c o m p a n i e s  who make  up  o u r  m e m b e r s h i p  
c a n  be  c o n s i d e r e d  " b i g  o i l " ,  We a r e  p r e d o m i n a n t l y  s m a l l  
b u s i n e s s e s ,  t h e  m a j o r i t y  o f  whom a r e  l o c a l l y  o w n e d .  Our  
me mb e r s  i n c l u d e  t u g  a n d  b a r g e  c o m p a n i e s ,  me d i u m and  s m a l l  
f u e l  t e r m i n a l s ,  m i n i n g  c o m p a n i e s ,  p u l p  m i l l s ,  a n d  o t h e r s .
Our me mb e r s  a r e  l o c a t e d  i n  J u n e a u ,  K e t c h i k a n ,  S i t k a ,  
P e t e r s b u r g ,  W r a n g e l l ,  a n d  T h o r n e  B a y .  Some  o f  o u r  me mbe r s  
h a v e  o p e r a t i o n s  w h i c h  s e r v i c e  v i r t u a l l y  a l l  t h e  s m a l l e r  
c o m m u n i t i e s  a n d  h a b i t a t i o n s  i n  t h e  r e g i o n ,  w h i l e  o t h e r s  
s i m p l y  c o n s u m e  o i l  m  s u f f i c i e n t  q u a n t i t y  t o  f a l l  w i t h i n  t h e  
j u r i s d i c t i o n  o f  t h e  new s t a t e  l a w.

We a r e  a r e l a t i v e l y  new e n t i t y ,  h a v i n g  o f f i c i a l l y  s t a r t e d  
a c t i v i t i e s  l a s t  D e c e m b e r  a f t e r  s e v e r a l  m o n t h s  o f  p l a n n i n g  and  
o r g a n i z a t i o n a l  w o r k .  One  o f  t h e  m a i n  p u r p o s e s  o f  o u r  
o r g a n i z a t i o n  I s  t o  p r o v i d e  a m e c h a n i s m  f o r  m a k i n g  b e t t e r  u s e  
o f  t h e  p o l l u t i o n  r e s p o n s e  a s s e t s  w h i c h  a l r e a d y  e x i s t  w i t h i n  
o u r  me mbe r  c o m p a n i e s ,  a n d  t o  s e e k  i m p r o v e m e n t s  i n  t h e  o v e r a l l  
p o l l u t i o n  p r e v e n t i o n  a n d  r e s p o n s e  s y s t e m  w i t h i n  o u r  r e g i o n .

SEAPRO h a s  b e e n  w o r k i n g  w i t h  c o - o p  m e m b e r s ,  ADEC,  t h e  C o a s t  
G u a r d ,  o t h e r  s t a t e  a n d  f e d e r a l  r e s o u r c e  a g e n c i e s ,  l o c a l  
e m e r g e n c y  p l a n n i n g  c o m m i t t e e s ,  a n d  r e s p o n s e  o r g a n i z a t i o n s  
o u t s i d e  t h e  r e g i o n  t o  i d e n t i f y  r e g i o n  s p e c i f i c  n e e d s ,  
c o n d i t i o n s ,  a n d  c o n c e r n s  w h i c h  d i r e c t l y  r e l a t e  t o  t h e  
p o l l u t i o n  p r e v e n t i o n  a n d  r e s p o n s e  i n f r a s t r u c t u r e  o f  t h e  
r e g i o n .

N a t u r a l l y ,  t h e  r e q u i r e m e n t s  o f  s t a t e  l a w  a n d  r e g u l a t i o n  a r e  a  
p o r t i o n  o f  t h e  e q u a t i o n  w h i c h  w i l l  d r i v e  t h e  f i n a l  d e s i g n  o f  
o u r  r e g i o n ’ s  s y s t e m ,  s o  SEAPRO h a s  b e e n  c a r e f u l  t o  p a y  c l o s e  
a t t e n t i o n  t o  d e v e l o p m e n t s  i n  t h o s e  a r e a s ,  b u t  e s p e c i a l l y  t o  
t h e  n o n - c r u d e  o i l  r e g u l a t i o n s  p r o m u l g a t e d  u n d e r  HB 5 6 7 .

L a s t  T h u r s d a y  a n d  F r i d a y ,  I p a r t i c i p a t e d  i n  a  t wo  d a y  m e e t i n g  
i n  A n c h o r a g e  o f  a  w o r k i n g  g r o u p  d e a l i n g  w i t h  ADEC’ s  d r a f t  
f i n a n c i a l  r e s p o n s i b i l i t y  a n d  c o n t i n g e n c y  p l a n  r e g u l a t i o n s  f o r  
n o n - c r u d e  o i l  v e s s e l s  a n d  f a c i l i t i e s .  I p a r t i c i p a t e d  m  t h i s  
w o r k i n g  g r o u p  w i t h  t h e  e x p r e s s  p u r p o s e  o f  t r y i n g  t o  
c o n t r i b u t e  t h e  v i e w B  o f  o u r  r e g i o n ’ s  c o m p a n i e s  who a r e  v e r y  
c o n f u s e d  a s  t o  how t h e y  c a n  c o m p l y  w i t h  s e v e r a l  s p e c i f i c  
p r o v i s i o n s ,  a n d  w h a t  i m p a c t s  t h e s e  r e g u l a t i o n s  w i l l  h a v e  o n  
t h e i r  a b i l i t y  t o  c o n t i n u e  I n b u s i n e s s .  A d d i t i o n a l l y ,  a s  a 
p r o f e s s i o n a l  i n  t h e  p o l l u t i o n  p r e v e n t i o n  a n d  r e s p o n s e  f i e l d s ,  
T hAd h o p e d  t o  s u g g e s t  s p e c i f i c  t e c h n o l o g i c a l  l a n g u a g e  and  
m e t h o d o l o g i e s  w h i c h  c o u l d  I mp r o v e  t h e  w o r k a b i l i t y  o f  t h e  
p r o p o s e d  r u l e s .
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W h i l e  I am n o t  a l l  t h a t  know 1e d g a b 1e a b o u t  i n s u r a n c e  m a t t e r s ,  
i t  a p p e a r e d  t h a t  s o m e  p r o g r e s s  wa s  made  t o w a r d  r e s o l v i n g  
s e v e r a l  o f  t h e  I n s u r a n c e  i n d u s t r y ' s  o b j e c t i o n s  t o  t h e  d r a f t  
f i n a n c i a l  r e s p o n s i b i l i t y  r u l e s  d u r i n g  t h e  f i r s t  d a y  o f  t h e s e  
m e e t i n g s .  U n f o r t u n a t e l y ,  l e s s  p r o g r e s s  wa s  ma d e  I n  
a d d r e s s i n g  t e c h n i c a l  d e t a i l s  o f  t h e  p l a n n i n g  r e g u l a t i o n s .

