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ty of Some Alaska Rural Electric Utilities

Gallons Barrels
| |

30,000 714
20,000 476
35,000 833
18,000 429
28,000 667
17,000 405
30,000 714
40,000 952

8,000 190
20,000 476
10,000 238
10,000 238
20,000 476
15,000 357

2,500 60
35,018 834
10,000 238
25,000 595
20,000 476
20,500 488

1,140 27
20,000 476
25,000 595
30,000 714
30,000 714
20,000 476
40,000 952

1,950 46
40,000 952
10,000 238
20,000 476
40,000 952
2.0,000 476

7,000 167
30,000 714
20,000 476
20,000 476
30,000 714
12,000 286
15,000 357
45,200 1,076
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gutk Fuel Agtorage Capacity of Some Alaska Rural Electric Utilities
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Gallons

124,534
101,546
45,200
51,903
45,000
65,000
137,530
55,000
67,253
67,899
129,617
107,521
64,057
66,255
77,439
158,642
66,255
46,000
87,103
113,393
94,743
60,000
69,110
81,184
76,324
80,172
42,000
176,055
80,508
47,000
55,360
80,508
144,901
113,400
152,197
94,633
62,000
100,247
55,581
75,304
133,623
80,957
130,527

Barrels

2,965
2,418
1,076
1,236
1,071
1,548
3,275
1,310
1,601
1,617
3,086
2,560
1,525
1,578
1,844
3,777
1,578
1,095
2,074
2,700
2,256
1,429
1,645
1,933
1,817
1,909
1,000
4,192
1,917
1,119
1,318
1,917
3,450
2,700
3,624
2,253
1,476
2,387
1,323
1,793
3,182
1,928
3,108
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Alaska Rural Electric Utilities

[ i =
Gallons Barrels
1.000 - 5.QQQ Barrels /cont'dl
44 Shageluk 53,032 1,263
45 Shaktoolik 59,807 1,424
46 Shishmaref 114,743 2,732
47 Shungnak 113,655 2,706
45 Stebbins 79,941 1,903
49 Togiak 130,226 3,101
55Tooksook Bay 98,931 2,356
51 Tuntutuiiak 60,000 1,429
52 Tununak 73,271 1,745
52 Wales 51,590 1,228
109,492
5.000-10.000 Barrels
1 lliamna 315.000 7,500
2 Saint Mary's 215,751 5,137
5 Unalakleet 360.000 8,571
21,208
>1P,QQQ Barrels
1 Kotzebue 2,150,000 51,190
2 Naknek 1,660,000 39,524
5 Nome 3,400,000 80,952
4 Nushagak 1,064,481 25,345
5 Wainwright 552,000 13,143
210,154
TOTALS 100 Utilities surveyed 15,2)7,2.17 ]52,077

Total gallons Total Barrels

152.072 3B21

Average gallons Average Barrels

Page 3 Alaska Energy Authority 3/23/90
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To:

From: Rep.- Menqrd, Co—chair_Ho se Resources
ep. Davidsor, Qoiphair {ouse hesoufces

Attached is the Governor®"s new proposal regarding financial
responsibility requirements i1In HB 567. The financial

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

Both HB 565 and HB 567 are being
Resources Committee. Tonight we
and comments on both bills as we continue our efforts to craft
legislation that meets the needs of Alaskans and minimize
costs for small utilities and fuel distributers.

modified by the House
welcome additional assistance



Exemptions

Cleanup Credit

Financial Responsibility

Contingency Plans

EXISTING LAW

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

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

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

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

Spills of less than 18,000
gallons are not subject to

penalties under AS 46.03.758.

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

SEE ATTACHED CHART

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

ADMINISTRATION
PROPOSAL 3/15/90

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

$8/gallon for sensitive or
confined saltwater areas;

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

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

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

Allows the court to deduct
the amount of oil removed
from the environment within
the first 36 hours of a
discharge onto surface water
or land when calculating
penalties.

Does not allow any credit for
subsurface spills.

SEE ATTACHED CHART

Not required for facilities with
less than 10,000 barrels
storage capacity. The
department would be given
the authority to survey,
inspect, and Inventory
facilities with a storage
capacity between 5,000 and
10,000 barrels. The
department will report back
to the legislature within a
year with recommendations
to address oil spill prevention
and response for facilities
under 10,000 barrels.



| » | v - )|
\b -
TYPE OF CURRENT FINANCIAL SB 504 PROPOSED 3/15
FACILITY RESPONSIBILITY REQUIREMENTS HB 56/ REVISION
[ ] ofd e ¢ \e . Y Y ! .

Crudo Oil Terminals

>10,000 bbl. $1 million up lo S50 million ©St0/bbl. capacity $50 million $50 million
9-10,000 bbl. None $50 million $50 million

Non-Crude Terminals 10 to 20,000 bbl. » $5 million

>10,000 bbl. SI million up to $50 million ©St0/bb|. capacity $50 million > 20,000 bbl. « $10 million
S to 10,000 bbl. None $1 million None

Offshore exploration and
production facilities $39 million $50 million $50 million

\

Crude OH Tank Vessels and
Barges TAPS = $14 million, Non-TAPS = $20 million. $500 million $500 million
TAPS covered tor an 'additional $66 million per vessel.

Non-Crude
Oil Tank Vessels and
Bargea Tank Vessels « $20 million, Barges m$1 million $20 million <5,000 bbl * None
5.000 lo 10.000 bbl.* $5 million
10000 lo 50.000 bbl.* SI million
50.000 o 100.000 bbl. * SIO0 million
100.000 « bbl - J?0 million
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Note: the following nofes ere notI léase(li ana comprefiensite reviowof vesselb ant Tacilities; rather, thoy ait examples of Howthe proposod revisions might effect some operators

V... P, mom " e m" - | . ., ®
Currently there ar6 6 Tanker Vessels chartered by Petro-Diamcnd and Petro-Marlne that are under 50,000 bbl. capacity and are required to have $20 million coverage. Under
proposed revisions of 3/15 their Financial Responsibility requirement would drop to $t million.

!c:rom Irrft?lrrnatiorgI provided In contingency plans, all of Yulana Barge Lines barges are under 10,000 bbl., therefore their Financial Responsibility requirement would be cut In half
0 $500 thousand.

\Y/
Crowley has 10 barges listod at over 100,000 bbl., but they are covered by surety bond and not a regular Insurance policy.

United Marino Tug and Barge, Inc. has at least 2 barges over 50,000 bbl., so their coverage would increase from $1 million to $10 million.



DEPARTMENT 07 ENVIRONMENTAL CONSERVATION

BARGE NAME:

B&R 5
" 80-1
» 80-2
» 80-3
120-1
120-2
548
160-1
160-4
BC 151
BC 152
BC 154
210
211
212
213
218
251
255
312-3
ARCTIC CHALLENGER
PAC 570
CORDOVA
NIKISKI
KETCHIKAN
PALMER
KODIAK
JUNEAU
101
102
450-2
450-3
450-4
450-6
450-7
450-8
450-9
450-11
250-10
UT-10

FOSS 255

Sargaa in Alaska trada

L4

CROWLEY MARITIME CORPORATION

OFFICIAL #:

284930
261941
271650
271651
622202
627820
502911
517535
525550
507673
507674
508468
524569
524570
524571
524572
524577
518644
520633
292360
574046
503135
522842
517734
525660
516339
229125
524833
513536
528789
570955
571894
573167
531167
633295
631688
636557
647827

FOSS MARITIME

525880

»

grt:

247
109
121
121
3i<n,
318
320
530
569
629
629
629
1256
1256
1256
1256
1256
2637
2971
3157
4717
5057
5051
5051
5051
5051
5051
5145
5498
7970
8123
5123
8123
8987
8987
8123
8134
892B

2637

CAPACITY

4019 BBL
1667
1904
1904
4128
4128
5300
9402
8608
10000
10000
10000
6010
6010
6010
6010
6010
33800
49508
6905
51000
57878
6370
6370
6370
36568
10562
6370
103968
154608
136882
148242
149726
148502
148238
148238
148238
148502

39114
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FOSS 256 521
FOSS 248-PI 621 33354
FORS udipk9 = 35000
FOSS TONGASS 515337 11394
SEA *76°¢ 519398 830 12654
TESORO ENERGIZER 646688 4757 75510
PHOENIX 121 651632 3218 48000
HANALEA 1840 27315

YUTAHA DAROD LINED, INC.

0.B. 2 650872 207 3291
0.B. 3 009449 473 7150
0.B. 4 002718 473 7150
0.B, 5 295687 495 7600
0.B. 6 532598 485 7600
0.B, STEWART 008755 265 2000
FRANK TURNER #1 273812 105 1274
POLARIS #6 175265 62 714
RIVERWAYS #7 274076 129 1476
RIVERWAYS #8 293716 319 4376
RIVERWAYS #9 287766 319 4394
RIVERWAYS #10 176106 = 454 7123
RIVERWAYS #11 271235 353 5000
SERVICES, INC.
ZPC 401 1739 30000
KVICHAK TRADER 2227 39000
TUG AND BARGE, INC.
MLC 281 590980
MLC 282 596502
MLC 283 639882
MLC 330 645770
MLC 331 646673
MLC 332 648909
MLC 333 653764
MLC 340-1 657024 5214 74100
MLC 344 647179 5214 74100

ALASKA MARINE CHARTERS, 11&.

INVESTIGATOR 638965 1730 16031
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mTESTIMONY BEFORE THE HOUSE RESOURCE COMMITTEE

MARCH 30, 1990

THANK YOU FOR THE OPPORTUNITY TO TESTIFY IN SUPPORT OF THE
COMMITTEE SUBSTITUTE FOR HB 567. MY NAME 1S ANN ROTHE, I'M AM
REPRESENTING THE REGIONAL CITIZEN'S ADVISORY COMMITTEE FOR PRINCE
WILLIAM SOUND WE GO BY THE ACRONYM "RCAC", THE RCAC IS COMPRIZED
OF 15 MEMBERS REPRESENTING THE COMMUNITIES OF PRINCE WILLIAM SOUND,
THE KENAI PENINSULA, AND KODIAK ISLAND, AS WELL AS FISHING,

CONSERVATION, AQUACULTURE, AND NATIVE GROUPS.

THE RCAC HAS SPENT MANY HOURS DISCUSSION AND DEBATING THE BEST FORM
AND PROCESS FOR STATE INVOLVEMENT IN THE SETTING OF STANDARDS AND
REGULATIONS FOR OIL SPILL PREVENTION AND RESPONSE PLANS. WE ARE
FIRMLY COMMITTED TO THE IDEA OF WORKING WITH INDUSTRY, STATE AND
FEDERAL AGENCIES, AND THE LEGISLATURE TO PRODUCE THE SAFEST SYSTEMS

FOR ENVIRQNMENPALLY SOUND USE OF ALAKSA'S RESOURCES.

SINCE OUR BEGINNING IN JUNE WE HAVE DEVOTED OVER 5,000 HOURS TO
DEAL WITH ORGANIZATION, ACQUAINTING OURSELVES WITH ALYESKA'S
ORGANIZATION, AND REVIEWING THEIR PROPOSED CONTINGENCY PLAN. YOU

HAVE SHOULD HAVE BEFORE YOU THE OVERVIEW OF OUR COMMENTS TO



SPARED
tm

AND ALYESKA

ACCOMPLISH ARE CONTAINED IN THAT OVERVIEW

WE WOULD LIKE TO COMMENT ON THE FOLLOWING ITEMS SPECIFIC TO HB567:
PREVENTION ALL CONTINGENCY PLANS SHOULD [INCLUDE A PREVENTION
SECTION WHICH WILL DETAIL -WHAT STEPS A COMPANY IS TAKING TO
ACTIVELY PREVENT A SPILL. CHANGE THE LANGUAGE TO REQUIRE A
PREVENTION SECTION. ANOTHER PREVENTATIVE MEASURE WE WOULD SUGGEST
IS THAT EACH PLAN SHOULD BE REVIEW BY A CITIZENS COMMITTEE LIKE

OURS. AFTER ALL IT IS THE CITIZENS OF THE REGION WHICH HAVE THE

MOST AT STAKE IF THE PLAN FAILS.

PREPARATION MUCH HAS BEEN MAKE BY THE OIL INDUSTRY OF

SECTION 4 (4)- THEY CLAIM THAT THE LANGUAGE IS A PERFORMANCE
STANDARD AND THAT THEY CAN NOT BE EXPECTED TO GUARANTEE A GIVEN
LEVEL OF PERFORMANCE. WE FEEL THAT THIS SECTION IS A PREPARATION
STANDARD AND THAT THIS SECTION REQUIRES THE INDUSTRY TO BE PREPARED
TO CONTAIN AND REMOVE THE MAXIMUM LIKELY SPILL. WE UNDERSTAND THAT
A COMPANY CAN NOT GUARANTEE A PERFORMANCE; BUT UNLESS THEY HAVE
MADE THE PROPER PREPARATIONS, HAVE A ADEQUATE AMOUNT OF EQUIPMENT
CLOSE AT HAND, AND HAVE TRAINED AND DRILLED TO RESPOND TO THE
MAXIMUM LIKELY SPILL THEN WE CAN KNOW THAT THE RESPONSE TO AN

ACTUAL SPILL WILL NOT BE ADEQUATE. PREPARATION STANDARDS MUST BE

SET BY LAW.



IDEQUATBLY RESPONDING,TO>
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:SUFFICIENT ORGANIZATION

\IN AND [OVEM wARGE PERCENTAGE OF

WE ADVO "E THE FOLLOWING READINESS STANDARDS BECOME A

PORTION OF ALL CONTINGENCY PLANS:

. 1) REQUIRE DEMONSTRATED PREPARATION FOR A RESPONSETHAT.EQTS
INITIAL RESPONSE CONTAINMENT CREWS AND EQUIPMENT AT THE
/%i;E.OF ANY SPILL WiTHIN {Wd HOURSJM

2) REQUIRE DEMONSTRATED PREPARATION FOR A RESPONSE THAT WILL
CONTAIN AND REMOVE A MAJORITY OF A MAXIMUM SPILL WITHIN
72 HOURS.

3) REQUIRE THAT THE PLAN BE COMPLETE AND INCLUDE THE ENTIRE
RESPONSE CYCLE AND COVERS THE ENTIRE GEOGRAPHIC SCOPE
APPROPRIATE TO THE SITUATION.

THANK YOU FOR THIS OPPORTUNITY FOR INPUT, I WOULD BE HAPPY TO

ANSWER QUESTIONS.



REVIEW AND COMMENTS
ON
ALYESKA PIPELINE SERVICE COMPANY
PRINCE WILLIAM SOUND
TANKER SPILL PREVENTION AND RESPONSE PLAN

BY
THE REGIONAL CITIZENS ADVISORY COMMITTEE

MARCH 24, 1990

The "ALYESKA PIPELINE SERVICE COMPANY PRINCE WILLIAM SOUND TANKER
SPILL PREVENTION AND RESPONSE PLAN", published January 30, 1990,
will be referred to hereinafter as the Plan. The comments contained
in this document relate only to the main body of the plan. A review
of the appendices and resource documents will be submitted under

separate cover.

