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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

Glikin! Business
P.O. Box V 

Slate Capitol 
Juneau, Alaska 99811

M E M O R A N D U M

TO: Senator Rick Halford, Chairman
Senate Judiciary Committee

FRCM: ^  "Senator Lyman F. Hoffman
Senator Al Adams 

lator Fred Zharoff

DATE: May 8, 1991

RE: SB 263

SB 263 should be in your committee today following Senator 
Jones' waiver of its Resources Committee referral. We 
respectfully request that you waive the 5-day rule and hear this 
bill at the earliest opportunity.

SB 263 was introduced at the request of electric utilities, barge 
lines and fuel distributors serving rural Alaska. They are faced 

^ ^ g g j i i n p  1, 1991—wtth 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 
leg is la t ion .
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S e n a t o r  L y m a n  F .  H o f f m a n

Alaska State Senate
P.O. Box V • Juneau, Alaska 99811 • (907) 465-4453

MEMORANDUM

TO:

FROM:

DATE:

R E

Senator Jay Kerttula, Co-chair 
Senator Pat Pourchot, Co-chair 
Senate Finance Committee

Senator Lyman F. Hoffman 
Senator Al A dam s ^/ ^

April 30, 1991

Supplemental funding

Last year's HB 567 set new standards and requirements for oil 
spill cleanup and financial responsibility. As a compromise tc 
the non-crude oil industry, two studies were mandated [Section 
30 (a) and (b), ch. 191, SLA 1990 and Section 31, ch. 191, SLA 
1990]. In the rush to pass this major piece of legislation, the 
legislature did not have the opportunity to discuss the economic 
impacts of these changes in oil spill contingency planning.

For that reason, we would like to request supplemental funding 
for the Department of Environmental Conservation for $60.0 
from the 470 fund to include an analysis of the probable 
economic costs and other economic effects that the 
recommended requirements would impose on all noncrude oil 
terminal facilities, tankers and barges and on the persons they 
serve. This report should also include the benefits to the State 
of Alaska through avoided clean-up costs expected through 
implementation of this law. The lapse date of this allocation 
should be July 1, 1992. DEC supports this request.

P.O. Box 763 • Bethel, Alaska 99559 • (907) 543-3543



Crude oil companies on the 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 
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.

SB 263, as amended in the Senate Oil and Gas Committee, 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).

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 has also gone through extensive review 
by the Senate Oil and Gas Committee. A companion bill is now in 
House Resources Committee.

We would appreciate your assistance in seeing that this bill is 
heard quickly. Thank you.

cc: Judiciary Committee memoers



S e n a t o r  L y m a n  F .  H o f f m a nj
Alaska State Senate
P.O. Box V • Juneau, Alaska 99811 • (907) 465-4453 

MEMORANDUM

TO: Members, Senate Oil and Gas Committee

FROM: Senator Lyman F. Floffman

DATE: April 24, 1991

RE: SB 263

On Monday I introduced SB 263 which would delay the effective 
date of last session's HB 567 for one year for noncrude carriers 
and facilities.

I have introduced this legislation at the request of electric 
utilities and fuel delivery companies serving rural Alaska. The 
attached background paper explains the history of the issue, the 
problem, and how SB 263 would address it.

This bill has been sent to the Senate Oil and Gas Committee, 
where the issue has already been the subject of several 
hearings. I am hoping to get a speedy hearing on my bill and 
would appreciate your support for it.

If you have any questions don't hesitate to contact myself or my 
aide Molly McCammon at 4453. Thank you.

  *

P.O. Box 763 • Bethel, Alaska 99559 • (907) 543-3543
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History: 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 rob lem : 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 these 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 ana 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 until 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.



A d d i t i o n a l  F in d in g s  f o r  S e c t io n  1 V
N ew  p a r a g r a p h  a f t e r  # 4  — the A la s k a  D ep a r tm en t  o f  
E n v i ro n m en ta l  C o n s e rv a t io n  has had d i f f i c u l t y  in o b ta in in g  
stud ies and ana ly ses  necessa ry  to support the d eve lo pm en t o f  
regu la t ion s  im p lem en ting  ch . 191 , S LA  1990 , and has re ta ined 
new  c on su lta n jt s _ jo  ass is t it; the requ irem en ts  o f  the new  
re g u la t io n s (sh ou lcQ  have  a substantia l e f fe c t  on the fo rm  and 
c o n t e n F o f  o i l d ischarge p reven tion  and con tingency p lans f i le d  
a f te r  the reg u la t ion s '  p rom u lg a t io n ,  schedu led  f o r  D e c em b e r  
1 9 9 1 ;
N ew  p a r a g r a p h  a f t e r  # 5  — the federa l O i l P o l lu t ion  Act o f  
1 9 9 0  (P u b l ic  L aw  1 0 1 - 3 8 0 )  enacted s tr ingen t new fe d e ra l o i l  
sp i l l requirements ; that act p rov ided  fo r  a phase-in o f  its new 
o i l  s p i l l  p la n n in g  and re sp on se  re q u i rem en ts , a l l o w in g  2 4  
months f o r  p rom u lga t ion  o f  regulations', 6 months f o r  f i l in g  o f  
con t in gency  p lan s , and s ix  months f o r  re v iew  o f  c on t ingency  
p lans ; that act fu r the r p rov id ed  f o r  a 2 4  month adm in is t ra t ive  
e x te n s io n  to a l lo w  the e x e c u t iv e  b ranch  to  r e v ie w  the 
num e rous  new p lans ;
N ew  p a r a g r a p h  a f t e r  # 6  — the p u b l ic ’s in terests w i l l  be 
p ro te c ted  by a u th o r iz in g  a t ran s i t io n  p e r iod  in w h ich  the 
A la s k a  D e p a r tm 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 io n  m ay  
app ro ve  crude o i l  d ischa rg e  p reven t ion  and con t ingency  p lan s  
wh ich  subs tan t ia l ly  c om p ly  w ith the requ irem en ts  o f  ch. .191, 
S L A  1 9 9 0 ;  this t rans it ion  p e r iod  w i l l  a l l o w  d e v e lo pm en t  o f  
regu la t ion s  and p repa ra t ion  o f  p lans wh ich f u l l y  c om p ly  w ith 
the requ irem en ts  o f  those regu la t ion s .

CS SB 263 \\ » 6 \

A la s k a  C o a s t a l  M a n a g e m e n t  P r o g r a m  L a n g u a g e
A d d i t i o n  to  end  o f  S e c t io n  4 ( a )  --  T h e  d e p a r tm e n t ' s  
n o t i f i c a t i o n  o f  s u b s t a n t ia l  c o m p l i a n c e  f o r  the in t e r im  
con t ingency  p lan w i l l  (^constitute a val i d —dete rm ina tren—that—t-he 
i n te r rm  op e ra t io n— Is— eoftsi-stent— w ith— tire— ALasktt— C o a s ta  1 
M-arragcmem  P ro g ram ^) re g a rd le s s  o f  w he the r the d epa rtm en t 
has c om p le ted  any no t ice  p rocess o th e rw ise  requ ired  by the 
A la s k a  C oasta l Management P rog ram  f o r  the in te rim  ope ra t ion .

\a A J U  c M n s O
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A dditional .F indings -fo n „S .e .c tk ii_ l
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N ew  p a r a g r a p h  a f t e r  # 5  -- the fede ra l O i l P o l lu t ion  Act o f  
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app rove  crude o i l  d ischa rg e  p reven t ion  and con t ingency  p lans 
wh ich sub s tan t ia l ly  c o m p ly  w ith the requ irem en ts  o f  ch. 191 , 
S L A  1 9 9 0 ;  this t ra n s i t io n  pe r iod  w i l l  a l l o w  d e v e lo pm en t  o f  
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X Y  A la s k a  C o a s t a l  M a n a g e m e n t  P r o g r a m  L a n g u a g e
A d d i t i o n  to  end  o f  S e c t io n  4 ( a )  -- T h e  d e p a r tm e n t ' s  
n o t i f i c a t i o n  o f  s u b s t a n t i a l  c o m p l i a n c e  f o r  the  in t e r im  
con t ingency  p lan  w i l l  [c o n s t i tu te  a va l id  de te rm ina tion  that the 
in te r im  o p e ra t io n  is  c o n s is te n t  w ith  the A la s k a  C o a s t a l  
M anag em en t P ro g ram ^ ) re g a rd le s s  o f  w he the r the d epa rtm en t 
has com p le ted  any  n o t ic e  p rocess o th e rw ise  req u ired  by the 
A la s k a  C oasta l M anagem en t P rog ram  f o r  the in te r im  ope ra t ion .
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P a g e  2 ,  l i n e  1 6 ,  a f t e r  " c a r g o " ,

IN SERT : " ,  a s  w e l l  a s  t h e  b e n e f i t s  t o  v e s s e l  and  b a r g e  ow n e r s  an d  o p e r a t e r s ,  t h e  p e r s o n s  t h e y  s e r v e ,  and  t h e  S t a t e  o f  A l a s k a  t h r o u g h  a v o i d e d  c l e a n - u p  c o s t s  e x p e c t e d  t h r o u g h  im p l e m e n t a t i o n  o f  t h i s  l a w .
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S e c t i o n  3 0 ( a ) ,  c h .  1 9 1 ,  SLA 1 9 9 0  i s  am ended  t o  r e a d :

( a )  B y  J a n u a r y  3 1 ,  1 9 9 2 ,  t h e  D e p a r tm 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  an  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  w i t h  an  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  [TO 1 0 , 0 0 0 ]  b a r r e l s  o rm o re  i n  o r d e r  t o  d e t e rm in e  f o r  e a c h  f a c i l i t y  ..........  [ r e m a i n d e ro f  s e c t i o n  n o t  s e t  o u t ] .

P ag e  1 ,  l i n e s  7 a n d  8 ,  a f t e r  " f a c i l i t i e s " :
DELETE r e m a i n d e r  o f  s e n t e n c e ,
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IN TH E LEG ISLA TU RE O F  T H E  STA TE O F  A LA SK A

SEVENTEENTH L E G IS L A T U R E  - FIRST SESSIO N

BY

Offered:
Referred:

Sponsors): SENATORS HOFFMAN, Adams, Zharoff

A B IL L  
FO R  AN ACT EN T IT LED

1 "A n  Act relating to oil discharge prevention and contingency plans and financial
2 responsibility requirements fo r oil operations; and providing fo r  an effective date."

3 BE  IT  ENACTED  BY TH E  LE G IS LA T U R E  O F  T H E  STATE OF  ALASKA :
4  * Section 1. F INDINGS. The legislature finds that
5 (1) whereas crude oil companies have indicated their intention and ability to be in
6 compliance with the June 1, 1991, applicability date o f  ch. 191, SLA 1990, including the new oil spill
7 response planning standards and new financial responsibility requirements, the entities involved in the
8 transportation and storage o f  noncrude oil are finding it difficult, i f  not impossible, to meet those
9 requirements by June I , 1991, due to unforeseen developments;

10 (2 ) these developments include the fact that the London insurance markets, historically
11 the source o f  pollution liability insurance underwriting, are steadfastly refusing to offer policies that meet
12 the new financial responsibility requirements imposed by ch. 191, SLA 1990; most notably, they have
13 refused to issue certificates o f  financial responsibility or make themselves available for direct legal action
14 in Alaska courts;

-I-
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1 (3 ) while larger companies involved in the transportation and storage o f crude oil have
2 the financial ability to meet the new financial responsibility requirements through self-insurance, surety
3 bonding, or letters o f  credit, most noncrude transporters and facility operators do not have the financial
4 resources to make use o f  these avenues to satisfy tlie requirements;
5 (4 )  additionally, a study mandated by ch. 191, SLA 1990, designed to identify appropriate
6 spill response rimes, specify personnel levels and equipment requirements, and identify specific locations
7 for o i l discharge response equipment depots fo r noncrude oil tankers and barges will not be completed
8 until at least one month after June 1, 1991; this study’ s findings could have a significant effect on
9 emergency spill response planning by both transporters and the state;

10 (5 ) taken together, the uncertainties posed by these developments create a strong
11 possibility that many noncrude transporters and facility operators will find it necessary to either operate
12 illegally or cease operations in the state after June 1, 1991, which would in turn pose serious problems
13 for the residents o f  communities dependent on delivery and storage o f  noncrude oil products fo r  fuel and
14 electrical generation;
15 (6 ) a one-year delay to June 1, 1992, in the applicability date fo r compliance with the
16 requirements o f  ch. 191, SLA  1990, fo r noncrude transporters and facility operators will allow thorough
17 consideration o f  the study described m (4 ) o f  this section and implementation o f  its findings into
18 emergency response planning; will permit noncrude transporters and operators to explore other options
19 to meet the statute s financial responsibility requirements, including the possibility o f  developing an
20 insurance pool to replace the coverage no longer being offered by the traditional insurance markets; and
21 will provide adequate time for the Department o f  Environmental Conservauon to develop its
22 implementing regulations fo r contingency planning.
23 * Sec. 2. Section 32, ch. 191, SLA 1990, is amended to read:

WORK DRAFT WORK DRAFT WORK DRAFT

24 Sec. 32. TRANSIT IONAL PROV IS IONS , (a) AS 46.04.030(k) - (m), enacted by sec.
25 10 o f  this Act, do not apply to oil discharge prevention and contingency plans fo r  crude oil
26 operations until June 1, 1991. On and after June 1, 1991, a contingency plan fo r a crude oil
27 operation must comply with AS 46 .04 .030(k ) - (m), enacted by sec. 10 o f this Act, regardless
28 o f  whether the contingency plan is due fo r renewal under AS 46.04.030(d), as amended by sec.
29 9 o f  this Act.
30 (b) The amendments to AS 46.04 .040, made by secs. 11 - 18 o f  this Act, do not apply
31 to persons required to show proof o f  financial responsibility fo r c.-ude oil operations until

CSSB 263( ) •2-
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1 June L, 1991. On and after June 1, 1991, proof o f  Financial responsibility fo r a crude oil
2 operatio ,nust comply with AS 46.04.040, as amended by secs. 11 - 18 o f  this Act, regardless
3 o f  whether acceptance o f proof o f  financial responsibility has expired under AS 46 .04 .040 (f) , as
4 amended by sec. 16 o f  this Act.
5 * Sec. 3. Secdon 32, ch. 191, SLA 1990, is amended by adding new subsections to read:
6 (c) AS 46 .04 .030 (k ) - (m), enacted by sec. 10 o f  this Act, do not apply to oil discharge
7 prevention and contingency plans for noncrude oil operations until June 1, 1992. On and after June 1,
8 1992, a contingency plan fo r a noncrude oil operation must comply with AS 46.04.030(k) - (m), enacted
9 by sec. 10 o f  this Act, regardless o f  whether the contingency plan is due for renewal under

10 -XS 46.04.030(d), as amended by sec. 9 o f this Act.
11 (d) The amendments to AS 46.04.040, made by secs. 11 - 18 o f  this Act, do not apply to persons
12 required to show proof o f  Financial responsibility for noncrude oil operations until June I, 1992. On and
13 after June 1, 1992, p roo f o f  Financial respons; dity for a noncrude o il operation must comply with
14 AS 46.04.040, as amended by secs. 11 - 18 o f  this Act, regardless o f  whether acceptance o f  p roof o f
15 Financial responsibility has expired under AS 46 .04 .040(f ) , as amended by sec. 16 o f  this Act.
16 * Sec. 4. IN TER IM  OPERATION, (a) A person with a crude oil discharge prevention and
17 contingency plan that is approved under AS 46.04.030 who submits plan amendments to the department
18 to show compliance with the requirements o f  ch. 191, SLA 1990, may continue to operate i f  the
19 department determines and notifies the person in writing that the contingency plan, as amended.
20 substantially complies with the requirements o f  ch. 191, SLA  1990.
21 (b) The authority to operate under this section is valid only until the earliest o f the following
22 dates:
23 (1 ) the date the department takes action on the amended plan under AS 46 .04 .030 by
24 approving it, disapproving it, or approving it with terms or conditions attached; notwithstanding
25 AS 46.04.030(p), the department’ s action on the amended plan need not occur within 65 days o f
26 submission o f  the amendments:
27 (2 ) the date the department revokes the plan under AS 46.04.030;
28 (3 ) the date the plan's previous approval lapses or expires for failure to be renewed: or
29 (4 ) February 1, 1992.
30 (c) In this section, "department" means the Department o f  Environmental Conservation.
31 * Sec. 5. This Act takes effect immediately under AS 01.10 .070(c ).
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AMENDMENT # 1 to SB 263 (CS marked “J”)

p. 3, section 3 (d), line 11, change [11 - 18] to 11 - 13.

Instead of delaying all of the new provisions concerning financial 
responsibility for one year for noncrude, this amendment would 
delay only the increased amounts of financial responsibility and 
allow the other provisions such as the ability to use a letter of 
credit to go into effect immediately.



M E M O R A N D U M S t a t e  o f  A l a s k a

T O : M ik e  M a n s k e r
P ro g ra m  M a n a g e r, F in a n c ia l R e s p o n s ib il i ty
a n d  O i l  S p i l l  P re v e n t io n
D e p a r tm e n t  o f  E n v ir o n m e n ta l C o n s e rv a t io n F IL E  N O .:

DATE: F eb ru a ry  1, 1991

T H R U : G le n n  A d a m s T E L E P H O N E  N O .: (9 0 7 )  4 6 5 - 2 5 6 0
P ro je c t  A s s is ta n t  F in a n c ia l R e s p o n s ib i l i ty  
D E C S U B J E C T : S u m m a ry  M e m o  

P ro b le m  Is s u e s
FR O M : T e d  L e h rb a c h

In s u ra n c e  M a r k e t  A n a ly s t
D iv is io n  o f  In s u r a n c e  
D e p a r tm e n t  o f  C o m m e rc e  a n d  
E c o n o m ic  D e v e lo p m e n t

P e r y o u r  r e q u e s t  h e re  is  a  tw o  is s u e  s u m m a r y  o f  A S  4 6 .0 4 .0 4 0  a n d  th e  a p p lic a b le  
re g u la t io n s .  18 A A C  2 0 . ,  d e a lin g  w i t h  f in a n c ia l  r e s p o n s ib i l i ty  (FR) re q u ire m e n ts ,  th e  
fo l lo w in g  is  m y  in s ig h t  in to  w h a t  a p p e a rs  to  be  d e v e lo p in g  in to  s e v e ra l c o m p lic a te d  
a n d  a c u te  p ro b le m s .

1. T h e  U n l i m i t e d  L i a b i l i t y  P r o b le m :  D u r in g  m y  l im i te d  "o n  lo a n "  t im e  w i t h  
y o u ,  G le n n  A d a m s  h a s  in fo rm e d  m e  a b o u t  a n  in c re a s in g  p ro b le m . A p p a r e n t ly ,  so m e  
n o n - c r u d e  ta n k e r s  a n d  b a rg e s  a re  h a v in g  g re a t  d i f f i c u l t y  e i th e r  g e t t in g  o r  re n e w in g  
in s u r a n c e  c o v e ra g e  t h r u  th e  L o n d o n  m a r k e t  to  m e e t F R  r e q u ire m e n ts .  S im p ly  p u t ,  
th e  in s u r a n c e  m a r k e t  a v a ila b le  to  th e  s m a lle r  c a r r ie rs  m a y  b e  d r y in g  u p .  T h e  r e s u l t  
c o u ld  b e  t h a t  s o m e  o p e ra to rs  o f  fu e l b a rg e s  o r  fu e l ta n k e rs  c a r r y in g  n o n  c ru d e  w i l l  be  
fo rc e d  in to  n o n - c o m p lia n c e  w i t h  th e  F R  re q u ire m e n ts  e ffe c t iv e ly  p u t t in g  th e m  o u t  o f  
b u s in e s s . T h is ,  o b v io u s ly ,  c o u ld  r e s u l t  in  th e  d is r u p t io n  o f  fu e l d e l iv e r ie s  to  s m a l l  
re m o te  v il la g e s ,  c o m m u n it ie s  a n d  f is h in g  f le e ts .

L a s t  y e a r ,  a s  a n  o b s e rv e r ,  I  a t te n d e d  a  m e e t in g  b e tw e e n  D E C , D e p t,  o f  L a w  a n d  
I n d u s t r y  re p re s e n ta t iv e s  M ik e  P a d d e n  a n  A n c h o ra g e  B r o k e r  a n d  J o h n  G im le t  f r o m  
L L o y d s  o f  L o n d o n .  T h e  p u r p o s e  w a s  to  d is c u s s  t h is  a n d  o th e r  is s u e s .  I t  is  m y  
im p r e s s io n  t h a t  a  c le a r  u n d e r s ta n d in g  o f  th e  " u n l im i te d  l ia b i l i t y "  p ro b le m  r e a l ly  w a s  
n o t  g ra s p e d  b y  th o s e  in  a tte n d a n c e .  T h is  p ro b le m  n e v e r  w e n t  a w a y . I t  n o w  n e e d s  
im m e d ia te  a t t e n t io n .  . . . . . .

I t  s e e m s  T h e  L o n d o n  U n d e r w r i te r s  a n d  P & I C lu b s  m a y  n o t  w is h  to  p ro v id e  th e  c o v e r  
fe a r in g  th e y  m a y  b e  h e ld  to  " u n l im i te d  l ia b i l i t y "  d u e  to  th e  w a y  th e  D E C  F R  la w s  a re  
w r i t t e n .  F o r  E x a m p le ,  4 6 .0 4 .0 4 0  (e) c o n ta in s  th e  fo l lo w in g  la n g u a g 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 )  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  in s u r e r s  
p r o b a b ly  fe e l t h a t  t h is  la n g u a g e  m ig h t  b e  in te r p r e te d  to  m e a n  t h a t  th e y  s ta n d  in  th e  
s h o e s  o f  th e  p o l lu te r .

4

C o n s id e r  th e  fo l lo w in g  s c e n a r io .  C o v e ra g e  is  p ro v id e d  to  a n  in s u r e d  s u b je c t  to  th e  
la n g u a g e  a b o v e , a  lo s s  o c c u rs  w i t h  r e s u l t in g  d a m a g e s  a bo ve  th e  p o l ic y  l i a b i l i t y  l im i t s .  
T h e  in s u r e d  d e c la re s  b a n k r u p t c y  o r  in s o lv e n c y  a n d  t h u s  b e c o m e s  in c a p a b le  o f  
p r o v id in g  fu n d s  fo r  th e  e xce ss  a m o u n t  o f  th e  lo s s . S in c e  th e  p o l lu te r  is  h e ld  to  be  
re s p o n s ib le  o n  a  s t r i c t  l i a b i l i t y  b a s is  fo r  a l l  (1 0 0 % ) d a m a g e s  l is te d  in  th e  a b o ve  
s ta tu te s ,  th e n  th e  in s u r e r s  c o u ld  b e  s u b je c t  to  u n l im i t e d  l i a b i l i t y  u n d e r  a  s t r ic t



M E M O R A N D U M
Ted Lehrbnch 
DEC comments

(A) A d d  la n g u a g e  to  th e  p ro p o s e d  re g u la t io n s  s ta t in g  c le a r ly  th a t  4 6 .0 4 .0 4 0 (e )  is  n o t  
in te n d e d  to  d e fe a t a n  in s u ra n c e  p o l ic y  l im i t  o r  s u r e ty  b o n d  ca p . Y o u  th e n  a s k  th e  
D e p a r tm e n t  o f  L a w  to  p ro v id e  a  c le a r  d e c is io n  o n  th e  is s u e  th a t  w o u ld  h o ld  u p  in  o u r  
c o u r ts .  T h is  m a y  w o r k  to  d e f la te  th e  in d u s t r y 's  fe a rs .