I t  i s  my o p i n i o n  t h a t  t h e r e  a r e  s e r i o u s  t e c h n i c a l  f l a w s  w i t h  
t h e  d r a f t  p l a n n i n g  r e g u l a t i o n s ,  A d d i t i o n a l l y ,  s o  f a r  a s  I 
c a n  d e t e r m i n e ,  t h e r e  a r e  s t i l l  no  p r e v e n t i o n  r e g u l a t i o n s  
a v a i l a b l e  f o r  ua  t o  w o r k  w i t h ,  I t  i s  I m p e r a t i v e  t h a t  t h e s e  
r e g u l a t i o n s ,  t o g e t h e r  w i t h  t 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 g u l a t i o n s ,  b e  c o n s i d e r e d  a s  a  c o m p r e h e n s i v e  p a c k a g e ,  
e s p e c i a l l y  a s  t h e y  r e l a t e  t o  t h e  i n t e r d e p e n d e n t  s y s t e m  o f  
d i s t r i b u t i o n ,  s t o r a g e ,  a n d  u s e  o f  d i s t i l l e d  o r  r e f i n e d  
p r o d u c t s  w h i c h  e x i s t s  i n  o u r  r e g i o n  o f  t h e  s t a t e .  F a i l u r e  t o  
a d o p t  t h e s e  r e g u l a t i o n s  a s  a  s y s t e m  w i l l  l i m i t  t h e i r  
e f f e c t i v e n e s s  a n d  ma k e  c o m p l i a n c e  t h a t  muc h m o r e  d i f f i c u l t  t o  
a c h i e v e .

D u r i n g  t h e s e  m e e t i n g s ,  i t  w a s  o b v i o u s  t o  me t h a t  t h e r e  i s  a 
g r e a t  g a p  b e t w e e n  w h a t  t h e  DEC t h i n k B  t h e y  a r e  s a y i n g  t o  
i n d u s t r y  w i t h  t h e s e  r e g u l a t i o n s ,  a n d  w h a t  i n d u s t r y  i n  o u r  
r e g i o n  b e l i e v e s  i s  b e i n g  B a l d ,  J h i a  i s  n o t  s i m p l y  a m a t t e r  
o f  s e m a n t i c s .  I t  i s  a l s o  a m a t t e r  o f  o u r  a s s u m p t i o n  o f  how 
t h e s e  r e g u l a t i o n s  w i l l  b e  a p p l i e d  b y  t h e  s t a t e ,  a n d  
i n t e r p r e t e d  b y  t h e  c o u r t s .  T h e s e  a s s u m p t i o n s ,  e v e n  i f  
i n c o r r e c t ,  a r e  e x a c e r b a t e d  b y  a n  a t m o s p h e r e  o f  c o n f u s i o n  
c a u s e d  b y  t h e  l a w  h a v i n g  a n  e f f e c t i v e  d a t e  w h i c h  p r e c e d e s  t h e  
s t a t e ' s  a b i l i t y  t o  c o m p l e t e  a  n o r m a l  r e g u l a t o r y  p r o o e s s .

Many o f  o u r  b u s i n e s s e s  a r e  f i r m l y  c o n v i n c e d  t h a t . t h e y  c a n n o t  
c o m p l y  w i t h  c e r t a i n  p r o v i s i o n s  o f  t h e  r e g u l a t i o n s  b e c a u s e  t h e  
t e c h n o l o g y  t o  m e e t  t h e  r e q u i r e d  s t a n d a r d s  d o e s  n o t  e x i s t .  
T h e r e  i s  a l s o  t h e  p r o b l e m  o f  a c q u i r i n g  a n d  p u t t i n g  i n t o  p l a c e  
c a p i t a l  a s s e t s  w h i c h  may m e e t  s o me  o f  t h e  r e q u i r e m e n t s ,  i n  
t i m e  t o  c o m p l y  w i t h  t h e  l a w ,  F o l l o w i n g  t h i s  l o g i c  t h e n ,  i t  
s h o u l d  b e  o b v i o u s  t h a t  t h e s e  b u s i n e s s e s  b e l i e v e  t h e y  a r e  
f a c e d  w i t h  a  q u a n d a r y .  Do t h e y  c o n t i n u e  i n  b u s i n e s s  k n o w i n g  
t h e y  c a n n o t  c o m p l y  w i t h  t e c h n i c a l  p r o v i s i o n s  o f  t h e  
r e g u l a t i o n s  a n d  h o p e  t h a t  t h e  g o v e r n m e n t  w i l l  c o r r e c t  t h e  
s i t u a t i o n  e v e n t u a l l y ,  o r  s h o u l d  t h e y  s t r i c t l y  c o m p l y  w i t h  
c u r r e n t  l a w a n d  u n a d o p t e d  r e g u l a t i o n  a n d  c e a s e  d o i n g  
b u s  i n e s s ?

I b e l i e v e  t h a t  p r o g r e s s  h a s  b e e n  a n d  w i l l  c o n t i n u e  t o  b e  made  
i n  c o n s t r u c t i n g  p r a c t i c a l  r e g u l a t i o n s  w h i c h  c a n  s a t i s f y  t h e  
i n t e n t  o f  t h e  l e g i s l a t u r e ,  H o w e v e r ,  t h e  c u r r e n t  s i t u a t i o n  o f  
HB 567 b e c o m i n g  e f f e c t i v e  i n  a d v a n c e  o f  i m p l e m e n t i n g  
r e g u l a t i o n s  c r e a t e s  a n  a r t i f i c i a l  b a r r i e r  t o  p r o g r e s s  a n d  on  
a t m o s p h e r e  o f  u n c e r t a i n t y  f o r  o u r  membe r  b u s i n e s s e s .
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T h e  w o r k  t o  c r a f t  f u n c t i o n a l  r e g u l a t i o n s  i m p l e m e n t i n g  HB 567  
h a s  a t  l e a s t  b e g u n ,  b u t  t h e r e  i s  a  l o n g  way  t o  g o .  T h e  DEC,  
o u r  b u s i n e s s e s ,  a nd  t h e  c o m m u n i t i e s  o f  o u r  r e g i o n  n e e d  t i m e  
t o  d o  t h i s  w o r k .  I b e l i e v e  t h a t  SB 2 6 3  w i l l  g i v e  u b  a n  
o p p o r t u n i t y  t o  d o  t h i s  w o r k .  Mor e  i m p o r t a n t l y ,  i t  w i l l  a l s o  
g i v e  o u r  member  c o m p a n i e s  s o me  a s s u r a n c e  t h a t  w h i l e  t h e  
r e g u l a t i o n s  a r e  b e i n g  c r a f t e d ,  t h e y  c a n  c o n t i n u e  i n  b u s i n e s s  
w i t h o u t  t h e  f e a r  t h a t  t h e y  may b e  u n i n t e n t i o n a l l y  b r e a k i n g  
t h e  l a w .  I u r g e  t h e  l e g i s l a t u r e  t o  a d o p t  S3  2 6 3 .

