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Alaska State Legislature

P.O. Box V
Slate Capitol
Juneau, Alaska 99811

MEMORANDUM

T0: Senator Rick Halford, Chairman
Senate Judiciary Committee

FRCM: A "Senator L){man F. Hoffman
Senator Al Adams
lator Fred Zharoff

DATE: May 8 1901
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 thé earliest opportunity.

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

g?jiinp 1 1991-wtth meeting new oil spill prevention and
cle

anup standards that were included in last year's HB 567.
Unfortunatel_}/, these small companies are havm% Serious
Problems with meeting those new standards by this deadline. In
act, there is a stronP possibility that many noncrude
transporters and facility operators will find it necessary to
either operate illegally “or cease operations in the state” after
June 11991, which n turn would pose serious problems for
residents of bush communities that depend on the delivery and
storage of noncrude oil for fuel and electrical ?eneranon. A
year's delay would give these companies time to meet the new
insurance requirements, as well as benefit from the results of
ltwo, rlmp,crude studies that were mandated in last year's
egislation.
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Senator Lym an F. Hoffm an

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

MEMORANDUM
10. Senator Ja¥ Kerttula, Co-chair
Senator Pat Pourchot, Co-chair

Senate Finance Committee

FROM: Senator L){man F. Hoffman
Senator Al Adams*/?

DATE; April 30, 1991

RE Supplemental funding

Last year's HB 567 set new standards and requirements for ol
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 opPortumty 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 ol
terminal facilities, tankers and barqes and on the persons thez/
serve. This report should also include the benefits to the Stafe
of Alaska through avoided cIean—uF 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 Ienrqth%/ for the
major crude oil companies, but there is apParenty he
Possmth that these contingency plans will be reguwed to go
hrough the consistency review process under the Coastal Zone
Management Act. A final decision hy the Attorne¥ General is
currently pending. However, the neéd for some Torm 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 22 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 he
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, es,oemally from southeast and from Kodiak

on north up the coast. [t has also gone through extensive review
Wthe Senate Oil and Gas Committee. A companion hill is now in
ouse Resources Committee.

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

cc:  Judiciary Committee memoers



Senator L)ﬁm an F. Hoffm an

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

MEMORANDUM

10: Members,Senate  Oil and Gas Committee
FROM: Senator Lyman F.Floffman

DATE: April 24, 1991

RE: SB 263

On Monday | introduced SB 263 which would delay the effective
da%e ?f I,ﬁt session's HB 567 for one year for noncrude carriers
and facilities.

| have introduced this legislation at the request of electric
utilities and fuel delivery companies serving rural Alaska. The
attached backﬁround 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. | am hoping to gét a speedy hearing on my hill 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



SB 263
BACKGROUND PAPER

History: On March 24, 1989 the Exxon Valdez ran aground on Bligh
Reef in Prince William Sound, causing the largest crude oil spill n
United States history. As a result, the Alaska” Legislature and the
United States Congress 3|%n|f|cantla/ strengthened oil spill
Preventmn and cleanup standards. One bill =HB 567 - passed late
ast 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 Prevennon measures to he incorporated into
contingency plans. The new law required that existing contingency
pilsglholders comply with these major changes on and “after June 1,

Problem: 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 implementin
requlations In a timely manner however, and now does not expec
them to be in Rlace until December 1991, at the earliest. The larger
oil companies have been working to meet these new requirements
for this last year, and will he preP,ared 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 hill and
designed to identify appropriate spill response times, specify
Personnel levels and equipment requirements, and identify specific
ocations for ail 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 uncertain,tY s that the
implementing regulations for contingency planning will not be
finalized by DEC until December at the “earliest.

Solution: 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 re3ﬁon3|b|l|,ty requirements,  The original
bill expanded the scope of the studiés already requwed by HB 567 to
Include an assessment of the economic costs of the new o
requirements on noncrude operators, but funding for these studies is
now bem? pursued in the supplemental bill. SB 263 as amended in
the Senate Oil and Gas Committee also Pwes 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.



CS SB 263 \\ » 6\
Additional Findings for Section 1 V

New parapraph after #4 — the Alaska Department  of
Environmental ~ Conservation has had difficulty in obtarnrng[
studies. and , analyses . necessary to support the “development o

requlations rmplementrng ch. 191, SLA 1990, and has retained
new consultanrs 0 assist it the requirements of the new
regulations(shotlcQ have a subs tantial ettect on the form ang
contenFof ol drschage peven lon and cont rngencw plans  filed
after the regulations™ promulgation, scheduled December

1991,

New parap - the tederal Orl Pollution Act of
1990 (Public Law enacted stringent new federal oll
p||| redurr ements tha c provided for a phase In of Its new
ol spill annranr and eponse requirements, allowing 24
monh for promulgation of requlations’ 6 months for trlrng 0f
contingency ‘plans,”and six _months for review of contingéncy
plans:~ that act further provided for a 24" month administrative
extension  to a||0w the executive branch to review the
numerous new plans;

New paragraph after #6 —  the public's interests will be
protected by au horrzrnlg transition period in which the
Alaska Department Envrronmental Conse Vation may
approve crude oil discharge prevention and cont rngencp} pans
which  substantially comply With the requirements 0

SLA 1990; this transition perrod will "allow  development of
requlations and preparation of plans which fully comply with
the requirements of those regulations.

Alaska Coastal Management Program Lanquage

Addition to end of Section 4(a) - The department's
nortrca tion  of substant |a| compliance for the interim
contingency plan erI("cons tute a valid—determinatren—that—t-he
interrm  operation— Is— eoftsi-stent— with— tire— Alasktt— Coasta
M-arragcmem  Program®) regardless of whether the department
has completed any notice process otherwise requrred by the
Alaska Coastal Management Program for the interim operation,

aAJU cMnsO



CS SB 263

Additional .Findings -fon,S.e.ctkii_|

New para?raph after #4 - the Alaska Department  of
Environmental “Conservation has had d|ff|cu|y In obta|n|ng[
studies. and analyses necessary to support the “development 0

requlations implementing . ch. “191, SLA 1990 and has retained
new consultants to assist it the requirements of the new
regula ons should) have a substan 1al effect on the form and
content of oil discharge prevention and cont mgencn plans  filed

0r

afggrl the regulations™ promulgation, schedulgd December
New par a? aft £5 - the federal Oil Pollution Act of
1990 (Public "Law 80) enacted st|ngen new federal oil
spill edun ements tht ct provided for a phase-in of its new
01| sp|| anmnd and response reqmements allowing 24
mon hs for promulgation of requlations, & months for filig of
contingency ‘plans,“and six months for review of contingency
plans: that act further provided for a 24 month administrative

extension  to allow the executive branch to review the
numerous new plans;

New nparagraph after #6 —  the public's interests will be
protected Ty authonzmrg a transition period in which the
Alaska Department of Environmental Conse vation  may
approve crude oil discharge prevention and cont mgenc;r] plans
which substantially comply with the requirements of ch, 101
SLA 1990; this transition period will "allow development of
requlations and preparation of plans which fully comply with
the requirements of those regulations.

Alaska Coastal Management Program Language

Addition to end of Section 4(a) - The department's
notification of supstantial compliance for  the interim
contingency plan will [constitute a valid detem|nat|on that the
interim operatmn IS consistent with the Alaska Coastal
Management Progr amA) regardless of whether the depar tment
has completed any notice pocess otherwise reqmed by the
Alaska oastal Mdnagement Program for the interim operation.

crp& M uterLs



AMENDMENT

263

5B

Page 2, line 16, after "cargo",



263

SB
Section 30(a), ch. 191, SLA 1990 is amended to read:
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“facilities":

DELETE remainder of sentence,

Page 1, lines 7 and 8, after
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CS FOR SENATE BILL NO. 263 {

IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsors):  SENATORS HOFFMAN, Adams, Zharoff

A BILL
FOR AN ACT ENTITLED

L "An Act relating to oil discharge prevention and contingency plans and financial
2 responsibility requirements for oil operations; and providing for an effective date."