(B) I f  a  s ta tu te  f i x  is  re q u ire d ,  -I w o u ld  re c o m m e n d  a d d in g  la n g u a g e  s im i la r  to  th e  
fo l lo w in g  to  4 6 .0 4 .0 4 0  (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 )  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 , s u b je c t  t o  t h e  l i m i t s  o f  l i a b i l i t y  s e t  f o r t h  in  s u c h  In s u r a n c e  
p o l ic y  o r  e v id e n c e  o f  f in a n c ia l  r e s p o n s ib i l i ty .

2 . T h e  P & I  C lu b  Is s u e : D id  th e  le g is la tu r e  in te n d  to  a llo w  th e  u s e  o f  P & I C lu b s  
fo r  F R  p u rp o s e s  o n  n o n - c r u d e  ta n k e rs  a n d  b a rg e s ?  A c c o rd in g  to  c u r r e n t  o p in io n  
f r o m  th e  D e p t,  o f  L a w , P & I C lu b s ,  w h o  d o  n o t  w is h  to  be s u b je c t  to  d ir e c t  s ta te  
a c t io n  (as  h a s  b e e n  th e  t r a d i t io n a l  fo rm )  m a y  n o t  b e  u s e d  fo r  F R  u n d e r  th e  c u r r e n t  
w o rd in g  o f  A S  4 6 .0 4 0 (1 ). T h is  c o n c lu s io n  is  fo u n d  in  th e  fo o tn o te  o n  th e  la s t  p a g e  o f  
D o u g  M e r tz 's  J a n u a r y  2 4 , 199 1  o p in io n  m e m o .

T h e  r e m a in in g  p o r t io n  o f  th e  m e m o  s p e a k s  to  th e  u s e  o f  P & I c lu b s  fo r  F R  c o v e ra g e  
o n  c r u d e  ta n k e rs ,  s ta t in g  th a t  P & I C lu b s  m a y  o n ly  b e  u s e d  fo r  a m o u n ts  o f  re q u ire d  
F R  in  e x c e s s  o f  $ 5 0  m i l l io n .  T h e  o p in io n  is  s i le n t  o n  w h e th e r  th e  le g is la tu r e  
in te n d e d  to  a l lo w  P & I c lu b s  to  be u s e d  fo r  n o n - c r u d e  c a r r ie rs ,  w h ic h  w o u ld  b e n e f i t  
m o re  f r o m  t h is  e x e m p t io n  th a n  w o u ld  th e  la r g e r  c ru d e  o i l  ta n k e rs  w h ic h  d o  n o t  
se e m  to  h a v e  p ro b le m s  m e e t in g  FR  r e q u ir e m e n ts  d u e  to  t h e i r  a f f i l ia t io n s  to  la rg e  o i l  
c o m p a n ie s .  N o n -c ru d e  c a r r ie rs  a re  o f te n  in d e p e n d e n ts .  I f  th e y  a re  fo rc e d  o u t  o f  th e  
m a rk e t ,  c o m p e t i t io n  d e c re a s e s  a n d  th e  c o n s u m e r  is  h a rm e d .

A n  id e a  to  a l lo w  n o n - c r u d e  c a r r ie rs  to  p ro v id e  a t  le a s t  5 0 %  o f  F R  r e q u ir e m e n ts  t h r u  
P & I c o v e ra g e  w a s  s u g g e s te d  in  th e  D E C  o p in io n  r e q u e s t  o f  N o v . 2 7 ,  1 9 9 0 .  
U n fo r t u n a te ly  th e  id e a  w a s  n o t  d is c u s s e d  a t  a n y  le n g th  in  th e  r e p ly  o p in io n  f r o m  
D e p t, o f  L a w .

I f  n o n - c r u d e  c a r r ie r s  w e re  a llo w e d  to  u s e  P & I c lu b s  w h o  d o  n o t  w is h  to  b e  s u b je c t  to  
d ir e c t  s ta te  a c t io n  f o r  t h e i r  m a x im u m  l i m i t  o f  r e q u ir e d  F R , $ 3 5  m i l l i o n  (b e lo w  th e  
$ 5 0  m i l l i o n  th r e s h o ld ) ,  th e n  th e y  w o u ld  n o t  h a v e  to  s e e k  a d d i t io n a l  c o v e ra g e  a t  
a d d i t io n a l  c o s t.  T h e s e  c a r r ie r s  m u s t  h a v e  P & I c o v e ra g e  a n y w a y  s in c e  th e y  a re  
m a r in e  v e s s e ls . N o n -c ru d e  p re s e n ts  le s s  o f  a  e n v ir o n m e n ta l r i s k  th a n  d o e s  c ru d e .  I f  
t h e i r  p o l lu t io n  F R  re q u ire m e n ts  c a n  be  m e t  w i t h  t h e i r  P & I c lu b ,  i t  w o u ld  e l im in a te  
th e  b u r d e n  o f  o b ta in in g  a d d it io n a l c o ve ra g e , p r o v id in g  th e y  c a n  f in d  i t .  P & I co v e ra g e  
t r a d i t io n a l ly  c o v e rs  p o l lu t io n  c le a n  u p  c o s ts  a n d  th e  l ik e .  H o w e v e r, I t  d o e s  n o t  c o v e r  
a l l  o f  th e  d a m a g e s  l is te d  in  0 4 .0 4 0 (e ).

I f  th e  le g is la tu r e  d id  in te n d ,  as  so m e  w e re  le d  to  b e lie v e , t h a t  n o n - c r u d e  c a r r ie r s  
c o u ld  b e n e f it ,  a t  le a s t  p a r t ia l ly ,  b y  u s in g  P & I c lu b s  fo r  F R  p u rp o s e s , th e  s ta tu te ,  as  
w r i t te n ,  d o e s  n o t  a l lo w  i t  fo r  th e  fo l lo w in g  re a s o n s :

A . N o n -c ru d e  c a r r ie rs  a re  s u b je c t  to  a  m a x im u m  F R  l im i t  o f  $ 3 5  m i l l io n ,  see 
A S  4 6 .0 4 .0 4 0 (c ) (2 ) .
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WALTER J. HICKEL, GOVERNOR

D EPT. OF ENVISION MENTAL CONSERVATION

OFFICE OF THE COMMISSIONER 
P.O. BOX O, JUNEAU, AK 99811-1800

Telephone 
(907) 465-2600

May 3, 1991

The Honorable Sam Cotten
P.O. Box V
Juneau, Alaska 99811

Dear Senator Cotten:
/

You have asked me what actions the Department and the Legislature might take 
regarding the Oil Discharge Prevention and Contingency Plan approvals for crude oil 
operations including expired plans for British Petroleum and Conoco operations on the 
North Slope. You have also asked for a list of other expired contingency plans, and a 
description of the tank facilities located throughout the state.

As of today, the Department has issued interim approvals (until September 1,1991) for 
British Petroleum and Conoco’s facilities to operate under the contingency plans they 
had previously submitted. These plans meet the current contingency planning 
requirements. A condition of this interim approval is that both companies will submit 
amended plans by June 1 and that these amended contingency plans undergo 
consistency review under the Alaska Coastal Zone Management (CZM) Plan (we 
currently have no AG’s opinion to the contrary). The CZM reviews will be initiated 
upon receipt of the amended plans and should conclude in August. If the amended 
plans receive a favorable consistency determination and meet the new response 
planning standards, the conditions of the interim approvals of the contingency plans 
will be removed and the approval dates extended.

Second, the Department occasionally comes across the situation where a contingency 
plan substantially meets the requirements, but may be missing a small element. In 
order to allow these contingency plan nolders to continue to operate, and be bound to 
respond to any spills under an approved plan, the Department suggests an 
amendment (enclosed) to the statutes, which we hope will be included in SB 263. We 
would be happy to explain the need for this revision further with you, your committee, 
and your staff.

Third, a list of other currently expired plans is included. This list is continually 
subject to change. You should be aware that of the 44 expired plans currently 
identified, we are working with 25 facilities that have submitted new or revised 
contingency plans for approval. Nineteen other facilities have not contacted the 
Department regarding their plans (some of these may no longer be operating in the



state). We are sending a letter to the latter group asking them to be in contact with 
the department within 10 days to obtain a compliance order by consent for developing 
a plan, or to cease operations. For all expired plan holders we will insist upon a date 
certain for plan completion.

Fourth, we have included a chart showing the distribution of onshore facility capacities. 

If I can provide any additional information, please contact me.

Sincerely,

Mead Treadwell 
Deputy Commissioner

enclosures
c c :  S e n a to r  Drue P e a rc e

R e p r e s e n t a t i v e  B i l l  Hudson



* S e c .  3 .  INTER IM  APPROVAL STATUS, ( a )  I f  a  p e r s o n  h a s  
s u b m i t t e d  a n  o i l  d i s c h a r g e  p r e v e n t i o n  an d  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 tm e n t  f o r  r e v i e w , t h e  d e p a r tm e n t  may g r a n t  an  i n t e r i m  
a p p r o v a l  o f  t h e  o i l  d i s c h a r g e  p r e v e n t i o n  and  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 tm e n t  d e t e rm in e s  t h a t :

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

( 2 )  t h e  o i l  d i s c h a r g e  p r e v e n t i o n  an d  c o n t i n g e n c y  
p l a n  w o u ld  s u b s t a n t i a l l y  c o m p ly  w i t h  o i l  d i s c h a r g e  p r e v e n t i o n  
an 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  a n d  r e l a t e d  d e p a r tm e n t  
r e g u l a t i o n s  u n d e r  c o n d i t i o n s  s p e c i f i e d  b y  t h e  d e p a r tm e n t .

(b) I f  an i n t e r i m  a p p r o v a l  i s  g r a n t e d  u n d e r  ( a ) (2) o f  
t h i s  s e c t i o n ,  t h e  c o n d i t i o n s  s p e c i f i e d  b y  t h e  d e p a r tm e n t  a r e  
p a r t  o f  t h e  o i l  d i s c h a r g e  p r e v e n t i o n  an d  c o n t i n g e n c y  p l a n  
d u r i n g  t h e  p e r i o d  o f  t im e  f o r  w h ic h  t h e  i n t e r i m  a p p r o v a l  i s  
g r a n t e d .

( c )  An i n t e r i m  a p p r o v a l  i s  v a l i d  f o r  n o  m o re  t h a n  1 3 0
d a y s .

( d )  T h e  d e p a r tm e n t  may r e v o k e  an  i n t e r i m  a p p r o v a l  i f  i t  
d e t e r m i n e s  t h a t  t h e  o i l  d i s c h a r g e  p r e v e n t i o n  an d  c o n t i n g e n c y  
p l a n  i s  n o  l o n g e r  i n  s u b s t a n t i a l  c o m p l i a n c e  w i t h  o i l  d i s c h a r g e  
p r e v e n t i o n  an 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  and  r e l a t e d  
d e p a r tm e n t  r e g u l a t i o n s .

[THIS IS AN AMENDMENT TO SB 263]

S / E ' d —ini Ljto=Q3idiom: t c . i e l m



"Ur A —

( e )  I n t e r i m  a p p r o v a l  u n d e r  ( a )  o f  t h i s  s e c t i o n  
c o n s t i t u t e s  a p p r o v a l  f o r  p u r p o s e s  o f  AS 4 6 . 0 4 . 0 3 0  u n t i l  t h e  
i n t e r i m  a p p r o v a l  e x p i r e s  o r  i s  r e v o k e d .

( f )  T h e  t im e  l i m i t  f o r  a  d e c i s i o n  b y  t h e  d e p a r tm e n t  
u n d e r  AS 4 6 . 0 4 . 0 3 0  ( p )  d o e s  n o t  a p p l y  t o  p l a n s  d e s c r i b e d  u n d e r  
( a )  o f  t h i s  s e c t i o n .

( g )  I n  t h i s  s e c t i o n ,  11 d e p a r tm e n t '• m eans t h e  D e p a r tm 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 ' P ’d " lO l I d y Z H O S tT O N f 6 2 :E T  1 6 , E 0 -w w



THE FOLLOWING PLANS ARE EXPIRED - PLAN HOLDERS HAVE BEEN 
NOTIFIED:

Northern Region: Expiration Date

Northland Services [barge] 1/14/89

Pacific Alaska Nome Bulk Plant [terminal] 8/11 /89

Yutana Barge Lines [barges] 7/23/89

Barter Island USAF Terminal 4/5/90

Fort Yukon USAF Terminal 3/14/86

Cape Lisburne USAF Terminal 4/13/89

Tin City USAF Terminal 5/14/90

Indian Mountain USAF Terminal 4/13/89

Galena USAF Terminal 5/14/89

St. Michael Fuel Terminal 1/17/88

Tesoro Alaska Airport Terminal 11/15/89

Southcentral Region:

Defense Fuel Terminal, Whittier n/a

Aleut Corporation Terminal 1 /g/90

Shemya AFB Terminal n/a

Northland Services [vessel] 3/16/88

Orca Oil Terminal, Cordova 2/20/90

USAF Long-Range Radar Stations (4) [terminal] n/a 

Texaco Marine Services [vessel] 4/21/91

Military Sealift Command [vessel] n/a



THE FOLLOWING PLANS ARE CURRENTLY EXPIRED, PLANS HAVE BEEN 
SUBMITTED AND ADDITIONAL INFORMATION HAS BEEN REQUESTED WITH A 
DEADLINE FOR SUBMITTAL:

Southeast Region: Expiration Date

Delta Western Yakutat Terminal 1 /1 /89

Delta Western Juneau Terminal 1 /1 /89

Sitka Fuels Co., Sitka [terminal] n/a

Boyer Towing, Barge "Kotznahoo" [vessel] 12/5/90

Totem Oil Terminal, Haines n/a

Northern Region:

Golden Valley Electric [terminal] 11/12/90

NSB Barrow Oil Terminal 5/25/88

NSB Pt. Hope Fuel Storage [terminal] 5/25/88

NSB Wainwright Fuel Storage [terminal] 7/24/89

NSB Eskimos Inc. [terminal] 3/7/91

Pacific Alaska Kotzebue Bulk Plant [terminal] 7/1 /90

Saupe Chevron [terminal] 2/14/88

Fort Wainwright Army Terminal 9/6/89

Eielson Air Force Base Terminal 7/17/89

Mapco North Pole Refinery [terminal] 10/5/90

Ft. Greeley Army Terminal n/a

Southcentral Region:

Trident Seafoods, Sand Point Terminal 1/17/91

Terminal Oil Sales, Homer 12/3/90

Delta Western Nikiski Terminal 3/5/91



Amchitka Navy Terminal 4/10/91

North Pacific Fuel Terminal, Kodiak 3/21 /91

Pacific Fuel Trading Corp. [vessel] 3/23/91

Petro Marine Services, Unalaska [terminal] 4/11/91

Bering Sea Fisheries [vessel] 10/13/90

Cove Shipping Inc. [tanker] 11/1 /90

n/a = has never had an approved plan
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| W q ? rp  /p \ rp1 IF WALTER J. H/CKEL, GOVERNOR  

(907) 451-2360

D E P T . O F E N V IR O N M E N T A L  C O N S E R V A TIO N  Northern Regional Office
/1001 Noble Street 

May 3, 1991 /Suits 350
Fairbanks, Alaska 89701

Mr. Steve D. Taylor 
Environmental & Regulatory Affairs 
BP Exploration 
P.O. Box 196612 
Anchorage, AK 99519-6612

Daar Mr Taylor:

Re: Oil Discharge Prevention and Contingency Plan for the
Prudhoe Bay &  Endicott Operations

Based on the review of the above referenced plan the Department herein grants approval 
of your Oil Discharge Frevention and Contingency Plan. Approval of your contingency plan 
is granted subject to, and requires continuous compliance with, AS 46.G4 and 18 AAC 75.305 
through 75.3S5. Recent Inspections of your facility have exhibited that your response 
capability is at a suitable level.

The Depar tment is approving this plan with the condition that the amended plan you are 
submitting today will go through the Coastal Zone consistency review process and be
determined consistent with the Alaska Coastal Management Proqram.

«

This approval is effective Immediately and will expire on September i , 1991. The Department 
may terminate this approval prior to the expiration date If deficiencies are identified that would 
adversely affect your company’s spill prevention, response, and preparedness capabilities.

The Department is currently reviewing the regulations pertaining to Oil Discharge Prevention 
and Contingency Plans. Any alterations of the present regulations will apply to any currently 
approved contingency pians.

As a holder of an approved contingency plan, under AS 43.04.030(g), your failure to have 
access to the resources identified In the plan and, In the event of a spill, to respond with 
those resources within the time required by iaw Is a violation of Alaska law. Please carefully 
review AS 46.04.030 so that you fully understand your obligations.

Any person who disagrees with this decision may appeal the decision by requesting an 
adjudicatory hearing, using the procedures contained in 18 AAC 15.200-310. Hearing 
requests must be delivered to the Commissioner of tho Department of Environmental 
Conservation, 3220 Hospital Drive, P.O. Box O, Juneau, Alaska 99S11-1800, within 30 days 
of receipt of this letter. If a hearing is not requested within 30 days, the right to appeal Is 
waived and the decision becomes final.
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Mr. S \ r e D. Taylor - 2 - Muy 3, 1991

Thank you for coordinating this plan with the Department. If you have any questions please 
contact either Larry Katkin or myself.

Sincerely,

Northern Regional Supervisor

Ik/wdm/rg
cc: Mead Treadwell, EQ/DC, Juneau

Brad Fristoe, EQ/NSDO, Fairbanks 
Larry Katkin, EQ/NSDO, Fairbanks 
Cameron Leonard, AGO, Fairbanks 

300.17.078

<n
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S TM WALTER J. HICKEL, GOVERNOR 

(907) 451*2360

DEI»T . o f  E N V IR O N N E IV 'Y A L  c o n s e r v a t i o n  Northern Regional Office
/10Q1 Noble Street 

May 3,1991 /Suite 350
Fairbanks, Alaska 99701

Mr. David L. Bowler 
Conoco, Inc.
3201 UC" Street, Suite 200 
Anchorage, AK 99503

Dear Mr. Bowler:

Re: Oil Discharge Prevention and Contingency Plan for the
Milne Point

Based on the review of the above referenced plan the Department herein grants approval 
of your Oil Discharge Prevention and Contingency Plan. Approval of your contingency plan 
Is granted subject to, and requires continuous compliance with, AS 46.04 and 18 AAC 75.305 
through 75.395. Recent Inspections of your facility have exhibited that your response 
capability is at a suitable level.

The Department is approving this plan with the condition that a new plan be submitted by 
June 1, 1991 that will go through the Coastal Zone consistency review process and be 
determined consistent with the Alaska Coastal Management Program.

This approval is effective immediately and will expire on September 1,1991. The Department 
may terminate this approval prior to the expiration date if deficiencies are identified that would 
adversely affect your company's spill prevention, response, and preparedness capabilities.

The Department is currently reviewing the regulations pertaining to Oil Discharge Prevention 
and Contingency Plans. Any alterations of the present regulations will apply to any currently 
approved contingency plans.

As a holder of an approved contingency plan, under AS 46.04.030(g), your failure to have 
access to the resources Identified in the. plan and, In the event of a spill, to respond with 
those resources within the time required by law Is a violation of Alaska law. Please carefully 
review AS 46.04.030 so that you fully understand your obligations.

Any person who disagrees with this decision may appeal the decision by requesting an. 
adjudicatory hearing, using the procedures contained In 18 AAC 15.200-310. Hk-aring 
requests must be delivered to the Commissioner of the Department gf EriYironfTlsntal 
Conservation, 322U Hospit&i Drive, P.O. Box O, Juneau, Alaska 99811-1800, within 30 days 
of receipt of this letter. If a hearing is not requested within 30 days, the right to appeal is 
waived and the decision becomes final.
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Mr. David L. Bowler 2 - May 3, 1991

Thank you for coordinating this plan with the Department. If you have any questioi is please 
contact either Larry Katkin or myself.

Sincerely,

William D. McGee 
Northern Regional Supervisor

Ik/wdm/rg
cc: Mead Treadwell, EQ/DC, Juneau

Brad Fristoe, EQ/NSDO, Fairbanks 
Larry Katkin, EQ/NSDO, Fairbanks 
Cameron Leonard, AGO, Fairbanks 

300.17.059



S E C T IO N A L  A N A L Y S IS  

P R E L IM IN A R Y  D R A F T  1 /2 8 /9 1  

A R T IC L E  O IL  D IS C H A R G E  P R E V E N T IO N  A N D  C O N T IN G E N C Y  P L A N

18 AA C 75.305 Application for Approval

C - p l a n s  m u s t  be s u b m i t t e d  6 5  d a y s  p r i o r  t o  o p e r a t i o n .  T h i s  p r e c l u d e s  t h e  s p o t  c h a r t e r  o f  t a n k  v e s s e l s  t o  d e l i v e r  f u e l  t o  D u tc h  H a r b o r .  I t  may a l s o  d e l a y  c o n t i n u o u s  o p e r a t i o n s  when f a c i l i t i e s  a r e  s o l d .
F i v e  c o p i e s  o f  t h e  d r a f t  p l a n  a r e  t o  b e  s u b m i t t e d  -  ADEC may r e q u i r e  a d d i t i o n a l  c o p i e s .  C o a s tw i s e  m a r i n e  o p e r a t o r s  ( C r o w l e y / F o s s )  may b e  s u b j e c t  t o  s u b m i t t i n g  p l a n s  t o  e a c h  o f  t h e  35  e n t i t i e s  w i t h i n  t h e  A la s k a  C o a s t a l  Management P r o g r a m .  F u r t h e r ,  t h e  c u r r e n t  i n t e r p r e t a t i o n  i s  t h a t  t h e  o p e r a t o r  i s  t o  r e s p o n d  t o  e a c h  e n t i t y  w h ich  p r e s e n t s  q u e s t i o n s  u r  r e q u e s t s  a d d i t i o n a l  i n f o r m a t i o n .