R.  M. M u l l e n  
M a n a g e r
S o u t h e a s t  A l a s k a  P e t r o l e u m  R e s o u r c e  O r g a n i z a t i o n



/
May 3, 1991

The H o n o ra b le  B i l l  Hudson 
A la s k a  S ta te  L e g is la t u r e  
P . O. Box V 
J u n e a u , A la s k a  99811

D ear R e p r e s e n ta t iv e  H udson:

L a s t  y e a r 's  House B i l l  567 goes i n t o  e f f e c t  on Ju n e  1 , 
1 9 9 1 . Taku O i l ,  w h ic h  i s  a s m a ll  b u s in e s s ,  w i l l  be e x p e c te d  to  
o b t a in  in c re a s e d  in s u ra n c e ,  in c re a s e d  e q u ip m e n t to  c le a n  up a s p i l l  
w i t h i n  72 h o u rs  and w i l l  have to  pa y  m ore f o r  f u e l .  A l l  o f  t h i s  
w i l l  be p a sse d  on to  th e  p u b l i c  as a h ig h e r  f u e l  c o s t .

HB 567 was passed  in  r e a c t io n  to  th e  E x x o n /V a ld e z  s p i l l .  
Some c o n s id e r a t io n  s h o u ld  be g iv e n  to  th e  re a s o n  f o r  p a ssa g e  o f  
t h a t  b i l l  v e rs u s  th e  im p a c t on s m a ll  n o n -c ru d e  o p e r a to r s  l i k e  Taku  
O i l ,  I n c .

A c c o r d in g ly ,  I  w o u ld  a p p r e c ia te  y o u r  s u p p o r t  f o r  SB 2 6 3 , 
w h ic h  w i l l  e x te n d  f o r  a y e a r  th e  e f f e c t i v e  d a te  o f  HB 5 6 7 . T h is  
w i l l  a l lo w  f o r  r e a l i s t i c  r e g u la t io n s  to  be p ro p o s e d  ( th e y  a re  n o t 
y e t  a v a i l a b le  to  th e  p u b l i c )  and q u i t e  f r a n k l y ,  g iv e  us a ch a n ce  to  
p e t i t i o n  f o r  a change  in  th e  law  to  re c o g n iz e  th e  i n t e r e s t s  o f  non ­
c ru d e  o p e r a to r s .

I  a p p r e c ia te  y o u r  c o o p e r a t io n .

Y o u rs  v e r y  t r u l y ,

C. E . J c c o b s e n , P r e s id e n t
Taku O i l  Company
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The H o n o ra b le  C h e r i D a v is  
House o f  R e p re s e n ta t iv e s  
Jun ea u , A la s k a  99833

D ea r C h e r i ,  :

In  t h e i r  L e g i s l a t i v e  w isdom , th e  L e g is la t u r e  h a *  seen  f i t  t o  
pass  and im p le m e n t HD S 67, o v e r  th e  o b je c t io n *  o f  b u s in e s s  p e o p le  a l l  
o v e r  th e  s ta te  o f  A la s k a ,  i n  a n o th e r  c la s s i c  c a v e - in  t o  th e  
E n v iro n m e n ta l s p e c ia l  i n t e r e s t  g ro u p s .

As we t o ld  soma o f  yo u  la s t  y e a r ,  no e x i s t i n g  b u s in e s s ,  in  t h i s  
o r  any o th e r  r e g io n ,  c a n  c o m p ly  w ith  th e  E n g in e e r in g  and o p e r a t io n a l  
s ta n d a rd *  s e t f o r t h  by th e  S ta te .

W ith o u t r e l i e f  fro m  y o u , a l l  b u s in e s s e s  s u b je c t  t o  HB 567 w i l l  
be in  v i o l a t i o n  o f  t h a t  la w  as  soon  as i t  becom es e f f e c t i v e ,  w h ic h  i s  
Ju n e  1, 1991.

Some m o d i f ic a t io n s  a re  b e in g  a tte m p te d ,  b u t w i t h o u t  s u p p o r t  o f  
SB 263  and HB 312 by th e  h o use  t o  d e la y  im p le m e n ta t io n  o f  HB 567, i t  
w i l l  be im p o s s ib le  t o  c o n d u c t o u r  b u s in e s s e s  l e g a l l y  u n t i l  r e a l i s t i c  
r e g u la t io n s  can  be im p le m e n te d .

I  and o th e r s  t h a t  a re  b e in g  im p a c te d , u rg e  y o u , as o u r  
r e p r e s e n ta t iv e s  t o  s t r o n g ly  s u p p o r t ,  and le a d  th e  h ouse  in  p a s s in g  HB

In  a n o th e r  v e in .  T h a n k s  f o r  y o u r  s t r o n g  s u p p o r t  f o r  th e  T im b e r 
R e c e ip t*  b i l l  t h a t  came o u t  o f  th e  H ouse, I  am s u re  y o u r  many h o u rs  
o f  th o u g h t and h a rd  w o rk  had a l o t  t o  do w i t h  th e  p a ssag e , and 
e s p e c ia l l y  th e  way i t  p a s s e d . I  ha ve  s e n t S e n a to r  Jo n e s  a l e t t e r  
a s k in g  h is  h e lp  and le a d e r s h ip  in  h a v in g  th e  S e n a te  do th e  same.

312

T h e o do re  M. S m ith

A la s k a  F u e l S e rv ic e  
P .O . Box 749
P e te r s b u rg ,  A la s k a  99833
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vOWAfHAN * ÎICINQhAIT 
T. HCNAV NILftON

Of COU*»Ck 
JA M I *  o NONOALC

III

*0 C. AAA 
"OC. AMO At A % it A AAA 
♦ MA A 7k amu AAA 
IViAQiM'A AAA 
Aki OfMCAt AkAMA AAA

May 6 , 1991

ANCHOMQC, AtAIHA UUAOI
•9091 ^Q xftao  

rCcCCOP'CH (9091 I H I 'I I I I

"C» IAN* ftU'kO'NQ 
lOO Cy»HMAN ftTACtr. lu - re  J* 

AAIM IAN*|, ALAI A A 99701
• 90 71 494-1000 

TllICOK'Cd (9071 AIO'IOSS

t i l l  COHNCCTiCUf AvC . N.*A. 
4UiTt 'IOO 

MAIHlNOTON. O C >0020
• 1021 Q50-9800 

TtulCOC'tfl (2021 019*1027

R e p r e s e n ta t iv e  C l i f f  D a v id s o n  
P .O . Box V
J u n e a u , A la s k a  99811

R e: HB312
O u r F i l e  N o . :  4 0 1 .5 9 0 .1

D ea r R e p r e s e n ta t iv e  D a v id s o n :

We r e p r e s e n t  N o r th e r n  T r a n s p o r t a t io n  Company, L td .  N o r th e rn  
T r a n s p o r t a t io n  i s  an  a f f i l i a t e  o f  I n u v i a l u i t  R e g io n a l C o r p o r a t io n ,  
a C a n a d ia n  N a t iv e  c o r p o r a t io n .  N o r th e rn  T r a n s p o r t a t io n  in te n d s  t o  
s h ip  r e l a t i v e l y  s m a l l  q u a n t i t i e s  o f  r e f i n e d  p ro d u c ts  t o  v a r io u s  
N o r th  S lo p e  c o m m u n it ie s  t h i s  sum m er. The p r o d u c t  w i l l  be 
t r a n s p o r t e d  b y  b a r g e ;  a n d , as  a r e s u l t ,  N o r th e r n  T r a n s p o r ta t io n  
m u s t o b t a in  ADEC a p p r o v a l  o f  b o th  an  o i l  s p i l l  c o n t in g e n c y  p la n  and 
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 .