The Regional citizens Advisory Committee (RCAC) 1is a non-profit
corporation of 15 members. The members represent the communities
of Prince William Sound, the Kenai Peninsula and Kodiak Island area
as well as fishing, aquaculture, environmental and native groups
of the region (membership Ilist attached). No member of the
committee represents Alyeska or the owner companies. This Committee
represents various communities, governing bodies and both statewide
and national organizations. The comments made by RCAC 1in this
document are made on behalf of the Committee as a whole and not as
a specific statement of the individual organizations represented.
Lack of comment on sections of the Plan by this Committee should
nnt be viewed as an acceptance of those sections by each
represented community, governing body or organization.

The tragedy of the EXXON VALDEZ has made us aware of the risks of
oil transportation across our sounds and along our coasts. We, the
citizens of the region, have the most at stake if this Plan fails.
Therefoie we have the most cause for vigilance in the process that
protect; our communities, Tfishing grounds, subsistence use area,
air, water and playgrounds. We are committed to working with the
oil industry, the state and federal agencies and the legislative
bodies to make the transportation of oil through Prince William
Sound the safest and most environmentally sound system of its kind
in the world. The members of the RCAC feel strongly that the
citizens of the region directly impacted by the EXXON VALDEZ must
have a role 1in the prevention of, planning for and response to
future oil spills and other environmental 1impacts from the oil

industry.

Since the RCAC was formed in June 1989 we have devoted over 5,000
volunteer hours to deal with organization, acquainting ourselves
with Alyeska®s operations and reviewing its Plan. 1t became very



apparent to us 1is that the task of preventing and responding to
tanker oil spills must be a team effort which required active
cooperation of and participation by Alyeska, the owner companies,
the shippers, the marine pilots, the United States Coast Guard
(USCG), the Alaska Department of Environmental Conservation (ADEC),
legislators and the citizens of the region, among others. To this
end our comments are not directed exclusively to Alyeska, but also
to the team that must work towards prevention and response.

This review begins with some general comments and an overview of
issues about which the RCAC feels strongly and progresses into a
section-by-section review of the Plan. We hope Alyeska and the
regulatory agencies will find our review useful. The Committee is
dedicated to being a continuing part of development and
implementation of this Plan.

OVERVIEW

The final report of the Alaska Oil Spill Commission on The Wreck
of the Exxon Valdez has the following to say about contingency
plans:

"A contingency plan bridges i1dea and action to be taken in the
event of an oil spill. As will become apparent, a plan exists
on paper that can be evaluated intellectually. Personnel and
equipment to implement it are real and can be examined and
evaluated together only through spill drills or with actual
spills. Then 1is when the bridge between 1idea and action 1is
supposed to be <crossed. Both preparation and execution
contribute to the result.”

In order to cross the bridge from idea to action successfully,
Alyeska and the rest of the team must prepare for and practice
responding to spills. This must be a process which is removed from
corporate concerns over profits and future liabilities for oil
spills. A contingency plan should represent the best efforts of oil
spill prevention and response experts to plan for spills.

The RCAC would like to compliment Alyeska for adopting the Incident
Command System (ICS) for management of future oil spills. We feel
that, if the ICS system 1is properly implemented, it will provide
the best chance for a integrated response to oil spills. The RCAC
also acknowledges Alyeskals use of Escort Response Vessels and
Tugs, These vessels provide a good measure of prevention and the
most immediate response possible. Alyeska®"s initial response system
may very well be the best in the world.

Alyeska has assembled some of the world"s leading experts in oil
spill prevention and response to draft their Plan and implement it.
The RCAC acknowledges these experts and respects their opinions on
these technical subjects. However, it is apparent this Plan has
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been treated as a legal document, not a technical document; and,
therefore, 1t fails to provide the bridge from the oil spill
experts to the action which 1is required. RCAC recognizes that

Alyeska and its owner companies are currently in litigation for
alleged non-performance relating to the March 24, 1989 oil spill.
It appears certain portions of the Plan are missing because they
may impact current litigation. We believe it is incumbent upon ADEC
and other regulatory agencies to 1insure that all pertinent
information and actions are included. The Committee feels strongly
that oil spill prevention, response and clean-up should remain
paramount to any legal aspects and impacts of the Plan.

When Alyeska first started assembling the Plan, it indicated to
the RCAC that the Plan would cover all aspects of spill response:
from the first drop of oil hitting the water, through the entire
cleanup, to the response to community socio economic impacts, and
environmental mitigation. The Plan has evolved to a three day plan
of initial response, which will then be handed off to the spiller
which may function under an entirely different plan. The Committee
foresees that a vacuum of clean-up responsibility will likely
develop after the initial 72 hours cf response. The RCAC strongly
opposes this evolution. We feel thereshould be only one plan
which will cover all aspects of spill prevention and response. This
one Plan would be followed no matter which member controls the

team.

It is incumbent upon this Committee to point out to the public and
our constituency that this Plan is limited in geographic area and
time, it does not provide a planwhichcovers the gamut of risk
that oil transport puts on theState of Alaska. It is the
recommendation of this Committee that a larger, all encompassing
plan be drafted which includes the areas excluded in this Plan.
The larger Plan should include tanker owner plans, PIRO, and state
and federal agencies. ADEC should be responsible for overseeing
the development of a comprehensive statewide "umbrella plan” into
which the Alyeska Plan should be integrated with other contingency
plans covering areas outside of Prince William Sound and beyond

Alyeska*s 72-hour response.

When Alyeska began to assemble this Plan, it said the areas outside
Prince William Sound that were impacted by the EXXON VALDEZ oil
spill would be covered by the Plan. The Plan as submitted has no
provisions for protective booming or skimming systems outside
Prince William Sound. The Plan does not address any critical
habitat or communication systems outside the Sound. Yet, the Plan
states "there will be few circumstances in which a catastrophic
spill can be substantially contained and removed”. We already know
where a spxIll not contained or removed will go. RCAC feels strongly
that the Plan must address and prepare a response to spills from
within the Sound which migrate out of the Sound. Likewise, we feel
the Plan should cover TAPS trade spills that occur outside Prince
William Sound which may impact any of the coasts of Alaska.



The Committee feels the premise contained in the Plan that "there
will be very few circumstances 1in which a catastrophic spill can
be substantially contained and removed”™ unacceptable, " We believe
Alyeska must adequately prepare for the catastrophic loss of an
entire cargo of the largest tanker calling at the terminal. It is
our intention to provide Alyeska with recommendations for
incremental increases .in response capacity until such a contingency
can be adequately managed. This response capacity must include not
only nameplate containment and skimming capacity, but must include
strategies for effectively utilizing that capacity.

The RCAC believes it is more important; to be able to manage and
deploy 30,000 feet of boom and 10,000 bbl/hr. of skimming capacity
than to own 50,000 feet of boom and 200,000 bbl/hr. of skimming
capacity that is ineffectively utilized.

The RCAC feels the Plan must clearly state that the first response

priority 1is to remove spilled oil from the water. This takes
precedence over removing oil from the beaches or dispersing it with
chemicals. It should also be make clear that economics are not the

criteria by which spill response decisions are made.

PREVENriOW is the most important section of the Plan. Yet many of
the most important preventative measures are outside Alyeska*s
control) or rre not addressed. The RCAC feels crude oil should not
be shipped when there 1is no possibility for mechanical recovery
from the water. The ability to respond to oil spills in various
seasons and conditions of wind, sea state, 1ice and darkness needs
to be evaluated and quantified. Restrictions to shipment of crude
oil need to be implemented based on this data. Other preventative
measures, such as restrictions of vessels with a pollution history,
tanker hull safety, crew standards,, pilotage requirements and
mandatory vessel traffic systems should be addressed.

Finally, we believe Alyeska needs to contract for an independent
Readiness Audit of the Plan to be conducted on a regular basis.
This audit would address equipment, manning, training, drills and
safety, among other things. The Readiness Audit would assess
Alyeska*s implementation of the Plan and the adequacy of the Plan
upon its use.

REVIEW OF THE PLAN

The RCAC feels that this Plan deserves the most complete and
thorough review possible. ADEC should not be rushed into approving
this Plan because of lack of funds or time: adequate funding should
be provided by the legislature. Experts from outside the Department
should be contracted with to review the Plan. We believe the Plan
should be thoroughly review by the Attorney General®s best staff.
Engineers and spill response experts from around the world should
be consulted for their opinions on the Plan.



in addition, the RCAC feels the public review process has been
shortchanged. Meetings were held in communities at a time when few
people had an opportunity to review the Plan upon which they were

being called to comment. Tape recordings were being made of the
meetings, but there were not plans to transcribe the comments and
no one appeared to be taking notes. The Committee 1is concerned

that although many local citizens took the time to make their
comments, those comments cannot be considered by ADEC because of
a lack of a record.

Once the Plan 1is approved, ADEC and the. USCG must be adequately
funded, staffed and directed to monitor implementation and results
of the Plan. Safeguards must be installed to prevent complacency
and cost cutting measures from removing or weakening the Plan.

jSAM WORK

RCAC 1is very concerned about the current relationship between the
parties which must work together to effectively prevent and respond
to oil spills. At present, the members are fragmented and in

adversarial roles. The tanker owners, the marine pilots, the
Coast Guard and the ADEC have to become part of the planning
process. Let us all commit to working together to provide the

best system of protection for the Alaska coastal environment and
communities.
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MEMORANDUM
TO: Chairperson Drue Pearce, Special Committee on Oil & Gas

Committee Members

PROM: Walter B. Parker
Chairman

I appreciate the offer to testify at length on the Governor®s
bills and our recommendations at some future date. After listening
to the testimony offered on Monday, March 5, by Alyeska, ARCO and
the State, 1 have the following specific comments:

Ability to Respond to Worse Case Scenarios
Mr. Asplund of ARCO stated a worst case would be 1.8 million
barrels for Prince William Sound, exactly the figure 1| would use.
What was not offered by industry was how do we achieve this figure.
It can only be done by a regional response plan which brings in the.
capabilities of all concerned- industry, state, and federal.
The following have beenZToffered:

Alyeska 10K barrels per hour name plate

capacity. Allowing for 35% best case

recovery in 72 hours 252.000

ARCO, per testimony, with a 24-hour lag

to allow for mobilization from West Coast 250.000

Other five Alyeska owners (unknown'!
Barrels 502.000

The above figures are for containment and best case recovery
situations, xe. less than six foot sea state and no more than |1
knot currents.

- sWi:z:. .. —-



ARCO"s proposed 70,000 ton skimmer could be built to recover
25.000 barrels per hour based on it having half the capacity to
pump oil out of the water that is common at the Valdez terminal for
pumping oil 1into tankers. This would have a capacity of 600,000
barrels per day and allowing for a 35% best case recovery rate, it
would recover 630,000 barrels in 72 hours. Out total best 72-hour
case recovery is now 1,132,000. Thus the remaining question is how
to make up the 670,000 barrel difference. Allowing for 20%
evaporation of the [light ends during this period, or 360,000
barrels, we can see that we are approaching our goal and have
310.000 barrels remaining for .which capability must be

demonstrated. Here 1is where the API/PIRO response may come 1in,
also federal response from the Navy, the Corp of Engineers, the
Coast Guard, and if necessary further Alyeska response. In any

case, by a combination of new technology already being proposed by
ARCO and by accumulation of other sources into a regional response
plan, we have come close to a creditable "worst case response"
capability.

The next question is why must this response be mounted 1in 72
hours. IT you examine the oil spill simulations 1in our report, you
will note that it is after 72 hours that the greatest impact on the
beaches occurs. once the oil 1is on the beach, the Commission
considers the battle lost. Therefore, our strong recommendations
are on the immediacy of the response efforts.

As our report shows, Exxon Valdez 1is only 34th on the list of
65 great oil spills. Thus, the possibility of spills where the
entire tanker load is lost, 1,800,000 barrels for Prince Willianm
Sound or 500,000 barrels for Cook Inlet, 1is still a very real worst
case situation.

There are presently 94 tankers licensed for operation 1into
Alaskan ports." Only 10 are "covered by Alyeska®"s present plan for
a "worst case™ loss; 43 are covered by combining the Alyeska and
ARCO pl*ans, adding the large skimmer as described covers 70 tankers
leaving only 24 uncovered.

What are the costs of achieving this Ilevel of protection,
remembering we are only achieving worst <case protection by
mechanical containment and recovery 1in good weather conditions?
The costs included here are estimated by me based on our
contractors estimates for similar equipment.

One Time Costs
Alyeska Costs (already committed but

no cost breakdown yet provided, so this
is my estimate $60,000,000
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ARCO Costs (less 4 ERV and 4 other vessels
in Alyeska Costs, note that this systen
serves entire west Coast $

70,000. Ton Skimmer Costs ($93 million for

new ship by Commission estimate plus $20

million for skimmer conversion by ARCO

estimates S 113.000.000
1.132.000 barrels in 72 hours recovery $ 205,000,000
Full worst Case, another 310/000 barrels 80,000,000

Full Worst Case Recovery System in
good weather $ 285,000,000

Annual Costs

Alyeska $10,000,000
ARCO 5,000,000
70,000 Ton Skimmer 10,000,000
Additional Recovery 5 J3.Q0 ,00,0
TOTAL $30,000,000

Operating costs as above should cover 72 hour initial period but
do not cover beach cleanup costs.

Assuming a 10-year depreciation on one time costs, the annual
costs for "worst case" mechanical recovery in Prince william Sound
are $58,000,000 or the profits on 5 days throughput at the Valdez
terminal, ..

*$6 X 9,750,000 barrels
»>From Deakins Report

Now the question 1is, what is the cost of "worst case recovery" in
bad weather. The present options are burning or dispersants.
Future options may include gelling agents as described 1in our
report. The costs of bad weather treatment are:

Burning, the loss of the ship and cargo

250.000 T Tankers, new $192,000,000
cargo 1.8 million barrels @ $20 36.000.000
Total $218,000,000
70.000 T Tanker, new $ 93,000,000
cargo, 500,000 barrels @ $20 10.000.000

Total $103,000,000



Memo
senator Pe
£ 1

arce
0QA

The costs of the flights and igniting

agents plus recovery of crew $ 250,000
wmfill- "t/ b
Dispersants: Following the British

method of aerial application and the

most favorable 1 to 20 crude to dispersant

ratio, we require for the worst case

1,800,000 barrels, some 90,000 barrels

of dispersant or 3,780,000 gallons

@ $3/gal $ 11,340,000

Costs of 700 C130 flights of 5 hour
duration or 3,500 flight hours Q $3500

per hour* $ 12.250.000
Worst Case by dispersant $ 23,590,000
Gelling agents: This method 1is untried, untested, and

wholly hypothetical. The ratio of 40 to 1, agent to oil,
is the best known and the costs are in the ballpark of
what is being paid by the US Navy for galling agents.

Gelling agents 45,000 barrels, 6,250

tons or 1,890,000 gal @ $12/gal $.22,680,000
Costs of 350 C130 flights of 5 hours

duration @ $3500 per hour* 6.125.000
Total $ 23,805,000

* Assumes dispersants or gelling agents are located at Anchorage
or"Kenai.

Thus, 1t is true that the costs of a worst case response are
large, whatever method 1is used. The alternative of avoiding it is

equally costly in the 1long run. The size of the worst case
scenario for each region will be governed by how much risks the
industry places on the region. Exxon Valdez has shown us that the

area at risk can be very large if response is not immediate enough
to keep the oil from migrating to near and distance beaches.