18 AAC 75.310 Application for Amendment

C - p l a n s  m u s t  be  s i t e  s p e c i f i c .  M a r in e  o p e r a t o r s  m u s t  a d d r e s s  a l l  t r a n s f e r  l o c a t i o n s .  To d e l i v e r  f u e l  t o  a  l o c a t i o n  o r  v i l l a g e  n o t  d e s c r i b e d  i n  t h e  a p p r o v e d  p l a n ,  an  u p d a t e  w h ich  r e q u i r e s  6 5  d a y s  r e v i e w  i s  r e q u i r e d ,
78 AAC ”5.320 Contingency Plan Contents

C - p l a n s  m u s t  f o l l o w  and  b e  p r e s e n t e d  i n  t h e  f o u r  s e c t i o n  f o r m a t .  A l l  p l a n s  m u s t  b e  e n t i r e l y  r e w r i t t e n ,  r e g a r d l e s s  o f  c u r r e n t  v a l u e  o r  c o n t e n t .
(1) Section 1 -- Emergency Action PlanE m e rg e n c y  p l a n  b o o k l e t s  a r e  t o  b e  i s s u e d  t o  a l l  p e r s o n n e l  f o r  f i e l d  u s e .  T h e  r e g u l a t i o n s  im p ly  t h a t  p e r s o n n e l  w i l l  c a r r y  t h e s e  b o o k l e t s  a t  a l l  t im e s .  F a c i l i t y  and  m a r i n e  o p e r a t o r s  h a v e  n o t ,  d o  n o t ,  a n d  w i l l  n o t  ca?.*ry s u ch  b o o k l e t s .
(1) Section 1 (A)

The  r e q u i r e m e n t  t o  i d e n t i f y  t h e  name, p h on e  n um b e rs ,  a n d  a d d r e s s  o f  e a c h  p e r s o n  i n  t h e  o p e r a t i o n  and g o v e r n m e n t  a g e n c y  who i s  " b y  la w "  i n v o l v e d  i n  t h e  p r im a r y  r e s p o n s e  r e s u l t s  i n  b o o k l e t s  t h a t  w i l l  c o n t i n u o u s l y  be  o u t d a t e d  and  w h ic h  w i l l  r e q u i r e  c o n s t a n t  u p d a t i n g .



(2) Section 2 (C) (ii)C - p l a n s  o f t e n  c o n t a i n  s e r v i c e  a g r e e m e n t s  f r o m  c l e a n u p  c o n t r a c t o r s  w h ic h  f a c i l i t a t e  p r o m p t  em e rg en c y  r e s p o n s e .  C o n t r a c t o r s  w i l l  n o t  e n t e r  b i n d i n g  r e s p o n s e  a g r e e m e n t s  w h e r e b y  t h e y  may i n c u r  l i a b i l i t y  f r o m  t h e  o p e r a t o r s ,  t h e  p u b l i c ,  and  t h e  s t a t e .
(21 Section 2 (Q  (jv)Th e  r e q u i r e m e n t  t h a t  o p e r a t o r s  m u s t  d e m o n s t r a t e  s u f f i c i e n t  f i n a n c i a l  r e s o u r c e s  t o  s u p p o r t  t h e  a c t i o n s  o f  a  c o n t r a c t o r  i s  v a g u e .  W ha t am oun t i s  s u f f i c i e n t ?
(2) . $?QtiQn  2 ( Q  ME q u ip m e n t  i n v e n t o r i e s  o f  c l e a n u p  c o n t r a c t o r s  a r e  c o n t i n u a l l y  c h a n g in g ,  t h e r e f o r e ,  t o  a t t e m p t  t o  d e m o n s t r a t e  t h a t  e q u ip m e n t  i s  " c o m p a t i b l e ”  w i t h  r u r a l  f a c i l i t y  o p e r a t i o n s  i s  f u t i l e  and  u s e l e s s .
(2) Section 2 (D) (v)The  r e q u i r e m e n t  t o  a n a l y z e  o p e r a t i n g  r i s k s  a s s o c i a t e d  w i t h  v o l c a n o e s ,  e a r t h q u a k e s ,  a v a l a n c h e s ,  f l o o d i n g ,  p h y s i c a l  h a z a r d s ,  human e r r o r ,  v a n d a l i s m ,  s a b o t a g e ,  e t c .  i s  a c o n s u l t a n t ' s  d re am . U n f o r t u n a t e l y ,  when a p p l i e d  t o  e a c h  r u r a l  f a c i l i t y  i t  w i l l  b e  v e r y  e x p e n s i v e ,  c o n t r i b u t e  l i t t l e  b e y o n d  common s e n s e ,  and  b e  s u b j e c t  t o  s u b j e c t i v e  a p p r o v a l .
(2) Section 2 (G)The r e q u i r e m e n t  t o  p r o v i d e  a  r a t e d  c a p a c i t y  o f  r e c o v e r y  e q u i p m e n t ,  p a r t i c u l a r l y  f o r  r e f i n e d  p r o d u c t s ,  i l l u s t r a t e s  a  b a s i c  l a c k  o f  u n d e r s t a n d i n g  o f  s p i l l  r e s p o n s e  i n  r u r a l  A l a s k a .  R e c o v e r y  r a t e s  o f  pumps and  s k im m e r s  a r e  d e p e n d e n t  on  s i t e  s p e c i f i c  a p p l i c a t i o n  and  c i r c u m s t a n c e s .
(2) Section 2 (H)(1)

The  r e q u i r e m e n t s  f o r  d e t a i l e d  e n v i r o n m e n t a l  a n a l y s i s  a n d  c om m en ta ry  a b o u t  t h e  e f f e c t i v e n e s s  o f  m e c h a n ic a l  r e s p o n s e  e q u ip m e n t  c o n t r i b u t e s  t o  t h e  v o lu m e  and  c o s t  o f  c o n t i n g e n c y  p l a n s ,  b u t  i s  s e ld o m  r e a d .  The c o a s t w i s e  m a r i n e  o p e r a t o r  w i l l  b e  r e q u i r e d  t o  w r i t e  an  A l a s k a  e n v i r o n m e n t a l  a t l a s  i n  i t s  p l a n .
(3) Section 3 -  Response ProceduresBy l a w ,  o p e r a t o r s  a r e  r e q u i r e d  t o  c l e a n u p  s p i l l s  t o  t h e  s a t i s f a c t i o n  o f  t h e  d e s i g n a t e d  O n - S c e n e - C o o r d i n a t o r ,  r e g a r d l e s s  o f  d u r a t i o n  o f  t h e  c l e a n u p .  T h e r e f o r e ,  I  q u e s t i o n  t h e  n e e d  and  i n t e n t  o f  t h e  r e p e a t e d  r e q u i r e m e n t  f o r  o p e r a t o r s  t o  e s t im a t e  l e n g t h  o f  t im e  t o  c o n c lu d e  a  s p i l l  r e s p o n s e .

2



1 8  A A C  7 5 .3 4 0  S p i l l  V o lu m e  P r e p a r e d n e s s  S ta n d a r d s

1 9 9 0  SLA Ch . 1 9 1  e s t a b l i s h e s  t h a t  c o n t i n g e n c y  p l a n s  m u s t  a d d r e s s  p r e p a r e d n e s s  s t a n d a r d s  w h ic h  a r e  i d e n t i f i e d  f o r  v a r i o u s  o p e r a t i o n s .  T h e  s t a n d a r d s  a t t e m p t  t o  q u a n t i - f y  r e s p o n s e  c a p a b i l i t y ,  and  may be  f a c t o r e d  up  o r  down by  r i s k  e x p o s u r e  and  p r e v e n t a t i v e  m e a s u r e s .  F o r  f a c i l i t i e s  t h e  b a s i c  s t a n d a r d  i s  t h e  c a p a b i l i t y  t o  c l e a n u p  t h e  c o n t e n t s  o f  t h e  l a r g e s t  s i n g l e  t a n k  i n  7 2  h o u r s .  I f  ADEC d e t e rm in e s  i n c r e a s e d  r i s k  i s  p r e s e n t  t h e  s t a n d a r d  may be  i n c r e a s e d  t o  t h e  c a p a c i t y  o f  a l l  p o t e n t i a l l y  a f f e c t e d  t a n k s .
P r i o r  t o  p r e p a r i n g  a p l a n  t h e  o p e r a t o r  m u s t  e s t a b l i s h ,  and  ADEC m u s t  a p p r o v e ,  an a c c e p t a b l e  s t a n d a r d ,  a l b e i t  t h e  s t a n d a r d  i s  v e r y  s u b j e c t i v e  and  w i l l  b e  d i f f e r e n t  f o r  e a c h  f a c i l i t y .  T h en , p r e d i c a t e d  on  t h e  s t a n d a r d  and  p r o x im i t y  o f  e n v i r o n m e n t a l  s e n s i t i v e  a r e a s  and  a r e a s  o f  p u b l i c  c o n c e r n ,  t h e  o p e r a t o r  w r i t e s  t h e  p l a n  a n d  p u r c h a s e s  r e s p o n s e  e q u ip m e n t .  T h e  p l a n  i s  t h e n  s u b m i t t e d  f o r  i n t e r - a g e n c y  r e v i e w  and  C o a s t a l  Zone M anagement com m ent . To my k n o w le d g e ,  n o  c o n t i n g e n c y  p l a n  h a s  e v e r  b e e n  s u b m i t t e d ,  r e v i e w e d  and  a p p r o v e d  w i t h o u t  a l e n g t h y  s e r i e s  o f  comments a n d  r e v i s i o n s .
T o  s a t i s f y  t h e  s t a n d a r d ,  t h e  o p e r a t o r  m u s t  m a i n t a i n  i n  i t s  " a r e a  o f  o p e r a t i o n "  t h e  r e q u i r e d  r e s p o n s e  e q u i p m e n t / c a p a b i l i t y .  T h e r e  a r e  t e n  d e s i g n a t e d  " a r e a s  o f  o p e r a t i o n "  w h ic h  c o r r e s p o n d  t o  t h e  r e g i o n a l  p l a n n i n g  a r e a s  i d e n t i f i e d  i n  18 AAC 7 5 . 3 9 5 .  T h e  m o s t  o b v i o u s  c o n c e r n  i s  t h a t  w h e r e a s  r u r a l  f a c i l i t i e s  c a n  g e n e r a 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 o n t a i n  a n d  t r a n s f e r  t h e  v o lu m e  o f  t h e  l a r g e s t  t a n k  i t  i s  im p o s s i b l e  t o  i d e n t i f y  t e m p o r a r y  s t o r a g e ,  w i t h i n  t h e  a r e a  o f  o p e r a t i o n ,  e q u a l  t o  t h e  l a r g e s t  t a n k .
M a r i n e  o p e r a t o r s  h a v 2 t h e  d i f f i c u l t  t a s k  o f  i d e n t i f y i n g  i n  e a c h  a r e a  o f  o p e r a t i o n  t h e  c a p a b i l i t y  t o  l i g h t e r  t o t a l  c a r g o  c a p a c i t y  w i t h i n  48 h o u r s .  F u r t h e r ,  t h e  l i g h t e r i n g  r e s o u r c e s  m u s t  b e  m a i n t a i n e d  s e p a r a t e l y  f r o m  o t h e r  s p i l l  r e s p o n s e  r e s o u r c e s .

18 AAC 75.345 Containment Control and Cleanup Requirements

18 AAC 75.345(a)T h i s  s e c t i o n  b e s t  . M l u s t r a t e s  t h e  d i f f i c u l t y  o f  c o m p l i a n c e .  I t  s t a t e s ,  " F o r  u s e  i n  w a t e r  r e s p o n s e  e q u ip m e n t  and  v e s s e l s  m u s t  be  d e s i g n e d  t o  o p e r a t e  e f f e c t i v e l y  i n  3 0 - k n o t  w in d s ,  1 . 5 - k n o t  c u r r e n t s ,  a n d  10 w aves  . . .  S uch  e q u ip m e n t ,  t o  my k n o w le d g e ,  h a s  n o t  b e e n  i n v e n t e d .
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L L A A C 7 5 , 3 m ) .S p i l l  t r a j e c t o r y  m o d e l i n g  h a s  p r o v e d  u n r e l i a b l e  eve rt  i n  m o s t  s t u d i e d  w a t e rw a y s .  To  r e q u i r e  r u r a l  f a c i l i t i e s  t o  d e v e l o p  s p i l l  t r a j e c t o r y  and  m app ing  c a p a b i l i t y  i s  q u e s t i o n a b l e ,  p a r t i c u l a r l y  when i t  i s  t h e  g o v e rn m e n t  s e c t o r  t h a t  h a s  c o n d u c t e d  m o s t  o f  t h e  r e s e a r c h  i n  t r a j e c t o r y  a n a l y s i s .
18 AAC 75.345(c)A f a c i l i t y  w i t h  p o t e n t i a l  f o r  d i s c h a r g e  i n t o  t h e  w a t e r  m u s t  m a i n t a i n  e n o u g h  boom t o  c o n t a i n  a t  l e a s t  t h e  c o n t e n t s  o f  r h e  s i n g l e  l a r g e s t  t a n k .  I t  i s  n o t  u n r e a s o n a b l e  t o  a s sum e  t h a t  a t  l e a s t  5 , 0 0 0  f e e t  o f  boom c o u l d  b e  r e q u i r e d  t o  c o n t a i n  t h e  c o n t e n t s  o f  a 1 0 , 0 0 0  b a r r e l  t a n k .  A d d i t i o n a l  boom i s  r e q u i r e d  t o  be s e p a r a t e l y  s t o r e d  and  m a i n t a i n e d  t o  p r o t e c t  s e n s i t i v e  a r e a s  and  a r e a s  o f  p u b l i c  c o n c e r n .
18 AAC 75.345(d)The  A ly e s k a  T e r m i n a l  may m a i n t a i n  a  f l e e t  o f  r e s p o n s e  v e s s e l s ,  h o w e v e r ,  i n  r u r a l  A l a s k a  d e d i c a t e d  v e s s e l s  a r e  n o t  a v a i l a b l e  o n  a p e rm a n e n t  b a s i s .
18 AAC 75.345(e)V e r y  few  p l a n s  w i l l  b e  a p p r o v e d  i f  o p e r a t o r s  m ust d e m o n s t r a t e  t h e y  c a n  c o n t a i n  o r  e x c lu d e  a l l  p o t e n t i a l  d i s c h a r g e s  f r o m  r e a c h i n g  s e n s i t i v e  e n v i r o n m e n t a l  a r e a s  o r  a r e a s  o f  p u b l i c  c o n c e r n .  F u r t h e r ,  few  f a c i l i t i e s  a r e  c a p a b l e  o f  m a i n t a i n i n g  s e p a r a t e  e x c l u s i o n a r y  r e s o u r c e s  a n d  p e r s o n n e l  ( i n  t h e  a r e a  o f  o p e r a t i o n )  i n  a d d i t i o n  t o  t h e  f a c i l i t y  r e s p o n s e  e q u ip m e n t .
JAA iC  75.345(f)M a r in e  o p e r a t o r s  c a n n o t  c o m p ly  w i t h  c u r r e n t  l i g h t e r i n g  r e q u i r e m e n t s  o f  t h e  s i n g l e  l a r g e s t  t a n k  w i t h i n  48  h o u r s .  I t  i s  u n r e a l i s t i c  t o  c o n s i d e r  a l l  m a r i n e  o p e r a t o r s  c a n  m a i n t a i n  t o t a l  c a r g o  l i g h t e r i n g  c a p a b i l i t y  i n  4 8  h o u r s  w i t h i n  e a c h  o f  t h e  t e n  d e s i g n a t e d  a r e a s  o f  o p e r a t i o n .
18AAC 75.345(h)

The  i s s u e  o f  r e a l i s t i c  s k im m e r  e f f i c i e n c y  r a t e s  v e r s u s  m a n u f a c t u r e r s '  n a m e p la t e  r a t i n g  i s  a f u t i l e  and  e n d l e s s  d e b a t e .  The f a c t  i s  s k im m e r s  a r e  s e ld o m  u s e d  i n  t h e  r e c o v e r y  o f  r e f i n e d  p r o d u c t s  a s  d i r e c t  s u c t i o n  i s  u s u a l l y  t h e  b e s t  m eans o f  r e c o v e r y .  R e c o v e r y  r a t e s  o f  pumps and  s k im m e r s  a r e  d e p e n d e n t  on  s i t e  s p e c i f i c  a p p l i c a t i o n  a n d  c i r c u m s t a n c e s .
18 AAC 75.345(i)I t  i s  i m p o s s i b l e  f o r  a f a c i l i t y  t o  d e m o n s t r a t e  i n  a  C -  p l a n  t h e  o n s i t e  a b i l i t y  t o  d i s c h a r g e  r e c o v e r e d  w a s t e w a t e r .  T h e  p e r m i t  a p p l i c a t i o n  r e q u i r e d  u n d e r  18 AAC 70  r e q u i r e s  s p e c i f i c  s i t e ,  t im e ,  v o lu m e  and  p r o d u c t



d a t a .  F u r t h e r ,  ADEC s t r t e s  a p e rm i t  c a n n o t  be  p r e ­a p p r o v e d .
18 AAC 75.355 Trainhw

On D ecem be r  2 7 ,  1 9 9 0  t h e  A l a s k a  D e p t ,  o f  L a b o r  a d o p t e d  new t r a i n i n g  r e q u i r e m e n t s  f o r  h a z a r d o u s  w a s t e  o p e r a t i o n s  and  em e rg e n c y  r e s p o n s e  ( i n c l u d i n g  o i l  s p i l l s ) . The c u r r e n t  i n t e r p r e t a t i o n  i s  t h a t  s t a n d a r d  r e q u i r e s  t r a i n i n g  o f  4 0  h o u r s  f o r  f a c i l i t y  o p e r a t o r s  an d  6 4  h o u r s  f o r  s u p e r v i s o r s ,  and  a n n u a l  r e f r e s h e r  c o u r s e s .  Such  t r a i n i n g  m u s t  b e  c o n d u c t e d  b y  c e r t i f i e d  i n s t r u c t o r s  and  d o e s  n o t  i n c l u d e  " h a n d s - o n ”  d e p lo y m e n t  t r a i n i n g  w h ich  i s  a l s o  r e q u i r e d .
13 AAC 75.355 Training

An o p e r a t o r  w i l l  b e  o u t  o f  c o m p l i a n c e  u n l e s s  he  r e v i s e s  h i s  C - p l a n  and  n o t i f i e s  ADEC e v e r y  s i x  m on th s  o f  a l l  nam e , a d d r e s s ,  a n d  p h o n e  n um be r c h a n g e s .  T h i s  i n c l u d e s  c h a n g e s  w i t h i n  g o v e r n m e n t  a g e n c i e s  w h ic h  m u s t  be  i d e n t i f i e d  i n  t h e  p l a n .
18 A A C 75.380 & 385 Inspection & Discharge Exercises

ADEC may c o n d u c t  u n a n n o u n c e d  i n s p e c t i o n s  and  r e q u i r e  u n a n n o u n c e d  d i s c h a r g e  e x e r c i s e s .
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C R I M I N A L  P E N A L T I E S  -  A S  4 6 .Q 3 - J .2 Q

*  C l a s s  A  M i s d e m e a n o r  t o  n e g l i g e n t l y :

- v i o l a t e  A S  4 6 . 0 4 ,

- p r o v i d e  f a l s e  i n f o r m a t i o n ,

- d i s c h a r g e  <  1 0 , 0 0 0  b a r r e l s  o f  o i l ,  o r

- f a i l  t o  c o m p l y  w i t h  c o n t i n g e n c y  p l a n  f o r  a  s p i l l  <  1 0 , 0 0 0  b a r r e l s .

*  C l a s s  C  F e l o n y  t o  n e g l i g e n t l y :

- d i s c h a r g e  >  = 1 0 , 0 0 0  b a r r e l s ,  o r

- f a i l  t o  c o m p l y  w i t h  c o n t i n g e n c y  p l a n  f o r  a  s p i l l  >  = 1 0 , 0 0 0  b a r r e l s .

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

*  C l a s s  A  M i s d e m e a n o r :  $ 5 0 0 0  f i n e ;  u p  t o  o n e  y e a r  i n  j a i l .

*  C l a s s  C  F e l o n y :  $ 5 0 , 0 0 0 ;  u p  t o  f i v e  y e a r s  i n  p r i s o n .

*  C o r p o r a t i o n :  F i n e  g r e a t e r  o f  t w i c e  p e c u n i a r y  s a v i n g s  o r  d a m a g e s ,  o r

$ 5 0 0 , 0 0 0  f o r  f e l o n y  o r  $ 2 0 0 , 0 0 0  f o r  m i s d e m e a n o r .



A O G C  2 .M S

IIB 567 REGULATIONS ISSUES

T h e  following questions address  significant issues in contingency  planning, prevention  
and  financial responsibility and a re  inc luded  for your consideration . C om m ents  on 
these  and  any o ther  issues not listed a re  w elcom e.

])  W hat role, if any, should  C itizens’ O versight C ouncils  play in the actual response 
to a ca tas troph ic  oil spill?

2) W hat  should be the m echanism  for inc lud ing  pub lic  part ic ipa tion  in oil spill 
response  activities?

3) W h a t  role should oil spill response  coope ra tives  play in a response, and how 
shou ld  they be governed?

4) H ow  should  the "realistic m axim um  oil discharge" (R M O D )  be calculated  for:
* an oil term inal facility?
* an  oil tanker  or oil barge?
* an onshore  or offshore exp lo ra tion  facility?
* an onshore  or offshore p roduction  facility?
1 a p ipeline?

5) W hat should be  the criteria  for judg ing  the o p e ra t io n a l  capabilities o f  oil spill 
re sponse  eq u ip m en t?  H o w  should the effec tiveness  o f  equ ipm en t  be  calculated?

6) W h a t  a re  examples o f  p reven tion  m easu res  th a t  can be taken to reduce the 
probability  of a spill or  the size o f  a spill?

6) W h a t  should be the criteria  fo r ju d g in g  w h e th e r  a p reven tion  m easu re  should be 
requ ired ,  or should be optional and  qualify' for "credit" (a reduction  in p lanned  
response  capability)?

7) W h a t  should be the a m o u n t  of "credit" given for each  preven tion  m easu re  (by 
w hat am o u n t  should p lanned  response  capability  be red u c e d ? )

8) W hat  is the m axim um  am oun t o f  "credit" tha t  should  be given for preven tion  
m easu res?

9) Besides insurance, self-insurance, bonds  and  g ua ran tees ,  what o th e r  forms of 
p ro o f  should  be allowed by the state  to en su re  tha t  a com pany  can pay for the clean 
up  of a spill?

2
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O I L  S P I L L

I
P R E V E N T I O N ,

A N D  F I N A N C E

H o w  y o u  c a n  h e l p  d e s i g n

i l l

he T /V  E x x o n  V aldez re lease o f  
11 m illion  ga llons  o f  N o rc h  Slope 
crude  in to  P r in c e  W ill iam  S o u n d  
in 1989 w a s  a th re s h o ld  ev e n t  th a t  

is recas ting  the s y s te m  fo r  r e s p o n d in g  to  oil 
sp ills  in Alaska.