N o r th e r n  T r a n s p o r t a t io n  s u p p o r ts  t h e  g o a ls  b e h in d  HB312. The 
b i l l  w o u ld  fa c e  up  t o  th e  h a rd  r e a l i t y  t h a t  A la s k a 's  r e f in e d  
p e tro le u m  t r a d e  may be  u n a b le  t o  m e e t th e  new demands o f  HB567, 
w h ic h  w o u ld  o th e r w is e  ta k e  e f f e c t  i n  J u n e . W ith  r e s p e c t  t o  th 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  la w s ,  h o w e v e r, N o r th e rn  
T r a n s p o r t a t io n  u rg e s  t h a t  th e  s c o p e  o f  t h e  l e g i s l a t i o n  be e xp a n d e d . 
W ith o u t  a d d i t i o n a l  s t a t u t o r y  o r  r e g u la t o r y  r e l i e f ,  i n t e r n a t i o n a l  
com m erce i n  r e f i n e d  p r o d u c ts  w o u ld  re m a in  i n  p e r i l .

On th e  o t h e r  h a n d , d e f e r r in g  th e  e f f e c t i v e  d a te  o f  l a s t  y e a r 's  
ch a n g e s  t o  AS 4 6 .0 4 .0 4 0  ( f i n a n c i a l  r e s p o n s i b i l i t y )  w o u ld  d e p r iv e  
in d u s t r y  o f  one b e n e f i c i a l  a s p e c t  o f  t h a t  l e g i s l a t i o n .

The c o m m u n it ie s  t o  be s e rv e d  in c lu d e  B a rro w , W a in w r ig h t ,  
P o in t  L a y , P o in t  Hope and B a r te r  I s l a n d — in  a d d i t i o n  to  a s in g le  
d e l i v e r y  t o  P ru d h o e  B ay.
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L e t  me e x p la in :

A . F in a n c ia l  R e s p o n s ib i l i t y . U n d e r e x i s t i n g  la w  ( t h a t  i s ,  p r e -  
HB567) ,  N o r th e rn  T r a n s p o r t a t io n  w o u ld  be r e q u i r e d  t o  p o s t  
a p p r o x im a te ly  $ 1 7 2 ,0 0 0  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 nde r HB567, 
th e  am oun t w o i^ ld  be in c re a s e d  n e a r ly  t e n f o ld — to  a p p ro x im a te ly  
$ 1 .5 4  m i l l i o n .  I n - a n d - o f - i t s e l f , t h i s  s u b s t a n t ia l  in c re a s e  in  
r e q u i r e d  f i n a n c i a l  r e s p o n s i b i l i t y  w i l l  pose  a s u b s t a n t ia l  h a rd s h ip  
on s m a ll  o p e r a to r s .

M ore  fu n d a m e n ta l ly ,  th e  o p t io n s  f o r  p r o v id in g  f i n a n c i a l  
r e s p o n s i b i l i t y  a re  d e c r e a s in g ,  r a t h e r  th a n  in c r e a s in g .  U nder 
c u r r e n t  la w , N o r th e rn  T r a n s p o r t a t io n  has f o u r  a l t e r n a t e  means o f  
m e e t in g  th 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 ir e m e n ts — s e l f  
in s u r a n c e ,  g u a ra n te e ,  s u r e t y  o r  in s u r a n c e .  H ow eve r, ADEC's 
r e g u la t io n s  a l lo w  a p a r t y  t o  s e l f  in s u r e  o n ly  i f  i t  has s u f f i c i e n t  
U n ite d  S ta te s  a s s e ts .  A nd , th e  same re q u ire m e n t  a p p l ie s  t o  any 
g u a r a n to r  t h a t  th e  com pany m ig h t  s e e k  t o  e m p lo y . See 18 AAC 2 0 .0 5 5  
and 18 AAC 2 0 .0 8 5 . B e in g  a f o r e ig n  com pany, N o r th e rn  
T r a n s p o r t a t io n  i s  th u s  l i m i t e d  t o  tw o  o p t io n s — in s u ra n c e  o r  a 
s u r e t y  b o n d .

H o w e ve r, c u r r e n t  la w  (a s  w e l l  as HB567) r e q u i r e s  t h a t  any 
in s u r e r  o r  s u r e t y  m u s t a g re e  t o  s u b m it  t o  " d i r e c t  a c t io n "  in  A la s k a  
s t a t e  c o u r t s .  " D i r e c t  a c t io n "  means t h a t  th e  i n ju r e d  p a r t y  may sue 
th e  in s u r a n c e  com pany ( o r  s u r e ty )  d i r e c t l y ,  r a t h e r  th a n  th ro u g h  th e  
in s u r e d  (a s  i s  c u s to m a r i ly  th e  c a s e ) . T h e re  has n e v e r  been v e r y  
much d i r e c t  a c t io n  in s u ra n c e  a v a i l a b le ,  p r i n c i p a l l y  b e ca u se  m ost 
P r o t e c t io n  and In d e m n ity  (P & I)  C lu b s  h a ve  d e c l in e d  t o  p r o v id e  i t .  
I t  i s  f o r  t h i s  re a s o n  t h a t  HB567 a l lo w e d  n o n - d i r e c t  a c t io n  
in s u r a n c e  t o  be u se d  f o r  a n y  f i n a n c i a l  r e s p o n s i b i l i t y  i n  e x c e s s  o f  
$50 m i l l i o n .

U n f o r t u n a t e ly ,  th e  d i r e c t  a c t io n  in s u ra n c e  m a rk e t now a p p e a rs  
t o  h a ve  d r ie d  up c o m p le te ly . F o r  e x a m p le , u n t i l  r e c e n t ly  s m a ll  
am oun ts  o f  d i r e c t  a c t io n  in s u ra n c e  w e re  a v a i la b le  th ro u g h  th e  
P o r t la n d  b r o k e r  o f  Gene Sause and  Company. H ow eve r, as th e  
e n c lo s e d  c o r re s p o n d e n c e  in d i c a t e s ,  t h a t  b r o k e r  i s  now no lo n g e r  
a b le  t o  p la c e  a n y  d i r e c t  a c t io n  in s u r a n c e ;  a n d , i t  i s  o u r  
u n d e r s ta n d in g  (b a se d  on c o n v e r s a t io n s  w i t h  ADEC) t h a t  o th e r  
p o t e n t i a l  p r o v id e r s  h a ve  l e f t  t h e  m a rk e t as w e l l .

