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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number J
2003 LEGISLATIVE SESSION Bill Version: SB 74
(S) Publish Date: 2/19/03
Revision Date/Time (Note if correction): Dept. Affected: Environmental Conservation
Title Cplan Renewal BRU Spill Prevention and Response
Component Industry Preparedness &
Sponsor Governor Murkowski Pipeline Operations
Requester Resources Component No. 1922
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel 0.0 0.0 0.0 0.0 0.0 0.0
Contractual 0.G 0.0 0.0 0.0 0.0 0.0
Supplies 0.0 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0

Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

ICHANGE IN REVENUES ( ) |

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0

1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0

1004 GF 0.0 0.0 0.0 0.0 0.0 0.0

1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0

1037 GF/Mental Health 0.0 0.0 0.0 0.0 0.0 0.0

Other (Specify Type-Do not abbreviate) 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: 0.0

Chi ck this box (X) If funding for this bill Is included in the Governor's FY 2004 budget proposal: [

POSITIONS

Full-time 0 0 0 0 0 0

Part-time 0 0 0 0 0 0

Temporary 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)

This bill changes the time between oil spill contingency plan approvals from the current three years to five
years. Plans are required of operators of oil terminals, pipelines, exploration and production facilities, oil
tank vessels, nontank vessels, oil barges, and railroad tank cars.

This bill furthers the goal of permit streamlining and complements initiatives currently being undertaken by
DEC to shift emphasis away fiurn the administrative review and approval process, which can often
become bogged down in legal and adjudicatory challenges from third parties, to actual inspection and
verification of response capability, which falls under the purview of DEC's enforcement authority.

Continued on Page 2

Prepared by:  Larry Dietrick. Director Phone 465-5250

Division Spill Prevention and Response Date/Time 2/11/03 4:49 PM
Approved by:  Kurt Fredriksson Date 2/11/2003

Agency Department of Environmental Conservation
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FISCAL NOTE

STATE OF ALASKA BILLNO. SB74 #1
2003 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

Continuation from Page 1

The application, review and approval process for oil spill prevention and contingency plans has become
unnecessarily burdensome to applicants and DEC, The ability to prevent and respond to spills will be
improved by increasing the capacity to conduct on-site regulated facility and vessel inspections, spill drills
and exercises, technical assistance, and interaction with regulaied operators to enhance response

preparedness.

The bill supports the Governor’s goal of fostering clarity ano ce dainty through clear and consistently
applied industry requirements and providing a stable and predictable permitting process.

(Revised 9/2002 OMB) Page 2 of 2
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FRANK H. MURKOWSKI, GOVERNOR

410 Willoughby Ave., Ste 303
Juneau, AK 09801-1795

DEPT. OF ENVIRONMENTAL CONSERVATION PHONE: (907) 465-5085

OFFICE OF THE COMMISSIONER vy ot vsigec

March 13, 2003

The Honorable Bill Williams
Alaska House of Representatives
State Capitol, Room 515
Juneau, AK 998

Dear Representative Williams:

The'Department of Environmental Conservation requests a hearing on SB 74 “An Act extending
the renewal period for oil discharge prevention and contingency plans.” Operators of oil
terminals, pipelines, exploration or production facilities, tank vessels, non tank vessels and oil
transporting railroad cars are required to have an approved oil discharge prevention and
contingency plan. Current law requires that these plans be renewed every three years. This
legislation increases the renewal period to five years.

This bill streamlines the permitting process with no loss of environmental protection. 1have
testified in your committee concerning my commitment lo setting clear understandable standards
and ensuring compliance through monitoring. This bill will allow industry and the department to
focus our limited resources on the actual testing of oil spill prevention and response readiness
through in-the-field inspections and drills. Exercises are the most effective means of ensuring
spill readiness.

A five-year renewal cycle also provides consistency with the approval cycle for federal and West
Coast states’ response plans. Plans for multiple jurisdictions can now be on the same cycle.

Larry Diclrick, Director of the Division of Spill Prevention and Response will represent the
department on this bill. For additional information, please contact Mr. Dietrick at 465-5255 or
Mary Siroky, the department’s legislative liaison at 465-5355. Thank you for jour

consideration.