O i l  facilities and vesse ls  m u s t  m e e t  m o re  
ex ac t in g  c o n t in g e n c y  p la n n in g  s ta n d a rd s  
fo r  spill  p re v e n t io n  a n d  re sp o n se ,  as r e ­
q u i r e d  b y  H o u s e  Bill 567, a k e y  spill bill 
a d o p te d  b y  the 1990 A lask a  L eg is la tu re .

T h e  L egisla ture  se t  th ese  h ig h e r  s ta n d a rd s ,  
b u t  it is n o w  the r e s p o n s ib i l i ty  o f  s ta te  
g o v e rn m e n t ,  in d u s t r y  a n d  the  p u b l ic  to  
de c id e  p recisely  h o w  th e  law  w ill  be p u t  
i n to  effect. To im p le m e n t  H B  567, the  
D e p a r tm e n t  o f  E n v i ro n m e n ta l  C o n s e r v a ­
t io n  ( D E C )  is w r i t in g  re g u la t io n s  w h ic h  
will be  review ed t h r o u g h  the  b r o a d e s t  
p u b l ic  pa r t ic ip a t io n  poss ib le .

To take part, please read on.

Department of 
Environmental 
Conservation

, ./<

.Development Schedule:

MARCH 4
M ail o u t  w o rk in g  d ra f t  o f  re g u la t io n s  f o r  
C -p la n  s tan d a rd s , and w o rk s h o p  schedu le

MARCH 15
D is t r ib u te  w o rk in g  d r a f t  o f  regu la tion s 
f o r  fin an c ia l re s p o n s ib i li t y

MARCH 19
F irs t m eeting  o f  M B  5 6 7  w o rk  g ro u p

MAR. 20-MAY 2
H o ld  in fo rm a t io n a l w o rk s h o p s  at 18
lo c a tio n s

JUNE 1
In c o rp o ra te  p u b lic  c om m en ts  
A m endm en ts  to  re sp on se  p lan s due

JULY 1
C o m p le te  d ra ft  p re v e n t io n  reg u la t ion s  
Issue p u b lic  n o t ic e  f o r  all reg u la t ion s

JULY
H o ld  p u b lic  hea ring s o n  a ll r e g u la t io n s

SEPTEMBER 
In c o rp o ra te  f in a l re v is io n s

OCTOBER
D ep a rtm en t o f  L aw  re v iew

NOVEMBER 
L t. G o v e rn o r  re v iew

DECEMBER 1 
R egu la t io n s  e ffe c tiv e

FEBRUARY 1,1992 
O w n e rs /o p e ra to rs  c om p le te  am endm en ts 
to response  p lan s



PUBLIC LAW 101-380—AUG. 18, 1990

O I L  P O L L U T I O N  A C T  O F  1 9 9 0

SEC. 4202. NATIONAL PLANNING A N D  R E S P O N S E  SYSTEM.

(a) I n  G e n e r a l .— Subsection (j) o f section 311 o f the Federal Water Pollution Control Act (33 U.S.C. 1321(j)) is amended--
• •%

l6ji by adding a t  the end the following:

“ (5 ) T a n k  v e s s e l  a n d  f a c il it y  r e s p o n s e  p l a n s .— '
C 0 *

"(E) A tank vessel, ofTshore facility, o r onshore facility re­quired to prepare a response plan under this subsection may not handle, store, o r transport oil unless—"(i) in the case o f  a tank vessel, ofTshore facility, or onshore facility for which a response plan is reviewed by
the President under subparagraph (D), the plan has been approved by the President; and(ii) the vessel or facility is operating in compliance with the plan."(F ) Notwithstanding subparagraph (E), the President may authorize a tank vessel, ofTsnore facility, or onshore facility to operate without a response plan approved under this para­graph, until no^ later than 2 years after the date o f the submis­sion to the President o f a plan for the tank vessel or facility, if the owner or operator certifies that the owner or operator has ensured by contract or other means approved by the President the availability of private personnel and equipment necessary to respond, to the maximum extent practicable, to a worst case discharge or a substantial threat o f 6uch a discharge.

(b) I m p l e m e n t a t io n .—

(4) T a n k  v e s s e l  a n d  f a c il it y  r e s p o n s e  p l a n s ; t r a n s it io n  
p r o v is io n ; e f f e c t iv e  d a t e  o f  p r o h ib it io n .— (A) Not later than 24 months after the date o f  the enactment o f  this Act, the President shali issue regulations for tank vessel and facility response plans under section 311(jX5) o f  the Federal Water Pollution Control Act, as amended by this Act.(B) During the period beginning 30 months after the date of the enactment o f tliis paragraph and ending 36 months after that date o f enactment, a tank vessel o r facility for which a response plan is required to be prepared under section 311(jX5) o f  the Federal Water Pollution Control Act, as amended by this Act, may not handle, store, or transport oil unless the owner or operator thereof has submitted such a plan to the President.(C) Subparagraph (E) o f  section 311(jX5) t f  the Federal Water Pollution Control Act, as amended by this Act, shall take effect 36 months after the date o f the enactment o f  this Act.
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PROJECT CONSISTENCY WITH THE 
ALASKA COASTAL MANAGEMENT 

PROGRAM

6 AAC 80.010. COVERAGE OF CHAPTER.

(b)
In authorizing uses or 

activities in the coastal area under its statutory 
authority, each state agency shall grant 
authorization if, in addition to finding that the 
use or activity complies with the agency's 
statutes and regulations, the agency finds that 
the use or activity is consistent with the appli­
cable district program and the standards con­
tained in this chapter.

6 AAC 50.070. CONSISTENCY REVIEW 
PROCESS.

(k) The coordinating agency shall issue a con­
clusive consistency determination on or before 
Day 50, or Day 30 In a 30-day review period, if 
it has not received a request to elevate the re­
view.

6 AAC 50.050. EXPEDITED REVIEW BY 
CATEGORICAL APPROVAL AND GENERAL 
CONCURRENCE DETERMINATIONS.

(e) DGC will publish a list o f  permits which 
have been categorically approved as being con­
sistent with the ACMP, and a list of general 
concurrence determinations, and will identify on 
each list those permits or projects for which a 
coastal project questionnaire is not necessary. 
DGC will amend these lists as necessary on its 
own initiative, or on the request of a coastal 
resource district or a resource agency based on 
new information regarding the impacts o f  these 
activities, including cumulative impacts. Before 
publishing o r  amending these lists, DGC will * 
distribute the proposed lists or amendments for 
comment in the manner provided in 6 AAC 
50.070 for a project consistency review.
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TESTIMONY OF SEAPRO MANAGER CONCERNING SB 2 63

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  made  u p  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 m a k e  u p  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  B 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 mbe 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 ,  m e d i u m  a n d  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 .
O u r  m e m b 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  m em b e 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  i n  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  a n d  
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  m em ber 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 w o  c lay  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  i n  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 s  o f  o u r  r e g i o n ’ s c o m p a n i e s  wh o  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  on  
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 ,  as  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 bad 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  a n d  
m e t h o d o l o g i e s  w h i c h  c o u l d  i m p 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 not .  a l l  t h a t  k n u w l e d g a b l e  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 ome p r o g r e s s  was m ade 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  w a s  m ade In  
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  a 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  u s  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 ,  be  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  aB 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 B 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  m u c 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  was  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 s  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  s a i d .  J h i s  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  be  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 .

M any 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 9  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  some 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  be  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  
HD 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  an 
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  member  b u s i n e s s e s .



T h e  w u r k  l 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  l a  a  l o n g  w a y  t o  g o .  T h e  DEC, 
o u r  b u s i n e s s e s ,  a n d  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 63  w i l l  g i v e  u a  a n  
o p p o r t u n i t y  Lo do  t h i s  w o r k ,  M o r 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  m e mb e r  c o m p a n i e s  s ome 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 be  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 e 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  SB 2 6 3 .

R . M . Mu I 1en  
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
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G U BJEC Ti northern T ran spo r ta t io n  company, Limited 
Peer Hr. paint
Thank you f o r  your April 16. Bax rega rd ing  your c l i e n t s  ciovem 
Bargee In to  ih* t e r r i t o r i a l  v e t e r s  a t  Aiaeaa.
r  an a f r a id  th a t  tn a  Alaak* D iv is ion  Of Xneurana* le  s l i g h t l y  o 
vfcit w« provided co then as evidence of inpurance fo r  our v m o u  i 
Vhllo l t  ie  true  th a t  our c l i e n t s  a re  p ia c i a  with a sn ip  own. insurance Club, the inaurance th a t  was evidendad to  the s t a t e  of a »e»»ret* P o l lu t ion  L i a b i l i t y  insu rance Policy th a t  us ob ta i r  
Lloyd1p Marketplace. In  o rder to  moat th* i t i t e ' e  requirement n eouau ry  f o r  u» to , in  aBKBP.oe. purchase aoublo insuraDoe on the Moving in the s ta te  of Alnuhe'e water*. This waa, of aoursa, i 
burden on our c l i e n t s , bu t weo the only vay to  be in  compliance 
s t a t e  laws.

»a Che Federal f i l l  P o l lu t io n  A it ___'» sew regul! tiono; w ill no longer irovlde any tgS’of'ioiumoo'thYt nUA direct action bb l a  required toy tHe Ityte of Alaska i Wien the current polialse w# have in place wtpire, we v i l j  be in the eerao eituetion *a you find yottrsvli.

Vnfortuaate ly , nlnco th e  pee«*»* ®s the r e a a r a i  d u  i Dendine June x, I rpU n an te t io n  of the S ta te  of Alaska'i London Macxetplaob ha t now f im i y  a t a t e a  th a t  they w i n

l i t  of Oil

mfuoad on 
e i l s n t s .

t*  Mutual
A'iSkft UBS from tho 

. l t  was Oil Serqee 
f in an c ia l  

k i th  th e i r

We are working with tbs B U tl  of Alaska in  crying to  coflvlae* that* 
seguirer.ents are so t  cowgeroieliy a v a i la b le . vb are a lso  havinb
l a t e r  th is  weak with one o£ the mutual P ro tec tion  and indemnlc 
order to  e l i c i t  thal*? aeais tance  in  defsa ting  the S ta ts  of Aiaexa 
s ta tu te s ,  I f  you would l ik e  to  oheoh bach with ne in  e week as i 
cerce in iy  P* gioo to  veu *n sny progress we make toward ra:
the S ta ts  c-D
Beat regcru .

U)*
olnry wade >
QVawk

and the ;> the

t h a t  t h e i r  
. meetings 
f  Clubs in  
8 proponed 

4 0 . X would 
e lu t io n  of

V '
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i Our R e f: (jHl.KR/KI’ /H 13 th March, 1991

C«ne Snuoe & Company,
Alboca MILL Build ing ,
S uite  620,
1200 Northwest rro ilt  Avenue, 
po r t lau d ,
O re g o n ,
U.S.A.

Poe th e  a t t e n t io n  o f  C lnny Wade 

Dear G ln n y ,

F o llo w in g  y . t  re c e n t co rrespondence  and te le p h o n e  c o n v e rs a tio n s  
re g a rd in g  th e  cv cce n t p o o i t lo n  o f  ou r London U n d e rw r ite rs  in  re s p e c t o f  
p ro o f o f  F in a n c ia l  R e s p o n s ib i l i t y , l  an w r i t i n g  to  a d v is e  no f o l l o w s : -

We have a v a i la b le  to  ua s e v e ra l m a rke ts  fe e  th e  in s u ra n c e  o f 
P o l lu t io n  he re  in  London. T here  a re  s p e c i f i c  L lo y d s  a n d /o r  I n s t i t u t e  o f  
London U n d e rw r ite rs  a ccb sra  p lu s  v a r io u s  a g e n c ie s  h e ro  In  London who w r i t e  
f o r  and on behaLf o f  th e  a fo re m e n tio n e d . Wc do a ls o  p la c e  a P o l lu t io n  
c o v e t s p e c i f i c a l l y  f o r  y o u r o f f i c e .  F o llo w in g  the  in t r o d u c t io n  o f  the  
U n ite d  S ta te s  O i l  P o l lu t io n  A c t 1990, the se  U n d e rw r ite rs  rev iew ed  th e  h a 3 is  
on w h ic h  th e y  v e ro  p re p a re d  to  o f f e r  co ve rag e  in  re s p e c t o f  t h i s  e xp o s u re . 
The outcom e o f  t h is  re v ie w  van to  w ith d ra w  *1 1  p re v io u s  fo rm s o f  co ve r and 
o f f e r  i n  i t s  p la c e  th a  " l i n i c e d "  London f o r a ,  T h is  f o r a  does n o t c o v e r any 
a d d i t io n a l  cove rage  in  re s p e c t o f  s p e c i f i c  S ta te  R e g u la t io n s ,
A d d i t io n a l ly ,  th e y  no lo n g e r  o f f e r  n o r p ro v id e  any p c o o f o f  F in a n c ia l  
R e s p o n s ib i l i t y  under e i t h e r  th e  Acc o r  any S tace  R e g u la t io n .

I  do a p p re c ia te  th la  i s  no t vhac you wanted to  h oa r b u t must a d v is e  
t h a t  Loodoa U n d e rw r ite rs  a re  adazent tr . t h e i r  s ta n d  in  t h is  re n p e c t.

PO LLUTIO N

Statn  of Alaolca PlQauclal R espons ib i l i ty

Yours s in c e r e ly ,
LOWNDES LAMBERT MARINE MMTTP.n

LLOYD'S A n . S U ' V i V j M  C-JT 1 arfXil lirtfm J j ij rj

oCVa (1 Ka-ihai/ L r * X i  P C V  lill. 
liCV, £>|Ua4e» R O K k A

TOTAL P.02
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BY FAX

H.E. Masirow, Esq,Rcbins, Kao lan , M i l l e r  & C i r e s i  
1220 19th S t .  K.W. Su ite  700 Washington D.C. 20036 
U .S .A .

5 th  A p r i l  1991

Dear H a l ,  :
! /C e r t i f i c a t i o n :  A laska ! •'

Thank you f o r  your, l e t t e r  o f  1 s t  A p r i l  e n c lo s in g  copy o f  Foss ' l e t t e r  o f  28th March. !
Perhaps the s i - tp le s t  answer i s  t o  u n d e r l in e  t h a t  the  C lubs in  the Group a re n o t p repared to  i s s u e ! c e r t i f i c a t e s  o f  f i n a n c i a l  r e s p o n s ib i l i t y  in  any o f  the S ta te s .  Th is  seems t o  have been accepted now in  A laska where in  p ra c t ic e  c h a r t e r e r s  p ro v id e  the s e c u r i t y  req u ired  under S ta te  lav ;. ; I  r e g r e t  t h a t  th e re  i s  no f l e x i b i l i t y  on t h i s  is su e  and hope th a t  Fbss w i l l  be a b le  t o  reach a s a t i s f a c t o r y  conc lu s ion  w ith  the S ta te  a u t h o r i t i e s .

Yours s in c e r e ly ,

0  D . J .L .  W atk ins
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P.O. Box 1947 
Sitka, Alaska 99835 

Phone (907) 747-8460

Post-lt* brand fax transmittal memo 7871 lofpagos ►

Co. Co,

Dapt PhOnn t

“ * VC s r -  9 9 V S 7 7 7May 2 , 1991
Senato r D ick  E l ia s o n  P re s id en t  o f  th e  Senate Juneau, Ak.
Dear S ena to r  E l ia s o n :
Thank you f o r  you r prcrtpt response t o  rny phone c a l l  t h i s  morning, I  am en c lo s ing  cop ie s  o f  th e  th re e  l e t t e r s  I  d iscussed  w ith  you . The problem i s  th e  o u t f a l l  o f  HB 567 , passed l a s t  s e s s io n . The r e g u la t io n s  being deve loped by th e  DEC a r e  n o t  i n  p la c e  and w ithou t a program you cannot t e l l  the p la y e r s .  ThiB i s  generating ' much concern amoung p la y e rs  and sp e c ta to r s  a l i k e .
At the DEC p u b l ic  h ea r in g  in  S i t k a  yes te rday  evening a  la r g e  p o r t i o n  o f  th e  p u b l ic  exp ressed  a degree o f  d e l ig h t  th a t  t r a n s p o r t e r s  and o i l e r s  wore g e t t in g  what they  dese rved . I  d id  n o t f a v o r  these  peop le  w ith  my Economics 101 theme, th e  consumer pays' f o r  a l l  d i r e c t  and in d i r e c t  c o s t  i n  th e  purchase p r i c e .I  have been exposed t o  p ro je c te d  consumer c o s t  p e r  g a l l o n ,  o f  th e  c u r re n t  DEC r e g u la t io n s ,  o f  a low  o f  SO*? p e r  g a l lo n  t o  a h igh o f  57d p e r  g a l l o n .  S i t k a  F ue ls  i s  go ing  t o  ccnp ly  w ith  whatever washes ou t  o f  t h i s  d ea l and th e  end u se r w i l l  address a l l  c o s t s  except th e  an x ie ty  f a c t o r ,  and my b lood  p re s su re  i s  th e  same as twenty y e a rs  ago .
I  s t r o n g ly  suppo rt  th e  p o s i t i o n  o f  SB 263 by Sena to rs  Hoffman and Adams, reques t in g  a  d e la y  i n  implementing the  e f f e c t s  o f  HB 567 and b r in g ing  sane r e a l i sm  t o  th iB  "Land o f  0 2 " .
Thank you f o r  v o lu n te e r in g  you r s t a f f  t o  d is t r ib u te -  t o  o th e r  add ressees .I  w i l l  FAX d i r e c t  t o  the  L t .  Govenors o f f i c e .  A l l  th e  r e a l  h a l i b u t  f ishe rm en have l e f t  town.

Sena to r A l Adams Sena to r Sam Cotton s en a to r  R ick  H a l fo rd  Sena to r L loyd  Jones Speaker Ben G russendorf Rep resen ta t ive  Cheri Davis R ep resen ta t ive  J e r r y  Mackie Rep re sen ta t iv e  Robin T a y lo r  L t  Govenor Jack C o g h i l l

Don Brown
Enc lo su re s : Samson 5 -1 -9 1Venneberg 5 -1 -9 1R ib e l i n  Low e ll and Co. 4 -19 -91



MAY 02 '91 0 3 529PM P .2/4

S a m s o n  T u g  &  B a r g e  C o m p a n y ,  I n c .
Phone (907) 747 -8689 • Fax{807) 747 -5370 • P.O. B rr ;55S  • Sitka, Ala3 ka 99836

J e r o m e  B row n  May l r 1 9 9 1S i t k a  F u e l s ,  I n c .B o x  1 9 4 7  S i t k a ,  AK. 9 9 8 3 5

D e a r  M r .  B row n :

T h i s  l e t t e r  i s  t o  i n f o r m  y o u  t h a t  e f f e c t i v e  l  J u n e  1 9 9 1 ,  we w i l l  b e  u n a b l e  t o  d e l i v e r  a n y  p e t r o l e u m  p r o d u c t s  t o  y o u r  f a c i l i t y .  Due t o  A l a s k a  s t a t u t e s  (H B 5 6 7 )  t h a t  w i l l  becom e e f f e c t i v e  J u n e  1 ,  1 9 9 1 , Sam son  Tug  a n d  B a r g e  w i l l  b e  u n a b l e  t o  c o m p ly  w i t h  t h e  l a w ,  w h ic h  we c o n s i d e r  u n w o r k a b l e .  F u r t h e r  o p e r a t i o n s  u n d e r  o u r  C o n t i n g e n c y  P l a n  w o u ld  c o n s t i t u t e  an  i l l e g a l  a c t i o n  o n  o u r  p a r t .  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  f o r  t h e  T /B  A n n a h o o t z  i B  m i n im a l  i n  c o m p a r i s o n  t o  t h e  p o s s i b l e  l i a b i l i t i e s  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  i n a i d e n t .  T h e r e f o r e  b e c a u s e  o f  r e g u l a t o r y  a c t i o n  and  i n c r e a s i n g  c o s t  we a r e  f o r c e d  t o  d i s c o n t i n u e  o u r  f u e l  d e l i v e r y  s e r v i c e .
P r e s e n t l y ,  t h e r e  i s  l e g i s l a t i v e  a c t i o n  t o  amend HB 5 6 7  a n d  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  1 9 9 2 .  I n  t h e  e v e n t  t h i s  b i l l , '  SB 2 6 3 ,  p a s s e s ,  we w i l l  c o n t i n u e  o u r  f u e l  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  s e r v i c e .
We r e g r e t  t h i s  a c t i o n  t o  a  l o n g  an d  v a l u e d  c u s t o m e r ,  h o w e v e r  we m u s t  p r o t e c t  o u r  com pany a n d  i t s  e m p lo y e e s .  T h a n k  y o u  f o r  y o u r  p a t r o n a g e  a n d  y o u r  u n d e r s t a n d i n g .
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VEE N N E B E R G  I N S U R A N C E .  I N C

May 1 ,  1 9 9 1
225 Harbor Drive 

P.O. Box 199 
Sitka, Alaska 99835 

(907) 747-8625 
FAX (907) 747-5065

J e r o m e  B ro vm  S i t k a  F u e l s ,  I n o .P .O .  B e x  1 9 4 7  S i t k a ,  AK 9 9 8 3 5
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 r o m e :
T h e  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 l s ,  I n c .  i s  d u e  t o  e x p i r e  o n  6 / 4 / 9 1 .
We h a v e  b e e n  n o t i f i e d  b y  R i b 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  l e a d  u n d e r w r i t e r s  i n  L o n d o n  f o r  t h i s  p r o g r a m  a r e  p u l l i n g  o u t .  T h e y  a r e  i n  t h e  p r o c e s s  o f  r e m a r k e t i n g  t o  new u n d e r w r i t e r s  a n d  b e l i e v e  t h a t  t h e y  w i l l  b e  a b l e  t o  p l a c e  t h e  c o v e r a g e  b u t  a t  a  s u b s t a n t i a l l y  h i g h e r  p re m iu m .  L a s t  y e a r s  c o s t  o f  $ 2 7 , 0 0 0  i s  l i k e l y  t o  i n c r e a s e  t o  s o m e t h i n 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 r e ,  t h e  p r o b l e m  w i t h  m a r k e t i n g  t h i s  c o v e r a g e  i s  t h e  r e q u i r e m e n t s  t h a t  DEC h a s  i n  t h e  " A l a s k a  E n d o r s e m e n t " .  We a r e  i n  t h e  p r o c e s s  o f  g e t t i n g  q u o t e s  f r o m  tw o  o t h e r  m a r k e t s  w h ic h  a r e  a b l e  t o  p r o v i d e  t h i s  c o v e r a g e  b u t  w i t h o u t  t h e  c u r r e n t  w o r d in g  o f  t h e  " A l a s k a  E n d o r s e m e n t " .
One o f  t h e s e  m a r k e t s ,  A IG , i s  a  v e r y  l a r g e  w r i t e r  o f  e n v i r o n m e n t a l  im p a i rm e n t  l i a b i l i t y .  T h e y  h a v e  l o o k e d  o v e r  t h e  c u r r e n t  DEC r e q u i r e d  w o r d i n g  f o r  A l a s k a  a n d  b e l i e v e  t h a t  tw o  p r o b l e m s  e x i s t .  One i s  t h a t  t h e  w o r d 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  (N o  D e d u c t i b l e ) . T he  o t h e r  p r o b l e m  e x i s t s  i n  c h a n g in g  t h e  c o v e r a g e  f r o m  a  c l a im s  made t o  a n  o c c u r r e n c e  b a s i s .
T h e  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  l a w s a r e  l i m i t i n g  c o m p e t i t i o n  f o r  t h i s  c o v e r a g e  t o  o n l y  o n e  s o u r c e .  I t  i s  p o s s i b l e  f o r  DEC t o  c h a n g e  t h e  w o r d i n g  r e q u i r e m e .  t s  and  n o t  r e d u c e  t h e  c o v e r a g e  t h a t  j  s  c a r r i e d  b y  S i t k a  F u e l s .
I f  y o u  h a v e  a n y  q u e s t i o n s  on  t h i s  o r  n e e d  a n y  a d d i t i o n a l  i n f o r m a t i o n  p l e a s e  l e t  me kn ow .
S i n c e r e l y ,