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

4 *Section 1. FINDINGS. The legislature finds that

h (1) whereas crude oil companies have indicated their intention and ability to be in
6 compliance with the June L, 1991, applicability date of ch. 191, SLA 1990, including the new oil spill
T response planning standards and new financial responsibility requirements, the entities involved in the
8 transportation and storage of noncrude oil are finding it difficult, if not impossible, to meet those
9 requirements by June 1, 1991, due to unforeseen developments;

10 2) these developments include the fact that the London insurance markets, historically
11 the source of 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 of financial responsibility or make themselves available for direct legal action
14 in Alaska courts;

-I- CSSB 263( )
lew "orr '.'nser!inea !DELETED TEXT BRACKETEDI



WORK DRAFT WORK DRAFT WORK DRAFT

l (3) while larger companies involved in the transportation and storage of crude oil have
2 the financial ability to meet the new financial responsibility requirements through self-insurance, srety
3 bonding, or letters of credit, most noncrude transporters and facility operators do not have the financial
4 resources to make use of these avenues to satisfy tlie requirements;

h (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
T for oil discharge response equipment depots for noncrude ol tankers and barges will not be completed
8 until at least one month after June L, 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
1L possibility that many noncrude transporters and facility operators will find it necessary to either operate
12 llegally or cease operations in the state after June L, 1991, which would in tum pose serious problems
13 for the residents of communities dependent on delivery and storage of noncrude oil products for fuel and
14 electrical generation;

15 (6) a one-year delay to June L, 1992, in the applicahility date for compliance with the
16 requirements of ch. 191, SLA 1990, for noncrude transporters and facility operators will allow thorough
17 consideration of the study described m (4) of this section and implementation of 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 of developing an
20 insurance pool to replace the coverage no longer being offered by the traditional insurance markets; and

20 will provide adequate time for the Department of Environmental Conservauon to develop its
22 implementing regulations for contingency planning.

23 *Sec. 2. Section 32, ch. 191, SLA 1990, is amended to read:

2 Sec. 32. TRANSITIONAL PROVISIONS, (a) AS 46.04.030(k) - (m), enacted by sec.
25 10 of this Act, do not apply to oil discharge prevention and contingency plans for crude ol
26 operations until June L, 1991, On and after June L, 1991, acontingency plan for a crude oil

2 operation must comply with AS 46.04.030(k) - (m), enacted by sec. 10 of this Act, regardless

28 of whether the contingency plan is due for renewal under AS 46.04.030(d), as amended by sec.
2 9 of this Act.

30 (0) The amendments to AS 46.04.040, made by secs. 1L - 18 of this Act, do not apply
3 to persons required to show proof of financial responsibility for c.-ude oil operations unti
CSSB 263( ) 2
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WORK DRAFT WORK DRAFT WORK DRAFT

June L, 199 On and after June L 1991, proof of Financial responsibility for a crude ol
operatio ,nust comply with AS 46.04.040, as amended by secs. 11 - 18 of this Act, regardless

of whether acceptance of proof of financial responsibility has expired under AS 46.04.040(f), &
amended by sec. 16 of this Act,

* Sec. 3. Secdon 32, ch. 191, SLA 1990, is amended by adding new subsections to read:

(c) AS 46.04.030(k) - (m), enacted by sec. 10 of this Act, do not apply to oil discharge
prevention and contingency plans for noncrude oil operations until June 1, 1992. On and after June 1
8 1992, acontingency plan for a noncrude oil operation must comply with AS 46.04.030(k) - (m), enacted

9 by sec. 10 of this Act, regardless of whether the contingency plan is due for renewal under
10 -X3 46.04.030(d), as amended by sec. 9 of this Act

1 (d) The amendments to AS 46.04.040, made by secs. 11 - 18 of this Act, do not apply to persons
12 required to show proof of Financial responsibility for noncrude oil operations until June 1, 1992, On and
13 after June 1, 1992, proof of Financial respons; dity for a noncrude oil operation must comply with
14 AS 46.04.040, as amended by secs. 11 - 18 of this Act, regardless of whether acceptance of proof of
15 Financial responsibility has expired under AS 46.04.040(f), as amended by sec. 16 of this Act.

16 * Sec. 4. INTERIM OPERATION, (a) A person with a crude oil discharge prevention and
LT contingency plan that is approved under AS 46.04.030 who submits plan amendments to the department
18 to show compliance with the requirements of ch. 191, SLA 1990, may continue to operate if the

19 department determings and notifies the person in writing that the contingency plan, as amended.
20 substantially complies with the requirements of ch. 191, SLA 1990,

—_ o U1 B GO PO

il (b) The authority to operate under this section is valid only until the earliest of the following
20 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 of
26 submission of the amendments;

2 (2) the date the department revokes theplan under AS46.04.030;

28 (3) the date the plan'sprevious approvallapses or expires for failure to be renewed: or
29 [4) February 11992

30 (c) In this section, "department” means the Department of Environmental Conservation.

31 *Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

.

CSSB 263( )
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AMENDMENT # 1to 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 letfer of

credit to go into effect immediately.
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TO:

THRU:

FROM:

EMORANDUM State of Alaska
Mike Mansker DATE: February 1, 1991

Program Manager, Financial Responsibility
and Oil Spill Prevention
Department of Environmental Conservation FILE NO.:

Glenn Adams . . _ TELEPHONE NO.: (907) 465-2560
Project Assistant Financial Responsibility
DEC SUBJECT: Summary Memo

Problem Issues
Ted Lehrbach
Insurance Market Analyst
Division of Insurance
Department of Commerce and
Economic Development

Per your request here is a two issue summary of AS 46.04.040 and the applicable
regulations. 18 AAC 20., dealing with financial responsibility (FR) requirements, the
following is my insight into what appears to be developing into several complicated
and acute problems.

1. The Unlimited Liability Problem: During my limited "on loan" time with

you, Glenn Adams has informed me about an increasing problem. Apparently, some
non-crude tankers and barges are having great difficulty either getting or renewing
insurance coverage thru the London market to meet FR requirements. Simply put,
the insurance market available to the smaller carriers may be drying up. The result
could be that some operators of fuel barges or fuel tankers carrying non crude will be
forced into non-compliance with the FR requirements effectively putting them out of
business. This, obviously, could result in the disruption of fuel deliveries to small
remote villages, communities and fishing fleets.

Last year, as an observer, | attended a meeting between DEC, Dept, of Law and
Industry representatives Mike Padden an Anchorage Broker and John Gimlet from
LLoyds of London. The purpose was to discuss this and other issues. It is my
impression that a clear understanding of the "unlimited liability" problem really was
not grasped by those in attendance. This problem never went away. It now needs
immediate attention. .,

It seems The London Underwriters and P&l Clubs may not wish to provide the cover
fearing they may be held to "unlimited liability" due to the way the DEC FR laws are
written. For Example, 46.04.040 (e) contains the following language; An action
brought under AS 46.03.758. 46.03.759, 46.03.760(a) or (e), 46.03.822, or AS
46.04.030(g) may be brought in a state court directly against the insurer, the group,
or another person providing evidence of financial responsibility. The insurers
probably feel that this language might be interpreted to mean that they stand in the
shoes ofthe polluter.
4

Consider the following scenario. Coverage is provided to an insured subject to the
language above, a loss occurs with resulting damages above the policy liability limits.
The insured declares bankruptcy or insolvency and thus becomes incapable of
providing funds for the excess amount of the loss. Since the polluter is held to be
responsible on a strict liability basis for all (100%) damages listed in the above
statutes, then the insurers could be subject to unlimited liability under a strict



MEMORANDUM
Ted Lehrbnch
DEC comments

(A) Add language to the proposed regulations stating clearly that 46.04.040(e) is not
intended to defeat an insurance policy limit or surety bond cap. You then ask the
Department of Law to provide a clear decision on the issue that would hold up in our
courts. This may work to deflate the industry's fears.

(B) If a statute fix is required, -l would recommend adding language similar to the
following to 46.04.040 (e) "An action brought under AS 46.03.758, 46.03.759,
46.03.760(a) or (e), 46.03.822, or AS 46.04.030(g) may be brought in a state court
directly against the insurer, the group, or another person providing evidence of
financial responsibility, subject to the limits of liability set forth in such Insurance
policy orevidence of financial responsibility.

2. The P&l Club Issue: Did the legislature intend to allow the use of P&l Clubs
for FR purposes on non-crude tankers and barges? According to current opinion
from the Dept, of Law, P&l Clubs, who do not wish to he subject to direct state
action (as has been the traditional form) may not be used for FR under the current
wording of AS 46.040(1). This conclusion is found in the footnote on the last page of
Doug Mertz's January 24, 1991 opinion memo.

The remaining portion of the memo speaks to the use of P&I clubs for FR coverage
on crude tankers, stating that P&l Clubs may only be used for amounts of required
FR in excess of $50 million. The opinion is silent on whether the legislature
intended to allow P&l clubs to be used for non-crude carriers, which would benefit
more from this exemption than would the larger crude oil tankers which do not
seem to have problems meeting FR requirements due to their affiliations to large oil
companies. Non-crude carriers are often independents. |If they are forced out of the
market, competition decreases and the consumer is harmed.

An idea to allow non-crude carriers to provide at least 50% of FR requirements thru
P&l coverage was suggested in the DEC opinion request of Nov. 27, 1990.
Unfortunately the idea was not discussed at any length in the reply opinion from
Dept, of Law.

If non-crude carriers were allowed to use P&l clubs who do not wish to be subject to
direct state action for their maximum limit of required FR, $35 million (below the
$50 million threshold), then they would not have to seek additional coverage at
additional cost. These carriers must have P&l coverage anyway since they are
marine vessels. Non-crude presents less of a environmental risk than does crude. |If
their pollution FR requirements can be met with their P&l club, it would eliminate
the burden of obtaining additional coverage, providing they can find it. P&l coverage
traditionally covers pollution clean up costs and the like. However, It does not cover
all of the damages listed in 04.040(e).