Need for state Tanker Inspections

Regarding the need for state inspection on board tankers, our
report details the sorry history of how the Coast Guard backed off
after 1979 when the Alyeska owners®™ law suit and later legislative
action eliminated the state presence on tankers. The Coast Guard
budget on marine safety, wherein ship inspections lie, was cut 28%
between 1982 and 1989. Allowing for inflation this was a real cut
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of 40%. The fleet, meanwhile, aged another 7 years, with only two
new additions Exxon Valdez and Exxon Long Beach, being added in
this period. Thus, inspections dropped as the ships got older. The
Coast Guard testified at length about its concerns with increasing
hull fatigue before House Resources on January 24. Despite this
concern of the Coast Guard, | view the chances of major budget
increases 1In marine safety as small unless the 1initiatives come
Congress.
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February 21, 1990

The Honorable Sam Cotten
Speaker of the House
Alaska State Legislature
P.O. Box V

Juneau, AK 99811

Dear Mr. Speaker:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, 1 am transmitting three bills 1implementing
recommendations made by the Alaska Oil Spill Commission.

One bill authorizes the governor to wuse the oil and
hazardous substance release response fund, established under
AS 46.08.010, to respond to declared disaster emergencies
under AS 26.23.020 (c) The bill also repeals the exception
in AS 46.04.080(a) that requires the Department of
Environmental Conservation (DEC) to perform the duties of
the Division of Emergency Services during a catastrophic oil
discharge. Finally, the bill creates 1in statute the State
Emergency Response Commission, presently established by an
administrative order.

Another bill extensively revises AS 46.03.758 - 46.03.763,
which deals with «civil penalties for oil spills. In
general, the bill increases penalties "“for spills and
eliminates unwarranted exemptions and defenses.

The third bDbill strengthens DEC®"s authority to require
compliance with oil discharge contingency plans. of
particular significance 1is the requirement that applicants
for contingency plans must maintain sufficient resources to
contain and remove, within the shortest possible time, a
realistic maximum oil discharge. Next, this bill increases
the financial responsibility requirements for offshore oil
exploration and production activities, to guarantee that in
the event of another spill, significant financial resources
will exist to compensate damaged parties, 1including the
state. Finally, this bill authorizes DEC to 1inspect oil
industry facilities and tankers to guarantee compliance with
contingency plans ,and to assure structural integrity of the
equipment.

Sectional analyses of each bill, describing the bills in
detail, will be provided by my staff.
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As you know, the o0x1 Spxll Commxssxon "Executive Summary,"
issued last month, includes over 50 recommendations.
Through this Jlegislation, as well as other bills already
under consideration by the legislature (House Bill 409,
Senate Bills 359, 421, and 497), most of those
recommendations are being addressed. Furthermore,
additional legislative proposals based upon these
recommendations are still under consideration, and, after
review of the full commission report, just released,
additional proposals might be forthcoming.

The O0il Spill Commission, after extensive study, has
identified several ways for the state to improve its ability
to prevent future spills and to better respond if a serious
bill occurs again. These bills™a-re critical to prevent
another disaster like the Exxon”~valdez spill. I therefore
urge your serious discussion//cons®uer/ktioriy and passage of
these measures.

Governor
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Focus on ol spills

Oil spills like the Exxon Valdez inci-
dent off Alaska, Khark 5 oil Morocco,
and American Trader olf California are
concentrating the minds of oil compa-
nies on environmental and public rela-
tions repercussions from their world
tanker operations.

One of the biggest oil transporters.
Royal Dutch/Shell Group, has moved to
ensure that tankers on charter to the
company are adequately insured
against the potentially crippling costs of
cleaning up a major spill in a sensitive
area and meeting any liabilities that
might emerge from the incident.

Shell has a global interest in pollu-
tion-free tanker operations. On any
day. the company has 50-60 of its own
vessels on the high seas. 40 tankers on
time charter, and another 40 on charter
for single voyages.

Beefed up coverage

Shell International Marine Ltd.. Lon-
don, has told owners of all .tankers
carrying crude or products for the com-
pany an additional pollution insurance
clause has been inserted into contracts
for voyage and time charters, ft will lake
effect immediately. In the future, the
clause will become one of the standard
terms for obtaining business from Shell.

Tanker owners are required to show
they have oail pollution insurance cover-
age of S700 million that will remain in
place during the time the vessel is
working for Shell.

The International Group of P&l (pro-
tection and indemnity) Clubs, which
cover owners lor risks other than dam-
age to tanker hulls, increased the oil
pollution coverage to S500 million from
$400 million effective Feb. 20.

0Al* f,r.

At the same time, the clubs offered
members an additional voluntary por-
tion of oil pollution coverage of $200
million to push total coverage to $700
million.

In a letter to tanker owners. Shell
said responsible owners would want to
acquire this additional coverage. And it
reminded owners that recent events
had shown that costs of pollution pre-
vention/cleanup can on occasion sub-
stantially exceed the coverage present-
ly available.

Oil pollution is also very much on the
mind of the Royal Dutch/Shell Group's
British affiliate, Shell U.K. Ltd.

The company has the dubious dis-
tinction of being the subject of the first
major prosecution by Britain's newly
formed National Rivers Authority.

River Mersey spill

The case, arose over Shell's spill of
157 metric tons of very heavy Venezue-
lan crude into the River Mersey in
Northwest England from a pipeline link-
ing an import terminal to the 262,VOO
b/d refinery at Stanlow. Cheshire.

Cleaning up the mess in the Mersey
estuary cost Shell U.K. £1.4 million
($2.38 million). The court case cost it
another £1 million ($1.7 million) in lines,
a substantial penalty by UK. stan-
dards.

Imposing the fine, the judge criticized
Shell for flushing a further 7-tons of
crude out of the pipeline after the initial
leak, against the advice of all local
authorities.

The judge said the fine .would have
been higher but for Shell's good record
on conservation and.its support ol the
arts and other worthwhile causes.

crediting plan
for Interstates

The Federal Energy Regu-
latory Commission has de-
clined to change 'ts cross
crediting mechanism in its
open access transportation
program for U.S. interstate
gas pipelines.

In Order 500-I, FERC de-
nied requests for substantial
changes in its final rule on the
program.

At the mandate of the Dis-
trict of Columbia Circuit Court
of Appeals, in Order 500-H
the commission reaffirmed
cross crediting but moved the
take or pay cost recovery
deadline from Mar. 31.1989.
to Dec. 31. 1990. and set a
sunset date for the take or
pay crediting mechanism:
Dec. 31.1990. or the date on
which a pipeline accepts a
gas inventory charge authori-
zation, whichever occurs first.

Pipelines sought a rehear-
ing. and in Order 500-1 FERC
agreed to change to 60 days
trom 30 days the notice peri-
od before which pipelines
may apply take or pay credits
to gas they must take.

*sN0" to other changes

FERC denied requests lor
other changes, saying Order
500 has been instrumental in
encouraging settlements that
are removing take or pay
problems. It said pipelines'
take or pay exposure has de-
creased Irom S10.7 billion in
1986 to S2.4 billion as of Mar.
31. 1989.

It again refused to exercise
its authority under Section 5
of the Natural Gas Act to
change or abrogate problem
gas contracts, as some pipe-
lines have urged. It again
maintained it lacks authority
to modify contracts for the
sale of nonjurisdictional gas.

The Interstate Natural Gas
Association of America said
FERC's action "simply re-
peats the justifications it has
previously made for failing to
provide take or pay relief and
takes wholly unjustified credit
lor settlements that have tak-
en place in spite of. rather
than because of. its earlier
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lveska president's: supportfor more DEC
j [fﬁﬁ/g?nges a surprs|se prut a welcome one

Yes, it's true the state’s .Department of
Environmental Conservation badly needs more money
«to adequately do its-job. And yes,, it’s also true that
‘ boosting funds for the agency is a pressing issue that
.lawmakers must face, in their budgetedeliberations

I this session.
: Still, to hear an important oil industry spokesman
I'talk.the’ same line is astonishing. Yet that's what
ILAlyeska Pipeline Service Co.’s new president. James
"Hermiller, told an Alaska Support 'n(j(H\,SHX Alliance
i meeting Satur{iay.. ' .
. Mr. Hermiller noted that i\ healthy DEC budget

g fHT][E ]

By STEVE RINEHART
Daily News reporter *

The new president of
Alyeska Pipeline Service Co.
took a surprising stand Sat-
urday by urging the oil in-
dustry to support more fund-
ing for state environmental
regulation.

"This may sound strange
coming from the president of
a company whose rocky his-
tory with DEC is well publi-

1j ames Hermiller said
of Tne

anniuu meeﬂpa%ka upport industry Al«

nance, a group made up pri-

would help the agency hire, good people, write better; marily. ofpsopkr-wfao-jvork

environmental
[consistently. It was, in essence, the same line the DEC

rules, ,and better enforce the rules lin the™t-'businffssv

-V—
to®

and its. champions will be pushing in the months/ ~frvation needs morQ mQnery

lahead. oM q

to hire specialists, writd

Alyeska and its owner companies have long-beisn jbroad-based environmental

foes of the DEC. The relationship has been marked/by J
titanic struggles over air and water quality questions, |

particularly involving the Valdez pipeline termLI.

«nd enforce-them con.
VV_O
plan and wwk th?n-the*§,,>

| | After the Exxon Valdez oil spill, last March, \therrent system, warmiber s

1belligerence peaked, with the stwo sides lockeaVin

under which a company

nothing short of war. In all, it's.a- background:tngt to argue its way fronvbne
makes Mr. , Hermiller’'s remarks among the': mos Igpermit to.the next.

remarkable to come out of the industry in some.time.
Not that his attitude isn t a welcome .one. The DEC
is in desperate need of help, and it. needs allies

wherever it can find them. If.it finds them amongtbe-’

oil industry, they are as welcome as”those it finds
among staunch environmentalists. . .

The DEC shares a measure of the blame for. the
Exxon Valdez spill. Its record of industry regulation
is a haphazard one marked by weaknesses and lapses
in-vigilance. Budget help, with the-improvements, in.
manpower and Resources that;'-more money could
bring, would help ease- some-of-the agency’s-problems
and.make Alaska’s-air, swaterland"land ‘safer. V i

Mr. Hermiller's surprise support for the agency's
budget has some- degree of self-serving motivation.
Alyeska would benefit from'a better-staffed and
streamlined DEC. Mr. Hermiller arguedlthat, as it
stands today, the company encounters waste and
frustration in its dealings with.the DEC..

But whatever its reasons, Alyeska’s support for a
adequately funded DEC will be an important
Ingredient in the legislature’s budget debate. ‘Should
the rest of the oil industry see the wisdom of Mr.
Hermiller's position and lend its' support too, such
pressure could win-the agency the funding'.it needs.

£
° kp Exploratigrmc\’1‘f’&-§?th’Eﬂiji

ney. Chase, repeated indus*-

oil industry voice. Alyeska
built and operates the trans-
Alaska- pipeline, and is
°Vfna by Arco, Exxon, BP _

Continued from Pago B-1

surance the legislature will
go along, Brown said.
Hermiller was one of a
dozen representatives from
oil and erelated industries
who spoke at the gathering.

o m

try arguments that state oil
taxes are so high they are
liriiting exploration for new
oil fields.

“The state is not being
explored. What's out there Is

--Much of the™industrial’

machinery in those nations
dates, to before World War II,
Jones said. It is not very
energy-efficient. But it can
be put In motion quickly;
Jones expects to see some
major changes this year.

and the other North SI
oil companies.

"1 fully recognize t
there Is a flip side to t
issue. Additional fund,
may lead to more regt
tlon,” Hermiller said ir.
prepared copy of his spec
On the other hand, he sa
“The present system
wasteful and frustratin%'

Hermiller took 0\
Alyeska Oct. 1 For yea
the company has tangl
with the DEC over air a
water quality regulatioi
most visibly during t
cleanup of.the Exxon Vale
oil spill last year.

Having an oil indust
heavyweight come out for

-er DEC budget surpris<
Rep. Kay Brown, D-Anchc

who has supported pa

orts to increase fundir

fof environmental prote
ion. © '

"1I'm.really happy to het
it,” she said of Hermiller
proposal. "How much in-

pact it will have will depen
on the extent the rest of th
industry says It."

Gov. Steve- Cowper ha
proposed increasing the DEC
budget, but there is no.as

Please see Page B-3. ALYESKA

not being found," Wade sai

It would take the equiv
lent of two inajor oil disco
. eries a year to make up f.
the steady loss in productic
from Prudhoe Bay.

No matter how much o
Alaska produces, it is-
small part of the global p<
ture of oil prices and pol
tics, economist Scott Jonc
said. But the biggest pollt
cal event in recent months
Eastern European nation
dumping-communism In
vor of capitalism — ma
boost the C,Jrice for Alask.
oil, he said. e

Consumers in Poland
Hungary, Czechoslovak
and othe™ Eastern Europeai
nations are demanding thi
kinds of products their west
em neighbors take for grant
ed, Jones said. As they re\
up their industries to meei
that demand, they.are going
to require a lot more oil.
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Recommendation 55
Private contingency
plans

As aprevention incentive, existing regulationsshould be broadenedto insure that
[nfutiue spillsthe state can recapture all expenses directly or indirectly incurred
tythe slate, itssubdivisions andprivateparties to whom the state owes reimburse-
ment or who have benefited under the state*s oil spill disaster economic-mainte-

nance program.

Disagreement on reimbursable costs that resulted in an economic loss to the state
resulted in the cancellation of a contract by which, on the pipeline route, DEC
exercised EPA authority overspills, all to the detrimentof environmental protection.
Reimbursability became acriteria for state response intheE xxon Vvaldez spill, to the
detriment of the environment and people injured by the spill. A fund should be
created in state government to help local governments cover public spill costs caused
by oil and hazardous substance releases that cannot be charged back to
responsible parties.

Private parties carrying oil must have a state-approvedplan ofresponse to spills
ofallsizes, including a worst-case scenario, thatcan be used undereitherprivate,
federalized or fAlaskanized” spill response.

The state requirement that Alyeska’s contingency plan respond to the “most prob-
able” spill, however, put a lid on expectations about response to a worst-case spill.
Alyeska did not prepare beyond the state’s minimum standard and did not advocate
a higher one.

The risk of a catastrophic spill cannot be reduced to zero as long as oil is carried in
large quantities. But the interval between spills can be lengthened and the
impact mitigated

Under known and approved technology, it is also incorrect to assume during
contingency and response planning that nearly all oil will be recovered. Under
extreme circumstances of weather and location, no oil may be recovered. Here the
emphasis should be on critical habitat protection.

Inreviewing plans for unfavorable circumstances, DEC should determine astandard
of “goad effort" rather than one based on a fully successful result.