2
U n d e r e x i s t i n g  la w , o i l  b a rg e s  a re  r e q u ir e d  t o  p o s t  an am ount 

e q u a l t o  th e  am ount r e q u i r e d  u n d e r  th e  f e d e r a l  C le a n  W a te r A c t ,  
w h ic h  was $ 1 5 0 /g ro s s  to n .

3T h is  am ount i s  c a lc u la t e d  on th e  b a s is  o f  th e  c a r r y in g  
c a p a c i t y  o f  th e  c o m p a n y 's  l a r g e s t  b a rg e  o p e r a t in g  i n  A la s k a ,  
m u l t i p l i e d  b y  $ 1 0 0 / b a r r e l .
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T h u s , b o th  c u r r e n t  lav/ and HB567 le a v e  N o r th e rn  T r a n s p o r ta t io n  
(a n d , i n  f a c t ,  any i n t e r n a t i o n a l  c a r r i e r )  in  an im p o s s ib le  
p o s i t i o n .  They r a n n o t  s e l f  in s u r e  b e ca u se  o f  ADEC's re q u ire m e n t  
t h a t  th e  s e l f  in s u r e d 's  a s s e ts  be lo c a te d  in  th e  U n ite d  S ta te s .  
C o n v e rs e ly ,  th e y  c a n n o t o b ta in  d i r e c t  a c t io n  in s u ra n c e ,  because  
none i s  a v a i l a b le .  And, because  t h i s  p ro b le m  a r is e s  u n d e r e i t h e r  
c u r r e n t  la w  o r  HB567, HB312, i n  i t s  c u r r e n t  fo rm , w o u ld  do n o th in g  
t o  a l l e v i a t e  t h i s  b a r r i e r  t o  i n t e r n a t i o n a l  t r a d e .

We w o u ld  t h e r e f o r e  s u g g e s t one o f  tw o  o p t io n s :

1 . The im m e d ia t e lv - e f f e c t iv e  r e p e a l  o f  th e  d i r e c t  a c t io n  
r e q u ir e m e n t  u n d e r  b o th  c u r r e n t  la w  and H B567. We u n d e rs ta n d  th e  
re a s o n s  f o r  th e  d i r e c t  a c t io n  r e q u ir e m e n t .  H ow ever, th e  need f o r  
d i r e c t  a c t i o n  in s u ra n c e  has le s s e n e d  a s  th e  r e s u l t  o f  o th e r ,  n e w ly -  
e n a c te d  f i n a n c i a l  g u a ra n te e s — in c lu d in g  th e  $1 b i l l i o n / i n c i d e n t  o i l  
s p i l l  fu n d  e s ta b l is h e d  u n d e r  th e  1990 f e d e r a l  O i l  P o l lu t i o n  A c t .

M ore  im p o r t a n t ly ,  " d i r e c t  a c t i o n "  in s u ra n c e  i s  no lo n g e r  
p o s s ib le ;  o r

2 . R e p e a l th e  r e q u ir e m e n t ,  in  AD EC 's r e g u la t io n s ,  t h a t  a s e l f  
i n s u r e r ' s  a s s e ts  be d o m e s t ic a l ly  lo c a t e d . ADEC c o u ld  im p le m e n t 
t h i s  c u r e  i t s e l f ,  s in c e  th e  " d o m e s t ic  a s s e t "  re q u ire m e n t does n o t  
a p p e a r  i n  s t a t u t e .  And, we b e l ie v e  t h a t  th e  change  may be 
n e c e s s a ry  f o r  b o th  c o n s t i t u t i o n a l  and p r a c t i c a l  re a s o n s . S ta te s  
may n o t  u n re a s o n a b ly  d is c r im in a t e  a g a in s t  f o r e ig n  o r  i n t e r s t a t e  
com m erce . And y e t  th e  r e c e n t  e v a p o r a t io n  o f  any " d i r e c t  a c t io n "  
in s u r a n c e  means t h a t  th e  ag en cy  i s  d o in g  j u s t  t h a t .  I t  i s  
p r e v e n t in g  a f o r e ig n  c o r p o r a t io n  f ro m  s e l f  in s u r in g ,  y e t  a t  th e  
same t im e  c o n d i t i o n in g  th e  m o s t c o m m e r c ia l ly  r e a l i s t i c  a l t e r n a t i v e  
on an im p o s s ib le  s ta n d a rd .

We h o p e , th ro u g h  th e  d e l i b e r a t io n s  on  HB312, t o  c o n v in c e  ADEC 
t h a t  r e c e n t  e v e n ts  w a r r a n t  th e  r e p e a l ,  and even th e  em ergency  
r e p e a l ,  o f  th e  "d o m e s t ic  a s s e t "  r u l e .  F o re ig n  c o r p o r a t io n s  w o u ld  
s t i l l  be  r e q u i r e d  t o  s u b m it  t o  th e  j u r i s d i c t i o n  o f  A la s k a  c o u r t s ,  
and a p p o in t  an  a g e n t f o r  s e r v ic e  o f  p ro c e s s  i n  A la s k a .

F i n a l l y ,  w h i le  HB312 f a i l s  t o  a d d re s s  th e  r e c e n t  lo s s  o f  th e  
" d i r e c t  a c t i o n "  o p t io n ,  i t  a ls o  o v e r lo o k s  a t  l e a s t  one f a v o r a b le  
p r o v is io n  o f  HB567 whose e f f e c t i v e  d a te  o u g h t n o t  t o  be p o s tp o n e d . 
S p e c i f i c a l l y ,  HB567 expands th e  l i s t  o f  a v a i la b le  m e thods f o r  
f i n a n c i a l  r e s p o n s i b i l i t y  t o  in c lu d e  l e t t e r s  o f  c r e d i t  W h ile  a 
f o r e ig n  c o r p o r a t io n  d e a l in g  w i t h  f o r e ig n  b a n ks  may s t i l l  f i n d  th e  
l e t t e r  o f  c r e d i t  o p t io n  d i f f i c u l t ,  a l lo w in g  a l e t t e r  o f  c r e d i t  
o p t io n  d o e s  p r o v id e  some f l e x i b i l i t y  i n  a t te m p t in g  t o  m eet th e  
r e q u ir e m e n ts  o f  even  c u r r e n t  la w .