If the legislature did intend, as some were led to believe, that non-crude carriers
could benefit, at least partially, by using P&l clubs for FR purposes, the statute, as
written, does not allow it for the following reasons:

A. Non-crude carriers are subject to a maximum FR limit of $35 million, see
AS 46.04.040(c)(2).



WALTER J. HICKEL, GOVERNOR

DEPT. OF ENVISION MENTAL CONSERVATION

OFFICE OF THE COMMISSIONER Telephone
P.0. BOX 0, JUNEAU, AK 998T1-1800 (S -

May 3, 191
The H%r}(orable Sam Cotten
Juneau, Alaska 99811
Dear Senator Cotten:
You have asked me what actions the Department and the Leqislature might take
re ar ahe Cﬂl D?schar e Preven lon aﬁac nt|tn enc hga rovals?orcrude oll

0 tuﬁs mcIudmg exm?edgq(ns ﬁ;r Brifish etro?eumyanda Coﬁgco operapons on the

orth. S or a list of other expired contingency plans, and a
descr|pt|on of the tanK facﬁmes located throughout the gtate ey

As oftoda theD grtment has issued |nter|ma rov IS (until Se tember][ for
r|(5|sh eoeuma Conocosfac!hnestoop ra under econ qcx ans thiey
Prewous subm|(5te hesePans meettecurrﬁnt ontingenc nlﬂg
requir 5 con |t|ono(5h|ﬁ rm ag)rﬁm\@ Astat oth ¢ gmes submit
amende Cpans % une ﬁ ‘attese ende contmgenc plans un rgo

con3|stenyreV|e undert Alaska Coastal ﬁone Mana’% merlt |

currently have G'so J” ion to the conHa dZ \NIIT( Re |n|t| ted
upon receipt o % eame plans an conclude In Auqust. Itthe amended
f tﬁwe new. resRonse

ans recel ¢ 10 ecogslstenc %etermmatlon and eeft
&n |t|oqs of the inte "M 3pprovels o ¢ contingency plans

ning Standards, the con
ﬁq) |gemove3 and the approval dates exten
Second, the DePartment %ccasmnal comes across the sityation where acontmqency
g%psubsﬁ?nna meets the re uwe ﬁ but may be mlssmgasmall element

rer to allow t ese contm enc an no ers t% ontinue to Operate, an ebound to
resgon to ana/ ,o glprove M} e De arﬁmen su%%ests an

ndment (énclosed tothest Jefsw we hope will be incliied In SB 263 We
\évr? Igokde Q%Proy to explain the need for this revision further with you, your committee,

Thlord ahstofother curre t(y eg<%|red lans, is in L#]ded This |Iét contmuall
sH(tiocane You S ea aretat%t expire anscurren
entie ? working wit 25fac ties that have submitted new or rews(e
contin enc¥ rov (neteen fot%er aC|I|t|es ave noLcontacte the

ans for ap
Departmen I pans e operating In the

egarding t some of these may no longer



state). We are senﬁi#%(!etterto the Jatter r0L1 asking them to be in contact with

the department wit ays to obt nacergpprance ofder&copsent for deve ogmg

a plan, or to cease o?erano s. 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 | can provide any additional information, please contact me.

Sincerely,

Mead Treadwell
Deputy Commissioner

enclosures

cc: Senator Drue Pearce
Representative Bill Hudson



[THIS 1S AN AMENDMENT TO SB 263]

*Sec. 3. INTERIM APPROVAL STATUS, (a) If a person has

S/E'd

submitted an oil discharge prevention and contingency plan to
the department for review, the department may grant an interim
approval of the oil discharge prevention and contingency plan
it the department determines that:

(1) the oil discharge prevention and contingency
plan substantially complies with oil dischcirge prevention and
contingency plan requirements and related department
requlations or

(2) the oil discharge prevention and contingency
plan would substantially comply with oil discharge prevention
and contingency plan requirements and related department
requlations under conditions specified by the department.

() 1f an interim approval is granted under (a)) of
this section, the conditions specified by the department are
part of the oil discharge prevention and contingency plan
during the period of time for which the interim approval is
granted.

(c) An interim approval is valid for no more than 130
days.

(d) The department may revoke an interim approval if it
determines that the oil discharge prevention and contingency
plan is no longer in substantial compliance with o1l discharge

prevention and contingency plan requirements and related
department regulations.

—ini Ljto=Q3idiom: tc.ielm
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(e)  Interim approval under (a) of this section
constitutes approval for purposes of AS 46.04.030 until the
interim approval expires or is revoked.

(f)  The time limit for a decision by the department
under AS 46.04.030 (p) does not apply to plans described under
(a) of this section.

(g) In this section, HUdepartment™ means the Department
of Environmental Conservation.

"IOlIldyZHO StTONf 62:ET 16, EO0O ww



N%EHE%IDLOWING PLANS ARE EXPIRED -PLAN HOLDERS HAVE BEEN

Northern Region: Expiration Date
Northland Services [barge] 1/14/89
Pacific Alaska Nome Bulk Plant [terminal] 8/11/89
Yutana Barge Lines [barges] 1/23/89
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 1/9/0
Shemya AFB Terminal n/a
Northland Services [vessel] 3/16/88
Orca Qil Terminal, Cordova 2/20/90
USAF Long-Range Radar Stations (4) [terminal] n/a
Texaco Marine Services [vessel] 421/91

Military Sealift Command [vessel] n/a



iR AN oo H EORMATIoN RAS Been REQUESTEs i A
DEADLINE FOR SUBMITTAL: °

Southeast Region:

Delta Western Yakutat Terminal

Delta Western Juneau Terminal

Sitka Fuels Co., Sitka [terminal]

Boyer Towing, Barge "Kotznahoo™ [vessel]
Totem Oil Terminal, Haines

Northern Region:

Golden Valley Electric [terminal]

NSB Barrow Oil Terminal

NSB Pt. Hope Fuel Storage [terminal]
NSB Wainwright Fuel Storage [terminal]
NSB Eskimos Inc. [terminal]

Pacific Alaska Kotzebue Bulk Plant [terminal]
Saupe Chevron [terminal]

Fort Wainwright Army Terminal

Eielson Air Force Base Terminal

Mapco North Pole Refinery [terminal]
Ft. Greeley Army Terminal
Southcentral Region:

Trident Seafoods, Sand Point Terminal
Terminal Qil Sales, Homer

Delta Western Nikiski Terminal

Expiration Date
11/

V/1/89

n/a

12590

n/a

11/12/90
5/25/88
5/25/88
7/24/89
37/l

1/1/90
2/14/88
9/6/89
7117/39
10/5/90
n/a

V1701
12/3/90
3591



Amchitka Navy Terminal

North Pacific Fuel Terminal, Kodiak
Pacific Fuel Trading Corp. [vessel]

Petro Marine Services, Unalaska [terminal]
Bering Sea Fisheries [vessel]

Cove Shipping Inc. [tanker]

n/a = has never had an approved plan

4/10/91
J21
32391
4/11/91
10/13/90
11/1/90



FACILITIES IN ALASKA

5
40
35 @ 5-10,000
30 M 10-25,000
H 25-50,000
# OF BULK FUEL 25
STORAGE Ei 50-100,000
FACIUTES 20 ffl 100-200,000
15 H >00,000
10
5
0

CAPACITY IN BARRELS

ALASKA Dept, of Environmental Conservation May 1991
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W . ﬂ- /I) WALTER J. H/CKEL, GOVERNOR
‘ (907) 451-2360
DEPT.OF ENVIRONMENTAL CONSERVATION  Northern Regional Office

/1001 Noble Street
May 3, 1991 [Suits 350

Fairbanks, Alaska 89701

Mr. Steve D. Taylor .
Environmental & Regulatory Affairs
BP Exploration

P.0. Box 196612

Anchorage, AK 99519-6612

Daar Mr Taylor:

Re:  Qil 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. ApProvaI of your contlngenc_)/ plan
is granted subjectto, 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 Department 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 Program.

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 Departmentis currently reviewing the regulations pertaining to Oil Discharge Prevention

and Contingency Plans. Any alterations of the present regulations will apply to any currently
approved contirigency pians.