We know of no effective way to prevent major damage once oil reaches the intertidal
zone arid shore. To be most effective spill response must be immediate to keep oil
from spreading or reaching shore and critical habitat. In the case of a spill near shore,
itis not the magnitude o f the response over time butwhatis done in the first few hours
that offers the most protection.
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PCN/NEW RANGE/STEP CLASSIFICATION NO. MONTHS LOCATION
(COST)
New 18C Habitat Biologist 12 Anchorage
i (54.0)
New 18C Habitat Biologist 12 ""Fairbanks
i (61.1)
6118 16J Cartographer 111 3 Anchorage
(13.5)
New 8C Clerk/Typist 111 1.5 Anchorage
(3.8)
6131 T7A Clerk/Typist 111 1.5 Fairbanks
/ (3.5)
TOTAL $135.9

EXPLANATION

As a result of the Exxon Valdez oil spill, it has become apparent
that existing oil spill contingency plans are inadequate.

Consequently, the U.S. Coast Guard (USCG) 1is reviewing and updating
its regional contingency plans, and the state intends to re-—
evaluate the adequacy of at Jleast the major nongovernmental

contingency plans. This effort has already been initiated and we
anticipate that, at a minimum, the state will participate in
planning projects "for Prince William Sound, Cook Inlet, the
Beaufort Sea, and possibly other areas such as the Chukchi Sea.

the state will also be involved in re-evaluating and potentially
expanding the Dispersant Use Guidelines and. Wildlife Protection
Guidelines, which have incorporated into the USCG Alaska Region
spill contingency plan. In order to protect the state"s interests
in fish and wildlife populations, habitats, and public uses of
these resources, ADF&G will require additional staff to dedicate
specifically to contingency planning.

The principal resources at risk because of oil and other hazardous
substance releases are fish and wildlife, and the ADF&G 1is the
state agency with the expertise and statutory mandate to provide
information and recommendations regarding these resources. The
department must compile and provide information on the
distribution, abundance, and critical life function needs of Tfish
and wildlife populations that may be affected by a spill or other
release. Based on this information, the department must recommend
mitigation measures that will afford the highest possible level of
fish and wildlife protection. Examples of mitigation decisions are

page 2 of
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HOUSE 2/22/90

dispersant use, 1identification of areas of highest priority for
containment or defensive booming, identification of criteria for
deploying shoreline cleanup equipment and crews, and the selection
of shoreline cleanup techniques that will maximize biological
benefits and minimize biological costs.

At present, ADF&G has no funding allocated to perform this

function. Between February 16 and June 30 of FY90, ADF&G will
need: 9 months of HBIII, 2.25 months of CTIIlI, and 1.0 month of
Cartlll. ADF&G will also require two computers and funding for

other support services as noted above.

page 3 of 3



TYPE OF
FACILITY

Crude Qil Terminals

>10,000 bbl.
5* 10,000 bbl.

Non-Crude Terminals
=>10,000 bbl.

5to 10,000 bbl.

Offshore exploration and
production facilities

Onshore exploration and
production facilities

Crude Qil Tank Vessels
and Barges

Non-Crude
Oil Tank Vessels and
Barges

Financial Responsibility Requirements

CURRENT FINANCIAL
RESPONSIBILITY REQUIREMENTS

$1 million up to $50 million @ $10/bbl. capacity

None

$1 million up to $50 million @ $10/bbl. capacity

None

$35 million

None

TAPS = $14 million, Non-TAPS = $20 million.
TAPS covered for an additional $86 million per vessel.

Tank Vessels = $20 million, Barges = $1 million

Tt 1S

s |ls s s ftw

HB 567 (Resources)

$50 million
$50 million

$1 million up to $50 million
@ $25/bbl. capacity

None

$50 million

$20 million

$500 million

$1 million up to $35 million

@ $100/bbl. capacity

HB 567 (Finance)
Proposed CS

$50 million
$50 million

Same as the
Resources version

None

$50 million

$20 million

$100 million + @ $300/bbl. capacity

Same as the
Resources version






5/8/90 "
XS 3bX

FURTHER:

DATE TURNED INTO OFFICE

The Finance Committee considered

CSHB 567 (Finance) am

Oil discharge prevention and contingency plan requirements.

and recommended:
VOXW-
[¢-Fireplace with CS
[ 1 or adopt ___

[ ] attached amendment(s)
/ tt- <"g<s

[ 1 do pass

[ 1 do not pass

[ *}Xno recommendation

[ 1 individual recommendations

[ 1 further referral to

& 7S ST/ EINS [ -1

same title
new title

[ 1 technical
title change

- > C ]

ATTACHES NEW FISCAL NOTE(S):

[ 1 fiscal note(s)

vQg<£f /j37/9g

[ 1 zero fiscal note(s)

[ 1 appropriation-no fiscal note

(HB only)
letter of intent adopted
APPROVES PREVIOUS:
Dept/Date: Dept/Date:
[ 1 fiscal note(s)
[ ] zero fiscal note(s)
OTHERMRECOMMENDATIONSI: \
V)o J”~c-.

and Recommendations



BILL VERSION:
PUBLISH DATC:

_SCcSCcS_H3-~L4n
*7_

FISCAL NOTE

Revision Date:
Tide: 0il

s/s/qo
Soill

Rules Committee
fi Gas

Sponsor:
Requestor:Senate Oil

EXPENDITURES/REVENUES:

OPERATING FY 91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT
LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING

(Thou

-0-

CAPITAL

REVENUE

FUNDING:

GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL

(Thousands of Dollars)

POSITIONS:

FULL-TLME
PART-TIME
TEMPORARY

ANALYSIS

Preparedby: Carol Wilson

Division rnmmi cci nnnr 1- Offirn
Approved by Commissioner: A
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Distribution (by preparer):
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Office of Management
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(Governor)

FY 92

Natural Resources
BRj;: Fetroleum Management

Components

sands of Dollars)

FY 93 FY 94 FY 95 FY 96

(Auach a separate page if necessary)

phonc:i 465-2400
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Date: q/q/qn_
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BILL VERSION : SCS CSHB
PUBLISH DATE: _

i990 leg:

REQUEST:

Revision Date: ... Agency Affected: Ftsh and Game
Title: ftn tot fltrcnghtening DEC'a rrh« Habitat: Division
contingency plan and inspection requirements.

Sponsor:  Rulea-Cttmittce/gOVSnm., , . Components tjHabitat

Requestor: House Finance

EXPENDITURES/REVENUES:  (Thousandsof Dollars)

OPERATING

PERSONAL SERVICES
TRAVE
CONnL"CTUAL
SUPPLIES
EQUIPMENT

LAND <kSTRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING

CAPITAL

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER™

TOTAL

POSITIONS

FULLTIME
PART-TIME
TEMPORARY

ANALYSIS

* 0il and Hazardous Substance Release Response Fund

House Finance Committee

Preparedb
ha y Co-Chairman Ron Larso 4/23/90

Division :*
Co-Chairman Lyman Hoffi
Approved by Commissioner
Agency:
Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Managementa
Impacted Agencyfies)

4/23/90

ChangeS inc>(7s te/SA-Fol
uave no Fiscal impact.

This Ffiscal note is
appropriate.



LbHb |0 /(Fin)
HOUSr A/24/90

H H = = ,\/V— -‘___ i
pyqi Line_lterni2ation

PCN/NEW NO. MONTHS LOCATION
(COST)

6118

TOTAL

EXP IFANFET 1QN

As a result of the Exxon Valdez oil spill, it has become apparent
that existing oil spill contingency plans are inadequate.

Consequently, the U.S. Coast Guard (USCG) 1is reviewing and updating

its regional contingency plans, and the state 1intends to re—
evaluate the adequacy of at least the major nongovernmental

contingency plans.” This effort has already been initiated and we
anticipate that, at" a minimum, the state will participate in
planning projects *for Princa William Sound, Cook Inlet, the
Beaufort Sea, and possibly other areas such as the Chukchi Sea.

the state will also be involved in re-evaluating and potentially
expanding the Dispersant Use Guidelines and. Wildlife Protection
Guidelines, which have 1incorporated into the USCG Alaska Region
spill contingency plan. In order to protect the state®s interests
in fish and wildlife populations, habitats, and public uses of
these resources, ADF&G will require additional staff to dedicate
specifically to contingency planning.

The principal resources at risk because of oil and other hazardous
substance releases are fish and wildlife, and the ADF&G 1is the
state agency with the expertise and statutory mandate to provide
information and recommendations regarding these resources. The
department must compile and provide information on the
distribution, abundance, and critical life function needs of fish
and wildlife populations that may be affected by a spill or other
release. Based on this information, the department must recommend
mitigation measures that will afford the highest possible level of
fish and wildlife protection. Examples of mitigation decisions are
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FISCAL NOTE
REQUEST:
Revision Date: 5/3/90 Agency Affected:
Title: An Act relating to contingency BRU:
plan requirements, financial responsibility...
Sponsor Rules/Governor Components:
Requestor  Senate Oil and Gas
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OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
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GRANTS,CLAIMS
MISCELLANEOUS
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CAPITAL
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FUNDING: (Thousands of Dollars)
GENERAL FUND
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Further analysis attached.

Prepared by: Larry Dietrick
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The legislation requires certain Ffacilities and vessels to include
prevention measures iIn their contingency plans. One Ecologist 11
is necessary to develop prevention regulations such as design,
construction and operation standards for the various types of

facilities and vessels. In addition, Ffield staff will require
additional time to review the prevention portions of the plan and
to perform more detailed Tfacility inspections. Statewide, this

will increase the workload by two FTE (Environmental Field Officer
11°"s).

In addition, this legislation this section requires a new class of
facilities - onshore exploration and production Tfacilities - to
develop oil discharge prevention and contingency plans. There are
approximately 60 sites with multiple Ffacilities currently operating
in the state. Two Environmental Field Officers are necessary to
evaluate these contingency plans, iInspect facilities for compliance
with the approved contingency plans, and to develop and participate
in spill drills designed to test the ability of the contingency

plans.

The 1legislation requires the Department to provide a copy of a
contingency plan to the Departments of Fish and Game and Natural
Resources ,and provide those agencies with an opportunity to review
and comment on the plans. The coordination of review for over 70
plan reviews annually will require one additional FTE (Ecologist

).

The legislation requires proof of Ffinancial responsibility for
responding to discharge incidents. One-hal¥ of an Administrative
Assistant 11l 1iIs necessary to carry out the additional workload
reviewing and approving the financial responsibility documentation
for facilities covered by the section.

The legislation broadens the Tforms of security acceptable to

demonstrate financial responsibility. The Department will need to
evaluate what forms of security will be acceptable to the state and
define those by regulation (.5 Administrative Assistant I11)._

The legislation provides authority to the Department to inspect the
structural iIntegrity of tank vessels, oil barges, oil terminal

Ffacilities, and pipelines. Outside expertise is necessary for some
inspections. The Department will require two FTE ((Environmental
Field OFfFicer 111) and contractual funds ($350.0) to implement this
section.

page 2 of 3



Tthe hegis%a%ion requires the Department to conduct a survey of
small non-crude oil terminal TFfacilities with storage capacities
between 5,000 and 10,000 barrels. There are over 30 of these
facilities, most of which are Jlocated iIn rural areas. The
inspections will i1involve a technical review of facility design and
construction, prevention measures, and spill response capability.
The Department will provide technical assistance to the Tfacility
owners/operators to enhance their spill prevention and response

capabilities. In addition, the Department will submit a report to
the legislature outlining the types of problems at these facilities
and suggestions Tfor improvement. The 1inspections and technical
assistance will require two Environmental Field officers.
Compilation of the statewide inspection information and
recommendations report to the legislature will require one v
Ecologist 1Il. The survey is required to be done within two years.

The legislation requires the Department to study oil discharge
prevention and contingency planning issues associated with tank
vessels and oil barges carrying noncrude oil. Based on the study
results, the Department must report to the legislature with
recommendations Ffor locating regional response depots, defining
operator response times including equipment and personnel

requirements, and assigning industry and government roles in
response efforts. The study must be completed no later than July
1, 1991. The Department will require contractual +funds (($100.0)

to manage the study required by this section and prepare a report-,

to the legislature.

Position 100 200 300 400 500 Total
Ecologist 11 51.0 5.0 8.0 1.0 5.0 70.0
Env. Field Ofc II1°s 102.0 10.0 16.0 2.0 10. 0 140.0
Env. Field Ofc I1l1I"s 102.0 10.0 16.0 2.0 20.0 140.0
Ecologist 11 51.0 5.0 8.0 1.0 5.0 70.0
Admin. Asst. 111 36.0 0.0 8.0 1.0 5.0 50.0
Env. Field Ofc 111 102.0 10.0 16.0 2.0 10.0 140.0

Contractual (inspections» 450.0 450.0

2 Env. Field Ofc 111 102.0 15.0 16.0 2.0 10.0 145_0

1 Ecologist 11 51.0 5.0 8.0 1.0 5.0 70.0

2 Clerk Typist I1l1I°s 68.J) 0.0 16.0 2.0 10.0 96._.0

TOTALS 665.0 60.0 562.0 14_.0 70.0 $1,371.0

page'3 of 3



P n
Letter of Intent for Senate CS for CS for HB 567 (Oil and Gas)

Subsection (k) (3) (C) of HB 567 provides that a contingency plan
holder must demonstrate that the equipment, personnel, and other
resources maintained outside of the plan holder's region of operation
will be deployed and operating at the discharge site within 72 hours.

Like all other provisions in Section (k), subsection (k) (3) (C) is
subject to Section (1) which provides that the Section (k) provisions
are not clean up or performance standards for the discharge
response. Rather, the Section (k) requirements, including those in
subsection (k) (3) (C), are planning requirements for determining
what will be in any particular contingency plan.

The subsection (k) (3) (C) planning provisions require a
demonstrated plan for moving equipment, personnel, and other
resources necessary to deploy and operate that equipment and
personnel to the discharge site. The provision includes deployment
and operation of the equipment and personnel to ensure that there
are systems and plans to actually use the additional equipment in a
manner that is well orchestrated to supplement and enhance the
equipment and personnel from the plan holder’s region of operation

However, both segments of the contingency plan — the deployment
of the in-region equipment and the transportation and deployment
of the out-of-region equipment -- are subject to Section (1). Neither
segment creates a performance standard under the terms of HB 567
So, if a contingency plan has been approved, based upon a
demonstrated plan of action to get equipment, personnel, and other
resources to the site, it would not be a violation of the terms of A.S.
46.04.030 if unforeseeable circumstances result in a failure to
actually deploy and operate all equipment within 72 hours.



In the amendment that adds a new subsection (p) on page 11, after line 11:

Delete MA person who 1intends to commence operations for which an

approved contingency plan is required under this section shall submit the

proposed contingency plan to the department so that it is received by the

department at least 65 days before the date on which the person intends to

commence operations.”

In the remaining sentence of subsection (p):

Delete "the"
Insert

Delete "subsection"

Insert "section”

-1- 5/8/90
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OFFERED IN THE SENATE

TO: SCS CSHB 567(0&G)

Page 11, after line 11:
Insert a new subsection to read:

"(p) A person who intends to commence operations for which an
approved contingency plan is required under this section shall submit
the proposed contingency plan to the department so that it is received
by the department at least 65 days before the date on which the person
intends to commence the operations. The department shall approve or
disapprove the proposed contingency plan within 65 days after it.

receives a complete application for approval under this subsection.”

Reletter the following subsections accordingly.