Sincerely,

Erncsta Ballard
Commissioner

cc: Mike Tibbies, Legislative Director, Office of the Governor

Cj printod on rocyclcd pnpoi



TESTIMONY OF
MARILYN CROCKETT
ALASKA OIL AND GAS ASSOCIATION
BEFORE
HOUSE FINANCE COMMITTEE
RE: CSSB74(Res)am
March 25, 2003

My name is tarilyn Crockett and | am Deputy Director of the Alaska Oil
and Gas Association. AOGA is a trade association whose 17 member
companies account for the majority of oil and gas exploration, development,
production, transportation, refining and marketing activities in Alaska.

Every AOGA member conducting activities in Alaska is required to have an
Oil Spill Prevention and Contingency Plan (or C-Plan) approved and in
place. Therefore, AOGA has asignificant interest in SB74, and we
encourage the Committee to pass it.

AOGA spent a considerable amount of time over the past 12 months
identifying permitting programs that were in need of updating and
streamlining. Early on we adopted a guiding principle to guide us through
this process. That principle reads: “accomplish updates and streamlining
without compromising environmental protection or safety standards”. SB74
fits perfectly within this principle.

The bill would extend the renewal cycle for C Plans from the current period
of three years to five years—the cycle required by the federal government,
west coast states, and other oil producing states we’ve studied.

Preparation and processing of a renewal application is expensive endeavor.
Renewal costs can average between $60,000 and $100,000 for the renewal
alone (legal challenges can increase these numbers by an additional
$200,000 to $500,000).

The renewal process also is very time-intensive. Experience has shown that
for some plans, even with submittals 180 days in advance of the expiration
date, approvals still can average 360 days, essentially meaning that once a
renewal is complete, work must begin on the next renewal.



It's important to recoqmze what purpose the C Plan serves. It s the
“blueprint”, it-you will, descrlbm%]how an operator will respond to an event.
The proof of the effectiveness of the plan is not how often it is renewed: it's
whether the response identified in the Plan can be delivered as promised..
Demonstration of this effectiveness is accomplished through drills. 1t is in
this area that we will see the biggest benefit of an extended renewal cycle by
shifting the focus away from administrative processing to field performance.

It's also important to recognlze that these Plans are evergreen documents.
They are not simply placed on a shelf after approval to collect dust until the
next renewal period. They are continually reviewed to ensure information is
kept up-to-date and to ensure the Plan continues to reflect the current
operation and state of readiness. ADEC regulations require that updates and
amendments be submitted to the Department.

Thank you for allowing me to testify.



House Finance
Senate Bill 74

"An Act extending the renewal period for oil discharge prevention and contingency plans

Testimony of Larry Dietrick

Alaska Department of Environmental Conservation
Division of Spill Prevention and Response

March 25, 2003

Senate Bill 74 will streamline the states permitting process by lengthening the
time for renewal of Oil Discharge Prevention and Contingency Plans from the

current three years to five years.

A five year-year renewal period will streamline the contingency review process
for industry while maintaining Alaska’s strong spill prevention and response
standards.

Oil Discharge Prevention and Contingency Plans are public noticed, reviewed
and approved by the Department of Environmental Conservation.

Oil Discharge Prevention and Contingency Plans are required for operators of oll
terminals, refineries, crude oil transmission pipelines, oil

exploration and production facilities, oil tank vessels, oil barges, nontank vessels
of over 400 gross tons, and railroad tank cars.

There are multiple benefits from the change proposed by the bill.

The bill furthers the goal of permit streamlining with no loss of environmental
protection, and complements initiatives cur ently being undertaken by the
Department to shift the emphasis away from the administrative review and
approval process to field verification of response capability.

The bill will significantly reduce the administrative burden on the regulated
community and will shift the emphasis from paperwork to performance.

The reduction in paperwork will increase the ability of operators and the
Department to focus on spill prevention and facility operation.

The change will allow operators more time to make practical enhancements to
their spill prevention and response capabilities.



The change will improve environmental protection and preparedness through
increased field presence and the ability to work directly with operators to ensure

response readiness through on-site facility and vessel inspections, spill drills and
exercises.

The change will make the state renewal cycle consistent with the five year
renewal cycle for federal oil spill contingency plans required under the Oil
Pollution Act of 1990, as well as those of other West Coast states.