2 . O i l  S p i l l  C o n t in g e n c y  P la n s . We s u p p o r t  a one y e a r  e x te n s io n  
o f  th e  e f f e c t i v e  d a te  f o r  H B 5 6 7 's  new o i l  s p i l l  c o n t in g e n c y  p la n
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r e q u ir e m e n ts .  O i l  b a rg e  o p e r a t io n s  l i k e  N o r th e rn  T r a n s p o r t a t io n 's  
o f t e n  n a v ig a te  i n  m ore re m o te  p a r t s  o f  th e  s t a t e ,  w here  c le a n u p  
c a p a b i l i t y  i s  v e r y  l im i t e d .  The d e b a te  o v e r  HB567 fo c u s e d  on 
P r in c e  W il l ' . a m  S ound , w h e re  th e  n a tu r e  o f  th e  t r a d e  b e t t e r  a l lo w s  
f o r  r a p id ,  la r g e  s c a le  in c re a s e s  i n  c le a n u p  c a p a b i l i t y .  O u ts id e  o f  
P r in c e  W i l l i a m  S ound , and p e rh a p s  C ook I n l e t ,  o i l  s p i l l  c le a n u p  
r e s o u r c e s ,  and th e  a b i l i t y  t o  expand  th o s e  re s o u rc e s ,  a re  f a r  m ore  
l i m i t e d .

I n  sum m ary, N o r th e rn  T r a n s p o r t a t io n  s u p p o r ts  HB312, w i t h  th e  
f o l l o w in g  am endm ents:

1 . A r e p e a l  o f  th e  " d i r e c t  a c t io n "  in s u ra n c e  re q u ir e m e n t— u n le s s  
ADEC i s  w i l l i n g  t o  change  i t s  " d o m e s t ic  a s s e t "  r u l e ;  and

2 . The im m e d ia te  im p le m e n ta t io n  o f  t h e  l e t t e r  o f  c r e d i t  o p t io n  f o r  
p r o v id in g  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 n k  y o u  f o r  y o u r  c o n s id e r a t io n  o f  o u r  c o n c e rn s , and we lo o k  
fo rw a rd  t o  w o rk in g  w i t h  th e  c o m m itte e  on t h i s  l e g i s l a t i o n .

S in c e r e ly ,

BIRCH, HORTON, BITTNER & CHEROT

Jq h  K . T i l l i n g h a s t

J K T /k p b

c c :  S e n a to r  A1 Adams
M em bers o f  th e  House R e so u rce s  C o m m itte e  
J a n ic e  A d a i r ,  ADEC
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Alaska State Legislature
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P le a se  enter into the record my testim ony to the p t C .  f  <7 ^ 3
com m ittee nam e

com m ittee on a ^ 3 ___________  _  . dated d S  A t > h c  l ^ l
bill/subject I

We a re  i n  f a v o r  o f  SB 2 6 3 . T h e re  m u s t be an u n d e rs ta n d in g  o f  th e  
d i f f e r e n c e  b e tw e e n  p e r s is t e n t  p e t r o le u m  p ro d u c ts  ( c ru d e  and h e a vy  
o i l s  t h a t  a re  g o in g  t o  hang  a ro u n d  a w h i le )  and n o n - p e r s is t e n t  
p e t r o le u m  p r o d u c ts  ( g a s o l in e ,  d i e s e l ,  and a v ia t io n  f u e ls  t h a t  a re  
g o in g  t o  d is s ip a t e  t h r u  v a r io u s  a ve n u e s  in  s h o r t  t im e )  by  th e  
r e g u la t o r s ,  t o  make HB 567 w o rk a b le .  The in d u s t r y  t h a t  t r a n s p o r t s  
and s to r e s  n o n - p e r s is t e n t  p e t r o le u m  p ro d u c ts  a re  fo r c e d  t o  co m p ly  
w i t h  r e g u la t io n s  t h a t  a re  a im ed  a t  th e  p e r s is t e n t  o i l  t r a n s p o r t e r s .  
T h e re  i s  a d i f f e r e n c e  in  th e  tw o . S o m e th in g  m u s t be done  t o  amend 
th e  r e g u la t i o n s .

The e c o n o m ic  r a m i f i c a t i o n s  o f  HB 567 as i t  s ta n d s  i s  g o in g  t o  be 
f a r  r e a c h in g .  C o n t in u in g  a lo n g  th e  t r a c k l i n e  now s e t ,  th e  num ber 
o f  t r a n s p o r t e r s  i n  b u s in e s s  i s  g o in g  t o  d e c l in e  v e r y  r a p id l y .  Who 
i s  w i l l i n g  t o  m o rtg a g e  th e  com pany t o  p a y  th e  in s u ra n c e  p rem ium  so 
th e y  ca n  t r a n s p o r t  gas and o i l  i n  A la s k a ?  B u t w o rs e  o f  a l l ,  th e  
co n su m e r i n  th e  bush  and th e  s m a l l  c o a s ta l  c o m m u n it ie s  and th e  
S ta te  o f  A la s k a  a re  g o in g  t o  p a y  t h e  c o s t .

To make t h i s  b i l l  w o rk ,  when p a s s e d , th e  l e g i s l a t u r e  and th e  
D e p a r tm e n t o f  E n v iro n m e n ta l C o n s e rv a t io n  (DEC) m u s t be w i l l i n g  t o  
l i s t e n  and  le a r n  fro m  th e  in d u s t r y  ( th e  n o n - p e r s is t e n t  gas and o i l  
t r a n s p o r t e r s  and f a c i l i t y  o p e r a to r s )  on w ho, w hac, w h e re , when and 
how th e  in d u s t r y  f u n c t io n s .  To d a te  i n  d e a l in g  w i t h  DEC and i n  
r e v ie w in g  " p r e l im in a r y  d r a f t  1 /2 8 /9 1  -  o i l  d is c h a r g e  and
c o n t in g e n c y  p la n s " ,  i t  i s  e a s i l y  n o t i c e a b le ,  th e  in e x p e r ie n c e  o f  
p e r s o n n e l in v o lv e d  i n  t h e  r e g u la t o r y  p ro c e s s .

P u t common se n se  and c o m m u n ic a t io n  t o  w o rk  i n  s o lv in g  t h i s  p ro b le m , 
p a s s  SB 263Aand l e t  us  s tu d y  th e  p ro b le m  t o g e th e r .

Signed:
Testifier

^-Bepresenting (Option I)

K . f l .  f e y  S 'S ?  , < 5 / 7 E m . A i C .  W 8 &

Address.

4 s ?  4 4 ? -  B 5 S 1 ____________________________

*honeNa
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UELS
IN C O R PO R ATED

P.O. Box 1947  
Sitka, Alaska 9 9 8 3 5  

Phone (907 )  7 4 7 - 0 4 6 0

P. 1 /4

P oa t4 r brand fax transmittal mamo 7H71 *0rp«QM  ►

6>. to.
(SpT Phon* *

4 c  s - 5- £ 3 2 .
May 2 , 1991

Senator D ick E liason  
P res iden t o f  th e  Senate 
Juneau, Ak.