M ik e  V e n n e b e r g
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S a m s o n  T u g  &  B a r g e  C o m p a n y ,  I n c .
Phone (9071747-8559 • Fax(907) 747-5370 • P.O. Box 559  • Sitka, Alaska 99835

A l a s k a  S t a t e  L e g i s l a t u r e  P .O .  B o x  VS t a t e  C a p i t o l  B u i l d i n g  J u n e a u ,  AK . 9 9 8 1 1

D e a r  S e n a t o r  E l i a s o n :

A m a r i n e  i n d u s t r y  o r g a n i z a t i o n  f r o m  A n c h o r a g e  a d v i s e d  u s  o n  F r i d a y  May 2 6 ,  1 9 9 1 ,  o f  S e n a t e  B i l l  2 6 3 ,  w h ia h  h a d  b e e n  i n t r o d u c e d ,  was i n  c o m m i t t e e ,  a n d  t h a t  t e s t im o n y  w as  b e i n g  r e c e i v e d  o n  t h a t  a f t e r n o o n .  T h i s  b i l l  w o u ld  amend a  p o r t i o n  o f  HB 5 6 7  o f  1 9 9 0 .  i t  w o u ld  o f f e r  som e  r e l i e f  f r o m  t h e  r e g u l a t i o n s  t h a t  g o  i n t o  e f f e c t  o n  1 J u n e  1 9 9 1 ;  e x t e n d i n g  p o r t i o n s  o f  t h e  r e g s  u n t i l  1 9 9 2 .  We h a v e  s u b m i t t e d  w r i t t e n  comment on  t h i s  b i l l  t o  t h e  O i l  a n d  Gas C o m m i t t e e .  Wo i n v i t e  y o u  t o  r e v i e w  t h e  b i l l  a n d  e n c o u r a g e  i t s  p a s s a g e .
S e n a t e  B i l l  2C 3 w o u ld  a l l o w  t im e  t o  s t u d y  a n d  a n a l y z e  n o n - c r u d e  o p e r a t i o n s ,  i n c l u d i n g  f a c i l i t y  o p e r a t i o n s ,  t r a n s p o r t a t i o n  o f  an d  t h e  e c o n o m ic  e f f e c t s .  The  o p e r a t i o n a l  a n d  e n g i n e e r i n g  s t a n d a r d 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 i d e r  t o  b e  u n w o r k a b le  
and as a r e s u l t  p e t r o l e u m  t r a n s p o r t a t i o n  o p e r a t i o n s  b y  o u r  com pany  w i l l  b e  d i s c o n t i n u e d  o n  J u n e  1 ,  1 9 9 1 .  O p e r a t i n g  u n d e r  t h e  i n t e r i m  a p p r o v e d  c o n t i n g e n c y  p l a n  we now h a v e ,  p l u s  am endm en ts  t h a t  m u s t  b e  m ade , we f e e l  c a n n o t  b e  d one  l e g a l l y .  T h e  o p p o s i t e  o f  c o u r s e  b e i n g  i l l e g a l ,  w h ic h  s u b j e c t s  Samson Tug  a n d  B a r g 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 ,  a n d  p o s s i b l e  c r i m i n a l  a c t i o n .  We h a v e  b e e n  a d v i s 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  c o m p a n ie s  a r e  c o n s i d e r i n g  t h i s  same a v e n u e .
As o u r  S t a t e  S e n a t o r ,  we w ou 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 t e  o n  t h e  o u tc om e  o f  t h i s  b i l l  a nd  f u t u r e  b i l l s  c o n c e r n i n g  t h e  t r a n s p o r t a t i o n  o f  p e t r o l e u m  p r o d u c t s .

S e n a t o r  D i c k  E l i a s o n May 2 ,  1 9 9 1

S i n c e r e l y
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committee name

committee on __ dated O S . A p h c  i ^ I
bill/subject I

We a r e  i n  f a v o r  o f  SB 2 6 3 .  T h e r e  m u s t  b e  an  u n d e r s t a n d i n g  o f  t h e  d i f f e r e n c e  b e tw e en  p e r s i s t e n t  p e t r o l e u m  p r o d u c e s  ( c r u d e  an d  h e a v y  o i l s  t h a t  a r e  g o i n g  t o  h ang  a r o u n d  a w h i l e )  and  n o n - p e r s i s t e n t  p e t r o l e u m  p r o d u c t s  ( g a s o l i n e ,  d i e s e l ,  a nd  a v i a t i o n  f u e l s  t h a t  a r e  g o i n g  t o  d i s s i p a t e  t h r u  v a r i o u s  a v e n u e s  i n  s h o r t  t im e )  b y  t h e  r e g u l a t o r s ,  t o  make HB 5 6 7  w o r k a b l e .  The  i n d u s t r y  t h a t  t r a n s p o r t s  and  s t o r e s  n o n - p e r s i s t e n t  p e t r o l e u m  p r o d u c t s  a r e  f o r c e d  t o  c om p ly  w i t h  r e g u l a t i o n s  t h a t  a r e  a im ed  a t  t h e  p e r s i s t e n t  o i l  t r a n s p o r t e r s .  T h e r e  i s  a  d i f f e r e n c e  i n  t h e  tw o .  S o m e th in g  m u s t  b e  d o n e  t o  amend t h e  r e g u l a 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 5 6 7  a s  i t  s t a n d s  i s  g o i n g  t o  be f a r  r e a c h i n g .  C o n t i n u i n g  a l o n g  t h e  t r a c k l i n e  now s e t ,  t h e  num ber o f  t r a n s p o r t e r s  i n  b u s i n e s s  i s  g o i n g  t o  d e c l i n e  v e r y  r a p i d l y .  Who i s  w i l l i n g  t o  m o r t g a g e  t h e  com pany  t o  p a y  t h e  i n s u r a n c e  p rem ium  s o  t h e y  c a n  t r a n s p o r t  g a s  and  o i l  i n  A l a s k a ?  B u t  w o r s e  o f  a l l ,  t h e  c o n s u m e r  i n  t h e  b u sh  a n d  t h e  s m a l l  c o a s t a l  c o m m u n i t i e s  a n d  t h eS t a t e  o f  A l a s k a  a r e  g o i n g  t o  p a y  t h e  c o s t .
T o  m ake t h i s  b i l l  w o r k ,  when p a s s e d ,  t h e  l e g i s l a t u r e  a n d  t h e  D e p a r tm 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  (DEC) m u s t  be  w i l l i n g  t o  l i s t e n  an d  l e a r n  f r o m  t h e  i n d u s t r y  ( t h e  n o n - p e r s i s t e n t  g a s  a n d  o i lt r a n s p o r t e r s  an d  f a c i l i t y  o p e r a t o r s )  on  who , w h a t ,  w h e r e ,  when andhow t h e  i n d u s t r y  f u n c t i o n s .  To  d a t e  i n  d e a l i n g  w i t h  DEC and  i n  r e v i e w i n g  " p r e l i m i n a r y  d r a f t  1 / 2 8 / 9 1  -  o i l  d i s c h a r g e  andc o n t i n g e n c y  p l a n s " ,  i t  i s  e a s i l y  n o t i c e a b l e ,  t h e  i n e x p e r i e n c e  o f  p e r s o n n e l  i n v o l v e d  i n  t h e  r e g u l a t o r y  p r o c e s s .
P u t  common s e n s e  and  c o m m u n ic a t i o n  t o  w o rk  i n  s o l v i n g  t h i s  p r o b l e m ,  p a s s  SB 2 6 ^ a n d ^  l e t  u s  s t u d y  t h e  p r o b l e m  t o g e t h e r .
Signed:

Testifier

^-Bepresenting (Optional)
V - t ) - '&>X S S *7 , vS/'Tfca, Q J C  W 9 &

Address,
( M \  H I -  £ 5 5 * 7 _________________________________

Phone No.

3 96 Legislative irtc/m anon Oll'cs



May 6 ,  1 9 9 1

S e n a t o r  L y m a n  H o f f m a n  V IA  FAX A6 5 - A 5 2 3
A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  H o f f m a n :

W h i t e  P a s s  A l a s k a  s t r o n g l y  s u p p o r t s  y o u r  S e n a t e  B i l l  2 6 3  
d e l a y i n g  t h e  i m p l e m e n t a t i o n  o f  t h e  e f f e c t s  o f  H o u s e  B i l l  
5 6 7  u n t i l  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  c a n  
d e v e l o p  s o m e  r e a l i s t i c  r e g u l a t i o n s .

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

W h i t e  P a s s  A l a s k a  s p e c i f i c a l l y  e n d o r s e e  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  a n  e c o n o m i c  a n a l y s i s  b y  DEC o f  i t s  
a c t i o n s .

T h a n k  y o u  a n d  p l e a s e  l e t  u s  k n o w  i f  w e  c a n  h e l p  y o u .  

S i n c e r e l y ,

M. P a u l  T a y l o r  
V i c e  P r e s i d e n t  
A l a s k a  O p e r a t i o n s

c c :  M .P .  T a y l o r
D a v e  B l a c k  
S t a n  S e l m e r  
G e o r g e  T i p t o n  
T o n y  L e i c h t y  
W a r r e n  P e l l e t t  
O s c a r  J o n e s  
I a n  B l a c k  
J e r r y  D a v i s



2 ?

White Pass Alaska

May 7 ,  1991

S e n a t o r  Lyman H o f fm a n V IA  FAX 4 5 6 - 4 5 2 3A la s k a  S t a t e  L e g i s l a t u r eP .  0 .  B ox  VJ u n e a u ,  A la s k a  9 r 8 1 1

D e a r  S e n a t o r  H o f fm a n :
W h i te  P a s s  A la s k a  s u p p o r t s  y o u r  S e n a t e  B i l l  # 2 6 3  d e l a y i n g  t h e  im p le m e n t a t i o n  o f  t h e  e f f e c t s  o f  h o u s e  B i l l  # 5 6 7  u n t i l  t h e  D e p a r tm 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  can  d e v e l o p  m o re  r e a l i s t i c  r e g u l a t i o n s .
As A la s k a n  F e t r o l e u m  O p e r a t i o n s  M anage r f o r  W h i t e  P a s s ,  i t  i s  my o p i n i o n  t h a t  t h e  p r o p o s e d  r e g u l a t i o n s  b y  DEC a r e  p r a c t i c a l l y  im p o s s i b l e  f o r  n o n - c r u d e  o p e r a t o r s  t o  c om p ly  w i t h .  F u r t h e r ,  W h ite  P a s s  A la s k a  s p e c i f i c a l l y  e n d o r s 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 e c o n om ic  a n a l y s i s  by  DEC o f  i t s  a c t i o n s .
As a p a r t i c i p a n t  i n  t h e  J u n e a u ,  S i t k a  and K e t c h i k a n  DEC W o rk ­s h o p s  o f  4 / 3 0 ,  5 / 1  and 5 / 2 ,  i t  i s  e v i d e n t  t h a t  m ore  t im e  i s  r e q u i r e d  f o r  a l l  p a r t i e s  i n v o l v e d  t o  a r r i v e  a t  a v i a b l e  s o l u t i o n .
My s t a f f  and I  a r e  w i l l i n g  t o  p a r t i c i p a t e  in  an y  way we c a n .  P l e a s e  l e t  u s  know i f  we c a n  be o f  a n y  f u r t h e r  h e l p .

S i n c e r e l y ,

D a v id  A M anager
A la s k a  O p e r a t i o n s



White Pass Alaska

May 7 ,  1991

S e n a t o r  Lyman H o f fm a n  VIA FAX 4 6 5 - 4 5 2 3A la s k a  S t a t e  L e g i s l a t u r e  P .  0 .  Box V J u n e a u ,  A la s k a  9 9 8 1 1

D e a r  S e n a t o r  H o f fm a n :
We a t  t h e  W h i t e  P a s s  A la s k a  H a in e s  f u e l  f a c i l i t y  s u p p o r t  y o u r  S e n a t e  B i l l  # 2 6 3  t h a t  d e l a y s  t h e  im p le m e n t a t i o n  o f  t h e  e f f e c t s  o f  House B i l l  # 5 6 7  u n t i l  t h e  D e p a r tm e n t  o f  E n v i r o n m e n t a l  Con­s e r v a t i o n  h a s  had  t im e  t o  d e v e lo p  m ore  r e a l i s t i c  r e g u l a t i o n s .The p r o p o s e d  r e g u l a t i o n s  b y  DEC, a s  t h e y  s t a n d ,  a r e  n e a r l y  i f  n o t  im p o s s i b l e  f o r  n on  c ru d e  o p e r a t o r s  t o  c om p ly  w i t h .
The p e r s o n n e l  o f  t h e  W h i t e  P a s s  A la s k a  f u e l  f a c i l i t y  s p e c i f i c a l l y  e n d o r s e  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 e c o n om ic  a n a l y s i s  by  DEC o f  i t s  a c t i o n s .
As members o f  t h e  P e t r o l e u m  I n d u s t r y ,  we w ou ld  be g l a d  t o  meet w i t h  DEC and a s s i s t  i n  d e v e l o p i n g  t h e  n e ed ed  r e g u l a t i o n s .
P l e a s e  l e t  u s  know i f  we can  be o f  any a d d i t i o n a l  a s s i s t a n c e .

S i n c e r e l y ,

M anage rW h i t e  P a s s  A la s k a  -  H a in e s

P.O. Box 590, Haine6, Alaska 99827 Telephone: 1907) 766-2338



I§^ White Pass Alaska

H a y  7 , 1 9 9 1

S e n a t o r  L y m a n  H o f f m a n VI A  FAX 4 6 5 - 4 5 2 3
A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  H o f f m a n t

J. s t r o n g l y  s u p p o r t  S e n a t e  B i l l  2 6 3  d e l a y i n g  t h e  J u n e  1 ,  1 9 9 1  
i m p l e m e n t a t i o n  o f  HB 5 6 7  a s  t h e  l a n g u a g e  a n d  r e g u l a t i o n s  a r e  
t o t a l l y  u n r e a l i s t i c .

J  h a v e  t a l k e d  w i t h  S e n a t o r  S t e v e  F r a n k  a n d  h e  s u p p o r t s  t h e  d e l a y  
u n t i l  AD SC c a n  d e v e l o p  s o m e  w o r k a b l e  r e g u l a t i o n s .

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

I  s p e c i f i c a l l y  a g r e e  w i t h  t h e  p o r t i o n  w h i c h  w o u l d  r e q u i r e  a n  
e c o n o m i c  a n a l y s i s  b y  ADEC o f  i t s  a c t i o n s .  S i n c e  t h e  S t a t e  
s u b s i d i z e s  t h e  r u r a l  e l e c t r i c a l  c o - o p s , a n  e v e n  g r e a t e r  e x p e n s e  
w o u l d  b e  b u r d e n e d  b y  t h e  S t a t e ,  d u e  t o  t h e  e x t r a  c a p i t a l  
e x p e n d i t u r e s  t o  c o m p l y .  T h i s  i s  J u s t  o n e  e x a m p l e  o f  w h a t  c o u l d  
h a p p e n .

T h a n k  y o u  a n d  p l e a s e  l e t  me k n o w  i f  I  c a n  h e l p .

R e s p e c t  f u l l y ,

I .  . ji a k

H a n a g e r - K e t c h i k a n  T e r m i n a l
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L A W  O F F I C E S

B i r c h ,  H o r t o n .  B i t t n e r  a n d  C h e r o t  A  P R O F E S S I O N A L  C O R P O R A T I O N

O N E  S E A L A S K A  P L A Z A ,  S U I T E  3 0 1  • J U N E A U ,  A L A S K A  9 9 8 0 1 T E L E P H O N E  1 0 0  7 )  5 0 6 - 2 8 9 0  • T E L E C O P I E R  1 9 0 7 )  5 8 G - 9 8 I A

T H O M A S  L. A L O C n T * t t
j .  o u o r p n c v  b e n t l e y *
R O N A L D  Q .  B I R C H * *  
W ILL IAM  M. B I T T N E R * ’ 
KATHRYN  A. O l A CK  
D O U G L A S  B L A N K E N S H I P  
P H IL IP  B L U M S T E I N  
C O R Y  R. B O R G E S O N  
S T E P H A N IE  P. B O S T O N  
M A ROA RL T  M .  B R A U N t  
W ILL IAM B U M P E R S *  
J O H N  J. B U R N S  
G E R A L O lN E  M. C A R R *  
S U Z A N N E  C H E R O T * *

J O S E P H  M.  C M O M S H I * *  
PA T R I C K  H. C O L E  
K IM  U U N N  
E R I C  A .  E l 5 E N * * t  
n A L P H  V. ERTZ  
J O S E P H  W. E V A NS * *  
P A U L  E W E R S  
W IL L IAM  WL G A R N E R *  
J O H N  W. G R I G G S ' *  
W IL L IAM  R  H O R N *
H AL  R. H O R T O N * *  
S T E P H E N  H .  H U T C H I N G S  
M A R C  W  J U N E  
M I N D Y  R. K O R N O E R G * *

S T A N L EY  T. L EW IS  
L E S L I E  C .  L O N G E N B A U O H  
M I C H A E L  J . P A R I3 E  
T IM O TH Y  J. P C T U M E N O S  
E L I Z A B E T H  A. P H I L L IP S  
S T E V E N  P M A O C L L  
M I C H A E L  V. R E U S I N G  
E L I S A B E T H  H .  R O S S * *
E.  B U O O  S I M P S O N  
S T E P H E N  F. S O R E N S E N  
S H E R I D A N  S T R I C K L A N D * * 
J O N A T H A N  K. T I L L I N GM A S T  
T. H E N R Y  W I L S O N

O f  COUNSEL 
J A M E S  O. N O R O A L t

1127 W E S T  S E V E N T H  A V E N U E  
A N C H O R A O E .  A L A S K A  U U H O I  

1*307) 2 7 0 - I B B 0  
T E L C C O P I E M  1007 )  2 7 0 - 2 0 2 2

•O.C. BAR 
**0.C. ANO ALASKA BAR 
tMARYLAND BAR 
IVIROINIA OAR 
ALL OTHERS ALASKA BAR

K E Y  H A N K  H U I L O I N O  
I O O  C U S H M A N  S T R E E T ,  S U I T E  311 

F A I R B A N K S .  A L A S K A  0 0 7 0 1  
10071 4 5 2 - 1 8 6 0  

T E L E C O P I E R  1007 )  4 5 6 - 5 0 5 3

I I B B  C O N N E C T I C U T  A V E . .  N .W .  
S U I T E  1 2 0 0  

W A S H I N G T O N ,  O . C .  2 0 0 3 0  
(2021 6 5 0 - 5 0 0 0  

T E L E C O P I E R  1202)  6 5 8 - 1 0 2 7May 6 ,  1 9 9 1

R e p r e s e n t a t i v e  C l i f f  D a v i d s o n  P .O .  B o x  VJ u n e a u ,  A l a s k a  9 9 8 1 1

R e :  HB312O u r  F i l e  N o . :  4 0 1 . 5 9 0 . 1
D e a r  R e p r e s e n t a t i v e  D a v i d s o n :

We r e p r e s e n t  N o r t h e r n  T r a n s p o r t a t i o n  Company , L t d .  N o r t h e r n  T r a n s p o r t a t i o 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 i o n a l  C o r p o r a t i o n ,  a C a n a d i a n  N a t i v e  c o r p o r a t i o n .  N o r t h e r n  T r a n s p o r t a t i o n  i n t e n d s  t o  s h i p  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 r o d u c t s  t o  v a r i o u s  N o r t h  S l o p e  c o m m u n i t i e s  t h i s  sum m er. The p r o d u c t  w i l l  b e  t r a n s p o r t e d  b y  b a r g e ;  a n d ,  a s  a r e s u l t ,  N o r t h e r n  T r a n s p o r t a t i o n  m u s t  o b t a i n  ADEC a p p r o v a l  o f  b o t h  an  o i l  s p i l l  c o n t i n g e n c y  p l a n  a n 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 .
N o r t h e r n  T r a n s p o r t a t i o n  s u p p o r t s  t h e  g o a l s  b e h in d  H B 3 1 2 .  T h e  b i l l  w o u ld  f a c e  up  t o  t h e  h a r d  r e a l i t y  t h a t  A l a s k a ' s  r e f i n e d  p e t r o l e u m  t r a d e  may b e  u n a b l e  t o  m e e t  t h e  new demands o f  H B 5 6 7 ,  w h ic h  w o u ld  o t h e r w i s e  t a k e  e f f e c t  i n  J u n e .  W i th  r e s p e c t  t o  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  l a w s ,  h o w e v e r ,  N o r t h e r n  T r a n s p o r t a t i o n  u r g e s  t h a t  t h e  s c o p e  o f  t h e  l e g i s l a t i o n  b e  e x p a n d e d .  W i t h 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 l a 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 t s  w o u ld  r e m a in  i n  p e r i l .
On t h e  o t h e r  h a n d ,  d e f e r r i n g  t h e  e f f e c t i v e  d a t e  o f  l a s t  y e a r ' s  c h 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 i v e  i n d u s t r y  o f  o n e  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 .

T he  c o m m u n i t i e s  t o  be  s e r v e d  i n c l u d e  B a r r o w ,  W a i n w r i g h t ,  P o i n t  L a y ,  P o i n t  Hope an d  B a r t e r  I s l a n d — i n  a d d i t i o n  t o  a s i n g l e  d e l i v e r y  t o  P ru d h o e  B a y .