ResourceD evelopment Council

pr--' Growing Alaska Through Responsible Resource Development
-W

Tadd Owens, Executive Director
Resource Development Council
HB113 Testimony

House Oil & Gas Committee
February 27, 2003

Thank you, Mr. Chairman. For the record my name is Tadd Owens, executive
director of the Resource Development Council. RDC is a private, non-profit,
business association representing individuals and companies from Alaska’s oil and
gas, mining, timber, tourism and fisheries industries. Our mission is to help grow

Alaska’s economy through the responsible development of our state’s natural

resources.

RDC supports House Bill 113 and we encourage the Oil & Gas Committee to pass
the legislation. HB113 makes a simple change to the renewal period for ADEC-
required discharge and contingency plans, commonly referred to as C-Plans, from
three to five years. C-plans are essential to spill response preparedness, however,
the effort associated with the plan renewals is significant for both industry and the
state. Based on our members’ experiences, a three-year renewal cycle often does
not result in meaningfiil improvements in environmental protection or regulatory
compliance. Increasing the time between renewals from three to five years will

bring the program’s benefits in line with its costs.
A five-year renewal cycle will allow the state to focus its resources on site

inspections rather than the office work associated with plan reviews. Currently,

ADEC is responsible for more than 125 C-Plans in Alaska. Allowing agency staff

Resource Devel. Coun. Comments



RDC Testimony — HB 113 page 2

additional time in the field will provide them with a more thorough understanding

of industry operations.

A five-year renewal period will give agency staff a better opportunity to determine
the effectiveness of existing plans and to observe plan implementation prior to any
incident. By utilizing this information and experience, subsequent plan renewals

will have better oversight, incorporate more high-value improvements, and be less

vulnerable to legal challenges.

Meanwhile industry will be able to shift its resources away from the largely
administrative exercise of three-year renewals to additional prevention-specific
activities. Improved networking and communication between industry and ADEC
will further enhance the quality of plan renewals. Also, a five-year renewal cycle

would miiTor the federal requirement, allowing industry to consolidate its review

process.

RDC’s members believe that increasing the C-Plan renewal cycle from three to
five years will result in a more thorough public process, the creation of more
realistic and sophisticated plans, and establish a more efficient and predictable

regulatory regime. HB113 deserves the committee’s support.

Thank you, Mr. Chairman for the opportunity to testify this afternoon.



Frank H. Murkowski P.0. BOX |

Juneau, Alask (8)1|-000i
Governor (907).465-3500

governor9gov.state.ak.us WFVI\;“\}(\I é%VQ'l{lAPE-%?(S&S

State of Alaska RAR R

OFFICE OF THE GOVERNOR
JUNEAU

February 18, 2003
The Honorable Gene Therriault
President of the Senate
Alaska State Legislature
State Capitol, Room 107
Juneau, AK 99801-1182
Dear President Therriault:
Under the authority of art. 111, sec. 18, of the Alaska Constitution, I am

transmitting a bill extending the renewal period for oil discharge prevention and
contingency plans under AS 46.04.030 and 46.04.055 from three years to five
years.

AS 46.04.030 requires that all operators of oil terminals, pipelines, exploration or
production facilities, tank vessels, and oil barges have an approved oil discharge
prevention and contingency plan in order to operate. AS 46.04.055 requires that
operators of nontank vessels over 400 gross tons and railroad tank cars
transporting oil also have an approved oil discharge prevention and contingency
plan. Current law requires that these contingency plans be renewed every three

years.

In contrast, federal oil spill response plans are reviewed and renewed every five
years. However, there is no requirement that state contingency plans match the
federal renewal cycle.

A five-year renewal period will streamline the review for both the state and
industry, while maintaining Alaska’s strong oil spill prevention and response
standards. Focusing on the actual testing of oil spill prevention and response


http://WWW.GOV.STATE.AK.US

readiness through in-the-field inspections, drills, and exercises is our most
effective means of ensuring spill prevention and response readiness.

I urge your prompt and favorable action on this measure.



Senate Resources
Senate Bill 74

“An Act extending the renewal period for oil discharge prevention and contingency plans”

Testimony of Larry Dietrick

Alaska Department of Environmental Conservation
Division of Spill Prevention and Response

February 24, 2003

This bill supports the Governor’s goal of improving regulatory efficiency by
reducing the administrative burden while improving spill prevention,

preparedness and protection of the environment.