-1- 78/90



TO: SCs,CS HB,567 (Ol and Gas)
AMENDMENT

page 12, line 3, insert after "of the"

"tank vessel, oil barge,"
i *

page 12, line 4, insert after "of the"
"tank vessel, oil barge,"

page 12, line 5, insert after "with the"
"tank vessel, oil barge,"

page 12, line 6, insert after "similar"
"tank vessels, oil barges,"

page 12 line 7, insert after "mishaps”
"to the tank vessel or oil barge, or"

page 12, line 7, insert after "pipeline or"

"to similar tank vessels or oil barges, or"



1 [
Offered: 5/8/90 go0530hP
Referred: Finance

Original sponsor(s): Rules/Governor

HIN THE HOUSE BY THE SENATE SPECIAL COMMITTEE ONOIL & CAS
SENATE CS FOR CS FOR HOUSE BILL NO. 567 (01l & Gas)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to oil discharge prevention and
contingency plan requirements, financial respon—
sibility requirements related to oil, penalties, and
inspection authority of the Department of Environ—
mental Conservation; relating to the oil and hazard—
ous substance release response fund and responses to
oil and hazardous substance emergencies; authorizing
the Department of Environmental Conservation and
municipalities to enter iInto agreements pertaining to
vessel traffic control and monitoring systems®; and
providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.35.020 1is amended by adding a new subsection to
read:
(d) A municipality may enter 1into agreements with the United
States Coast Guard, the United States Environmental Protection Agency, _
and other persons relating to development and enforcement of vessel

traffic control and monitoring systems for oil barges and tank vessels

- - i Xig. ] L A

* Sec. 2. AS 46.03.759(c) 1s amended to read:

(c) Subject to the $500,000,000 maximum set under (a) of this
section the court shall assess four times the penalty set out in (@)
of this section if the court finds

(1) the discharge was caused by the gross negligence or

SO CSO SS§..0,



intentional act of the defendant;

(@) the defendant did not take re?-conable measures to
contain and clean up the discharged oil; rr

(3) the defendant did not act or respond In accordance with
an approved oil discharge prevention and contingency plan.
Sec. 3. AS 46.03.&23(&) 1is amended to reads

(€)) A person who is a response action contractor with respect t
a release or threatened release of a hazardous substance whose acts or
omissions are not contrary to a response plan or order by a state or
federal agency bavins jurisdiction over the release or threatened
release 1is not civilly liable for injuries, costs, damages., expenses,
or other liability that results from the release or threatened release
unless the release or threatened release 1s caused by an act or omis—
sion of the response action contractor that 1is negligent or grossly
negligent or constitutes intentional misconduct. To shew negligence by
a response action contractor, a claimant must show that the acts or
omissions of the contractor under the response action contract were
not 1iIn accordance with generally accepted professional, standards and
practices at the time the response action services were performed.
* Sec. 4. AS 46.03.223(b) 1is amended to read:
(b) The liability limitation under (&) of this section

€)) does not apply to a response action contracto
ewould otherwise be liable for the release or threatened release under
state or federal Iawmgven If that person hod not carried out a re-
sponsa action with :espect to the release or threatened release; and

(2) doea apply only to releases for which notification to

. v v , S
the department was provided and }the manner prescribed

SCS CSHB 567(0%6)



(e) This section Ices not affect the liability of a response
action contractor that r:-av arise from the response action contractor®s
failure to comply with the terns or conditions of a

(1) response action contract or a remedial action plan if
one has been approved by the department; nr

(2) contingency plat. approved bv the department where the
response action contractor Is the planholder.

Sec. 6. AS 46.03.823(g)(2) is amended to read:

(2) ‘"response action contract" means ® written contract or
agreement -to provide response action with respect to a release or
threatened release of ?2 hazardous substance, entered into by a person
wi th

(A) the department; TOH1

(B) another person who has enteredtinto an agreement
with the department that provides for response action subject to
the department®s oversight and control;

(C) a federal agency with jurisdiction over the re—
lease or threatened release; or

(f) another person potentially liable for the release
orthreatened release under state or federal law;

Sec. 7. AS 46.03.323(g)(3) 1is amended to read:
(3) "response action contractor™ means

(A) & person who enters iInto a response action con—
tract with respect to a release or threatened release of a haz—
ardous substance and who 1is carrying out the contract, including

a cooperative organization £fortned to maintain and supply response

equipment and materials that enters Into n response action cor.-

tract relating to a release or threetened release; and



the control, of a perron described 1in (A) of this paragraph r.o
preside services related to the response action contract.
* Sec. -8. AS 46.04.020(e) i:i amended to road:

(e) The department shall enter into negotiations ror memoranda
of understanding or cooperative agreements with té&e United States
Coast Guard, the United States Environmental Protection Agency, and
other persons 1in order to

€D facilitate coordinated and effective oil di
prevention «nd response iIn the state, including agreements relating co
development and enforcement of ~n»sssel traffic control nr.d monitoring
aystoms for tank vessels end, oil barges operating iIn or near the
waters of the atato;

(2) provide for cooperative review of oil discharge preven—
tion and contingency plans submitted to the department under AS 46.-
04.030;

(3) provide for cooperative inspections ;£ oil terminal
facilities by the department and the United States Coast Guard or
United States Environmental Protection Agency; and

()] provide for cooperative oil discharge notification
procedures.

* Sec. 9. AS 46.04.030 is emended to read:

Sec. 46.04.030. OIL DISCHARGE PREVENTION AND CONTINGENCY PLANS,
(@) A person may not cause or permit the operation of an oil terminal
facility in the state unless an oil discharge prevention and contin—
gency plan for the facility has been approved by the department and
the person 1is in compliance wiih the plan [. THE DEPARTMENT IS THE
ONLY STATE AGENCY WHICH HAS THE POWER TO APPROVE AN OIL DISCHARGE



13:

27 |!

28

rhe operation of x pipeline or nn rOFFSHORE) ovploration or mmproduction
facility in the state unless an oil discharge prevention and contin—
gency plan for the p finline or facility has beer, approver! bv the
denaremeut >.nd rhe person is in compliance with the plnn.

(© incept n3 provided in (r.) ov this eeretion, a [A] person may
not operate a_ tank vessel or an oil barge within the waters of the
sta.tg, cr cause or permit rhe transfer of oil to or from a tank vessel
or T, OR, AFTER JANUARY 1, 1931, TO CR FROM] an oil barge, unless an
oil discharge prevention and contingency plan ."or the tank vessel cr
oil baree has been approved bv the dp.pattment .ire! the person 1is 1in
NiaffPligr.ca -wmith the plan [EXCEPT FOR PROSECUTIONS UNDER AS 46.03.-
790(b), IT IS NOT A DEFENSE TO AM ACTION UBCUGUT FOR VIOLATION OF TUTS
SUBSECTION THAT THE PERSON CHARGED 3ELTEVED THAT A CURRENT OTL DIS—
CHARGE CONTINGENCY PLAN FOR THE TAKE VESSEL OR OMJI, 3ARGE HAD BEEN
APPROVED BY THF. DEPARTMENT].

(d) Upon approval of a nortlngency plan, te, denartr.ent shall
issue to the olsrs holder « certificate stating that the contingency
pl.rn  hap btte.n approved bv the jieparf.aent. The certificate must in—
clude the name of the ~acility, pipeline, tank vessel. or oil barge
for which it in issued, theeffective date of the contingency plan,
and the date by which thecontingency plan must be oubtaitted for
renewal. A [AN OIL DTSCHAP.GE) contingency plan must be submitted for
renewal [RENEWED AT LEAST] every three years.

(e) The department way attach reasonable terms and conditions to
Its approval or modificationof a (AK OIL DTSCHAP.GE] contingency plnn
that the department [VIHICILI IT] determines are necessary to ensure
[INSURE] that the applicant for a [AK OIL DISCHARGE] contingency plan
has access to sufficient resources to protect environmentally senei-

rive areas and to contnin, clean up, and mitigate potential oil



plan "eid the deficiency matariallv afreeZu the ealar. holder*a response
capnbilll—.

e (g9) Failure of a bolder of rn cnprcvou or ;r:odifird [PIT, DIS—
CHARGE] contingency®™ plan to comolr with the plan, or ro h.ivs access to
the punlitv or quantity of resources identified iu the plan or (AM3,
IN THF. EVENT OF A SPILL,] to respond with those resources within the
shortest ocssibl e [FEASIBLE] time In the event of a spill 1s a vio—
lation of this chapter ”6r purposes «f AS 46.03.790(a), 46.03.765,
46.03.790, and any other applicable law. T.f the holder of an approved
or modified [OIL DISCHARGE] contingency plan I~ils to respond ro and
conduct cleanup operations of n* unpermitted discharge of crude oil
with the quality and quantity of resources lIrier.t: fieri in the plan end
in a manner required under the plan, the holder 1is ctrictlv liable,
ioirtiy and severally, "or the civil penalty ascessed under AS 46.03.-
759. 46.03.7550r 46.03, 760 against any other person for that dis—
charge.

Sec. 10. AS 46.04.030 in amended by adding new subsections to read:

Ci The department .r the onlv state agency that has the power
to approve, modify, or revoke a contingency plan lor the purposes of
this section. The department shall exercise its power under this
section in a timely manner. Except for prosecutions under AS 46.03.-
750(b) and except as provided in (1) of this section, it is not a
defense to an action brought for a violation of (@) - (c¢) of this
section that the person charged believed that a current contingency
plan had been approved by the department.

) It is a defense to an action brought for s violation of

c) of this section that the person charged relied on * eertifi-
cate of approval issued b/ the department under (d) of thin section
unless the person knew or had reacou to know at the time of the

-7- SCS CSHB 567(0&G)



alleged violation th.it approval of the plan, hod beer* rev,gkefil or that
the holder of the- plan was not capable of ca'rrying out the pllétrlll.l IIIII

- () Before the department approves or modi:ins a contingency
plan under this section, the department shall provide o copy oV the
contingency pimi to the Department of Fish and Game ~nd to rhe Depart—
ment of Natural Resources for their r<v;pw. The department shall by
regulation establish the procedures and time [limit? applicable to
ngenc* review of contingency plena.

(9] Except as provided in (m) and (o) of this section, the.
holder of an approved contingency plan required under this secotion
shall maintain, or have available under contract, 1in 1its region of
operation or 1in another region of operation unproved by the depart—
ment, singly or 1in conjunction with other operators, sufficient oil
discharge containment, storage, transfer, and cj.eenup equipmerc,
personnel, and resources to meet the following response planning
standards:

(1) for a discharge from an oil terminal, facility, the plan
holder shall plan to be able to contain or control, and clean up a
discharge equal to the capacity of the largest oil storage tank at the
facility within 72 hours, except that i1f the department determines
that the facility is located in an area of high rick because of natu—
ral or man-made conditions outside of the facility, it may Iincrease
the volume requirement under this paragraph so that the. contingency
plan must be designed for a response that 1s greater in amount than
the capacity of the largest oil storage tank at the facilit*}

@) for a discharge from p.n exploration or production,
facility or a pipeline, the plan holder shall plan to be able to
contain or control, end clean up the realistic maximum oil discharge
within 72 hours?
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(3) for a discharne of crude oil from 4 tank vessel nr oil
barge, the plan holder shall pinr to b= able to contain or control,
and eclean up a ratlintic maximum oil discharge v- orovideri It (A),
(S) , and (C) of this paragraph:

(A) for "ranl:vessels and o1l barges having n cargo
volume of less than 50C,00C barrels, the plan holder shall main—
tain at aminimum in the region of operation, equipment, person—
nel, and other resources sufficient to contain or control, and
clean up a 50,0G0 barrel discharge within 72 hours?

€)) cor tank vessels and oil bargeahaving a cargo
volume of 500,000 barrels cr more, the plan holder shall maintain
at s minimum 1in its region of operation, equipment, personnel,
and other resources sufficient to contain or control, and clean
up a 300,G00 barrel discharge within 7< hours?

<C) in 1iddition to rhe minimum equipment, personnel,
and other resources required to be maintained within the region
of operation by (A) or (3) of this paragraph, a plan hnlder shall
maintain, either within or outside of the plan holder®s region of
operation, additional equipment, personnel, and other resources
sufficient to contain or control, and clean up arealistic maxi—
mum discharge within the shortest possible time? the plan holder
must demonstrate that the equipment, personnel, and other re—
sources maintained outside the plan holderln region of operation
are accessible to the plan holder and will be deployed and op—
erating at the discharge atto within 72 hours?

(4) for a discharge from a tank vessel cr oil barge carry—
ing noncrude oil in bulk as cargo, the plan holder shall plan to be
able to contain or control 15 percent of Che maximum capacity of Che
vessel or barge or the realistic maximum oil discharge, whichever 1o

SCS CSHB 567 (0&G)
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greater, within Aft hours and clean up the discharge within the ;hort
est pcGsible tin:? consistent with minimising damage to the environ
mont;

(€)) for j discharge subject to the provisions of (1)
of this subsection that enters a receiving environment other than open
water, the time requirement for clean up of the portion of the dis—
charge that enters the receiving environment may, 1In the department ™
discretion, Dbe within the shortest noasibla time consistent with
minimizing damage to the environment.

(@) The provisions of (k) of this section do not constitut
cleanup standards that musr be met by the holder of a contingency
plan. Sotrvlthntanding (k) of this section, rsilitre to remove a dis—
charge within the time periods ret out in (k) of this section dees not
constitute failure to comply with a contingency plap for purposes of
(g) of this section or -"or the purpose of 1imposing administrative,
civil, or criminal penalties under any other *aw.

(.) when considering whether to approve cr modify a contingency
plan, the department may consider evidence that oil discharge preven—
tion measures such as double hulls cr double bottoms on vessels or
barges, secondary containment svsterms, hydrostatic testing; enhanced
veseel traffic systems, or enhanced crew or staffing levels have been
implemented, and, 1in its discretion, may make exceptions to the re—
quirements of (k) of this section to reflect the reduced risk of oil
discharges from the facility, pipeline, vessel, cr barge for which the
plan i1s submitted or being modified.

(n) A tank vessel or oil barge that is conducting, or 1ia avail—
able only for conducting, oil discharge response operations is exempt
from the requirements of (c) of this section if the tank vessel or oil
barge has received prior approval of the department. The department
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may approve exemptions under this subsection upon application and
presentation of Information required bv the dep irtm~nt.

e (0) A holder or an approved contingency plan does nor violate
rhe terms of the. contingency plan by furnishing; to another plan hold—
er, vith the approval ov the department, equipment, materials, or
personnel to assist the other plan holder in a response tc an oil
discharge The plan holder shall replace or return the transferred
eqttinment, materials, a.td personnel rs soon as feasible. The depart—
ment shall by regulation determine the maximum amount of equipment,
materials, or personnel _.aid the maximum amount of time for which it
will approve a transfer.