As a holder of an approved contingiency 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 b reguesting an
adjudicatory hearing, using the procedures contained in 18 AAC 15.200-310. Hear|ng1
requests must be delivered to the Commissioner of tho Department of Environmenta
Conservation, 3220 Hospital Drive, P.O. Box O, Juneau, Alaska 99S11-1800, within 30 days

of receipt of this letter. If a hearin?_ i 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 o for coordinating this Ia with the Department. [fyou have any questions please
contact either Larry pates o el d Y Y4 p

Sincerely,

Northern Regional Supervisor

Ik/wdm/
N?ead Treadwell E / DC, Juneau
nstoe EQ/NSDO, Fairbanks
Larnr];{e Katkin, EQ/NSD O Fairbanks

10 17007% ron Leonard, AGO, Fairbanks
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WALTER J. HICKEL, GOVERNOR
S T M (307) 4512390

DEI»T. o f ENVIRONNEIV'YALconservation ﬂorther Fegmnal Office

1(1{1 treet
May 31991 /Suite 30
Fairbanks, Alaska 99701

Mr. DaV|dL Bowler
conoca. Inc.

i
ne oLtCag%trﬁ 99%32(1)
Dear Mr. Bowler:

Re: Q) Discharge Prevention and Contingency Plan for the
Mflne Fgof'hg Jeney

fased on, the review of the ahove referenced Ian he Deﬁartment here|n (?rants appr ovaI

ﬁgour Asu|schar%e gventn)n and Cont|n e ﬁli'a”e roval of your ¢ nl%ngen

ran biectt requires contln ou )
qu cbe t] pections o your facility have exh|b|te that your response
capability Is af a sulta eve

The Department S ap rovmg this pIan W|th the cond|t|on that a new plan be submitted by

June that il rouA% t(e oast Zone consistency review process and be
etermme Consistent vith the Alaska Coastal al Management Program.

This approval is effective immediately and will expire on September 1,1991. The Departmen
ffm eth?s approval rigr to he ex |rat|oﬁ date if deficiencies arg?dgnttftedt G Woué

m
C?\yel'89| {ﬁectyourcomp ny's Spl prevention, response, and preparedness capa I|ItI€S

Thg DeRartment S urrentl re |eW|n thetrﬁ%;ulattons erta| |n to O” Dis harge Prevention

and Co s Al altrations of the present reuiatons vl appy toany curent
AD0roved Contgenty plant P g opy t02ny curtenty

As a holder of an approved contingency plan, under AS 46.04. ur failure to have
ahccess to the resc)tw)ce enhﬂed? ypIan and, In the event 0 Y pyl? to reggond vvlth

n the
those r&ssourc&\&g| time re |re gaw Iaawoa ?n otAIaskaﬁ'aw Please careful
review sot at you uyun rstand your obligations.

A erson who disagrees with this decision may.a eal the decision uesting an.
udicator Vheann%r |neg h rocegures cont)am ﬁ) 8 2(%3]& |-t<—gan
re uests ust_pe e|ver e omm|35|oner of the Eepartmen Erl nontTIant

servatio Hosp{) nve 0. Box O, Juneau, Alaska hLS&) within 30 days

of receipt qf this [etter. "If a hearing is not requested within 30 days, the right to appeal’is
Watveg nd he oo bacaanti. 5 not red ys, the gt 1 app
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Mr. David L Bowler 2- May 3 1991
Thank%/ou for coordinating this plan with the Department. [fyou have any questioi is please
contact either Larry Katkiif or myself.

Sincerely,

William D. McGee

Northern Regional Supervisor

Ik/wdm/ N?
ea Treadwell /D, uneau
ns 0e, E D , a|r anll(<s
Katkin, E NSD Fairban
Ca eron Leonard, AGO, Fair anks
17059



SECTIONAL ANALYSIS

PRELIMINARY DRAFT 1/28/91
OIL DISCHARGE PREVENTION AND CONTINGENCY PLAN

ARTICLE
18 AA C 75.305 Application for Approval
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18 AAC 75.340 Spill Volume Preparedness Standards
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urther, ADEC strtes a permit cannot be pre-

data, F
approved.
18 AAC 75.355 Trainhw
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18 AA C 75.380 & 385 Inspection & Discharge Exercises

13 AAC 75.355 Training



CRIMINAL PENALTIES - AS 46.Q03-J.2Q

* Class A Misdemeanor to negligently:
-violate AS 46.04,
-provide false inform ation,
-discharge < 10,000 barrels of oil, or

-fail to com ply with contingency plan for a spill < 10,000 barrels.

* Class C Felony to negligently:
-discharge > =10,000 barrels, or

-fail to comply with contingency plan for a spill > =10,000 barrels.

*

Each day is a separate violation.

* Class A-. Misdemeanor: $5000 fine; up to one year in jail.

* Class C Felony: $50,000; up to five years in prison.

* Corporation: Fine greater of twice pecuniary savings or damages, oOr

$500,000 for felony or $200,000 for misdemeanor.



AOGC

1B 567 REGULATIONS ISSUES

The following questions address significant issues in contingency planning, prevention
and financial responsibility and are included for your consideration. Comments on
these and any other issues not listed are welcome.

1) What role, if any, should Citizens’ Oversight Councils play in the actual response
to a catastrophic oil spill?

2) What should be the mechanism for including public participation in oil spill
response activities?

3) What role should oil spill response cooperatives play in a response, and how
should they be governed?

4) How should the "realistic maximum oil discharge®™ (RMOD) be calculated for:
*an oil terminal facility?
* an oil tanker or oil barge?
* an onshore or offshore exploration facility?
* an onshore or offshore production facility?
1 a pipeline?

5) What should be the criteria for judging the operational capabilities of oil spill
response equipment? How should the effectiveness of equipment be calculated?

6) What are examples of prevention measures that can be taken to reduce the
probability of a spill or the size of a spill?

6) What should be the criteria forjudging whether a prevention measure should be
required, or should be optional and qualify' for "credit" (a reduction in planned
response capability)?

7) What should be the amount of "credit" given for each prevention measure (by
what amount should planned response capability be reduced?)

8) What is the maximum amount of "credit" that should be given for prevention
measures?

9) Besides insurance, self-insurance, bonds and guarantees, what other forms of
proof should be allowed by the state to ensure that a company can pay for the clean
up of a spill?

2.MS



OlIL SPILL
PR EV ENTIO N ,

A ND FINANCE

How you can help design

he T/V Exxon Valdez release of
11 million gallons of Norch Slope
crude into Prince William Sound

in 1989 was a threshold event that
is recasting the system for responding to oil

spills in Alaska.

Oil facilities and vessels must meet more
exacting contingency planning standards
for spill prevention and response, as re-
quired by House Bill 567, a key spill bill
adopted by the 1990 Alaska Legislature.

The Legislature set these higher standards,
but itis now the responsibility of state
government, industry and the public to
decide precisely how the law will be put
into effect. To implement HB 567, the
Department of Environmental Conserva-
tion (DEC) iswriting regulations which
will be reviewed through the broadest
public participation possible.

To take part, please read on.

Department of
Environmental
Conservation

CPluryi lasLir.i f Y-

.Development Schedule:

MARCH4

Mail out working draft of regulations for
C-plan standards, and workshop schedule

MARCH 15

Distribute working draft of regulations
for financial responsibility

MARCH 19
First meeting of MB 567 work group

MAR. 20-MAY 2
Hold informational workshops at 18
locations

JUNE 1

Incorporate public comments
Amendments to response plans due

JULY 1

Complete draft prevention regulations
Issue public notice for all regulations

JULY

Hold public hearings on all regulations

SHPTEVBER

Incorporate final revisions

OCTOBER

Department of Law review

NOVEMVBER

Lt. Governor review

DECEVBER 1

Regulations effective

FEBRUARY 1,192

Owners/operators complete amendments
to response plans
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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 of 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 of these
activities, including cumulative impacts. Before
publishing or 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.



TESTIMONY OF SEAPRO MANAGER CONCERNING SB 263
04/30/91

SEAPRO is a cooperative organization made up of companies who
transport, store, and use bulk quantities of oil in Southeast
Alaska, With the exception of the Unocal terminal in
Ketchikan, none of the companies who make up our membership
can be considered "big oil". We are predominantly Bmall
businesses, the majority of whom are locally owned. Our
members include tug and barge companies, medium and small
fuel terminals, mining companies, pulp mills, and others.
Our members are located in Juneau, Ketchikan, Sitka,
Petersburg, Wrangell, and Thorne Bay, Some of our members
have operations which service virtually all the smaller
communities and habitations in the region, while others

simply consume oil in sufficient quantity to fall within the
jurisdiction of the new state law.

We are a relatively new entity, having officially started
activities last December after several months of planning and
organizational work. One of the main purposes of our
organization Is to provide a mechanism for making better use
of the pollution response assets which already exist within
our member companies, and to seek improvements in the overall
pollution prevention and response system within our region.

SEAPRO has been working with co-op members, ADEC, the Coast
Guard, other state and federal resource agencies, local
emergency planning committees, and response organizations
outside the region to identify region specific needs,
conditions, and concerns which directly relate to the

pollution prevention and response infrastructure of the
region.

Naturally, the requirements of state law and regulation are a
portion of the equation which will drive the final design of
our region's system, so SEAPRO has been careful to pay close
attention to developments in those areas, but especially to

the non-crude oil regulations promulgated under HB 567.