Birch, Horton, Bittner, Cherot and Anderson
a pporr.&aiOMAi. corporation

M a y  6, 1 9 9 1
R e p r e s e n t a t i v e  C l i f f  D a v i d s o n  P a g e  2

L e t  m e  e x p l a i n :

A. 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  e x i s t i n g  l a w  ( t h a t  is, p r e -  
H B 5 6 7 ), N o r t h e r n  T r a n s p o r t a t i o n  w o u l d  b e  r e q u i r e d  t o  p o s t  
a p p r o x i m a t e l y  $ 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 n d e r  H B 5 6 7 ,  
t h e  a m o u n t  woi^ld b e  i n c r e a s e d  n e a r l y  t e n f o l d — t o  a p p r o x i m a t e l y  
$ 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 i a l  i n c r e 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  p o s e  a s u b s t a n t i a l  h a r d s h i p  
o n  s m a l l  o p e r a t o r s .

M o r e  f u n d a m e n t a l l y ,  t h e  o p t i o n s  f o r  p r o v i d i n 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 r e  d e c r e a s i n g ,  r a t h e r  t h a n  i n c r e a s i n g .  U n d e r  
c u r r e n t  la w ,  N o r t h e r n  T r a n s p o r t a t i o n  h a s  f o u r  a l t e r n a t e  m e a n s  o f  
m e e t i n g  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 — s e l f  
i n s u r a n c e ,  g u a r a n t e e ,  s u r e t  ■ o r  i n s u r a n c e .  H o w e v e r ,  A D E C ' s  

r e g u l a t i o n s  a l l o w  a p a r t y  t o  s e l f  i n s u r e  o n l y  if it h a s  s u f f i c i e n t  
U n i t e d  S t a t e s  a s s e t s .  A n d ,  t h e  s a m e  r e q u i r e m e n t  a p p l i e s  t o  a n y  
g u a r a n t o r  t h a t  t h e  c o m p a n y  m i g h t  s e e k  t o  e m p l o y .  S e e  10 A A C  2 0 . 0 5 5  
a n d  18 A A C  2 0 . 0 8 5 .  B e i n g  a f o r e i g n  c o m p a n y ,  N o r t h e r n
T r a n s p o r t a t i o n  is t h u s  l i m i t e d  t o  t w o  o p t i o n s — i n s u r a n c e  o r  a 
s u r e t y  b o n d .

H o w e v e r ,  c u r r e n t  l a w  (as w e l l  a s  H B 5 6 7 )  r e q u i r e s  t h a t  a n y  

i n s u r e r  o r  s u r e t y  m u s t  a g r e e  t o  s u b m i t  t o  " d i r e c t  a c t i o n "  i n  A l a s k a  
s t a t e  c o u r t s .  " D i r e c t  a c t i o n "  m e a n s  t h a t  t h e  i n j u r e d  p a r t y  m a y  s u e  
t h e  i n s u r a n c e  c o m p a n y  (or s u r e t y )  d i r e c t l y ,  r a t h e r  t h a n  t h r o u g h  t h e  
i n s u r e d  (as is c u s t o m a r i l y  t h e  c a s e ) . T h e r e  h a s  n e v e r  b e e n  v e r y  
m u c h  d i r e c t  a c t i o n  i n s u r a n c e  a v a i l a b l e ,  p r i n c i p a l l y  b e c a u s e  m o s t  
P r o t e c t i o n  a n d  I n d e m n i t y  (P&I) C l u b s  h a v e  d e c l i n e d  t o  p r o v i d e  it. 
I t  i s  f o r  t h i s  r e a s o n  t h a t  H B 5 6 7  a l l o w e d  n o n - d i r e c t  a c t i o n  

i n s u r a n c e  t o  b e  u s e 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  in e x c e s s  o f  
$ 5 0  m i l l i o n .

U n f o r t u n a t e l y ,  t h e  d i r e c t  a c t i o n  i n s u r a n c e  m a r k e t  n o w  a p p e a r s  
t o  h a v e  d r i e d  u p  c o m p l e t e l y . F o r  e x a m p l e ,  u n t i l  r e c e n t l y  s m a l l  
a m o u n t s  o f  d i r e c t  a c t i o n  i n s u r a n c e  w e r e  a v a i l a b l e  t h r o u g h  t h e  
P o r t l a n d  b r o k e r  o f  G e n e  S a u s e  a n d  C o m p a n y .  H o w e v e r ,  a s  t h e  

e n c l o s e d  c o r r e s p o n d e n c e  i n d i c a t e s ,  t h a t  b r o k e r  is n o w  n o  l o n g e r  
a b l e  t o  p l a c e  a n y  d i r e c t  a c t i o n  i n s u r a n c e ;  and, it is o u r  
u n d e r s t a n d i n g  ( b a s e d  o n  c o n v e r s a t i o n s  w i t h  A D E C )  t h a t  o t h e r  
p o t e n t i a l  p r o v i d e r s  h a v e  l e f t  t h e  m a r k e t  a s  w e l l .

2
U n d e r  e x i s t i n g  law, o i l  b a r g e s  a r e  r e q u i r e d  t o  p o s t  a n  a m o u n t  

e q u a l  t o  t h e  a m o u n t  r e q u i r e d  u n d e r  t h e  f e d e r a l  C l e a n  W a t e r  Ac t ,  
w h i c h  w a s  $ 1 5 0 / g r o s s  ton.

3T h i s  a m o u n t  is c a l c u l a t e d  o n  t h e  b a s i s  o f  t h e  c a r r y i n g  
c a p a c i t y  o f  t h e  c o m p a n y ' s  l a r g e s t  b a r g e  o p e r a t i n g  i n  A l a 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 t h  c u r r e n t  l a w  a n d  1IB56? l e a v e  N o r t h e r n  T r a n s p o r t a t i o n  
(and, in fac t ,  a n y  i n t e r n a t i o n a l  c a r r i e r )  in a n  i m p o s s i b l e  
p o s i t i o n .  T h e y  c a n n o t  s e l f  i n s u r e  b e c a u s e  o f  A D E C ' s  r e q u i r e m e n t  
t h a t  t h e  s e l f  i n s u r e d ' s  a s s e t s  be l o c a t e d  in t h e  U n i t e d  S t a t e s .  
C o n v e r s e l y ,  t h e y  c a n n o t  o b t a i n  d i r e c t  a c t i o n  i n s u r a n c e ,  b e c a u s e  
n o n e  is a v a i l a b l e .  A n d ,  b e c a u s e  t h i s  p r o b l e m  a r i s e s  u n d e r  e i t h e r  
c u r r e n t  l a w  o r  H B 5 6 7 ,  H B 3 1 2 ,  in its c u r r e n t  form, w o u l d  d o  n o t h i n 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 .

W e  w o u l d  t h e r e f o r e  s u g g e s t  o n e  o f  t w o  o p t i o n s :

1. T h e  i m m e d i a t e l v - e f f e c t i v e  r e p e a l  o f  t h e  d i r e c t  a c t i o n  
r e q u i r e m e n t  u n d e r  b o t h  c u r r e n t  law a n d  H B 5 6 7 . W e  u n d e r s t a n d  t h e  
r e a s o n s  f o r  t h e  d i r e c t  a c t i o n  r e q u i r e m e n t .  H o w e v e r ,  t h e  n e e d  f o r  
d i r e c t  a c t i o n  i n s u r a n c e  h a s  l e s s e n e d  a s  t h e  r e s u l t  of o t h e r ,  n e w l y -  
e n a c t e d  f i n a n c i a l  g u a r a n t e e s — i n c l u d i n g  t h 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  f u n d  e s t a b l i s h e d  u n d e r  t h e  1 9 9 0  f e d e r a l  O i l  P o l l u t i o n  A c t .

M o r e  i m p o r t a n t l y ,  'd i r e c t  a c t i o n "  i n s u r a n c e  is n o  l o n g e r  
p o s s i b l e ;  o r

2. R e p e a l  t h e  r e q u i r e m e n t ,  in A P E C ' s  r e g u l a t i o n s ,  t h a t  a s e l f  

i n s u r e r ' s  a s s e t s  b e  d o m e s t i c a l l y  l o c a t e d . A D E C  c o u l d  i m p l e m e n t  
t h i s  c u r e  i t s e l f ,  s i n c e  t h e  " d o m e s t i c  a s s e t "  r e q u i r e m e n t  d o e s  n o t  
a p p e a r  i n  s t a t u t e .  A n d ,  w e  b e l i e v e  t h a t  t h e  c h a n g e  m a y  b e  
n e c e s s a r y  f o r  b o t h  c o n s t i t u t i o n a l  a n d  p r a c t i c a l  r e a s o n s .  S t a t e s  
m a y  n o t  u n r e a s o n a b l y  d i s c r i m i n a t e  a g a i n s t  f o r e i g n  o r  i n t e r s t a t e  
c o m m e r c e .  A n d  y e t  t h e  r e c e n t  e v a p o r a t i o n  o f  a n y  " d i r e c t  a c t i o n "  
i n s u r a n c e  m e a n s  t h a t  t h e  a g e n c y  is d o i n g  j u s t  t h a t .  I t  is 
p r e v e n t i n g  a f o r e i g n  c o r p o r a t i o n  f r o m  s e l f  i n s u r i n g ,  y e t  a t  t h e  

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

W e  h o p e ,  t h r o u g h  t h e  d e l i b e r a t i o n s  o n  H B 3 1 2 ,  t o  c o n v i n c e  A D E C  
t h a t  r e c e n t  e v e n t s  w a r r a n t  t h e  r e p e a l ,  a n d  e v e n  t h e  e m e r g e n c y  

r e p e a l ,  o f  t h e  " d o m e s t i c  a s s e t "  r u l e .  F o r e i g n  c o r p o r a t i o n s  w o u l d  
s t i l l  b e  r e q u i r e d  t o  s u b m i t  t o  t h e  j u r i s d i c t i o n  o f  A l a s k a  c o u r t s ,  
a n d  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  A l a s k a .

F i n a l l y ,  w h i l e  H B 3 1 2  f a i l s  t o  a d d r e s s  t h e  r e c e n t  l o s s  o f  t h e  
" d i r e c t  a c t i o n "  o p t i o n ,  i t  a l s o  o v e r l o o k s  a t  l e a s t  o n e  f a v o r a b l e  
p r o v i s i o n  o f  H B 5 6 7  w h o s e  e f f e c t i v e  d a t e  o u g h t  n o t  t o  b e  p o s t p o n e d .  
S p e c i f i c a l l y ,  H B 5 6 7  e x p a n d s  t h e  l i s t  o f  a v a i l a b l e  m e t h o d s  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  i n c l u d e  l e t t e r s  o f  c r e d i t .  W h i l e  a 

f o r e i g n  c o r p o r a t i o n  d e a l i n g  w i t h  f o r e i g n  b a n k s  m a y  s t i l l  f i n d  t h e  
l e t t e r  o f  c r e d i t  o p t i o n  d i f f i c u l t ,  a l l o w i n g  a l e t t e r  o f  c r e d i t  
o p t i o n  d o e s  p r o v i d e  s o m e  f l e x i b i l i t y  i n  a t t e m p t i n g  t o  m e e t  t h e  
r e q u i r e m e n t s  o f  e v e n  c u r r e n t  law.

2. O i l  S p i l l  C o n t i n g e n c y  P l a n s . W e  s u p p o r t  a o n e  y e a r  e x t e n s i o n  
o f  t h e  e f f e c t i v e  d a t e  f o r  H B 5 6 7 ' s  n e w  o i l  s p i l l  c o n t i n g e n c y  p l a n
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r e q u i r e m e n t s .  O i l  b a r g e  o p e r a t i o n s  l i k e  N o r t h e r n  T r a n s p o r t a t i o n ' s  
o f t e n  n a v i g a t e  in m o r e  r e m o t e  p a r t s  o f  t h e  s t a t e ,  w h e r e  c l e a n u p  
c a p a b i l i t y  is v e r y  l i m i t e d .  T h e  d e b a t e  o v e r  H B 5 6 7  f o c u s e d  o n  
P r i n c e  W i l l i a m  S o u n d ,  w h e r e  t h e  n a t u r e  o f  t h e  t r a d e  b e t t e r  a l l o w s  
f o r  r a p i d ,  l a r g e  s c a l e  i n c r e a s e s  in c l e a n u p  c a p a b i l i t y .  O u t s i d e  o f  
P r i n c e  W i l l i a m  S o u n d ,  a n d  p e r h a p s  C o o k  I n l e t ,  o i l  s p i l l  c l e a n u p  
r e s o u r c e s ,  a n d  t h e  a b i l i t y  t o  e x p a n d  t h o s e  r e s o u r c e s ,  a r e  f a r  m o r e  
l i m i t e d .

I n  s u m m a r y ,  N o r t h e r n  T r a n s p o r t a t i o n  s u p p o r t s  H B 3 1 2 ,  w i t h  t h e  
f o l l o w i n g  a m e n d m e n t s :

1. A  r e p e a l  o f  t h e  " d i r e c t  a c t i o n "  i n s u r a n c e  r e q u i r e m e n t — u n l e s s  
A D E C  is w i l l i n g  t o  c h a n g e  i t s  " d o m e s t i c  a s s e t "  r u l e ;  a n d

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

S i n c e r e l y

B I R C H ,  H O R T O N ,  B I T T N E R  & C H E R O T

J K T / k p b

cc: S e n a t o r  A l  A d a m s
M e m b e r s  o f  t h e  H o u s e  R e s o u r c e s  C o m m i t t e e  

J a n i c e  A d a i r ,  A D E C
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Jo h n  S a n d o r ,  C o m m is s io n e r
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
P O  B o x  0

J u n e a u ,  AK 9 9 5 8 1 1  

D e a r  C o m m is s io n e r :

L a s t  y e a r  t h e  L e g i s l a t u r e  p a s s e d  H o u se  B i l l  567 w h ic h  a d d r e s s 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  f o r  o i l  t e r m i n a l  o p e r a t o r s ,  a s  p r o v i d e d  i n  
A .S .  4 6 . 0 4 . 0 4 0 .  P r e s e n t l y ,  t h i s  p i e c e  o f  l e g i s l a t i o n  w as 
i n t r o d u c e d  a s  a  r e s p o n s e  t o  t h e  E x x o n  V a l d e z  s p i l l .

As s o  o f t e n  i s  t h e  c a s e ,  h a s t y  l e g i s l a t i o n  m a k e s  f o r  b a d  l a w ,  a n d  
I  b e l i e v e  t h a t  s u c h  a  c o n d i t i o n  e x i s t s  h e r e .  U n f o r t u n a t e l y ,  t h i s  
p i e c e  o f  l e g i s l a t i o n  . f a i l e d  t o  a d d r e s s  e x i s t i n g  s h o r t c o m i n g s  i n  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  s t a t u t e  a n d  a p p e a r s  t o  m e r e l y  p e r p e t u a t e  
a  w e a k n e s s  t h a t  r e a l l y  i s n ' t  i n  a n y o n e ' s  b e s t  i n t e r e s t s .

At h e a r i n g s  d u r i n g  c o n s i d e r a t i o n  o f  H B -5 6 7 ,  I  d i d  h a v e  t h e  
o p p o r t u n i t y  t o  com m ent o n  t h i s  i s s u e .  H o w e v e r ,  I  d o  n o t  b e l i e v e  
t h a t  I  d i d  a  v e r y  g o o d  j o b  o n  t h e  m a t t e r  b e c a u s e  p r o b l e m s  s t i l l  
e x i s t  i n  t h e  s t a t u t e .

I n  t h e  m e a n t i m e ,  I  h a v e  p r e p a r e d  a  p a p e r  o n  f i n a n c i a l  r e s p o n s i ­
b i l i t y  o f  o i l  t e r m i n a l  o p e r a t o r s  w h i c h  i s  r e l e v a n t  t o  t h e s e  
c o m m e n ts .  P l e a s e  n o t e  t h e  a t t a c h e d .

I f  y o u  s h o u l d  b e  s o  i n c l i n e d ,  I  w o u ld  b e  h a p p y  t o  d i s c u s s  t h i s  
m a t t e r  f u r t h e r .

P l e a s e  a d v i s e .

G e n e r a l  M an a g e r

l w b
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AS 4 6 . 0 4 , 0 4 0  ( a )  r e q u i r 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 non  
c r u d e  o i l  t e r m i n a l  i n  t h e  a m o u n t  o f  $25 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  c a p a c i t y  a t  t h e  t e r m i n a l  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 . . .

AS 4 6 . 0 4 . 0 4 0  ( e )  s t a t e s  t h a t  f i n a n c i a l  r e s p o n s i b i l i t y  may be  
d e m o n s t r a t e d  b y  o n e  o f  t h e  f o l l o w i n g :

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 .  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 t .
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 t .  

N u sh a g a k  E l e c t r i c  C o o p e r a t i v e ,  In c . .  h a s  n o n  c r u d e  c a p a c i t y  a s  f o l l o w s :

NEC i s  f i n a n c i a l l y  u n a b l e  t o  s e l f  i n s u r e  a n d  h a s  p u r c h a s e d  l i a b i l i t y  
i n s u r a n c e  t o  m e e t  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 q u i r e m e n t s  f r o m  
f o r e i g n  i n s u r e r s .  I n  1 9 8 9  t h e  c o s t  o f  I n s u r a n c e  w as  $ .0 2 1  p e r  g a l l o n  
o f  c a p a c i t y }  i n  1 9 9 0 ,  t h e  c o s t  i n c r e a s e d  t o  $ .0 2 6  p a r  g a l l o n  o f  
c a p a c i t y .  T h i s  r e p r e s e n t e d  a  2 3 , 8 1  i n c r e a s e  o r  m a k in g  a  t o t a l  a n n u a l  
c o s t  o f  $23 p e r  c o n s u m e r .  T h e r e  i s  n o t h i n g  t o  i n d i c a t e  t h a t  i n c r e a s e s  
i n  c o s t  w i l l  n o t  c o n t i n u e .

T h e  f o l l o w i n g  f a c t o r s  a r e  a p p r o p r i a t e  t o  t h e  d i s c u s s i o n  on  t h e
r e q u i r e m e n t s  o f  t h e  e x i s t i n g  s t a t u t e :

1 .  I t  w o u ld  s e e m  t h a t  e x p o s u r e  t o  o i l  s p i l l s  s h o u l d  b e  m ore  
p r o p e r l y  b a s e d  o n  t h r u - p u t  r a t h e r  t h a n  c a p a c i t y .  Two t a n k  f a r m s  
o f  i d e n t i c a l  c a p a c i t y  w o u ld  h a v e  w i d e l y  v a r y i n g  e x p o s u r e s  
d e p e n d i n g  o n  t h e  a m o u n t  o f  f u e l  pum ped  I n  a n d  o u t .  T h e r e f o r e  i t  
w o u ld  seem  r e a s o n a b l e  a s  w e l l  a s  s e n s i b l e  t o  b a s e  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 q u i r e m e n t s  o n  t h r u - p u t  a n d  n o t  c a p a c i t y .

2 .  O i l  S p i l l  P o l l u t i o n  L i a b i l i t y  I n s u r a n c e  i s  n o t  a v a i l a b l e  f ro m  
d o m e s t i c  i n s u r e r s }  i t  I s  a v a i l a b l e  f r o m  L l o y d s  o f  L ondon  o n l y .

3 .  T h e r e  i s  p r o b a b l y  g r e a t  d i v e r s i t y  o n  how  t e r m i n a l  o p e r a t o r s  
p r o v i 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  w i t h  l a r g e  o p e r a t o r s  b e i n g  
g e n e r a l l y  B e l f  i n s u r e d  a n d  s m a l l e r  o p e r a t o r s  ( t h o s e  l e a s t  a b l e  
t o  p a y )  p u r c h a s i n g  i n s u r a n c e  o r  l e t t e r s  o f  c r e d i t .

T ank  N o . 1 
T a n k  No, 2 
T an k  No. 3

5 2 0 . 0 0 0  g a l
5 2 0 . 0 0 0  g a l  

2 4 , 0 0 0  g a l

1 2 3 8 0  b b l s . 
1 2 3 8 0  b b l s .

571  b b l s .  
2 5 3 3 3  b b ' i s .17^7)4,7500 g a l
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L e t t e r s  o f  c r e d i t  w h i l e  c o s t i n g  s u b s t a n t i a l l y  l e s s  t h a n  
i n s u r a n c e  p r o v i d e  a  f a l s e  s e n s e  o f  s e c u r i t y  t o  t h e  o p e r a t o r  a n d  
t o  t h e  s t a t e .  I f  a  s p i l l  d o e s  o c c u r ,  t h e  s t a t e  i n r o e d i a t e l y  
f o r e c l o s e s  o n  t h e  l e t t e r  o f  c r e d i t  a n d  t h e  s m a l l  r u r a l  t e r m i n a l  
o p e r a t o r  m ay f i n d  h i m s e l f  s u d d e n l y  i n c r e a s i n g  h i s  d e b t  l o a d  b y  
$ 1 , 0 0 0 , 0 0 0  o r  m o r e .

T he i m p a c t  o f  s u c h  a  s i t u a t i o n  m ay w e l l  b e  t o  b a n k r u p t  t h e  
o p e r a t o r  w h i c h  i s  f r e q u e n t l y  a  m u n i c i p a l i t y  o r  a s m a l l  n o n  
p r o f i t  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 n d  t h u s  p l a c i n g  t h e m s e l v e s  i n  
a  f i n a n c i a l l y  p r e c a r i o u s  p o s i t i o n .  V e r y  l i k e l y  i t  w i l l  b e  t h e  
s t a t e  l e g i s l a t u r e  t h a t  h a s  t o  b a i l  t h e  t e r m i n a l  o p e r a t o r  o u t  
t h u s  u l t i m a t  l y  p a y i n g  f o r  t h e  d am ag e  c l a i m  t h a t  t h e  s t a t e  
i n i t i a t e d .

4 .  P u r c h a s i n g  l i a b i l i t y  i n s u r a n c e  i n c l u d i n g  p o l l u t i o n  l i a b i l i t y
i n s u r a n c e  n e v e r  p r o v i d e s  c o v e r a g e  f o r  d a m a g e s  i n c u r r e d  on  t h e  
i n s u r e d ' s  p r e m i s e s . G e n e r a l l y ,  t e r m i n a l  s p i l l s  o r i g i n a t e  on  t h e  
i n s u r e d ' s  p r e m i s e s  a n d  d e p e n d i n g  o n  m a g n i t u d e ,  may s p r e a d  t o  
o t h e r s '  p r e m i s e s .  A t  t h a t  p o i n t ,  t h e  p o l l u t i o n  l i a b i l i t y  
i n s u r a n c e  w o u ld  b e g i n  t o  a p p l y .