(p) In this section,
D "contingency plan”™ mean® an oil discharge prev
and contingency plan required under this section;
(? "in compliance vith the plan" mear.a, with respect cc a -
contingency plan, to

(A) establish and carry out procedures 1identified in
the plan as being the rerponsibilitv of the holder of the plan;

(B) have access to and have on hand rhe quantity and
quality of equipment, personnel, ar.d other resources identified
as being accessible or on hand in the plan;

(C) fulfill the assurances ecnoused in the plan in the
manner described in the plan;

(D) comply with terms ar.d conditions attached to the
plan by the department under the authority oi* («*) of this sec-
tion;:)and b R o

(E) successfully demonstrate the ability to carry out
the plan when required by the department under (a) of this sec-

tionj
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(©)) "realistic mir.i-jmir oil discharge"” means the maxin
wort deranging oil discharge chat the department eetimstes could occur
durian: the Ulifetime of the facility or pipeline based on the size,
location, and capacity of the facility ,r pipelinej on the depart—
ment"s knowledge and »otperience with the facility or pipeline or with
similar facilities or pipelines; and on the department ™ analysis of
possible mishaps at the facility or pipeline or at similar facilities
or pipelines;

A "region of operation,””with respect to the holde
contingency plan, means the area where rhe operations of the holder
that require a contingency plan are. located, the boundaries of which
correspond to the regional boundaries established by the commissioner
ror regional master planning purposes under AS AG6.0A.21fl.

* Sec. 11. AS A6.0A.0AOfa) 1is amended ro read: J

(a) A person nay r.ot cause nr permit the operation of an oil
terminal facility ir: the state unless the person has furnished to the
department, and the department has approved, proof of financial abil—
ity to respond in damages. Proof of financial responsibility required
for a crude oil terminal 1is 350,000,000 per incident. Proof of finan—
cial responsibility required for a noncruue oil terminal is $25. per
incident, for each barrel of total noncrude oil storage capacity at
the tcrmiual or [WHICH HAS BEEN ACCEPTED BY TKE DEPARTMENT. ABILITY
TO RESPOND IN DAMAGES NEED NOT EXCEED $50,000,000 RUT MUST BE IN AN
AMOUNT (1) NOT LESS THAN 510, PER INCIDENT, FOR EACH RAREEI. OF STORAGE
CAPACITY AT THE OTL TERMINAL FACILITY? OR (2>] 01 .000,000, whichever
is greater, subject to a maximum of 550,000.000. For purposes of this
subsection, an oil terminal fucili.ty that stores both crude oil, and
'n.oncrude oil is‘.su’biect to the financial responsibility requiremeni{fslu
applicable to the type of facility that corresponds to the type of oil

SCS CSHB 567 (0&G) -12-



]

storage that predominates at. rhe rAc.ilir,”. However, 1f the racilitv
stores more r.or.crudc oil than crude nil, the $35 p*r incident, per
barrel requirement of this subsection applies to each barrel of oil
storage onpacity at the Cac:lif,f.

AS 46.0A.040(h) 1s amended to read:

(b) A FAFTER JULY 1, 1031, A] person may r.ot enure permit the
operation of 3 pipeline »r an [OFFSHORE] swrnloratiers cr production
facility in the state unless the person has rumishect to the depart—
ment, anct the department has approved, proof of financial ability to

Arnoi cf
financial responsibility required for a aipelin.-a or an offshore orplo—
retion nr production facility 1is 550,000,000 [MAY NOT ?E LESS THAN
$35,000,000] per incident, Proof of financial responsibility r-quired
for an onshore production facility $20,000.000 per incident, Proof
of financial responsibility required for an onshore exploration "~acil-
ity Jj} $5,000,000 per incident.

* Sec. 13. AS 46.04.0*0(c) 1is amended to read;

(© Kxcept as provided in (m) of this section. a [A] person m:
not operate a tank vessel or an oil barge within the waters of the
state, or cause or permit the transfer of oil to or from s tank vessel
M or [, AFTER JANUARY 1, 1981, TO OR FROM] an oil barge, unless the
person operating the tank vessel or oil barge has furnished to the
department, and the department has approved, proof of financial abil—
Ity to respond in dameges. ?roof of financial responsibility required
under this subsection Is

(11 $300. per incident, for each bnrrel of storage capacity
or $100,000.000, whichever is greater, for n tank vessel or barge
carrying crude oil;

(2) $100, per incident, for each barrel of storage capacity

SCS CSHB 567 (0&G)
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or $1,000,000, whichever is greater, subiect to a maximum of
$35,000,000, for a tank vessel or barge carrying noncrude oil (RESPON-
SIBILITY FOR THE TANK VESSEL OR BARGE HAS BEEN ACCEPTED BY THE DEPART —
MENT. FINANCIAL RESPONSIBILITY UNDER THIS SUBSECTION SHALL BE IN THE
FOLLOWING AMOUNTSj

(1) FOR A TANK VESSEL OR OIL BARGE INVOLVED IN THE TRANS—
PORTATION OF TRANS-ALASKA PIPELINE OIL, THE AMOUNT REQUIRED BY THE
FEDERAL MARITIME COMMISSION UNDER 43 U.S.C. 1653(c)(3) (SEC. 204
(c)(3), TRANS-ALASKA PIPELINE AUTHORIZATION ACT) j

(2) FOR ANY OTHER OIL BARGEY THE AMOUNT REQUIRED BY SEC. -
311(p)(1) OF THE CLEAN WATER ACT, OR $1,000,000, WHICHEVER 1S GREATERI

3 FOR ANY OTHER TANK VESSELS, THE AMOUNT REQUIRED BY
SEC. 311 (p) (1) OF THE CLEAN WATER ACT, OR $20,000,000,WHICHEVER IS
GREATERL.

* Sec. 14. AS 46.04.040(d) 1is amended to read:

(d) Except for prosecutions under AS 46.03.790(b) and except aa
provided in (k) of this section, it is not a defense to an action
brought for violation of (@) - (¢) Tf(c)] of this section that the
person charged believed in good faith that proof of financial ability
to respond in damages had bean furnished to, and approved by, the
department (THE VESSEL OPERATOR POSSESSED PROOF OF FINANCIAL RESPON-—
SIBILITY ACCEPTED BY THE DEPARTMENT].

* Sec. 15. AS 46.04.040(e) 1s amended to read:

(e) Financial responsibility may be demonstrated by (1) self-
insurance, (2) 1insurance, (3) surety, (4) (CR1 guarantee, (5) letter
of credit approved by the department, or (6) other proof of financial
responsibility approved by the department, including proof of finan—

cial responsibility provided bv a group of insureds who have agreed to t

SCS CSHB 567(0&G)



discharges from the facility or vessel as provided In (V.) cf this sec—
tion, and to ensure that the applicant complies vith the contingency
plan, rWITHIN THE SHORTEST WSI3T.E TIME). The [OIL DIFCHARGE) contin—
gency ulan must provide -"or the use [OF THE BEST AVAILABLE TECHNOLOGY)
bv the. applicant of :ho best technology that was available at the time
the contingency plan was submitted or renewed. The department ma.v
require an applicant or holder of nn approved contingency plan to take
steps oeceysarv to demonstrate its ability to carrv out the contingen—
cy plan, including

(1) period!c trair.ina;

(?) response team exercisesj and

3) verifying access to inventories of TAVAILABLE] e
ment, supplies, and personnel 1identi;i”d as .-.vnilubla in the approved
contingency plan. N

(f) Upon request of a plan holder or on tha deoartmentfo ovn

.initiative, the [THE] department, after notice end opportunity tor
hearing, mav modify 1its approval of a [AN OIL DISCHARGE] contingency
plan 1f the department [IT] determines that a change has occurred 1in
the operation of a facility f, MARINA) or vessel necessitating an
amended or supplemented plan, or the operator®s dlncharge experience
demonstrates a necessity for modification. The department, after
notice and opportunity for hearing, asav revoke its approval of a (AN
OIL DISCHARGE] contingency plan i1f the department [IT] determines that

i 1~ 3ioon o\ i »

"> the operator does not have access to the quality or
quantity of resources identified in the plan; (OR)
(3 a term or _condition of approval or modification has

been violated; or
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department may prescribe. 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) [OR TO j

. , - et o
COLLECT PENALTIES IMPOSEDUNDER AS 46.03.759] may be  brought, in a]

ttv
state court directly against the insurer, the group, or another person
providing evidence of financial responsibility. The applicant, and an
insurer, surety, [OR] guarantor, person furnishing an approved letter
of credit, or other group or person providing proof of financial
responsibility approved by the department shall appoint an agent for
service of process in the state. For purposes of this subsection, an
[AN] Insurer, other than a group of insureds whose agreement has been
approved by the department, must either be authorised by the Depart—
ment of Commerce and Economic Development to sell 1insurance in the
state or be an unauthorized insurer listed by the Department of Com—-\
merce and Economic Development as not disapproved for use 1in the ]
state. 4

* Sec. 16. AS 46.04.040(f) 1s amended to read: |

(f) Acceptance of proof of financial responsibility expires

(1) one year from its issuance for self-insurance*

(2) on the effective date of a change in the surety bond,
guarantee, [OR] insurance agreement, letter of credit, or other proof
of financial responsibility* or

(3) on the expiration or cancellation of the surety bond,
guarantee, [OR] 1insurance agreement, letter of credit, or other proof
of financial responsibility. N

* Sec. 17. AS 46.04.040(g) 1is amended to read:
(@) The person whose proof of financial responsibility 1is ac—
cepted by the department under this section shall notify thedepart-
ment at least 30 days before the effective date of a change, expire-I

tion or cancellation 1in the surety bond, guarantee, [OR] 1nsurance

IS
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agreement, letter of credit, or ocher proof of financial reaponslbil
Itv. Application for renewal of acceptance of proof of financial
responsibility under this section must be filed at least 30 days
before the date of expiration.

Sec. 18. AS 46.04.040 1is amended by adding new subsections to read:

(J) Upon acceptance and approval of proof of financial responsi—
bility under this section, the department shall issue tc the applicant
a certificate seating that the state> financial responsibility re—
quirements have been satisfied. The certificate must include the name
of the facility, pipeline, tank vessel, or oil barge for which it is
iIssued and the expiration date of the certificate.

(k) It 1s a defense to an action brought for violation of (@) -
(c) of this section that the person charged relied on a certificate of
approval Issued under (J) of this section unless the person knew or
had reason to know at the time of the alleged violation that the
approval had been revoked or was expired.

(1) notwithstanding the requirements of (e) of this section, the
applicant may provide evidence of financial responsibility provided by
an insurer or other person who does not agree to be subject to direct
action iIn state courts or to appoint an agent for service of process
if

(1) the department is satisfied that the insurance or other
form of financial responsibility covers judgments under the statutes
listed in (e) of this sectionj -

(2) the applicant provides proof of $50,000,000, or the
amount required by (@) - (¢) of this section, whichever 1is less, in
Insurance or other form of financial responsibility that meets

requirements of (e) of this sectioni and



Chat insurance or other form of financial responsibility that meets
the requirements of (e) of this section is not available in greater

amounts. 4

Tk,

. A7$
able only for conducting, oil discharge response operations is exempt

(m) A tank vessel or oil bar%g that 1s conducting, or 1is avail-
o r % "’_) *

from the requirements of (c¢) of this section if tha tank vessel or oil
barge has received prior approval of the department. The department
may approve an exemption under this subsection upon application and
presentation of information required by the department.

Sec. 19. AS 46.04 is amended by adding a new section to t-ead:

Sec. 46.04.045. ADJUSTMENT OF DOLLAR AMOUNTS. (@) The dollar
amounts in AS 46.04.040 change, as provided in this section, according
to and to the extent of changes 1in the Consumer Price Index for all
urban consumers for the Anchorage metropolitan area compiled by the
Bureau of Labor Statistics, United States Department of Labor (the
index). The i1ndex for January of the year in which this section
becomes effective 1s the reference base index.

(b) The dollar amounts change on October 1 of each third year
according to the percentage change between the index for January of
that year and the most recent 1index used to determine whether to
change the dollar amounts. After calculation of the nav amounts, the
resulting amounts shall be rounded to the nearest cent.

(c) If the 1index is revised, the percentage of change is cal—
culated on the basis of the revised index. If a revision of the index .
changes the reference base index, a revised reference base index 1is
determined by multiplying the reference base index applicable by the
rebasing factor furnished bv the United States Bureau of Labor Statis-
tics. If the index is superseded, the index referred to In this aec- "

ohé. represented by t%éllBureau of Labor Sta€1§¥ﬁcs as
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reflecting most accurately changes in the purchasing power of the
dollar for Alaskan consumers.

(d) The department shall adopt a regulation announcing

(1) on or before June 30 of each third year, the changes in
dollar amounts required by (b) of this section* and

(2) promptly after the changes occur, charges in the index
required by (c) of this section, including, if applicable, the numer-
ical equivalent of the reference base index under a revised reference
base index and the designation or title of any Index superseding the
index.

(e) The department shall also provide notification of a change
in dollar amounts required under (b) of this section to the clerks of
court in each judicial district of the state.

* Sec. 20. AS 46.04.050 i3 amended to read:

Sec. 46.04.050. EXEMPTIONS. The provisions of [BECAUSE OF THE
RESTRICTED NATURE OF THE OPERATIONS AND THE MINIMAL DANGER TO THE
ENVIRONMENT POSED BY THE ACTIVITIES,] AS 46.04.030, 46.04.040x and
46.04.060 do not apply to an oil terminal facility that has ar. effec-
tive storage capacity of less than 5,000 [10,000] barrels of crude oil
or lesc than 10,000 barrels of noncrude oil.

* Sec. 21. AS 46.04.060 is amended to read:

Sec. 46.04.060. INSPECTIONS. In addition to other rights of
access or inspection conferred upon the department by law or other-
wise, the department may at reasonable times and in a 3afe manner
enter and inspect oil [OIL] terminal facilities, pipelines, [OFFSHORE]
exploration and production facilities, tank vessela, and oil bargee in
order TARE SUBJECT TO INSPECTION BY THE DEPARTMENT] to

£22 ensure compliance with the previsions of this chapterx

or
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rity and the operating and mechanical systems of those vessels,
barges, pipelines, and facilities by federal and state agencies vith
jurisdiction.

Sec. 22. AS 46.04.060 is amended by adding a new subsection to read:

(b) When the department determines that no federal or state
agencies with jurisdiction are performing timely and adequate inspec—
tions of an oil terminal facility, pipeline, exploration or production
facility, tank vessel, or oil barge, it may perform its own inspection
of the structural integrity and operating and mechanical systems of a
facility, pipeline, tank vessel, or oil barge by using personnel with
qualifications in the areas being inspected.

Sec. 23. AS 46.04.200 is amended to read:

Sec. 46.04.200. STATS MASTER PLAN. (@) The department 3hall
prepare and annually review and revise a statewide master oil and
hazardous substance discharge [AND] prevention and contingency plan.