Last Thursday and Friday, | participated in a two clay meeting
in Anchorage of a working group dealing with ADEC's draft
financial responsibility and contingency plan regulations for
non-crude oil vessels and facilities. | participated in this
working group with the express purpose of trying to
contribute the views of our region’'s companies who are very
confused as to how they can comply with several specific
provisions, and what impacts these regulations will have on
their ability to continue in business. Additionally, as a
professional in the pollution prevention and response fields,
T bad hoped to suggest specific technological language and

methodologies which could improve the workability of the
proposed rules.
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While | am not. all that knuwledgable about insurance matters,
it appeared that some progress was made toward resolving
several of the Insurance industry's objections to the draft
financial responsibility rules during the first day of these
meetings. Unfortunately, less progress was made In
addressing technical details of the planning regulations.

[t is my opinion that there are serious technical flaws with
the draft planning regulations. Additionally, so far as |
can determine, there are atill no prevention regulations
available for us to work with, It is imperative that these
regulations, together with the financial responsibility
regulations, be considered as a comprehensive package,
especially aB they relate to the interdependent system of
distribution, storage, and use of distilled or refined
products which exists in our region of the state. Failure to
adopt these regulations as a syBtem will limit their

effectiveness and make compliance that much more difficult to
achieve.

During these meetings, it was obvious to me that there is a
great gap between what the DEC thinks they are saying to
industry with these regulations, and what industry in our
region believes Is being said. Jhis is not simply a matter
of semantics. It is also a matter of our assumption of how
these regulations will be applied by the state, and
interpreted by the courts. These assumptions, even if
incorrect, are exacerbated by an atmosphere of confusion
caused by the law having an effective date which precedes the
state's ability to complete a normal regulatory prooess.

Many of our businesses are firmly convinced that.they cannot
comply with certain provisions of the regulations because the
technology to meet the required standards does not exist,
There 19 also the problem of acquiring and putting into place
capital assets which may meet some of the requirements, in
time to comply with the law. Following this logic then, it
should be obvious that these businesses believe they are
faced with a quandary. Do they continue in business knowing
they cannot comply with technical provisions of the
regulations and hope that the government will correct the
situation eventually, or should they strictly comply with

current law and unadopted regulation and cease doing
business?

| believe that progress has been and will continue to be made
in constructing practical regulations which can satisfy the
intent of the legislature. However, the current situation of
HD 567 becoming effective in advance of implementing
regulations creates an artificial barrier to progress and an
atmosphere of uncertainty for our member businesses.

.G3



The wurk lo craft functional regulations implementing HB 567
has at least begun, but there la a long way to go. The DEC,
our businesses, and the communities of our region need time
to do this work. | believe that SB 263 will give ua an
opportunity Lo do this work, More importantly, it will also
give our member companies some assurance that while the
regulations are being crafted, they can continue in business
without the fear that they may be unintentionally breaking
the lew. | urge the legislature to adopt SB 263.

R. M. Mul len
Manager

Southeast Alaska Petroleum Resource Organization
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Lowndes Lambert Marine Limited
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Telephone 071-283 2000
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our Ref:  (HILKRIKI'H 13h March, 191

C«ne Snuoe & Company,
Alboca MILL Building,

Suite 620,

1200 Northwest rroilt Avenue,
portlaud,

Oregon,

U.S.A.

Poe the attention of Clnny Wade

Dear Glinny,

POLLUTION

Statn of Alaolca PlIQauclal Responsibility

Following y.t recent correspondence and telephone conversations
regarding the cvccent pooitlon of our London Underwriters in respect of
proof of Financial Responsibility, | an writing to advise no follows:-

We have available to ua several markets fee the insurance of
Pollution here in London. There are specific Lloyds and/or Institute of
London Underwriters acchsra plus various agencies hero In London who write
for and on behalf of the aforementioned. Wc do also place a Pollution
covet specifically for your office. Following the introduction of the
United States Oil Pollution Act 1990, these Underwriters reviewed the ha3is
on which they vero prepared to offer coverage in respect of this exposure.
The outcome of this review van to withdraw *11 previous forms of cover and
offer in its place tha "liniced" London fora, This fora does not cover any
additional coverage in respect of specific State Regulations,

Additionally, they no longer offer nor provide any pcoof of Financial
Responsibility under either the Acc or any Stace Regulation.

| do appreciate thla is not vhac you wanted to hoar but must advise
that Loodoa Underwriters are adazent tr. their stand in this renpect.

Yours sincerely,
LOWNDES LAMBERT MARINE MMTTP.n

LLOYD'S An.su-vivjwu GariarfXil lirtfm Jijrj
oCVa (1 Ka-ihai/Lr*Xi PCV Hill.

o R OK KA liCV, £5|Ua4

TOTAL P.02
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SamsonTug & Barge Company,Inc.

Sitka, Alaska 99836
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Re: M%%% Liability

Dear Jerome:

8r9|%u/£i/09q liability policy for Sitka Fuels, Inc. is due

—a

Mfo?/r%uatigﬁvepleg% Iweﬁfemknnsow.on this or need any additional

Sincerely,

Mike Venneberg
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SamsonTug & Barge Company,

May 2, 1991
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May 6, 1991

Senator Lyman Hoffman VIA FAX A65-A523
Alaska State Legislature

P.O. Box V

Juneau, Alaska 99811

Dear Senator Hoffman:

W hite Pass Alaska strongly supports your Senate Bill 263
delaying the implementation of the effects of House Bill
567 until the Department of Environmental Conservation can

develop some realistic regulations.

The proposed regulations by DEC are practically impossible
for non crude operators to meet.

W hite Pass Alaska specifically endorsee that portion of
your bill that requires an economic analysis by DEC of its
actions.

Thank you and please let us know if we can help you.

Sincerely,

M. Paul Taylor
Vice President
Alaska Operations

cc: M.P. Taylor
Dave Black
Stan Selmer
George Tipton
Tony Leichty
W arren Pellett
Oscar Jones
lan Black
Jerry Davis



VIA FAX 456-4523

White Pass Alaska
Dear Senator Hoffman:
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White Pass Alaska
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Please let us know if we can be of any additional assistance.

Sincerely,
m?taegeﬁass Alaska - Haines

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



I §/\ White Pass Alaska

Hay 7, 1991

Senator Lyman Hoffman VIA FAX 465-4523
Alaska State Legislature

P.O. Box V

Juneau, Alaska 99811

Dear Senator Hoffmant

J strongly support Senate Bill 263 delaying the June 1, 1991
implementation of HB 567 as the language and regulations are
totally unrealistic.

J have talked with Senator Steve Frank and he supports the delay
until ADSC can develop some workable regulations.

I do support effective and practical environmental regulations
but the current ones must be re-written and put in place prior
to making the non-crude operator comply.

| specifically agree with the portion which would require an
economic analysis by ADEC of its actions. Since the State
subsidizes the rural electrical co-ops, an even greater expense
would be burdened by the State, due to the extra capital

expenditures to comply. This is Just one example of what could
happen.
Thank you and please let me know if | can help.

Respectfully,

.. jiak

Hanager-Ketchikan Terminal
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Birch, Horton, Bittner, Cherot and Anderson
aﬁb’l‘.@t&la\/l&. corporation

May 6, 1991
Representative Cliff Davidson Page 2

Let me explain:

A. Financial Responsibility. Under existing law (that is, pre-
HB567), Northern Transportation would be required to post
approximately $172,000 of financial responsibility. Under HB567,
the amount woi”ld be increased nearly tenfold- to approximately
$1.54 million. In-and-of-itself, this substantial 1increase 1in
required financial responsibility will pose a substantial hardship
on small operators.

More fundamentally, the options for providing financial
responsibility are decreasing, rather than increasing. Under
current law, Northern Transportation has four alternate means of
meeting the state®s financial vresponsibility requirements- self
insurance, guarantee, suret = or insurance. However, ADEC"s
regulations allow a party to self insure only if it has sufficient
United States assets. And, the same requirement applies to any
guarantor that the company might seek to employ. See 10 AAC 20.055
and 18 AAC 20.085. Being a foreign company, Northern
Transportation 1is thus Ilimited to two options- insurance or a
surety bond.

However, <current law (as well as HB567) vrequires that any
insurer or surety must agree to submit to "direct action”™ 1in Alaska

state courts. "Direct action™ means that the injured party may sue
the insurance company (or surety) directly, rather than through the
insured (as 1is customarily the case). There has never been very

much direct action 1insurance available, principally because most
Protection and Indemnity (P&l) Clubs have declined to provide 1it.
It is for this reason that HB567 allowed non-direct action

insurance to be used for any financial responsibility in excess of
$50 million.