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

5 .  As o f  t h i s  w r i t i n g ,  i t  w o u l d  a p p e a r  t h a t  t h e r e  i s  l i t t l e
i n c e n t i v e  f o r  a n  o i l  t e r m i n a l  o p e r a t o r  t o  i m p r o v e  h i s  f a c i l i t y .  
T h e r e  s e e m s  t o  b e  l i t t l e  e n f o r c e m e n t  o f  s t a n d a r d s  o f  
c o n s t r u c t i o n  a p p l i c a b l e  t o  t a n k  f a r m s  a n d  r e l a t e d  d i k i n g  
f a c i l i t i e s .  T h e r e  i s  n o  s t a t e  o r  f e d e r a l  i n s p e c t i o n  p r o g r a m  i n  
u s e  t h a t  c a n  o f f e r  e v e n  a  m o d ic u m  o f  o v e r s i g h t  o r  
s t a n d a r d i z a t i o n  i n  t h e  o p e r a t i o n  a n d  d e v e l o p m e n t  o f  t a n k  f a r m s .

6 .  The f i n a n c i a l  r e s p o n s i b i l i t y  b a s e d  o n  c a p a c i t y  r a t h e r  t h a n  t h r u -
p u t  s e r v e s  a s  a  d e t e r r e n t  t o  i n s t a l l i n g  a d d i t i o n a l  c a p a c i t y .  
D i e s e l  f u e l  i s  t h e  s i n g l e  l a r g e s t  c o m p o n e n t  o f  t h e  c o s t  o f  
e l e c t r i c i t y  i n  t h e  r u r a l  a r e a s .  A l l  t o o  f r e q u e n t l y ,  t h e  r u r a l  
a r e a  i s  s e r v e d  b y  a  s i n g l e  s u p p l i e r  t h u s  c r e a t i n g  a  m o n o p o l i s t i c  
p o s i t i o n  ( a n d  a t t e n d a n t  h i g h  p r i c e s ) .  I n  t h e  D i l l i n g h a m  a r e a  
t h e  i n s t a l l a t i o n  o f  a d d i t i o n a l  c a p a c i t y  r e s u l t e d  i n  a  f u e l  c o s t  
t o  NEC a p p r o x i m a t i n g  50Z o f  t h a t  o f  t h e  s i n g l e  s o u r c e  s u p p l i e r .  
T h i s  r e s u l t e d  i n  s a v i n g s  o f  a p p r o x i m a t e l y  $ 4 8 ,0 0 0  p e r  m o n th  o f  
w h ic h  $ 1 6 , 0 0 0  r e s u l t e d  I n  d i r e c t  s a v i n g s  t o  t h e  s t a t e  i n  r e d u c e d  
n e e d  f o r  PCE. T h e  r u r a l  c o m m u n i ty  i s  h e l d  h o s t a g e  t o  t h e  s i n g l e  
s o u r c e  s u p p l i e r  a n d  e x i s t i n g  r e g u l a t i o n s  e x a c e r b a t e  t h i s
s i t u a t i o n .



INSURANCE POOLING

The c o n c e p t  o f  i n s u r a n c e  p o o l i n g  may m e e t  a  s u b s t a n t i a l  n e e d  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  r o r  a l l  t e r m i n a l  o p e r a t o r s  i n  t h e  s t a t e .  
T h i s  c o n c e p t  w o u ld  p r o v i d e  f o r  t h e  e s t a b l i s h m e n t  o f  a n  i n s u r a n c e  p o o l  
p r e s u m a b l y  o p e r a t e d  a s  a  s u b s i d i a r y  o f  t h e  D i v i s i o n  o f  I n s u r a n c e  
w h e re b y  a l l  t e r m i n a l  o p e r a t o r s  w o u ld  b e  o b l i g a t e d  t o  p r o v i d e  s u p p o r t  
b y  p rem iu m s b a s e d  on  t h r u - p u t  i n  t h e i r  f a c i l i t i e s .

A d v a n ta g e s  o f  s u c h  a  s y s t e m  w o u ld  i n c l u d e :

1. E ach  o p e r a t o r  w o u ld  h a v e  t h e  sam e l i a b i l i t y  o r  c o s t  b a s e d  on h i s  
own a c t i v i t y .

2 . S i n c e  i t  i s  a n t i c i p a t e d  t h a t  t h e r e  w o u ld  b e  100% p a r t i c i p a t i o n ,  
t h e  u n i t  c o s t  o f  p re m iu m s  w o u ld  b e  m uch  l o w e r  t h a n  a r e  p r e s e n t l y  
p a i d  t o  L l o y d s .

3 .  T h i s  p r o g r a m  w o u l d  b e  s e  s u p p o r t i n g ;  a d m i n i s t r a t i o n  c o s t s
w o u ld  b e  p a i d  f r o m  prem i*  A d d i t i o n a l l y ,  i t  i s  b e l i e v e d  s u c h
a  p r o g r a m  c o u l d  a l s o  suy c a n  i n s p e c t i o n  p r o g r a m  w h ic h  w o u ld  
i n  t u r n  h e l p  t o  m i n i m i Z '  < p o s u r e s .

4 .  T he a c c u m u l a t i o n  o f  r e v e n u e s  f r o m  t h e  p o o l i n g  c o u l d ,  a t  some 
f u t u r e  d a t e ,  b e  s u f f i c i e n t  t o  f u n d  f u t u r e  p o t e n t i a l  l i a b i l i t i e s .  
T h i s  c o u l d  r e s u l t  i n  p re m iu m  m o r a t o r i u m s .

5 .  F u n d s  p a i d  i n  t h e  p o o l  w o u ld  r e m a i n  i n  t h e  s t a t e  r a t h e r  t h a n  
f u e l i n g  o u r  b a l a n c e  o f  p a y m e n t s  d e f i c i t .

6 .  The s t a t e  w o u l d  b e  a s s u r e d  t h a t  t h e  g o a l  o f  e n v i r o n m e n t a l
p r o t e c t i o n  f o r  a l l  p o l l u t i o n  l i a b i l i t y  e x p o s u r e s  was a d e q u a t e l y  
c o v e r e d  t h u s  m e e t i n g  t h e  p u r p o s e  a n d  e x p e c t a t i o n s  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 .

7 .  I n s u r a n c e  p o o l i n g  w o u ld  p r o m o t e  c o m p e t i t i v e  p r i c i n g ,  h e l p  t o
lo w e r  f u e l  c o s t s  a n d  e s t a b l i s h  l e s s  r e l i a n c e  o n  PCE b y  p r o v i d i n g
i n c e n t i v e s  t o  b u i l d  a d e q u a t e  c a p a c i t y ;  p r e s e n t  p l a n  p e n a l i z e s
any  a d d i t i o n a l  c a p a c i t y .

( l j c : r e p o r t s / f i n r e s )
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A p r i l  1 ,  1991

J o h n  A. S a n d o r ,  C o m m is s io n e r  
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  
PO Box 0
J u n e a u ,  A l a s k a  9 9 8 1 1 - 1 8 0 0  

D e a r  C o m m iss io n e r* .

On M arch  2 1 ,  1991  I  w r o t e  t o  y o u  c o n c e r n i n g  t h e  s h o r t c o m i n g  o f  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 q u i r e m e n t s  o f  HB 5 67  w h i c h  w as p a s s e d  i n  
t h e  l a B t  s e s s i o n  o f  t h e  l e g i s l a t u r e .

S u b s e q u e n t  t o  t h a t  d a t e  o u r  c o n s u l t a n t  p r e p a r e d  a n  a n a l v s i G  o f  t h e  
O i l  S p i l l  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  o u t l i n e d  i n  y o u r  l e t t e r  o f  
M arch  4 ,  1991 w h i c h  w e r e  a l s o  a f f e c t e d  b y  HB 5 6 7 .

T o t a l  i m p a c t  o f  t h i s  l e g i s l a t i o n  i s  y e t  t o  b e  f e l t  b u t  we do  n o t  
n e c e s s a r i l y  b e l i e v e  i t  t o  b e  a l l  i n  t h e  p u b l i c  i n t e r e s t  and  r e q u e s t  
y o u r  r e v i e w  o f  i t .  I f ,  i n  f a c t ,  " t h e  p r o p o s e d  r e g u l a t i o n s  w e r e  
w r i t t e n  p r i m a r i l y  t o  r e g u l a t e  t h e  A l y e s k a  t e r m i n a l  a n d  i t s  t a n k e r  
t r a d e  a n d  t h e  C ook  I n l e t  o p e r a t o r s , "  t h e y  h a v e  n o  r e a s o n  t o  b e  
a p p l i e d  t o  s m a l l  r u r a l  A l a s k a n  c o m m u n i t i e s  w h e r e  e n e r g y  c o s t s  a r e  
a l r e a d y  a t  a s t r o n o m i c a l  l e v e l s  t h a t  a r e ,  i n  f a c t ,  s u p p o r t e d  by  t h e  
s t a t e  s u b s i d i z e d  PCE p r o g r a m .

A g a in  r e f e r r i n g  t o  my o r i g i n a l  l e t t e r  o f  M a rc h  21 a n d  i t s  
e n c l o s u r e s  on  f i n a n c i a l  r e s p o n s i b i l i t y ,  I  b e l i e v e  t h a t  m a n d a t o r y  
i n s u r a n c e  p o o l i n g  m i g h t  s o l v e  D E C 's  c o n c e r n s  a n d  t h e  f i n a n c i a l  
v i a b i l i t y  o f  t h e  s m a l l  r u r a l  o p e r a t o r .

I n  t h e  m e a n t im e  I  am a l s o  e n c l o s i n g  a n  e x c e r p t  f r o m  o u r  c o n s u l t a n t ,  
J im  B e r r y  a n d  A s s o c i a t e s ,  o n  t h i s  m a t t e r  f o r  y o u r  r e v i e w .

S i n c e r e l y ,

D a v id  F ,  B o u k e r  
G e n e r a l  M a n a g e r

l j c
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RE: O i l  S p i l l  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

T h i s  l e t t e r  r e s p o n d s  t o  y o u r  r e q u e s t  f o r  c o m m e n ts  r e g a r d i n g  
ADEC's p r e l i m i n a r y  d r a f t  r e g u l a t i o n s  p e r t a i n 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 s  ( C - p l a n ) . T he
a t t a c h m e n t  i d e n t i f i e s  s p e c i f i c  s e c t i o n s  o f  t h e  p r o p o s e d  
r e g u l a t i o n s  w h i c h  I  t h i n k  may p r e s e n t  c o n c e r n  t o  r u r a l  
A l a s k a  o p e r a t o r s .  My com m en ts  a r e  b a s e d  o n  e x p e r i e n c e
g a i n e d  i n  p r e p a r i n g  s p i l l  r e s p o n s e  a n d  p r e v e n t i o n  p l a n s  f o r  
a p p r o x i m a t e l y  7 5  f u e l  t e r m i n a l s  a n d  25  v e s s e l s  w h ic h  
o p e r a t e  i n  A l a s k a .

T h e  C - p l a n  d r a f t  r e g u l a t i o n s  w e r e  p r e p a r e d  b y  ADEC t o  
i m p le m e n t  1 9 9 0  SLA Ch. 191  (HB 5 6 7 ) .  T h e y  w e r e  d i s t r i b u t e d  
a s  a  p r o p o s e d  d r a f t  o n  M arch  4 t o  a l l  C - p l a n  h o l d e r s .  By 
J u l y  1 ,  a n d  a f t e r  i n c o r p o r a t i n g  p u b l i c  c o m m e n t ,  t h e  d r a f t  
r e g u l a t i o n s  a r e  t o  b e  f i n a l i z e d  f o r  p u b l i c  r e v i e w .  New
r e g u l a t i o n s  a r e  t o  b e co m e  e f f e c t i v e  D e c e m b e r  I ,  a n d  b y
F e b r u a r y  1 ,  1 9 9 2  o p e r a t o r s  a r e  t o  s u b m i t  new  c o n t i n g e n c y  
p l a n s .  I n  t h e  m e a n t i m e ,  o p e r a t o r s  m u s t  u p d a t e  t h e i r  c u r r e n t  
p l a n s  b y  J u n e  1 t o  m e e t  t h e  s t a t u t o r y  r e q u i r e m e n t s  w h i c h  t h e  
p r o p o s e d  r e g u l a t i o n s  a r e  a t t e m p t i n g  t o  i n t e r p r e t .

R e g a r d l e s s  o f  t h e  o u tc o m e  o f  t h e  r e g u l a t o r y  r e v i e w  p r o c e s s ,  
t h e  new  s t a t u t o r y  r e q u i r e m e n t s  w i l l  r e s u l t  i n  c o n s i d e r a b l e  
e x p e n s e  a n d  w i l l  s i g n i f i c a n t l y  i m p a c t  a l l  r e g u l a t e d  
f a c i l i t i e s  a n d  o p e r a t o r s .  C o m p l i a n c e  w i t h  t h e  p r o p o s e d  
r e g u l a t i o n s  w i l l  b e  p a r t i c u l a r l y  d i f f i c u l t  a n d  e x p e n s i v e  f o r  
r u r a l  A l a s k a  f a c i l i t i e s  a n d  o p e r a t o r s .

I n  my o p i n i o n ,  t h e  p r o p o s e d  r e g u l a t i o n s  w e r e  w r i t t e n  
p r i m a r i l y  t o  r e g u l a t e  t h e  A ly esk c .  T e r m i n a l  a n d  i t s  t a n k e r  
t r a d e ,  a n d  t h e  Cook I n l e t  o p e r a t o r s .  Many o f  t h e  
r e q u i r e m e n t s  a r e  n o t  p r a c t i c a l  o r  a c h i e v a b l e  f o r  r u r a l  
f a c i l i t i e s .



F o r  e x a m p l e :

-  A l l  f a c i l i t i e s  m u s t  m a i n t a i n  i n  t h e i r  " a r e a  o f
o p e r a t i o n "  c o n t a i n m e n t  boom , r e s p o n s e  e q u i p m e n t  a n d
t e m p o r a r y  s t o r a g e  c a p a c i t y  a d e q u a t e  t o  r e c o v e r  a n d
s t o r e ,  a t  m in im u m , t h e  v o lu m e  o f  t h e  l a r g e s t  t a n k .

-  R e s p o n s e  e q u i p m e n t  a n d  v e s s e l s  m u s t  b e  d e s i g n e d  t o  
o p e r a t e  e f f e c t i v e l y  * i n  3 0 - k n c t  w i n d s ,  l . 5 - k n o t  
c u r r e n t s ,  a n d  1 0 - f o o t  w a v e s .

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

-  M a r i n e  o p e r a t o r s  m u s t  m a i n t a i n  i n  e a c h  " a r e a  o f  
o p e r a t i o n "  t h e  r e s o u r c e s  a d e q u a t e  t o  l i g h t e r  t h e  e n t i r e  
v e s s e l  c a r g o  c a p a c i t y  w i t h i n  48 h o u r s .

-  A l l  f a c i l i t y  o p e r a t o r s  m u s t  b e  t r a i n e d  t o  OSHA/ADOL 
h a z a r d o u s  w a s t e  s t a n d a r d s .  C u r r e n t l y ,  t h i s  r e q u i r e s
c e r t i f i e d  t r a i n i n g  o f  40  h o u r s  f o r  o p e r a t o r s  a n d  64 
h o u r s  f o r  s u p e r v i s o r s ,  a n d  a n n u a l  r e f r e s h e r  c o u r s e s .

-  A l l  p l a n s  m u s t  b e  r e v i e w e d  a n d  u p d a t e d  a t  l e a s t  e v e r y  
s i x  m o n t h s .

I f  a d o p t e d  a s  d r a f t e d ,  t h e  new r e g u l a t i o n s  w i l l  r e q u i r e  
e v e r y  o p e r a t o r  t o  r e w r i t e  i t s  c o n t i n g e n c y  p l a n  t o  s a t i s f y  
new f o r m a t  a n d  c o n t e n t  r e q u i r e m e n t s .  To o b t a i n  p l a n  
a p p r o v a l ,  o p e r a t o r s  w i l l  b e  r e q u i r e d  t o  p u r c h a s e  e x t e n s i v e  
a m o u n t s  o f  new e q u i p m e n t ,  p r e s e n t  v o l u m i n o u s  e n v i r o n m e n t a l
a n d  e q u i p m e n t  d a t a / b o i l e r p l a t e ,  t r a i n  o p e r a t o r s  t o
h a z a r d o u s  w a s t e  s t a n d a r d s ,  a n d  m ake  c o m m i tm e n t s  w h i c h  a r e  
u n o b t a i n a b l e .

T h e  c o s t  p e r  f a c i l i t y  t o  w r i t e  new C - p l a n s  w i l l  l i k e l y  
e x c e e d  $ 5 0 , 0 0 0 .  New e q u i p m e n t  r e q u i r e m e n t s  c o u l d  e a s i l y  
e x c e e d  $ 1 0 0 , 0 0 0  d e p e n d i n g  o n  p r o x i m i t y  t o  s e n s i t i v e  a r e a s  
a n d  a r e a s  o f  p u b l i c  c o n c e r n .  I n i t i a l  t r a i n i n g  c o s t s  may 
v a r y  f r o m  $ 6 0 0 - 8 0 0  p e r  p e r s o n .  F u r t h e r ,  i t  i s  e s t i m a t e d  
t h a t  r u r a l  f u e l  c o s t s  w i l l  i n c r e a s e  30  c e n t s  p e r  g a l l o n  t o  
a l l o w  t r a n s p o r t e r s  a n d  d i s t r i b u t o r s  t o  m e e t  new  e x p e n s e s  a n d  
l i a b i l i t i e s .

I  q u e s t i o n  w h e t h e r  t h e  p r o p o s e d  r e g u l a t i o n s  a n d  a s s o c i a t e d  
c o s t s  a r e  t h e  b e s t  i n v e s t m e n t  f o r  s p i l l  p r e v e n t i o n  a n d  
r e s p o n s e  f o r  r u r a l  o p e r a t o r s .  I t  a p p e a r s  t h e  S t a t e  i s  
u n c e r t a i n  a s  w e l l .  As p a r t  o f  1 9 9 0  SLA C h . 191  t h e  
l e g i s l a t u r e  r e q u i r e d  ADEC t o  s t u d y :

" ( 1 )  a p p r o p r i a t e  l o c a t i o n s  f o r  r e g i o n a l  r e s p o n s e  
[ e q u i p m e n t ]  d e p o t s ,  b a s e d  on  a n  a s s e s s m e n t  o f
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h i s t o r i c a l  e v i d e n c e  o f  w h e r e  n o n - c r u d e  d i s c h a r g e s  a r e  
m o s t  l i k e l y  t o  o c c u r  a n d  t h e  n e e d s  o f  r e m o t e  a r e a s  o f  
t h e  s t a t e  s u c h  a s  w e s t e r n  a n d  n o r t h e r n  A l a s k a  a n d  t h e  
A l e u t i a n s ;

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

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

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

The m a n d a t e d  r e p o r t  i s  d u e  J u l y  1 ,  1 9 9 1 .  I t s  a f f e c t  o n  t h e  
p r o p o s e d  C - p l a n  r e g u l a t i o n s  i s  u n k n o w n .  I  p r o j e c t  t h a t  i f  
t h e  p r o p o s e d  r e g u l a t i o n s  a r e  a d o p t e d  t h e r e  w i l l  b e  l i t t l e  
u n i f o r m i t y  i n  A D E C 's  i n t e r p r e t a t i o n ,  a p p l i c a t i o n  a n d  
e n f o r c e m e n t  o f  t h e  s t a t u t e s .  O p e r a t o r s  who a t t e m p t  t o  
c o m p ly  w i l l  b e a r  t h e  t i m e  a n d  e x p e n s e  o f  b e i n g  p a r t y  t o  a n  
i n t e r - a g e n c y  e d u c a t i o n a l  p r o c e s s .  F u r t h e r ,  d u e  t o  c o n f u s i o n  
r e g a r d i n g  i m p l e m e n t a t i o n  a n d  c o n t e n t  o f  t h e  r e g u l a t i o n s ,  i t  
i s  l i k e l y  t h e r e  w i l l  b e  n u m e r o u s  c h a n g e s  t o  t h e  p r o g r a m ,  a s  
w e l l  a s  p o s s i b l e  s t a t u t o r y  r e v i s i o n s .

I  e n c o u r a g e  y o u  t o  d i s c u s s  t h e  m a t t e r  w i t h  o t h e r  r u r a l  
o p e r a t o r s  a n d  b e c o m e  i n v o l v e d  i n  t h e  r e v i e w  p r o c e s s .  
H o p e f u l l y ,  t h e  r e g u l a t i o n s  c a n  b e  a m e n d e d  o r  m o d i f i e d  i n  a  
t i m e l y  m a n n e r .  I f  n o t ,  a  t e m p o r a r y  e x e m p t i o n  f o r  r u r a l  
o p e r a t o r s  m ay b e  a p p r o p r i a t e .  E f f e c t i v e  F e b r u a r y  1 ,  1 9 9 2 ,  
o p e r a t o r s  who a r e  n o t  i n  c o m p l i a n c e  w i l l  b e  s u b j e c t  t o  a  
$ 5 , 0 0 0  p e r  d a y  f i n e .

e n c l o s u r e
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T h e  Honorab.’e C h e r i  D a v i s  

H o u s e  o f  R e p r e s e n t a t i v e s  
J u n e a u ,  A l a s k a  9 9 8 3 3

D e a r  C h e r i ,

In t h e i r  L e g i s l a t i v e  w i s d o m ,  t h e  L e g i s l a t u r e  h a s  s e e n  fit to 
p a s s  and i m p l e m e n t  H B  5 6 7 ,  o v e r  t h e  o b j e c t i o n s  o f  b u s i n e s s  p e o p l e  all 

o v e r  t h e  s t a t e  o f  A l a s k a ,  in a n o t h e r  c l a s s i c  c a v s - i n  t o  t h e  

E n v i r o n m e n t a l  s p e c i a l  i n t e r e s t  groups.

As w e  t o l d  s o m e  o f  y o u  last year, n o  e x i s t i n g  b u s i n e s s ,  in t h i s  

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

s t a n d a r d s  set f o r t h  by t h e  S t a t e .

W i t h o u t  r e l i e f  f r o m  you, all b u s i n e s s e s  s u b j e c t  t o  H B  5 6 7  w i l l  

b e  in v i o l a t i o n  o f  t h a t  l a w  a s  s o o n  a s  it b e c o m e s  e f f e c t i v e ,  w h i c h  is 

J u n e  1, 1991.

S o m e  m o d i f i c a t i o n s  a r e  b e i n g  a t t e m p t e d ,  but w i t h o u t  s u p p o r t  o f  
S B  2 6 3  and H B  3 1 2  b y  t h e  h o u s e  t o  d e l a y  i m p l e m e n t  at i o n  o f  H B  567, it 
w i l l  be i m p o s s i b l e  t o  c o n d u c t  o u r  b u s i n 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 l a t i o n s  c a n  be i m p l e m e n t e d .