(b) The state master plan prepared under this section must

(1) cake into consideration the elements of an oil dis—
charge prevention and contingency plan approved or submitted for
approval under AS 46.04,030*

(2) clarify and specify the respective responsibilitieg*of
each of the following in the assessment, containment, and cleanup of a
catastrophic oil discharge or of a significant discharge of * hazard—
ous substance into the environment of Che state:

(A) agencies of the state*
(B) municipalities of the state*
(C) appropriate federal agencies*

(D) operators of facilities™* ~
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be affected by the oil or hazardous substance discharge* and.
(F) other parties 1identified by the commissioner as
having an interest in or the resources to assist in the contain—
ment and cleanup of an oil or hazardous substance discharge*
(3) specify the respective responsibilities of parties
identified in (2) of this subsection in an emergency response* and
(4) i1dentify actions necessary to reduce the likelihood of
catastrophic oil discharges and significant discharges of hazardous
substances.
(©) In preparing and annually reviewing the state master plal
the commissioner shall
(1) consult with municipal and community officials, and
with representatives of affected regional organizations*
(?) submit: the draft plan to the public for review and
comment*
() submit to the legislature for review, not later than
the 10th day following the convening of each regular session, the plan
and any annual revision of the plan* and
(4) require or schedule unannounced oil spill drills to
test the sufficiency of an oil discharge prevention and contingency
plan approved under AS 46.04.030 or of the cleanup plans of a party
identified under (b)(2) of this section.
Sec. 24. AS 46.04.210(a) 1s amended to read:
(@ For any region of the state, the boundaries of which al
determined by the commissioner by regulation, 1in which the department
Is required to review and approve an oil discharge prevention and
contingency plan submitted by a person under AS 46.04.030, the depart-

raent shall prepare and annually review and revise a regional master -



* Sec. 25. AS 46.04.900(8) 1s amended to read:
) "[OFFSHORE] exploration [OR PRODUCTION] facility

a platform, vessel”™ or other facility used to explore for [OF PRODUCE]
hydrocarbons in or on the waters of the state or in or on land in the
state* the term does not include platforms or vessels used for strati-
graphic drilling or other operations that [WHICH] are not authorised 1
or intended to drill to a producing formation*

* Sec. 26. AS 46.04.900(15) 1s amended to read:

(15) "tank vessel™ means a self-propelled waterborne vessel
that 1i1s constructed or converted to carry liquid bulk cargo it tanks
and includes tankers, tankships, and combination carriers when carry—
ing oil* the terra does not 1include vessels carrying oil in drums,
barrels, or other packages, or vessels carrying oil ac fuel or stores
for that vessel*

* Sec. 27. AS 46.04,900 is amended by adding new paragraphs to read:

(18) "pipeline” means the facilities, 1including piping,
compressors, pump stations, and storage tanks, used to transport crude
oil and associated hydrocarbons between production facilities or from
one or more production facilities to marine vessels*

(19) “"production facility” means a drilling rig, drill site,
flow station, gathering center, pump station, storage tank, well, and
related appurtenances on other facilities to produce, gather, clean,

dehydrate, condition, or store crude oil and associated hydrocarb8%§_

!
in or on the water of the state or on land in the state, and gathering’1
and flow lines used to transport crude oil and associated hydrocarbons
to the inlet of a pipeline system for delivery to a marine
refinery, or other production facility.

Sec. 28. AS 46.08.040 is amended to read
“21- SCS CSHB 567(0S6)
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Sec. 46.08.040. PURPOSES 07 THE FUND. The commissioner may use

money from the fund to

D) investigate and evaluate the release or threatened
release of oil or a hazardous substance, and contain, clean up, and
take other necessary action, such as monitoring and assessing, to
address a release or threatened release of oil or a hazardous sub—
stance that poses animminent and substantial threat to thepublic
health or welfare, orto the environment?

(2) payall costs incurred

(A) to establish and maintain the oil and hazardous
substance response office and for the expenses of the oil and
hazardous substance response corps and the oil and hazardous
substance response depots established by that office?

(B) to review oil discharge prevention and contingency
plans submitted under AS 46.04.030?

(C) to conduct training, response exercises, 1iInspec—
tions, and tests, 1in order to verify equipment 1inventories and
ability to prevent and respond to oil and hazardous substance
release emergencies, and to undertake other activities intended
to verify or establish the preparedness of the state, a munic—
ipality, or a party required by AS 46.04.030 to have an approved
contingency plan to act in accordance with that plan* and

(D) to verify or establish proof of financial respon—
sibility required by AS 46.04.040* n

(3) provide matching funds for participation in federal oil
discharge cleanup activities and under 42 U.S.C. 9601 - 9657 (Compre—
hensive Environmental Response, Compensation, and Liability Act of
1980), [AND] M

(4) recover the costs to the state or to a municipality of
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a containment and cleanup resulting from the release or the threatened mi

release of oil or a hazardous substance”™ [.]

(5) prepare, review, and revise

D)) the state®s master oil and hazardous substance

discharge [AUDI prevention and contingency plan required by

AS 46.04.2001i and

(B) a regional master oil and hazardous substance j

discharge [AND] prevention and contingency plan requi

AS 46.04.210f and

red by

(6) restore the environment by addressing the effects of an

oil or hazardous substance release.
* Sec. 29. AS 46.08.060(a) is amended to read:

(a) The commissioner shall submit a report to the

legislature

not later than the 10th day following the convening of each regular

session of Che legislature. The report may include i1nformation con—

sidered significant by the commissioner but must include:

(1) the amount of money expended under AS 46.08.040

the preceding fiscal year!

during

(2) the amount and source of money received and money

recovered during the preceding fiscal year as specified in AS 46.08.-

AAA
020 f

Vg

@B) a summary of municipal participation 1in responses

funded by the fundi

4) a detailed summary of department activities

in re-

sponsea funded by the fund during the preceding fiscal year* including

response descriptions and statements outlining the nature

of the

threat* 1in this paragraph, "detailed”” includes Information describing

each personal services position and total compensation for that post-*

t-ion, each contract in excess of $20,000, and each purchase in

112

excess



of $10,000; and

(5) the projected cost for the next fiscal year of m
ing, operating, and maintaining sites where response has been com—
pleted or i1s expected to be continued during the fiscal year.

* Sec. 30. SURVEY OF SMALL NONCRUDE OIL TERMINAL FACILITIES. (a) By
January 31, 1992, the Department of Environmental Conservation shall sur—
vey, 1inspect, and prepare an inventory of noncrude oil terminal facilities
in the state with an effective storage capacity of 5,000 to 10,000 barrels
in order to determine for each facility

(1) Its actual storage capacity;
(2) the type of noncrude oil products scored;
(3) its age, design, construction, and general condition;

(4) the design and construction standards applicable or rele—

vant;

(5) the presence or absence of containment structures and equip-
sent |

©) itsability to respond to a release or threatened release;

@) the environmental sensitivity of the surrounding area and
the potential risk to the environment if a release occurs;

@) the presence or absence of surface and subsurfacepipelines

and storage tanka; and
(9) other appropriate information.

(b) By January 31, 1992, the Department of Environmental Conservation
shall report to the legislature the results of the survey required under
(@ of thissectionand 1ts written recommendations concerning discharge
prevention and contingency requirements or design review requirements that
should be enacted for noncrude oil terminal facilities with storage capac—
ities of less than 10,000 barrels.

(c) upon completion of the survey required under (a) of this section
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the Department of Environmental Conservation may

(1) notify each facility of the results of the facility's in—
spection; and

(2) provide each facility with recommendations and technical
assistance concerning identified deficiencies.

(d) The Department of Environmental Conservation may conduct the
inspections required under this section notwithstanding the provisions of
AS 46.C4.050. The department shall conduct the inspections at reasonable
times.

* Sec. 3l. STUDY RELATING TO NONCRUDE OIL TANKERS AND BARGES
July 1, 1991, the Department of Environmental Conservation shall conduct a
study and report to the legislature 1ts recommendations concerning the
following issues related to oil discharge prevention and contingency plan—
ning for tank vessels and oil barges carrying noncrut*e oil in bulk as
cargo:

(1) appropriate locations for regional response depots, based on
an assessment of historical evidence of where noncrude nil dischargea 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;

€)) requirements for personnel and equipment that should be
imposed on contingency plan holders;

(4) appropriate roles for industry and state and local govern—
ments in the purchase, ownership, and positioning of discharge response

efforts.
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12

14

this Act, regardless of whether the contingency plan is due for renewal

under AS 46.04.030(d), as amended by sec. 9 of this Act.

(b -The amendments to AS 46.04.040, made by secs. 11 - 18 of this

Act, do not apply to persons required to show proof of financial respon—
sibility until June 1, 1991. On and after June 1, 1991, proof of financial

responsibility must comply with AS 46.04.040, as amended by secs. 11-18

of this Act, regardless of whether acceptance of proof of financial respon—
sibility has expired under AS 46.04.040(f), as amended by sec. 16 of this

Act.

* Sec. 33. This Act cakes effect immediately under AS 01.10.070(c).

g mm = 1o -if:/



5/8/90

SECTIONAL ANALYSIS
SCS €S HB 567 (Ol & Gas)

Section 1 - Local Governments and Vessel Traffic Control

Allows a municipality to enter into agreements with the U.S. Coast Guard, the EPA
and other persons to develop and enforce vessel traffic control and monitoring
systems for oil tank vessels and barges.

Section 2 - Penalty Multiplier for the Discharge of Oil

Adds language to include prevention requirements in contingency plans.
Section 3, 4,5, 6 & 7 - Response Action Contractors

Provides for the limitation of liability of response action contractors.

Section 8 - Cooperative Agreements for Vessel Traffic Control in State Waters

Allows DEC to enter into agreements with the U.S. Coast Guard, the EPA and other
persons to prevent oil discharges and develop and enforce vessel traffic control and
monitoring systems for tank vessels and barges.

Section 9 - Implementation of Prevention and Contingency Plans

Requires that persons may not operate a tank vessel or oil barge unless they have
and are in compliance with a prevention and contingency plan. Amends language
in present law to clarify that a prevention and contingency plan provide for the best
available technology at the time the plan was submitted or renewed. Failure to
respond to a spill in the "shortest possible time" is a violation of the chapter. Holder
of a plan may request, or the department may make on its own initiative,
modifications to a plan upon a determination that a change has occurred in the
operation of a facility of that the operators discharge experience demonstrates the
need foi change. Certificates will be provided to plan holders upon approval of the
plan by the department. These certificates may be relied upon unless a person knows
or has reason to know that the plan was revoked or the plan holder was cut of
compliance.

Section 10 - Contingency Plan Approvals
Provides DEC with state authority to approve, revoke or modify or contingency

plans. Provides opportunity for Fish and Game and DNR to comment on
contingency plans. Requires that DEC exercise its powers in a timely manner.

IRA



Provides that it is a defense to rely on a certificate issued by the department unless a
person knows or has reason to know that the plan was revoked or the plan holder
was not capable of carrying out the plan.

Requires an applicant for a contingency plan to plan for the clesin up of a discharge.

Requires that an oil terminal facility plan must provide for containment or control
and clean up of a discharge equal to the largest tank at the facility within 72 hours.

Requires that exploration or production facility or pipeline contingency plans
provide for containment or control and clean up to the realistic maximum
discharge within 72 hours.

Requires that an oil tank vessel or barge plan to have resources within the region of
operation to contain or control and clean up within 72 hours, in the case of vessels
larger than 500,000 barrels, a 300,000 barrel discharge and, in the case of vessels
smaller than 500,000 barrels, a 50,000 barrel discharge. Additionally, the plan holder
shall demonstrate access to other equipment located within or outside the region of
operation, and the ability to have that equipment deployed at the discharge within
72 hours, necessary to accomplish containment and clean up of the maximum
realistic discharge within the shortest possible time.

For a non-crude tank vessel or barge, the contingency plan must provide for
containment and control of 15% of the maximum capacity of the vessel or barge or
the realistic maximum oil discharge, whichever greater, within 48 hours and clean
up the discharge within the shortest possible time consistent with minimizing
damage to the environment.

In the case of discharges into a receiving environment other than open water, the
time requirement for clean up may, in the department's discretion extend beyond 72
hours. Failure to actually remove oil within the 72 hours does not constitute a
failure to implement a plan properly. Defines "in compliance with the plan,”
"maximum realistic discharge" and region of operation.” When considering
whether to approve or modify a plan, the department may give credit for
preventive measures such as double hull, double bottoms, secondary containment.
Vessels that are used only for response operations can be exempted from the
contingency planning requirements with prior approval of the department.
Provision made for a plan holder, with departmental approval, to furnish
equipment and resources to another plan holders in a response.

Requires that DEC approve or disapprove contingency plans within 65 days.
Section 11 through 13 - Amount of Financial Responsibility Established

(see attached chart)



It is not a defense from the financial responsibility requirement to argue that the
person believed they had satisfied the financial responsibility requirements.

Section 15 - Methods to Demonstrate of Financial Responsibility

Methods for establishing financial responsibility include: self-insurance, insurance,
surety, guarantee, letter of credit or "other proof of financial responsibility"approved
by the Department. Allows use of "protection and indemnity clubs.”

Section 16 and 17 - Conforming Amendments/Letter of Credit
Conforming amendments providing for use of letter of credit.
Section 18 - Certificate for Proof of Financial Responsibility

Provides that the department will formally acknowledge a determination of
financial responsibility with a certificate of approval from the department
acknowledging that the proof requirement has been satisfied. It is a defense to rely
on a certificate of approval issued by the department unless a person knows or has
reason to know that the approval had been revoked. Adds language that allows use
of P&I's and exempts them from direct action requirements if the department is
satisfied with the coverage, there is at least $50,000,000 in coverage and that there is a
mom affidavit provided that the required coverage is not otherwise available,
barges ur t?nk vessels that are conducting or available for conducting response
operations are exempt from these requirements subject to departmental approval.

Section 19 - Financial Responsibility and the CPI

Adjusts the financial responsibility requirement with the consumer price index
every three years.

Section 20 - Small Facility Exemption

Exempts crude oil terminal facilities smaller than 5,000 barrels and non-crude oil
terminal facilities smaller than 10,000 barrels from the contingency planning and
financial responsibility requirements.

Sections 21 and 22 - Facility Inspections

Authorizes DEC to participate in the examination of vessels, barges, pipelines and
facilities by federal and state agencies with jurisdiction and to independently inspect
oil terminal facilities, exploration and production facilities, tank vessels and barges
only if the department determines that federal or state agencies with jurisdiction are
not performing timely and adequate inspections.



Sections 23 and 24 - Prevention.Language

Includes "prevention" planning in the state's master and regional contingency
plans.

Sections 25. 26 and 27 ~Definitions

Defines an exploration facility, production facility, pipeline and tank vessel.

Section 28 - Use of Oil and Hazardous Substance Release Response Fund

Allows DEC to use money from the Oil and Hazardous Substance Release Response
Fund to review industry contingency plans, conduct training, response exercises,
inspections and tests in order to verify equipment inventories and ability to prevent
and respond to oil and hazardous substance release emergencies and to verify proof
of financial responsibility.

Section 29 - Oil and Hazardous Substance Release Response Fund Reporting

Requires detailed reporting of uses of the Oil and Hazardous Substance Release
Response Fund expenditures for contracts greater than $20,000 and purchases greater
than $10,000.

Section 30 - Survey of Small Non-Crude Oil Terminal Facilities

Authorizes DEC to survey small non-crude oil terminal facilities with storage
capacity of 5-10,000 barrels and report to the legislature with the results of the survey
and make recommendations to the legislature regarding prevention and

contingency requirements that should be enacted for small non-crude oil terminal
facilities.

Section 31 - Study Concerning Non-Crude Tank Vessels and Oil Barges

Requires DEC to study and make recommendation to the legislature concerning the
oil discharge response capabilities relating to non-crude tank vessels and barges.

Section 32 - Transitional Provisions

New planning standards take effect on June 1,1991. New financial responsibility
requirements take effect June 1,1991.

Section 33 - Effective Date

Immediate effective date.