Unfortunately, the direct action insurance market now appears
to have dried up completely. For example, until recently small
amounts of direct action 1insurance were available through the
Portland broker of Gene Sause and Company. However, as the
enclosed correspondence indicates, that broker 1is now no longer
able to place any direct action 1insurance; and, it is our
understanding (based on conversations with ADEC) that other
potential providers have left the market as well.

Under existing law, oil barges are required to post an amount
equal to the amount required under the federal Clean Water Act,
which was $150/gross ton.

3This amount 1is <calculated on the basis of the <carrying

capacity of the <company®s Jlargest barge operating in Alaska,
multiplied by $100/barrel.
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Thus, both current law and 1IB56? leave Northern Transportation
(and, in fact, any international carrier) in an impossible
position. They cannot self insure because of ADEC"s requirement
that the self 1insured"s assets be located 1in the United States.
Conversely, they cannot obtain direct action 1insurance, because
none 1is available. And, because this problem arises under either
current law or HB567, HB312, in its current form, would do nothing
to alleviate this barrier to international trade.

We would therefore suggest one of two options:

1. The immediatelv-effective repeal of the direct action
requirement under both current law and HB567. We understand the
reasons for the direct action requirement. However, the need for

direct action insurance has lessened as the result of other, newly-
enacted financial guarantees- including the $1 billion/incident oil
spill fund established under the 1990 federal Oil Pollution Act.

More 1importantly, "direct action”™ insurance 1is no longer
possible; or

2. Repeal the requirement, in APEC®"s regulations, that a self
insurer®s assets be domestically located. ADEC could 1implement
this cure itself, since the "domestic asset"™ requirement does not
appear in statute. And, we believe that the change may be
necessary for both constitutional and practical reasons. States
may not unreasonably discriminate against foreign or \interstate
commerce. And yet the recent evaporation of any "direct action”
insurance means that the agency 1is doing jJust that. It 1is

preventing a foreign corporation from self insuring, yet at the
same time conditioning the most commercially realistic alternative
on an impossible standard.

We hope, through the deliberations on HB312, to convince ADEC
that recent events warrant the repeal, and even the emergency
repeal, of the "domestic asset” rule. Foreign corporations would
still be required to submit to the jurisdiction of Alaska courts,
and appoint an agent for service of process in Alaska.

Finally, while HB312 fails to address the recent loss of the
"direct action"™ option, it also overlooks at least one favorable
provision of HB567 whose effective date ought not to be postponed.
Specifically, HB567 expands the 1list of available methods for
financial responsibility to include letters of credit. While a
foreign corporation dealing with foreign banks may still find the
letter of credit option difficult, allowing a letter of credit

option does provide some flexibility 1in attempting to meet the
requirements of even current law.

2. Oil Spill Contingency Plans. We support a one year extension
of the effective date for HB567"s new oil spill contingency plan



Bikch.Horton.Bittner.Cherot and Anderson
a pnorcasiONAi corporation

May 6, 1991
Representative Cliff Davidson

Page 4
requirements. Oil barge operations like Northern Transportation®s
often navigate 1in more remote parts of the state, where cleanup
capability 1is very limited. The debate over HB567 focused on
Prince William Sound, where the nature of the trade better allows
for rapid, large scale increases in cleanup capability. Outside of

Prince William Sound, and perhaps Cook 1Inlet, oil spill cleanup

resources, and the ability to expand those resources, are far more
limited.

In summary, Northern Transportation supports HB312, with the
following amendments:

1. A repeal of the "direct action” insurance requirement- unless
ADEC 1is willing to change 1its "domestic asset”™ rule; and

2. The immediate implementation of the letter of credit option for
providing financial responsibility.

Thank you for your consideration of our concerns, and we look
forward to working with the committee on this legislation.

Sincerely

BIRCH, HORTON, BITTNER & CHEROT

JKT/kpb

cc: Senator Al Adams

Members of the House Resources Committee
Janice Adair, ADEC
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NUSHAGAK ELECTRIC CO-OPERATIVE, INC.

P.0. BOX350 TELEPHONE (907) 842-5251
DILLINGHAM, ALASKA99576 TELECOPIER (907) 842-2799

ALASKA

March 21, 1991

John Sandor, Commissioner

Department of Environmental Conservation
PO Box O

Juneau, AK 995811

Dear Commissioner:

Last year the Legislature passed House B ill 567 which addresses
financial responsibility for oil terminal operators, as provided in
A.S. 46.04.040. Presently, this piece of legislation was

introduced as a response to the Exxon Valdez spill.

As so often is the case, hasty legislation makes for bad law, and
I believe that such a condition exists here. Unfortunately, this
piece of legislation .failed to address existing shortcomings in the
financial responsibility statute and appears to merely perpetuate
a weakness that really isn't in anyone's best interests.

At hearings during <consideration of HB-567, | did have the
opportunity to comment on this issue. However, | do not believe
that | did a very good job on the matter because problems still

exist in the statute.

In the meantime, | have prepared a paper on financial responsi-
bility of oil terminal operators which 1is relevant to these
comments. Please note the attached.

If you should be so inclined, | would be happy to discuss this
matter further.

Please advise.

General Manager

lwb



FINANCIAL RESPONSIBILITY

AS 46.04,040 (a) requires proof of financial responsibility for a non
crude oil terminal in the amount of $25 per incident for each barrel
of capacity at the terminal or $1,000,000 whichever is greater...

AS 46.04.040 (e) states that financial responsibility may be
demonstrated by one of the following:

Letter of Credit approved by the dept.
Other proof of financial responsibility approved by the dept.

1. Self Insurance
2. Insurance

3. Surety

4, Guarantee

5.

6.

Nushagak Electric Cooperative, Inc.. has non crude capacity as follows:

Tank No. 1 520.000 gal 12380 bbls.
Tank No, 2 520.000 gal 12380 bbls.
Tank No. 3 24,000 gal 571 bbls.

177~7)4,7500 gal 25333 bb'is.

NEC is financially unable to self insure and has purchased liability
insurance to meet the financial responsibility requirements from
foreign insurers. In 1989 the cost of Insurance was $.021 per gallon
of capacity} in 1990, the cost increased to $.026 par gallon of
capacity. This represented a 23,81 increase or making a total annual
cost of $23 per consumer. There is nothing to indicate that increases
in cost will not continue.

The following factors are appropriate to the discussion on the
requirements of the existing statute:

1. It would seem that exposure to oil spills should be more
properly based on thru-put rather than capacity. Two tank farms
of identical capacity would have widely wvarying exposures
depending on the amount of fuel pumped In and out. Therefore it
would seem reasonable as well as sensible to base the financial
responsibility requirements on thru-put and not capacity.

2. Oil Spill Pollution Liability Insurance is not available from
domestic insurers} it Is available from Lloyds of London only.

3. There is probably great diversity on how terminal operators
provide financial responsibility with Jlarge operators being
generally Belf insured and smaller operators (those least able
to pay) purchasing insurance or letters of credit.



Page 2

Letters of credit while costing substantially less than
insurance provide a false sense of security to the operator and
to the state. If a spill does occur, the state inroediately
forecloses on the letter of credit and the small rural terminal
operator may find himself suddenly increasing his debt load by
$1,000,000 or more.

The impact of such a situation may well be to bankrupt the
operator which is frequently a municipality or a small non
profit rural electric cooperative and thus placing themselves in
a financially precarious position. Very likely it will be the
state legislature that has to bail the terminal operator out
thus wultimat ly paying for the damage claim that the state
initiated.

4. Purchasing liability insurance including pollution liability
insurance never provides coverage for damages incurred on the
insured's premises. Generally, terminal spills originate on the
insured's premises and depending on magnitude, may spread to
others' premises. At that point, the pollution liability
insurance would begin to apply.

This condition could have the undesired impact of the terminal
operator having insufficient resources to clean up a spill
occurring on his own premises but being able to produce legally
acceptable financial responsibility.

5. As of this writing, it would appear that there is little
incentive for an oil terminal operator to improve his facility.
There seems to be little enforcement of standards of
construction applicable to tank farms and related diking
facilities. There is no state or federal inspection program in
use that can offer even a modicum of oversight or
standardization in the operation and development of tank farms.

6. The financial responsibility based on capacity rather than thru-
put serves as a deterrent to installing additional capacity.
Diesel fuel is the single largest component of the cost of

electricity in the rural areas. All too frequently, the rural
area is served by a single supplier thus creating a monopolistic
position (and attendant high prices). In the Dillingham area
the installation of additional capacity resulted in a fuel cost
to NEC approximating 50Z of that of the single source supplier.
This resulted in savings of approximately $48,000 per month of
which $16,000 resulted In direct savings to the state in reduced
need for PCE. The rural community is held hostage to the single
source supplier and existing regulations exacerbate this
situation.



INSURANCE POOLING

The concept of insurance pooling may meet a substantial need for
financial responsibility ror all terminal operators in the state.
This concept would provide for the establishment of an insurance pool
presumably operated as a subsidiary of the Division of Insurance
whereby all terminal operators would be obligated to provide support
by premiums based on thru-put in their facilities.