Dear Senator ELiason:

Thank you f o r  your pr ompt response to  my phone c a l l  t h is  morning, I  am 
enc los ing  copies o f  th a  th re e  le t te r s  I  discussed w ith  you. The problem i s  
th e  o u t f a l l  o f  HB 567, pas Bed la s t  session. The re g u la tio n s  be ing developed by 
th e  DEC a re  n o t in  p lace  and w ith o u t a program you cannot t e l l  the  p la y e rs , 
ThiB i s  gene ra ting ’ much concern amoung p laye rs  and spec ta to rs  a lik e .

A t the  DEC p u b lic  hearing  in  S itk a  yesterday evening a la rg e  p o r t io n  o f  th e  
p u b lic  expressed a degree o f  d e lig h t th a t  tra n s p o rte rs  and o i le r s  were g e t t in g  
what th e y  deserved. I  d id  n o t fa v o r these people w ith  my Economics 101 theme, 
th e  consumer pays f o r  a l l  d ir e c t  and in d ir e c t  c o s t in  the  purchase p r ic e .
I  have been exposed to  p ro je c te d  consumer co s t pe r g a llo n , o f  th e  c u rre n t DEC 
re g u la tio n s , o f  a low  o f  30$ per g a llo n  to  a h ig h  o f  57$ per g a llo n . S itk a  
Fuels i s  go ing to  canply w ith  whatever washes o u t o f  th is  dea l and th e  end 
user w i l l  address a l l  oosts except the  a n x ie ty  fa c to r ,  and ray b lood pressure  
i s  th a  same as tw en ty  years ago.

I  s tro n g ly  supp o r t  th e  p o s it io n  o f  SB 263 by Senators Hoffman and Adams, 
re ques ting  a  d e la y  in  implementing the  e f fe c ts  o f  HB 567 and b r in g in g  
same re a lis m  to  t h is  "Land o f  Oz".

Thank you f o r  vo lu n te e rin g  your s ta f f  to  d is t r ib u te ' to  o th e r addressees.
I  w i l l  FAX d ir e c t  to  th e  L t .  Govenors o f f ic e .  A l l  th e  re a l h a lib u t  fisherm en 
have l e f t  town.

Senator A l Adams 
Senator Sam c o tto n  
senator R ick H a lfo rd  
Senator L loyd Jones 
Speaker Ben Grussendorf 
R epresentative C heri Davis 
R epresentative J e rry  Mackie 
Representative Robin T a y lo r 
L t  Govenor Jack C o g h ill

Don Brown

Enclosuresj Samson 5-1-91
Venneberg 5-1-91
R ib e lin  Low ell and Co. 4-19-91
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Samson Tug & Barge Company. Inc.
Phone (907) 747-8660 • Fax(807) 747-5370 • P.O. Box 559 • Sitka, Alaska 99835

J e r o m e  B r o w n  M a y  l r 1991
Si t k a  Fuels, Inc.
B O X  1947
Sitka, AK. 99835

D e a r  Mr. Brownx

T h i s  l a t t e r  is t o  inform y o u  that effective 1 J u n e  1991, w a  w i l l  
b e  u n a b l e  to d e l i v e r  a n y  p e t r o l e u m  products t o  your facility. D u e  
t o  A l a s k a  statutes (HB567) t h a t  w i l l  become e f f e ctive J u n e  1, 1991, 
S a m s o n  T u g  a n d  B a r g e  w i l l  b e  u n able t o  comply w i t h  the law, w h i c h  
w e  c o n s i d e r  unworkable. F u r ther operations u n d e r  our c o n t i n g e n c y  
P l a n  w o u l d  c o n s t i t u t e  a n  illegal a ction on o u r  part. L i a b i l i t y  
s p i l l  i n s u r a n c e  c o v e r a g e  for t h e  T/B A n n a hootz is m i n i m a l  in 
c o m p a r i s o n  t o  t h e  p o s s i b l e  liabilities t h a t  c o u l d  b e  i n c u r r e d  f o r  
a s p i l l  incident. T h e r e f o r e  b e c a u s e  of r e g u l a t o r y  a ction a n d  
i n c r e a s i n g  cost w e  are f orced t o  discon t i n u e  our f u e l  d e l i v e r y  
service.

Presen t l y ,  t h e r e  is legislative aation to a m e n d  H B  567 and e x t e n d  
p r e v i o u s  r e q u i r e m e n t s  u n t i l  J a n u a r y  1992. In t h e  e v e n t  t h i s  bill,* 
S B  263, passes, w e  w i l l  c o n tinue o u r  fuel o p e r a t i o n  a n d  w i l l  b e  
a b l e  t o  p r o v i d e  y o u  c o n t i n u e d  service.

W e  r e g r e t  this a c t i o n  t o  a long and v a l u e d  customer, h o w e v e r  w e  
m u s t  p r o t e c t  our c o m p a n y  a n d  its employees. T h a n k  y o u  for y o u r  
p a t r o n a g e  a n d  y o u r  understanding.

P. 2/4

Sincerely,

George B a g g e n
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May l ,  1991

225 Harbor Drive 
P.O. Box 199 

Sitka. Alaska 99835
(907) 747-8625 

FAX (907) 747-5065
.Je ro m e  B ro w n  
S i t k a  F u e ls , In o *
P .O . B ox 1947 
S i t k a ,  AK 99835

R e : P o l l u t i o n  L i a b i l i t y
# L 5 5 5 2 /9 0

D e a r J e ro m e :

The  a b o v e  p o l l u t i o n  l i a b i l i t y  p o l i c y  f o r  S i t k a  F u e ls ,  I n c .  i s  d u e  
t o  e x p i r e  on  6 /4 /9 1 .

We h a v e  b e e n  n o t i f i e d  b y  R ib e l i n  L o w e l l  & C o. t h a t  t h e  c u r r e n t  le a d  
u n d e r w r i t e r s  i n  London  f o r  t h i s  p ro g ra m  a re  p u l l i n g  o u t .  T h e y  a r e  
i n  t h e  p ro c e s s  o f  r e m a r k e t in g  t o  new u n d e r w r i t e r s  and  b e l ie v e  t h a t  
t h e y  w i l l  b e  a b le  t o  p la c e  th e  c o v e ra g e  b u t  a t  a s u b s t a n t i a l l y  

'  h ig h e r  p re m iu m . L a s t  y e a rs  c o s t  o f  $ 2 7 ,0 0 0  i s  l i k e l y  t o  in c r e a s e  
t o  s o m e th in g  l i k e  $ 4 0 ,0 0 0  -  $ 5 0 ,0 0 0 .

A s y o u  a r e  a w a re , t h e  p ro b le m  w i t h  m a rk e t in g  t h i s  c o v e ra g e  i s  t h e  
r e q u ir e m e n ts  t h a t  DEC h a s  i n  t h e  " A la s k a  E n d o rs e m e n t" . We a re  i n  
t h e  p r o c e s s  o f  g e t t i n g  q u o te s  f r o m  tw o  o th e r  m a rk e ts  w h ic h  a r e  a b le  
t o  p r o v id e  t h i s  c o v e ra g e  b u t  w i t h o u t  t h e  c u r r a n t  w o rd in g  o f  t h e  
" A la s k a  E n d o rs e m e n t" .