TYPE OF
FACILITY

Crude Oil Terminal!

>10,000 bbl. $1 million up to $50 million @ $10/1=hi, capacity

5-10,000 bbl.

Non-Crude Terminals

None

>10,000 bbl. $1 million up to $50 million @ $10/bM. capacity

5 to 10,000 bbl.

Offshore exploration and
production facilities

None

$35 million

Pipelines Not specifically addressed
Onshore production facilities None

Onshore exploration facilities None

Crude Oil Tank Vessels

and Barges TAPS =$14 million, Non-TAPS = $20 million.

Non-Crude
Qil Tank Vessels and

Barges Tank Vessels = $20 million, Barges = $1 million

TAPS covered for an additional $80 million per vessel.

HB |

$50 m»Vion
$50 mhion

$1 million up to $50 miltion
@ $25/bbl. capacity

None

$50 million
Not addressed
$20 million
$20 million

$500 million

$1 million up to $35 million

@ $100/bbl. capacity

SCS HBM7 (CHftGm)

$50 million
$50 milKon

Same as the
H Finance version

None

$50 mHHon
$50 mHHon
$20 mHHoN
$ S mHHon

$1004 mHHon @ $300/bbl. capacity

Same as the
H Finance version



The Honorable Sam Cotten
Speaker of the House
Alaska State Legislature
P.0O. Box V

Juneau, AK 99811

Dear Mr. Speaker:

Under the authority of art. |I1Il, sec. 18, of the Alaska
Constitution, | am transmitting three bills implementing
recommendations made by the Alaska Oil Spill Commission.

One bill authorizes thegovernor to use the oil and
hazardous substance release response fund, established under
AS 46.08.010, to respond to declared disaster emergencies
under AS 26.23.020(c). The bill also repeals the exception
in AS 46.04.080(a) that requires the Department of
Environmental Conservation (DEC) to perform the duties of
the Division of Emergency Services during a catastrophic oil
discharge. Finally, the bill creates 1in statute the State
Emergency Response Commission, presently established by an
administrative order.

Another bill extensively revises AS 46.03.758 - 46.03.763,
which deals with civil penalties for oil spills. In
general, the bill increases penalties tor spills and
eliminates unwarranted exemptions and defenses.

The third bill strengthens DEC®"s authority .to require
compliance with oil discharge contingency plans. of
particular significance 1is the requirement that applicants
for contingency .plans must maintain sufficient resources to
contain and remove, within the shortest possible time, a
realistic maximum oil discharge. Next, this bill increases
the financial responsibility requirements for offshore oil
exploration and production activities, to guarantee that 1in
the event of another spill, significant financial resources
will exist to compensate damaged parties, including the
state. Finally,, this bill authorizes DEC to 1inspect oil
industry facilities and tankers to guarantee compliance with
contingency plans and to assure structural integrity of the
equipment. . .
Sectional analyses of each bill, describing the bills in
detail, will be provided by my staff. i



morable Sam Cotten

SPil

As you know, the Oil Spill Commission "Executive Summary,"”
issued last month, includes over 50 recommendations.
Through this Jlegislation, as well as other bills already
under consideration by the legislature (House Bill 409,
Senate Bills 359, 421, and 497), most of those
recommendations are being addressed. Furthermore,
additional legislative proposals based upon these
recommendations are still under consideration, and, after
review of the full commission report, just released,
additional proposals might be forthcoming.

The 01l Spill Commission, after extensive study, has
identified several ways for the state to improve its ability
to prevent future spills and to better respond if a serious
bill occurs again. These bills?a-re critical to prevent
another disaster like the Exxop”valLdez spill. I therefore
urge your serious discussion///cons™der®*€ior)y and passage of
these measures.

Governor

trrreeen



plan requirements, financial responsibility—

Sponsor Rules/Governor
Requestor  Senate Oil and Gas

EXPENDITURES/REVENUES:

OPERATING FY 91
PERSONAL SERVICES 665.0
TRAVEL 60.0
CONTRACTUAL 562.0
SUPPLIES 140
EQUIPMENT 700
LAND&STRUCTURES 00
GRANTS,CLAIMS 00
MISCE1LANEOUS 00
TOTAL OPERATING 13710
CAPITAL 00
REVENUE 0.0

FUNDING: (Thousands of Dollars)

GENERAL FUND 0.0
FEDERAL FUNDS 00
OTHER 13710
TOTAL 1371.0
POSITIONS:

FULL-TIME 120
PART-TIME 0.0
TEMPORARY 20

614.0
523
5540
130
65.0
00

00

00
12985

1,2985

00

00
0.0
12985
12985

120
0.0
10

ANALYSIS:  (Attach a separate page if necessary)

Further analysis attached.

Prepared by: Larry Dietrick
Division: Environmental Quality

Approved by Commissioner CLOK
Agency: Environmental Conservatid

Distribution (by preparer) :
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)

Components:

(Thousands of Dollars)

FY 92 FY 93

563.0
450
546.0
120
60.0
0.0

0.0

0.0
1226.0

1226.0

0.0

0.0
0.0
1226.0
1226.0

120
0.0
0.0

Environmental Quality

FY 94 FY 95
563.0 5630
45.0 450
546.0 546.0
120 120
60.0 60.0
0.0 00
0.0 0.0
0.0 00
1226.0 1226.0
1226.0 12260
0.0 00
0.0 0.0
0.0 0.0
1226.0 12260
1326.0 1226.0
120 120
0.0 00
00 00

Phone: 465-2640

Date: 5/4/0
Date; 5/4/90
pge 1

of

FY 96

5630
450

- 5460
120
60.0

00

00

00
12260

1226.0
00
00
0.0

1226.0
12260

120
00
00

3_



SSgPI

Senate CS for CSHB 567
5/3/90 version

FISCAL ANALYSIS

The legislation requires certain facilities and vessels to include
prevention measures in their contingency plans. One Ecologist Il
is necessary to develop prevention regulations such as design,
construction and operation standards for the various types of

facilities and vessels. In addition, field staff will require
additional time to review the prevention portions of the plan and
to perform more detailed facility inspections. Statewide, this
w ill increase the workload by two FTE (Environmental Field O fficer

11's ).

In addition, this legislation this section requires a new class of
facilities - onshore exploration and production facilities - to
develop oil discharge prevention and contingency plans. There are
approximately 60 sites with multiple facilities currently operating
in the state. Two Environmental Field O fficers are necessary to
evaluate these contingency plans, inspect facilities for compliance
with the approved contingency plans, and to develop and participate
in spill drills designed to test the ability of the contingency

plans.

The legislation requires the Department to provide a copy of a
contingency plan to the Departments of Fish and Game and Natural
Resources and provide those agencies with an opportunity to review
and comment on the plans. The coordination of review for over 70
plan reviews annually will require one additional FTE (Ecologist

).

The legislation requires proof of financial responsibility for
responding to discharge incidents. One-half of an Administrative
Assistant 11l is necessary to carry out the additional workload
reviewing and approving the financial responsibility documentation
for facilities covered by the section.

The legislation broadens the forms of security acceptable to

demonstrate financial responsibility. The Department will need to
evaluate what forms of security will be acceptable to the state and
define those by regulation (.5 Administrative Assistant 111).

The legislation provides authority to the Department uo inspect the

structural integrity of tank vessels, oil barges, oil terminal
facilities, and pipelines. Outside expertise is necessary for some
inspections. The Department will require two FTE (Environmental

Field O fficer 11l) and contractual funds ($350.0) to implement this
section.



inspections w ill involve a technical review of facility design and
construction, prevention measures, and spill response capability.
The Department will provide technical assistance to the facility
owners/operators to enhance their spill prevention and response
capabilities. In addition, the Department will submit a report to
the legislature outlining the types of problems at these facilities
and suggestions for improvement. The inspections and technical
assistance will require two Environmental Field O fficers.
Compilation of the statewide inspection information and
recommendations report to the legislature will require one
Ecologist Il. The survey is required to be done within two years.

The legislation requires the Department to study oil discharge
prevention and contingency planning issues associated with tank
vessels and oil barges carrying noncrude oil. Based on the study
results, the Department must report to the legislature with
recommendations for locating regional response depots, defining

operator response times including equipment and personnel
requirements, and assigning industry and government roles in
response efforts. The study must be completed no later than July
1, 1991. The Department will require contractual funds ($100.0)

to manage the study required by this section and prepare a report
to the legislature.

Position 100 200 300 400 500 Total
1 Ecologist 11 51.0 5.0 8.0 1.0 5.0 70.0
2 Env. Field Ofc I1"'s 102.0 10.0 16.0 2.0 10.0 140.0
2 Env. Field Ofc Il 's 102.0 10.0 16.0 2.0 20.0 140.0
1 Ecologist 11 51.0 5.0 8.0 1.0 5.0 70.0
1 Admin. Asst. |11l 36.0 0.0 8.0 1.0 5.0 50.0
2 Fnv. Field Ofc 111 102.0 10.0 16.0 2.0 10.0 140.0
Contractual (inspections) 450.0 450.0
2 Env. Field Ofc I11I 102.0 15.0 16.0 2.0 10.0 145.0
1 Ecologist 11 51.0 5.0 8.0 1.0 5.0 70.0
2 Clerk Typist Ill's 68.0 0.0 16.0 2.0 10.0 96.0
TOTALS 665.0 60.0 562.0 14.0 70.0 $1,371.0

page. 3 of 3






"March 22, 1990 FURTHER REFERRALS

y. .

The FINANCE Committee considered

HOUSE BILL NO. 571 NOTICE TO CHILD SUPPORT OBLIGORS

"An Act requiring notice to obligors about obligations relating to

support.”

RECOMMENDATIONS: A [xI the same title
[ be replaced with csnfe o p Q &SV [ 1 anew title
[ 1 have attached amendment(s)

[ XI do pass

[ ] do not pass
[ 1 no recommendation
[ 1 individual recommendations
f 1 additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)
[ 1 ifiscal Jinpact [X] fiscal note(s) 3/«aa/9%9o/
[ 1 zero fiscal note__ 1 zero fiscal note(s)
[ ] zero with analysis ] zero fn/analysis
SIGNING DO PASS: SIGNING:

(Check approp. column)
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STATE CF ALASKA
155G LEGISLATIVE SESSION'

\ [ Aol

En t*E .:.....n v kWl g g M g _ I TR Y KS- -*g-
ﬁf%i(_erfsrosnI Cafe) 77T AR%nca/ Attectéa’” Depaftment '6F Hevenue
Title: An Act Requiring Notice to CtifTccrs  BRU: Child Support" Enforcement Ci\isicr,
about obligations *relating to support. _

Spenser. Rules Committee" - ~  Components: "~ "
Requester. Governor

EXPENDIT UF.ES/REVENUES:
OPERATING

I

| Personal ‘services
| TRAVEL

| CONTRACTUAL

| SUPPLIES

| EQUIPMENT

, LANDS & STRUCTURES
I

1

FISCAL NOTE
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GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL
REVENUE

FUNDING:
GENERAL FUND
FEDERAL FUNDS
OThER
TOTAL

POSITIONS:
FULL-TIME 0 0
PART-TIME 6 1 6 i 0
TEMPORARY 0 1 0 ! C

ANALYSIS:  TNere v.ill Le nc fiscal impact for FYSG. This fiscal r.cte provides the
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resources to run a special program, to reviev. cases with successful attempts to locate
otligor aro to mail notice ci accrum% liaLility. The FeceraT fencing is computed IAN the

Gramm-Rudmar.-Hcllings Act, which set

he Federal Financial Particpation for child support

programs at 04.846%:

Preparea B> Linca Langston Phene: 2C3-627C
Division: Chi~lo Support™ Enforcement Division March" 2C, 155C

Approvea by Commissioner;  rfu #| March 20, 155
Agency: Department of Revenue A ~ A

Distribution (b%preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management ana Bucget
lir.pactec Agencylies) pace 1 ot



IN THE HOUSE BY THE HESS COMMITTEE
CS FOR HOUSE BILL NO. 571 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act requiring notice to obligors about obliga-
tions relating to support.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 47.23.120 is amended by adding new subsections to read:

(c) Within 30 days after the agency knows the identity and
address of an obligor who resides in the state and who is liable to
the state under this section, the agency shall send written notifica—
tion to the obligor parent of the obligor®s accruing liability. The
notice required under this subsection must be in clear, concise, and
easily readable language. The notice may accompany other communica—
tions by the agency.

(d) If the agency fails to comply with (¢) of this section,
interest does not accrue on the liability to the state unless a sup—
port order has been entered.

(e) The agency"s failure to comply with (c) of this section does

not bar an action by the state to recover amounts owed by the obligor.

HB0571B -1- CSHB 571 (HESS)



STEVE COWPER, GO\ERNOR

DEPARTMENTOFREVENUE S50W ESTTTHATH FLOOR

ANCHORAGE, AK99501-3558
PHONE:(907)276-3441
TOLLFREEALASKA:800-478-3300

March 12, 1990

The Honorable Peter Goll LUV
Alaska State Legislature REC*B WIAK I c
P.0. Box V

Juneau, Alaska 99811

Dear Representative Goll;

Following up on your.Phone conversations with Ardith Lynch of our Division, we
have had an opportunly to review HB 571 1n light of the comments of the HESS
committee and the public who testified last Tuesday.

Since the Intent mf the bill is to provide notification to obligors that the
sugport U%hts _their child have been assigned to the State before a
substantial AFDC liability accrues, we suggest that the scoge of the bill be
limited to cases In which support has been assigned to the State under AS
47.23.345.  (As a practical matter, notice of the support obligation 1s also
promptly given in other cases enforced by the agency; however, since arrears
to the State do not accrue 1n non-AFDC cases, it 1s unnecessary to Include
them In the scope of HB 571.) To clarify that notice must be given regardless
of whether a support order has been entered, we suggest that the language
"dellnlquent In paying" should be deleted as Indicated in the attached copy of

HB 571.

We also suggest that 30-day notice not be required 1n cases In which the duty
0f supj)ort ?l.e.paternlty) has not been established., The agency 1s prohibitéd
by AS 47.23.040 and Federal regulation from attemf)tln? to establish paternity
In cases Involvmdg Incest or forcible rape, when [egal proceedings for
adoption are pending, or when 1t would not be In. the best Interests of the
child. Therefore, an exception to the notice requirement Is necessary for

these cases.

There is also a good policy reason to waive the notice requirement in all
cases In which gaternlty has not heen established. Before we file a paternity
complaint, we obtain a sworn affidavit from the mother to verify the =
allegation of paternltﬁ. We could certainly notify putative fathers within 30
days on the bhasis of the minimal Information provided with the AFDC
application. However, since the new Federal Brogram standards require the
agency to serve paternity complaints within 90 days of locating the putative
father, these potential obligors will receive timely notification. The slight
additional delay to obtain detailed factual support for this serious
allegation must be balanced against the potential disruption to an obligor
which could be caused by an unsubstantiated claim.

JUNEAU FIELD OFFICE STATEOFFICE BUILDING, 11thFLOOR FAIRBANKS FIELD OFFICE 675 7Tth AVENUE, STATION G
PHONE (907) 465-2337 JUNEAU. ALASKA 99811 PHONE (907) 451-2830 FAIRBANKS, ALASKA 99701