Senate Bill 74 will streamline the states permitting process by lengthening the
time for renewal of Oil Discharge Prevention and Contingency Plans from the

current three years to five years.

A five year-year renewal period will streamline the contingency review process

for industry while maintaining Alaska’s strong spill prevention and response

standards.

Focusing on the actual testing of oil spill prevention and response preparedness
through in-the-field inspections, drills, and exercises is our most effective means

of ensuring spill prevention and response readiness and protection of the

environment.



Oil Discharge Prevention and Contingency Plans are public noticed, reviewed

and approved by the Department of Environmental Conservation.

Oil Discharge Prevention and Contingency Plans are required for operators of oll
terminals, refineries, crude oil transmission pipelines, oil
exploration and production facilities, oil tank vessels, oil barges, nontank vessels

of over 400 gross tons, and railroad tank cars.
There are multiple benefits from the change proposed by the bill.

The bill furthers the goal of permit streamlining with no loss of environmental
protection, and complements initiatives currently being undertaken by the
Department to shift the emphasis away from the administrative review and

approval process to field verification of response capability.

The bill will significantly reduce the administrative burden on the regulated

community and will shift the emphasis from paperwork to performance.

The reduction in paperwork will increase the ability of operators and the

Department to focus on spill prevention and facility operation.

The change will allow operators more time to make practical enhancements to

their spill prevention and response capabilities.

The change will improve environmental protection and preparedness through
increased field presence and the ability to work directly with operators to ensure

response readiness through on-site facility and vessel inspections, spill drills and

exercises.



The change will make the state renewal cycle consistent with the five year
renewal cycle for federal oil spill contingency plans required under the Oil

Pollution Act of 1990, as well as those of other West Coast states.



TESTIMONY OF
MARILYN CROCKETT
ALASKA OIL AND GAS ASSOCIATION
BEFORE
HOUSE SPECIAL COMMITTEE ON OIL AND GAS
RE: HB113
February 27, 2003

My name is Marilyn Crockett and | am Deputy Director of the Alaska Oil and Gas
Association. AOGA is a trade association whose 17 member companies account for the

majority of oil and gas exploration, development, production, transportation, refining and
marketing activities in Alaska.

Every AOGA member conducting activities in Alaska is required to have an Oil Spill
Prevention and Contingency Plan (or C-Plan) approved and in place. Therefore, AOGA
has a significant interest in HB113, and we encourage the Committee to pass it.

AOGA spent a considerable amount of time over the past 12 months identifying
permitting programs that were in need of updating and streamlining. Early on we
adopted a guiding principle to guide us through this process. That principle reads:
*“accomplish updates and streamlining without compromising environmental protection or
safety standards”. HB113 fits perfectly within this principle.

The bill would extend the renewal cycle for C Plans from the current period of three

years to five years—the cycle required by the federal government, west coast states, and
other oil producing states we’ve studied.

Preparation and processing of a renewal application is expensive endeavor. Renewal
costs can average between $60,000 and $100,000 for the renewal alone (legal challenges
can increase these numbers by an additional $200,000 to $500,000).

The renewal process also is very time-intensive. Experience has shown that for some
plans, even with submittals 180 days in advance of the expiration date, approvals still can

average 360 days, essentially meaning that once a renewal is complete, work must begin
on the next renewal.

It’s important to recognize what puipose the C Plan serves. Itis the “blueprint”, if you
will, describing how an operator will respond to an event. The proofofthe effectiveness
of the plan is not how often it is renewed; it’s whether the response identified in the Plan
can be delivered as promised. Demonstration of this effectiveness is accomplished
through drills. 1t is in this area that we will see the biggest benefit of an extended

renewal cycle by shifting the focus away from administrative processing to field
performance.

AOGA Comments



It’s also important to recognize that these Plans are evergreen documents. They are not
simply placed on a shelf after approval to collect dust until the next renewal period. They
are continually reviewed to ensure infonnation is kept up-to-date and to ensure the Plan
continues to reflect the current operation and state ofreadiness. ADEC regulations
require that updates and amendments be submitted to the Department.

Finally, we understand the Administration will be proposing an amendment to HB113
providing a Transitional provision extending existing approved plans for two years or for

a shorter period oftime if requested by the plan holder. AOGA supports this amendment.

Thank you for allowing me to testify.