One o f  t h e s e  m a rk e ts ,  A IG , i s  a v e r y  la r g e  w r i t e r  o f  e n v ir o n m e n ta l  
im p a ir m e n t  l i a b i l i t y .  T h e y  h a v e  lo o k e d  o v e r  th e  c u r r e n t  DEC 
r e q u i r e d  w o r d in g  f o r  A la s k a  a n d  b e l ie v e  t h a t  tw o  p ro b le m s  e x i s t .  
One i s  t h a t  t h e  w o rd in g  r e q u i r e s  t h e  i n s u r e r  t o  p a y  f i r s t  d o l l a r  
e x p e n s e  (No D e d u c t ib le ) . The o th e r  p ro b le m  e x is t s  i n  c h a n g in g  t h e  
c o v e ra g e  f r o m  a c la im s  made t o  an  o c c u r re n c e  b a s is .

T he  c u r r 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  la w s ra re  l i m i t i n g  c o m p e t i t io n  
f o r  t h i s  c o v e ra g e  t o  o n ly  one  s o u rc e .  I t  i s  p o s s ib le  f o r  DEC t o  
ch a n g e  t h e  w o rd in g  r e q u ir e m e n ts  and n o t  re d u c e  th e  c o v e ra g e  t h a t  i s  
c a r r i e d  b y  S i t k a  F u e ls .

I f  y o u  h a v e  a n y  q u e s t io n s  on  t h i s  o r  ne ed  a n y  a d d i t i o n a l  
i n f o r m a t io n  p le a s e  l e t  me kno w .

S in c e r e ly ,

M ik e  V e n n e b e rg
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Sam son Tug & Barge Company, Inc
Phone (907) 747-8559 • Fax(907) 747-5370 • P.O.Box 659 • Sitka. Alaska 99835

S e n a to r  D ic k  E l ia a o n  May 2 r 1991
A la s k a  S ta t e  L e g is la t u r e  
P .O . B ox  V
S ta t e  C a p i t o l  B u i ld i n g  
J u n e a u , A K . 9 9 811

D e a r S e n a to r  E l ia s o n :

A m a r in e  i n d u s t r y  o r g a n iz a t io n  f ro m  A n c h o ra g e  a d v is e d  u s  on  F r id a y  
May 2 6 , 1 9 9 1 , o f  S e n a te  B i l l  263 , w h ic h  h a d  b e e n  in t r o d u c e d ,  was 
i n  c o m m it te e ,  and  t h a t  te s t im o n y  w as b e in g  r e c e iv e d  on  t h a t  
a f t e r n o o n .  T h is  b i l l  w o u ld  amend a  p o r t i o n  o f  HB 567 o f  1 9 9 0 . i t  
w o u ld  o f f e r  some r e l i e f  f ro m  th e  r e g u la t io n s  t h a t  go  i n t o  e f f e c t  
on  1 J u n e  1 9 9 1 ; e x te n d in g  p o r t io n s  o f  t h e  r e g s  u n t i l  1 9 9 2 . We ha ve  
s u b m it te d  w r i t t e n  com m ent on  t h i s  b i l l  t o  t h e  O i l  and Gas 
C o m m itte e . Wo i n v i t o  y o u  t o  r e v ie w  t h e  b i l l  a n d  e n c o u ra g e  i t s  
p a s s a g e .

S e n a te  B i l l  2C3 w o u ld  a l lo w  t im e  t o  s tu d y  and  a n a ly z e  n o n -c ru d e  
o p e r a t io n s ,  i n c l u d in g  f a c i l i t y  o p e r a t io n s ,  t r a n s p o r t a t i o n  o f  and 
t h e  e c o n o m ic  e f f e c t s .  The  o p e r a t io n a l  and  e n g in e e r in g  s ta n d a rd s ,  
e s t a b l i s h e d  b y  t h e  s t a t e  i n  HB 5 6 7 , we c o n s id e r  t o  b e  u n w o rk a b le  
and  a s  a  r e s u l t  p e t r o le u m  t r a n s p o r t a t i o n  o p e r a t io n s  b y  o u r  com pany 
w i l l  be  d is c o n t in u e d  on  J u n e  1 , 1 9 9 1 . O p e r a t in g  u n d e r  th B  i n t e r im  
a p p ro v e d  c o n t in g e n c y  p la n  wo now h a v e , p lu s  am endm ents t h a t  m u s t 
b e  m ade, we f e e l  c a n n o t be  done l e g a l l y .  T he  o p p o s i te  o f  c o u rs e  
b e in g  i l l e g a l ,  w h ic h  s u b je c ts  Samson T ug  and  B a rg e  t o  c i v i l  
p e n a l t i e s ,  l a w s u i t s ,  and  p o s s ib le  c r im in a l  a c t i o n .  We h a v e  been  
a d v is e d  t h a t  o t h e r  t r a n s p o r t a t i o n  co m p a n ie s  a r e  c o n s id e r in g  t h i s  
flame a v e n u e .

As o u r  S ta t e  S e n a to r ,  we w o u ld  r e q u e s t  t h a t  y o u  k e e p  u s  u p  t o  d a te  
on  th e  o u tco m e  o f  t h i s ,  b i l l  .and  f u t u r e  b i l l s  c o n c e rn in g  th e  
t r a n s p o r t a t i o n  o f  p e t r o le u m  p r o d u c ts .

S in c e r e ly ,



C ongressm an  G ru s s a n d o r f  
S e n a to r  C o t ta n  
S o n a to r  H o ffm a n

ALBERT M. 
S a fe ty  D i r
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White Pass Alaska

Hay 6, 1991

S e n a to r  Lyman Hoffm an VIA FAX 465-4523
A la sk a  S t a t e  L e g i s l a t u r e  
P .O . Box V
J u n e a u , A la sk a  99811

D ear S e n a to r  H offm an:

W hite P a ss  A la sk a  s t r o n g l y  s u p p o r ts  y o u r S e n a te  B i l l  263 
d e la y in g  th e  im p le m e n ta t io n  o f  th e  e f f e c t s  o f  House B i l l  
567 u n t i l  th e  D ep artm en t o f  E n v iro n m e n ta l C o n s e rv a t io n  can  
d e v e lo p  some r e a l i s t i c  r e g u l a t i o n s .

The p ro p o se d  r e g u l a t i o n s  by DEC a r e  p r a c t i c a l l y  im p o s s ib le  
f o r  non c ru d e  o p e r a to r s  to  m ee t.

W hite P a ss  A la sk a  s p e c i f i c a l l y  e n d o rs e s  t h a t  p o r t i o n  o f  
y o u r b i l l  t h a t  r e q u i r e s  an  econom ic  a n a l y s i s  by DEC o f  i t s  
a c t i o n s .

Thank you and p l e a s e  l e t  u s  know i f  we can  h e lp  y o u . 
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