I a n d  o t h e r s  t h a t  a r e  b e i n g  i m p a c t e d ,  u r g e  you, a s  o u r  
r e p r e s e n t a t i v e s  t o  s t r o n g l y  s u p p o r t ,  a n d  le a d  t h e  h o u s e  in p a s s i n g  H B

In a n o t h e r  vein. 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  t h e  T i m b e r  
R e c e i p t s  bill t h a t  c a m e  o u t  o f  t h e  H o u s e ,  I a m  s u r e  y o u r  m a n y  h o u r s  
o f  t h o u g h t  and h a r d  w o r k  h a d  a lot t o  d o  w i t h  t h e  p a s s a g e ,  and 
e s p e c i a l l y  t h e  w a y  it p a s s e d .  I h a v e  s e n t  S e n a t o r  J o n e s  a l e t t e r  
a s k i n g  h i s  h e l p  a n d  l e a d e r s h i p  in h a v i n g  t h e  S e n a t e  d o  t h e  same.

T h e o d o r e  M. S m i t h

A l a s k a  F u e l  S e r v i c e  

P . 0. B o x  7 4 9
P e t e r s b u r g ,  A l a s k a  9 9 8 3 3
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T h e  H o n o r a b l e  B i l l  H u d s o n  
A l a s k a  S t a t e  L e g i s l a t u r e  
P. 0. B o x  V 
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  H u d s o n :

L a s t  y e a r ' s  H o u s e  B i l l  567 g o e s  i n t o  e f f e c t  o n  J u n e  1,
1 9 9 1 .  T a k u  O i l ,  w h i c h  is a s m a l l  b u s i n e s s ,  w i l l  be e x p e c t e d  to 
o b t a i n  i n c r e a s e d  i n s u r a n c e ,  i n c r e a s e d  e q u i p m e n t  to c l e a n  u p  a s p i l l  
w i t h i n  72 h o u r s  a n d  w i l l  h a v e  to p a y  m o r e  for f u e l .  A l l  of t h i s  
w i l l  be p a s s e d  o n  to t h e  p u b l i c  a s  a h i g h e r  f u e l  c o s t .

H B  5 6 7  w a s  p a s s e d  in r e a c t i o n  to t h e  E x x o n / V a i d e z  s p i l l .
S o m e  c o n s i d e r a t i o n  s h o u l d  b e  g i v e n  t o  t h e  r e a s o n  for p a s s a g e  o f  
t h a t  b i l l  v e r s u s  t h e  i m p a c t  o n  s m a l l  n o n - c r u d e  o p e r a t o r s  l i k e  T a k u  
O i l ,  Inc.

A c c o r d i n g l y ,  I w o u l d  a p p r e c i a t e  y o u r  s u p p o r t  f o r  S B  263,
w h i c h  w i l l  e x t e n d  f o r  a y e a r  t h e  e f f e c t i v e  d a t e  of H B  567. T h i s  
w i l l  a l l o w  for r e a l i s t i c  r e g u l a t i o n s  to b e  p r o p o s e d  ( t h e y  a r e  n o t  
y e t  a v a i l a b l e  t o  t h e  p u b l i c )  a n d  q u i t e  f r a n k l y ,  g i v e  us a c h a n c e  to 
1 ‘•.it i o n  f o r  a c h a n g e  in t h e  l a w  to r e c o g n i z e  t h e  i n t e r e s t s  o f  n o n ­
c r u d e  o p e r a t o r s .

I a p p r e c i a t e  y o u r  c o o p e r a t i o n .

Y o u r s  v e r y  t r u l y

C. E. J a c o b s e n ,  P r e s i d e n t  
T a k u  O i l  C o m p a n y
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Alaska State Legislature

S e a t t l e  S p e c t 'o J  C o m  o * i

P le a s e  e n te r  into t h e  re c o rd  m y te s t im o n y  to  th e  -«— Q l L  —  — ~
c o m m it te e  n a m e

S &  & l ( p  "3 t datod -9/_
c o m m it te e  on

0 lll/3ub |ec t

T h i s  a  l e t t e r  In  s u p p o r t  o f  SB 2 6 3 .

K o d ia k  O i l  S a le m  7 n c .  i s  a  f u e l  d i s t r i b u t o r  s e r v i n g  t h o  K o d ia k  
A r e a .  We a r e  a  f a m i l y  owned b u s i n e s s  a n d  h a v e  o p e r a t e d  am a 
f a m i l y  b u s i n e s s  s i n c e  133(2).

I w o u ld  l i k e  t o  o n c o u r a g e  t h e  p a s s a g e  o f  SB 2 6 3 .

The p r o p o s e d  r e g u l a t i o n s  t h a t  c a a e  o u t  o f  HB 3 6 7  h a v e  c r e a t e d  
■any p r o b l e m 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 r e  a r e  so  Many unknown f a c t o r s  a n d  u n a n s w e r e d  q u e s t i o n s .  
T r y i n g  t o  c o m p ly  w i t h  r e g u l a t i o n s  t h a t  d o n ’ t  a c t u a l l y  e w i s t  i s  
v e r y  c o n f u s i n g  f o r  b o t h  t h e  S t a t e  DEC a n d  I n d u s t r y .

A p p l y i n g  t h e  s a a e  s t a n d a r d s  t o  A l y e s k a ,  E non  USA an d  K o d ia k  O i l  
S a l e s  I n c .  ( o r  e l e c t r i c  u t i l i t i e s  in* W e s t e r n  A l a s k a )  d o e s n ’ t  s a k e  
s e n s e  t o  « e .  What d o e s  s a k e  s e n s e  i s  s e p a r a t i n g  t h e  I s s u e s  o f
C ru d e  a n a  N o n c r u d e ,  t h e n  d e s i g n i n g  r e g u l a t i o n s  t h a t  f i t  t h e  v e r y
d i f f e r e n t  i n d u s t r i e s  i n v o l v e d  and  t h e  v e r y  d i f f e r e n t  r i s k s  t o  t h e  
e n v i r o n m e n t .

The p a s s a g e  o f  SB 2 6 3  w i l l  a l l o w  f o r  a  w o re  o r d e r l y  p r o c e s s , one  
t h a t  m akes  s e n s e  b o t h  t o  g o v e rn m e n t  and  i n d u s t r y *  A m ore o r d e r l y  
p r o c e s s  f l a k e s  f o r  b e t t e r  Laws and  b e t t e r  R e g u l a t i o n s ,  r e g u l a t i o n s
t h a t  a r e  « u c h  b e t t e r  f o r  b o t h  g o v e r n m e n t  a n d  i n d u s t r y .

J i e  R a s a g l i a  
V ic e  P r e s
K o d ia k  O i l  S a l e s  I n c  
* 8 6 - 3 2 4 5

S ig n ed :
T w t l f i e r  , ^  t  r T W

/ ^ o c Z / c J ^  G t ' l  K e e f e s

R e p r e s e n t in g  (Optional)

A d d r e s s  ,  .

P h o n e  N o .



J I M  B E R R Y  &  A S S O C I A T E
4540 Timberlux Circle 
Anchorage, Alaska 99516 
(907) 345-5426

M a r c h  27, 1 9 9 1

B r a d  R e e v e  
G e n e r a l  M a n a g e r

K o t z e b u e  E l e c t r i c  A s s o c i a t i o n ,  Inc. 
P . O .  B o x  44
K o t z e b u e ,  A l a s k a  9 9 7 5 2

D e a r  M r .  R e e v e :

RE: O i l  S p i l l  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

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

A D E C ' s  p r e l i m i n a r y  d r a f t  r e g u l a t i o n s  p e r t a i n 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 s  ( C - p l a n ) . T h e  
a t t a c h m e n t  i d e n t i f i e s  s p e c i f i c  s e c t i o n s  o f  t h e  p r o p o s e d  
r e g u l a t i o n s  w h i c h  I t h i n k  m a y  p r e s e n t  c o n c e r n  t o  r u r a l  
A l a s k a  o p e r a t o r s .  M y  c o m m e n t s  a r e  b a s e d  o n  e x p e r i e n c e  
g a i n e d  i n  p r e p a r i n g  s p i l l  r e s p o n s e  a n d  p r e v e n t i o n  p l a n s  f o r  
a p p r o x i m a t e l y  7 5  f u e l  t e r m i n a l s  a n d  25 v e s s e l s  w h i c h  
o p e r a t e  i n  A l a s k a .

T h e  C - p l a n  d r a f t  r e g u l a t i o n s  w e r e  p r e p a r e d  b y  A D E C  ‘ t o  
i m p l e m e n t  1 9 9 0  S L A  Ch. 1 9 1  (HB 567) . T h e y  w e r e  d i s t r i b u t e d  
a s  a p r o p o s e d  d r a f t  o n  M a r c h  4 t o  a l l  C - p l a n  h o l d e r s .  B y  
J u l y  1, a n d  a f t e r  i n c o r p o r a t i n g  p u b l i c  c o m m e n t ,  t h e  d r a f t  
r e g u l a t i o n s  a r e  t o  b e  f i n a l i z e d  f o r  p u b l i c  r e v i e w .  N e w  
r e g u l a t i o n s  a r e  t o  b e c o m e  e f f e c t i v e  D e c e m b e r  1, a n d  b y  

F e b r u a r y  1, 1 9 9 2  o p e r a t o r s  a r e  t o  s u b m i t  n e w  c o n t i n g e n c y
p l a n s .  I n  t h e  m e a n t i m e ,  o p e r a t o r s  m u s t  u p d a t e  t h e i r  c u r r e n t  
p l a n s  b y  J u n e  1 t o  m e e t  t h e  s t a t u t o r y  r e q u i r e m e n t s  w h i c h  t h e  

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

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

In m y  o p i n i o n ,  t h e  p r o p o s e d  r e g u l a t i o n s  w e r e  w r i t t e n  
. p r i m a r i l y  t o  r e g u l a t e  t h e  A l y e s k a  T e r m i n a l  a n d  its t a n k e r  

t r a d e ,  a n d  t h e  C o o k  I n l e t  o p e r a t o r s .  M a n y  o f  t h e  
r e q u i r e m e n t s  a r e  n o t  p r a c t i c a l  o r  a c h i e v a b l e  f o r  r u r a l  
f a c i l i t i e s .



F o r  e x a m p l e :

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

- R e s p o n s e  e q u i p m e n t  a n d  v e s s e l s  m u s t  b e  d e s i g n e d  t o  
o p e r a t e  e f f e c t i v e l y  in 3 0 - k n o t  w i n d s ,  1 . 5 - k n o t
c u r r e n t s ,  a n d  1 0 - f o o t  w a v e s .

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

- M a r i n e  o p e r a t o r s  m u s t  m a i n t a i n  i n  e a c h  " a r e a  o f  
o p e r a t i o n "  t h e  r e s o u r c e s  a d e q u a t e  t o  l i g h t e r  t h e  e n t i r e  
v e s s e l  c a r g o  c a p a c i t y  w i t h i n  48 h o u r s .

- A l l  f a c i l i t y  o p e r a t o r s  m u s t  b e  t r a i n e d  t o  O S H A / A D O L  
h a z a r d o u s  w a s t e  s t a n d a r d s .  C u r r e n t l y ,  t h i s  r e q u i r e s  
c e r t i f i e d  t r a i n i n g  o f  40 h o u r s  f o r  o p e r a t o r s  a n d  64
h o u r s  f o r  s u p e r v i s o r s ,  a n d  a n n u a l  r e f r e s h e r  c o u r s e s .

- A l l  p l a n s  m u s t  b e  r e v i e w e d  a n d  u p d a t e d  a t  l e a s t  e v e r y  
s i x  m o n t h s .

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

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

T h e  c o s t  p e r  f a c i l i t y  t o  w r i t e  n e w  C - p l a n s  w i l l  l i k e l y  
e x c e e d ’ $ 5 0 , 0 0 0 .  N e w  e q u i p m e n t  r e q u i r e m e n t s  c o u l d  e a s i l y  
e x c e e d  $ 1 0 0 , 0 0 0  d e p e n d i n g  o n  p r o x i m i t y  t o  s e n s i t i v e  a r e a s  

a n d  a r e a s  o f  p u b l i c  c o n c e r n .  I n i t i a l  t r a i n i n g  c o s t s  m a y  
v a r y  f r o m  $ 6 0 0 - 8 0 0  p e r  p e r s o n .  F u r t h e r ,  i t  is e s t i m a t e d  
t h a t  r u r a l  f u e l  c o s t s  w i l l  i n c r e a s e  30 c e n t s  p e r  g a l l o n  t o  
a l l o w  t r a n s p o r t e r s  a n d  d i s t r i b u t o r s  t o  m e e t  n e w  e x p e n s e s  a n d  
l i a b i l i t i e s .

I q u e s t i o n  w h e t h e r  t h e  p r o p o s e d  r e g u l a t i o n s  a n d  a s s o c i a t e d  
c o s t s  a r e  t h e  b e s t  i n v e s t m e n t  f o r  s p i l l  p r e v e n t i o n  a n d  
r e s p o n s e  f o r  r u r a l  o p e r a t o r s .  I t  a p p e a r s  t h e  S t a t e  is 

u n c e r t a i n  a s  w e l l .  A s  p a r t  o f  1 9 9 0  S L A  Ch. 1 9 1  t h e  
l e g i s l a t u r e  r e q u i r e d  A D E C  t o  s t u d y :

"(1) a p p r o p r i a t e  l o c a t i o n s  f o r  r e g i o n a l  r e s p o n s e  
[ e q u i p m e n t ]  d e p o t s ,  b a s e d  o n  a n  a s s e s s m e n t  o f



h i s t o r i c a l  e v i d e n c e  o f  w h e r e  n o n - c r u d e  d i s c h a r g e s  a r e  
m o s t  l i k e l y  t o  o c c u r  a n d  t h e  n e e d s  o f  r e m o t e  a r e a s  o f  
t h e  s t a t e  s u c h  a s  w e s t e r n  a n d  n o r t h e r n  A l a s k a  a n d  t h e  
A l e u t i a n s  ?

(2) a p p r o p r i a t e  d i s c h a r g e  r e s p o n s e  t i m e s ?

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

(4) a p p r o p r i a t e  r o l e s  f o r  i n d u s t r y  a n d  s t a t e  a n d  l o c a l  
g o v e r n m e n t s  in t h e  p u r c h a s e ,  o w n e r s h i p ,  a n d  p o s i t i o n i n g  
o f  d i s c h a r g e  r e s p o n s e  e f f o r t s . "

T h e  m a n d a t e d  r e p o r t  is d u e  J u l y  1, 199 1 .  I t s  a f f e c t  o n  t h e
p r o p o s e d  C - p l a n  r e g u l a t i o n s  is u n k n o w n .  I p r o j e c t  t h a t  if
t h e  p r o p o s e d  r e g u l a t i o n s  a r e  a d o p t e d  t h e r e  w i l l  b e  l i t t l e  
u n i f o r m i t y  in A D E C 's i n t e r p r e t a t i o n ,  a p p l i c a t i o n  a n d  
e n f o r c e m e n t  o f  t h e  s t a t u t e s .  O p e r a t o r s  w h o  a t t e m p t  t o  
c o m p l y  w i l l  b e a r  t h e  t i m e  a n d  e x p e n s e  o f  b e i n g  p a r t y  t o  a n  
i n t e r - a g e n c y  e d u c a t i o n a l  p r o c e s s .  F u r t h e r ,  d u e  t o  c o n f u s i o n  
r e g a r d i n g  i m p l e m e n t a t i o n  a n d  c o n t e n t  o f  t h e  r e g u l a t i o n s ,  i t  
is l i k e l y  t h e r e  w i l l  b e  n u m e r o u s  c h a n g e s  t o  t h e  p r o g r a m ,  a s  
w e l l  a s  p o s s i b l e  s t a t u t o r y  r e v i s i o n s .

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

o p e r a t o r s  a n d  b e c o m e  i n v o l v e d  i n  t h e  r e v i e w  p r o c e s s .  
H o p e f u l l y ,  t h e  r e g u l a t i o n s  c a n  b e  a m e n d e d  o r  m o d i f i e d  i n  a 
t i m e l y  m a n n e r .  I f  n o t ,  a  t e m p o r a r y  e x e m p t i o n  f o r  r u r a l  
o p e r a t o r s  m a y  b e  a p p r o p r i a t e .  E f f e c t i v e  F e b r u a r y  1, 1 9 9 2 ,  
o p e r a t o r s  w h o  a r e  n o t  i n  c o m p l i a n c e  w i l l  b e  s u b j e c t  t o  a 
$ 5 , 0 0 0  p e r  d a y  fine.

e n c l o s u r e
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T h i s  a  l a t t e r  In  s u p p o r t  o f  SB 2 6 3 .

K o d ia k  O i l  S a l e *  I n c .  i s  a  f u e l  d i s t r i b u t o r  s e r v i n g  t h e  K o d ia k  
A r e a .  Me a r e  a  f a a i l y  owned b u s i n e s s  a n d  h a v e  o p e r a t e d  a s  a  
f a m i l y  b u s i n e s s  s i n c e  1930.

I w o u ld  l i k e  t o  e n c o u r a g e  t h e  p a s s a g e  o f  SB 2 6 3 .

The p r o p o s e d  r e g u l a t i o n s  t h a t  cae®  o u t  o f  HB 36 7  h a v e  c r e a t e d  
many p r o b l e m 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 o r e  a r e  so  many unknown f a c t o r s  an d  u n a n s w e r e d  q u e s t i o n s .  
T r y i n g  t o  c o m p ly  w i t h  r e g u l a t i o n *  t h a t  d o n ’ t  a c t u a l l y  e x i s t  i s  
v e r y  c o n f u s i n g  f o r  b o t h  t h e  S t a t e  DEC a n d  I n d u s t r y .

A p p l y i n g  t h e  s a a e  s t a n d a r d *  t o  A l y e s k a ,  Exon USA a n d  K o d ia k  O i l  
S a l e s  I n c .  ( o r  e l e c t r i c  u t i l i t i e s  i n * W e s t e r n  A la s k a )  d o e s n ’ t  make 
s e n s e  t o  a e .  What d o e s  s a k e  s e n s e  i s  s e p a r a t i n g  t h e  I s s u e s  o f  
C r u d e  a n d  N o n c r u d e ,  t h e n  d e s i g n i n g  r e g u l a t i o n s  t h a t  f i t  t h e  v e r y  
m f i C M i  I n d u s t r i e s  i n v o l v e d  a n d  t h e  v e r y  d i f f e r e n t  r i s k s  t o  t h e  
e n v i r o n m e n t .  ----------------------

T he  p a s s a g e  o f  SB 2 6 3  w i l l  a l l o w  f o r  a  m ore  o r d e r l y  p r o c e s s , one  
t h a t  m ak es  s e n s e  b o t h  t o  g o v e r n m e n t  an d  i n d u s t r y .  A a o r e  o r d e r l y  
p r o c e s s  m a k e s  f o r  b e t t e r  Laws an d  b e t t e r  R e g u l a t i o n s ,  r e g u l a t i o n s  
t h a t  a r e  much b e t t e r  f o r  b o t h  g o v e r n m e n t  an d  i n d u s t r y .

J im  R a e a g l i a  
b i c e  P r e s
K o d ia k  O i l  S a l e s  I n c  
<>86-3245

S ig n e d :
T estif ie r  ^  - p .

R e p re s e n t in g  (O ptional)
B  O X  / y g 7  } < fo

A d d re ss

H S C -  5 - 2 4 S ~ -

P h o n e  N o .
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Senator Lyman Hoffman
F ax  4 6 3 - 4 5 2 3 April 25, 1991

D e a r  S e n a t o r  H o ffm an s

T h i s  i ■ a  l e t t e r  i n  s u p p o r t  o f  SB 2 6 3 .

I » k a  f u e l  d i s t r i b u t o r  i n  K o d ia k ,  a n d  own a  NON CRUDE o i l  
t e r m i n a l .  I b e l i e v e  ay v ie w s  a r e  s h a r e d  by m ost o t h e r  " f u e l  
d i s t r i b u t o r s "  a n d  " e l e c t r i c  u t i l i t i e s "  i n  t h e  S t a t e .

H o u se  B i l l  5 6 7  a n d  t h o  r e g u l a t i o n s  t h a t  r e s u l t e d  fro m  t h e e  h a v e  
V-V c a u s e d  c o m p a n i e s  l i k e  a i n o  a  l o t  o f  h e a r t b u r n .  HB 5 6 7  an d  t h e  

, - ^ r e g u l a t i o n s  t h a t  h a v e  r e s u l t e d  w e re  w r i t t e n  w i t h  " t u n n e l  v i s i o n "  
l o o k i n g  p r i m a r i l y  t o  r e g u l a t e  t h e  A l y e s k a  T e r m i n a l  a n d  i t s  t a n k e r

o p u r e n o n s ,  i s  l i n e  t r y i n g  t o  p u t  a  s q u a r e  p e g  i n t o  a  r o u n d  h o l e ,  
o r .  R e f i n e d  f u e l  d i s t r i b u t o r s  a n d  t h e  b a r g e s  t h a t  s e r v i c e  th em  a r e  

a u c h  d i f f e r e n t  t h a n  A l y e s k a  a n d  t h e  E x x o n  d a l d e ? .

s e p a r a t e  t h o  i s s u e  o f  c r u d e  o i l  a n d  n o n  c r u d e  o i l ,  f o r  b o t h  
K- t e r m i n a l s  a n d  v e s s e l  t r a f f i c .  T h en  f o r m u l a t e  t h e  la w s  a n d  

r e g u l a t i o n s  a r o u n d  t h e  p o t e n t i a l  r i s k s  t h a t  e a c h  p r e s e n t .  F o r  
e x a a p l e  a  f e w  t h o u s a n d  g a l l o n s  o f  d i e s e l  f u e l  o r  g a s o l i n e  i s  a  
much d i f f e r e n t  t h r e a t  t o  t h e  e n v i r o n m e n t  t h a n  a  s i m i l a r  am oun t o f  
c r u d e  o i l .

S e n a t e  B i l l  2 6 3  a p p e a r s  t o  do s e p a r a t e  t h e  i s s u e s ,  b u t  I w o u ld  
l i k e  t o  s u g g e s t  o n e  c h a n g e .

S e c t i o n  1. <b> re m o v e  t h e  w o r d in g  " w i t h  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  1 0 ,0 0 0  b a r r e l s "

Many non c r u d e  t e r a i n a l s  i n  t h e  S t a t e  a r e  g r e a t e r  t h a n  1 0 ,0 0 0  
b a r r e l s .  The c o s t s  t h a t  l a r g e r  f a c i l i t i e s  a r e  h a v i n g  t o
u n d e r t a k e  s h o u l d  a l s o  be c o n s i d e r e d  when l o o k i n g  a t  t h e  im p a c t  o f  
r e g u l a t  i o n s .

Y o u rs  t r u l y *

J im  R a a a g l i a  
d i c e  p r e s

I h a v e  f e l t  t h r o u g h o u t  t h e  p r o c e s s  t h a t  a  s o l u t i o n  w o u ld  be t o

7 P i o n *
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