Advantages of such a system would include:

1. Each operator would have the same liability or cost based on his
own activity.

2. Since it is anticipated that there would be 100% participation,
the unit cost of premiums would be much lower than are presently
paid to Lloyds.

3. This program would be se supporting; administration costs
would be paid from premi* Additionally, it is believed such
a program could also suy c an inspection program which would
in turn help to minimiz- <posures.

4. The accumulation of revenues from the pooling could, at some
future date, be sufficient to fund future potential liabilities.
This could result in premium moratoriums.

5. Funds paid in the pool would remain in the state rather than
fueling our balance of payments deficit.

6. The state would be assured that the goal of environmental
protection for all pollution liability exposures was adequately
covered thus meeting the purpose and expectations of financial
responsibility.

7. Insurance pooling would promote competitive pricing, help to
lower fuel costs and establishless reliance on PCE by providing
incentives to build adequate capacity; present plan penalizes
any additional capacity.

(ljc:reports/finres)



NUSHAGAK ELECTRIC CO-OPERATIVE, INC.

P.O. BOX350 TELEPHONE (907) 842-5251
DILLINGHAM, ALASKAQ0957B TELECOPIER (907) 842-2799

April 1, 1991

John A. Sandor, Commissioner

Department of Environmental Conservation
PO Box 0

Juneau, Alaska 99811-1800

Dear Commissioner™.

On March 21, 1991 | wrote to you concerning the shortcoming of the
financial responsibility requirements of HB 567 which was passed in
the laBt session of the legislature.

Subsequent to that date our consultant prepared an analvsiG of the
Oil Spill Contingency Plan Regulations outlined in your letter of
March 4, 1991 which were also affected by HB 567.

Total impact of this legislation is yet to be felt but we do not
necessarily believe it to be all in the public interest and request
your review of it. If, in fact, "the proposed regulations were
written primarily to regulate the Alyeska terminal and its tanker
trade and the Cook Inlet operators,” they have no reason to be
applied to small rural Alaskan communities where energy costs are
already at astronomical levels that are, in fact, supported by the
state subsidized PCE program.

Again referring to my original letter of March 21 and its
enclosures on financial responsibility, | believe that mandatory
insurance pooling might solve DEC's concerns and the financial
viability of the small rural operator.

In the meantime | am also enclosing an excerpt from our consultant,
Jim Berry and Associates, on this matter for your review.

Sincerely,

David F, Bouker
General Manager

ljc



jIM BERRY & ASSOCIATES
4540 Timberlux Circle

Anchorage, Alaska 99516

(907) 345-5426

RE: Oil Spill Contingency Plan Regulations

This letter responds to your request for comments regarding
ADEC's preliminary draft regulations pertaining to oil

discharge prevention and contingency plans (C-plan). The
attachment identifies specific sections of the proposed
regulations which | think may present concern to rural
Alaska operators. My comments are based on experience
gained in preparing spill response and prevention plans for
approximately 75 fuel terminals and 25 wvessels which

operate in Alaska.

The C-plan draft regulations were prepared by ADEC to
implement 1990 SLA Ch. 191 (HB 567). They were distributed

as a proposed draft on March 4 to all C-plan holders. By
July 1, and after incorporating public comment, the draft
regulations are to be finalized for public review. New
regulations are to become effective December 1, and by
February 1, 1992 operators are to submit new contingency
plans. In the meantime, operators must update their current

plans by June 1 to meet the statutory requirements which the
proposed regulations are attempting to interpret.

Regardless of the outcome of the regulatory review process,

the new statutory requirements will result in considerable
expense and will significantly impact all regulated
facilities and operators. Compliance with the proposed
regulations will be particularly difficult and expensive for

rural Alaska facilities and operators.

In my opinion, the proposed regulations were written
primarily to regulate the Alyeskc. Terminal and its tanker
trade, and the Cook Inlet operators. Many of the

requirements are not practical or achievable for rural
facilities.



For example:

- Al facilitiesmust maintain in their "area of
operation” containment boom, response equipment and
temporarystorage capacity adequate to recover and

store, at minimum, the volume of the largest tank.

- Response equipment and vessels must be designed to
operate effectively *in 30-knct winds, I.5-knot
currents, and 10-foot waves.

- Operators must maintain, separate from facility
response equipment, the necessary personnel and
equipment to prevent spilled fuel from reaching all
sensitive areas and areas of public concern.

- Marine operators must maintain in each "area of
operation” the resources adequate to lighter the entire
vessel cargo capacity within 48 hours.

- All facility operators must be trained to OSHA/ADOL
hazardous waste standards. Currently, this requires
certified training of 40 hours for operators and 64
hours for supervisors, and annual refresher courses.

- All plans must be reviewed and updated at least every
six months.

If adopted as drafted, the new regulations will require
every operator to rewrite its contingency plan to satisfy
new format and content requirements. To obtain plan
approval, operators will be required to purchase extensive
amounts of newequipment, present voluminous environmental
and equipment data/boilerplate, train operators to
hazardous waste standards, and make commitments which are
unobtainable.

The cost per facility to write new C-plans will likely
exceed $50,000. New equipment requirements could easily
exceed $100,000 depending on proximity to sensitive areas
and areas of public concern. Initial training costs may
vary from $600-800 per person. Further, it is estimated
that rural fuel costs will increase 30 cents per gallon to

allow transporters and distributors to meet new expenses and
liabilities.

I question whether the proposed regulations and associated

costs are the best investment for spill prevention and
response for rural operators. It appears the State s
uncertain as well. As part of 1990 SLA Ch. 191 the

legislature required ADEC to study:

"(1) appropriate locations for regional response
[equipment] depots, based on an assessment of
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historical evidence of where non-crude discharges are
most likely to occur and the needs of remote areas of
the state such as western and northern Alaska and the
Aleutians;

(2) appropriate discharge response times;

(3) requirements for personnel and equipment that
should be imposed on [vessel] contingency plan holders;
and

(4) appropriate roles for industry and state and local
governments in the purchase, ownership, and positioning
of discharge response efforts.”

The mandated report is due July 1, 1991. Its affect on the
proposed C-plan regulations is unknown. I project that if
the proposed regulations are adopted there will be little
uniformity in ADEC's interpretation, application and
enforcement of the statutes. Operators who attempt to
comply will bear the time and expense of being party to an
inter-agency educational process. Further, due to confusion
regarding implementation and content of the regulations, it
is likely there will be numerous changes to the program, as

well as possible statutory revisions.

I encourage you to discuss the matter with other rural

operators and become involved in the review process.
Hopefully, the regulations can be amended or modified in a
timely manner. If not, a temporary exemption for rural
operators may be appropriate. Effective February 1, 1992,
operators who are not in compliance will be subject to a

$5,000 per day fine.

enclosure

ItFlUOU/O00
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The Honorab. ® Cheri Davis
House of Representatives
Juneau, Alaska 99833

Dear Cheri,

In their Legislative wisdom, the Legislature has seen fit to
pass and implement HB 567, over the objections of business people all
over the state of Alaska, 1in another classic cavs-in to the
Environmental special 1interest groups.

As we told some of you last year, no existing business, 1in this
or any other region, can comply with the Engineering and operational
standards set forth by the State.

Without relief from you, all businesses subject to HB 567 will
be in violation of that law as soon as it becomes effective, which 1is

June 1, 1991.

Some modifications are being attempted, but without support of
SB 263 and HB 312 by the house to delay implementation of HB 567, it
will be impossible to conduct our businesses legally until realistic

regulations can be implemented.

I and others that are being impacted, urge you, as our
representatives to strongly support, and lead the house 1in passing HB

In another vein. Thanks for your strong support for the Timber
Receipts bill that came out of the House, | am sure your many hours
of thought and hard work had a lot to do with the passage, and
especially the way it passed. 1 have sent Senator Jones a letter
asking his help and leadership in having the Senate do the same.

Theodore M. Smith

Alaska Fuel Service

P.0. Box 749
Petersburg, Alaska 99833



May 3, 1991

The Honorable Bill Hudson
Alaska State Legislature
P. 0. Box V
Juneau, Alaska 99811
Dear Representative Hudson:

Last year®"s House Bill 567 goes into effect on June 1,
1991. Taku Oil, which 1is a small business, will be expected to
obtain increased insurance, 1increased equipment to clean up a spill
within 72 hours and will have to pay more for fuel. All of this
will be passed on to the public as a higher fuel cost.

HB 567 was passed in reaction to the Exxon/Vaidez spill.
Some consideration should be given to the reason for passage of
that bill versus the impact on small non-crude operators like Taku
oil, Inc.

Accordingly, |
extend for
realistic

which will
will allow for

1 &ition for a change
crude operators.

I appreciate your

a year
regulations
yet available to the public) and quite frankly,
in the

would appreciate your support for SB 263,

the effective date of HB 567. This
to be proposed (they are not
give us a chance to

law to recognize the interests of non-—

cooperation.

Yours very truly

C. E. Jacobsen, President

Taku Oil Company
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Alaska State Legislature

Seattle SpectoJ Com o*i

Please enter into the record my testimony to the -«— Q 1L — —~

committee name

Si wig Lt () Y

committee on —_—
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This a letter In support of SB 263.

Kodiak Oil Salem 7nc. is a fuel distributor serving tho Kodiak

Area. We are a family owned business and have operated am a
family business since 133(2).

would like to oncourage the passage of SB 263.

The proposed regulations that caae out of HB 367 have created
many problems for fuel distributors like us.

There are so Many unknown factors and unanswered questions.
Trying to comply with regulations that don’t actually ewist is
very confusing for both the State DEC and Industry.

Applying the saae standards to Alyeska, Enon USA and Kodiak Oil
Sales Inc. (or electric utilities in* Western Alaska) doesn’t sake
sense to «e. What does sake sense is separating the Issues of
Crude ana Noncrude, then designing regulations that fit the very

different industries involved and the very different risks to the
environment.

The passage of SB 263 will allow for a wore orderly process, one
that makes sense both to government and industry* A more orderly
process flakes for betterLaws and better Regulations, regulations
that are «uch better forboth government and industry.

Jie Rasaglia
Vice Pres
Kodiak Oil Sales Inc
*86-3245
Signed:

Twtlfier , A t r T W
/"ocZ [cIA" Gt'l Keefes

Representing (Optional)

Address

Phone No.



JIM BERRY & ASSOCIATE

4540 Timberlux Circle
Anchorage, Alaska 99516
(907) 345-5426

March 27, 1991

Brad Reeve

General Manager

Kotzebue Electric Association, Inc.
P.0. Box 44

Kotzebue, Alaska 99752

Dear Mr. Reeve:

RE: Oil Spill Contingency Plan Regulations
This letter responds to your request for comments regarding
ADEC®"s preliminary draft regulations pertaining to oil

discharge prevention and contingency plans (C-plan). The
attachment 1identifies specific sections of the proposed

regulations which I think may present concern to rural
Alaska operators. My comments are based on experience
gained in preparing spill response and prevention plans for
approximately 75 fuel terminals and 25 vessels which

operate in Alaska.

The C-plan draft regulations were prepared by ADEC “to

implement 1990 SLA Ch. 191 (HB 567) . They were distributed
as a proposed draft on March 4 to all C-plan holders. By
July 1, and after 1incorporating public comment, the draft
regulations are to be finalized for public review. New

regulations are to become <effective December 1, and by
February 1, 1992 operators are to submit new contingency
plans. In the meantime, operators must update their current
plans by June 1 to meet the statutory requirements which the
proposed regulations are attempting to interpret.

Regardless of the outcome of the regulatory review process,
the new statutory requirements will result in considerable
expense and will significantly impact all regulated
facilities and operators. Compliance with the proposed
regulations will be particularly difficult and expensive for
rural Alaska facilities and operators.

In my opinion, the proposed regulations were written
primarily to regulate the Alyeska Terminal and 1its tanker
trade, and the Cook Inlet operators. Many of the

requirements are not practical or achievable for rural
facilities.



For example:

- Al facilities must maintain in their "area of
operation” containment boom, response equipment and
temporary storage <capacity adequate to recover and
store, at minimum, the volume of the largest tank.

- Response equipment and vessels must be designed to
operate effectively in 30-knot winds, 1.5-knot
currents, and 10-foot waves.

- Operators must maintain, separate from facility
response equipment, thenecessary personnel and
equipment to prevent spilled fuel from vreaching all
sensitive areas and areas of public concern.

- Marine operators must maintain in each "area of
operation” the resources adequate to lighter the entire
vessel cargo capacity within 48 hours.

- AlIl facility operators must be trained to OSHA/ADOL
hazardous waste standards. Currently, this requires
certified training of 40 hours for operators and 64
hours for supervisors, and annual refresher courses.

- All plans must be reviewed and updated at least every
six months.

IfT adopted as drafted, the new regulations will require
every operator to rewrite 1its contingency plan to satisfy
new format and <content requirements. To obtain plan
approval, operators will be required to purchase extensive
amounts of new equipment, presentvoluminous environmental
and equipment data/boilerplate, train operators to
hazardous waste standards, and make commitments which are
unobtainable.

The <cost per facility to write new C-plans will likely
exceed 7$50,000. New equipment requirements could easily
exceed $100,000 depending on proximity to sensitive areas
and areas of public concern. Initial training costs may
vary from $600-800 per person. Further, it 1is estimated
that rural fuel costs will increase 30 cents per gallon to
allow transporters and distributors to meet new expenses and
liabilities.

I question whether the proposed regulations and associated
costs are the best investment for spill prevention and
response for rural operators. It appears the State 1is
uncertain as well. As part of 1990 SLA Ch. 191 the
legislature required ADEC to study:

"(1) appropriate locations for regional response
[equipment] depots, based on an assessment of



historical evidence of where non-crude discharges are
most likely to occur and the needs of remote areas of
the state such as western and northern Alaska and the
Aleutians ?

(2) appropriate discharge response times?

(3) requirements for personnel and equipment that

should be imposed on [vessel] contingency plan holders;
and

(4) appropriate roles for industry and state and local
governments in the purchase, ownership, and positioning
of discharge response efforts."

The mandated report 1is due July 1, 1991. 1Its affect on the
proposed C-plan regulations 1is unknown. I project that if
the proposed regulations are adopted there will be little
uniformity in ADEC"s interpretation, application and
enforcement of the statutes. Operators who attempt to
comply will bear the time and expense of being party to an
inter-agency educational process. Further, due to confusion

regarding implementation and content of the regulations, it
is likely there will be numerous changes to the program, as
well as possible statutory revisions.

I encourage you to discuss the matter with other rural
operators and become involved in the review process.
Hopefully, the regulations can be amended or modified 1in a
timely manner. If not, a temporary exemption for rural
operators may be appropriate. Effective February 1, 1992,
operators who are not 1in compliance will be subject to a
$5,000 per day fine.

enclosure
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This a latter In support of SB 263.

Kodiak Oil Sale* Inc. is a fuel distributor serving the Kodiak

Area. Me are a faaily owned business and have operated as a

family business since 1930.

I would like to encourage the passage of SB 263

The proposed regulations that cae® out of HB 367 have created

many

Thore

problems for fuel distributors like wus.

are so many unknown factors and unanswered questions.

Trying to comply with regulation* that don’t actually exist is

very

confusing for both the State DEC and Industry.

Applying the saae standard* to Alyeska, Exon USA and Kodiak Oi

Sales
sense

Inc. (or electric utilities in*Western Alaska) doesn’t make
to ae. What does sake sense is separating the Issues of

Crude and Noncrude, then designing regulations that fit the very
mfiCM i Industries involved and the very different risks to the

environment.

The passage of SB 263 will allow for a more orderly process, one

that

makes sense both to government and industry. A aore orderly

process makes for better Laws and better Regulations, regulations

that

are much better for both government and industry.

Jim Raeaglia

bice

Pres

Kodiak Oil Sales Inc
<>86-3245

Signed:

Testifier N -p.

Representing (Optional)
B OX/yg7 1< fo

Address
HSC- 5-248~-

Phone No.



P.O. BOX 1487
KODIAK, ALASKA 99615

Attnx Bab Hmrron

Senator Lyman Hoffman
Fax 463-4523 April 25, 1991

Dear Senator Hoffmans
This ima letter in support of SB 263.

I»k a fuel distributor in Kodiak, and own a NON CRUDE oil

terminal. | believe ay views are shared by most other "fuel
distributors” and "electric utilities™ in the State.
House Bill 567 and tho regulations that resulted from thee have

V-V caused <companies like aino a lot of heartburn. HB 567 and the
, -"regulations that have resulted were written with "tunnel vision"

or.

looking primarily to regulate the Alyeska Terminal and its tanker

opurenons, is line trying to put a square peg into a round hole,
Refined fuel distributors and the Dbarges that service them are
auch different than Alyeska and the Exxon dalde?.

I have felt throughout the process that a solution would be to
separate tho issue of <crude oil and non crude oil, for both
terminals and vessel traffic. Then formulate the laws and
regulations around the potential risks that each present. For
exaaple a few thousand gallons of diesel fuel or gasoline is a
much different threat to the environment than a similar amount of
crude oil.

Senate Bill 263 appears to do separate the issues, but | would
like to suggest one change.

Section 1. <b> remove the wording " with storage capacity of less
than 10,000 barrels™

Many non crude terainals in the State are greater than 10,000
barrels. The <costs that larger facilities are having to
undertake should also be considered when looking at the impact of
regulations.
Yours truly>*

Jim Raaaglia
dice pres
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