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The Honorable Russell Prescott, Chair
Senate Energy and Natural Resources Committee
Room 101

Legislative Office Building
Concord, New Hampshire 03301

RE: SB 325-FN-LOCAL, Relative to Oil Spill Preparedness and Response

Dear Chair Prescott and Members of the Committee:

Thank you for the opportunity to testify on Senate Bill 325-FN-LOCAL. This bill redirects
existing petroleum utility property tax revenues from the Education Trust Fund to the Oil
Pollution Control (OPC) Fund, assesses a new license fee for oil pipelines that would be
deposited in the OPC Fund, and modifies certain definitions and provisions under RSA 146-4.
We understand an amendment will be proposed to address issues with the bill as introduced. The
Department of Environmental Services (DES) has reviewed the proposed amendment, and offers
comments on the bill as it is proposed to be amended. Also, in anticipation of questions about
the OPC Fund, we offer information concerning DES programs and activities the fund supports,
current revenues, and expenditures.

The OPC Fund was established in 1985 to provide dedicated funds for oil spill prevention,
preparedness and response. The fund is administered by DES and derives its primary revenues
from an existing $0.00125 (Il8ø) per gallon oil import fee that does not apply to oil transported
through the state via pipelines, rail, or highway. This bill would require oil pipelines to be
licensed by the Depaftment of Safety, including pipelines that are used to transport oil between
states other than New Hampshire or internationally. The annual fee for the license would be
assessed at $1.25 per banel of net utilized daily pipeline capacity. At present, a petroleum
pipeline system (including two pipelines, 18-inch and 24-inch diameter) known as the Portland-
Montreal Pipeline (PMPL) traverses five north-country towns, running principally along the U.S.
Route 2 corridor. The company reports approximately 150,000 barrels average throughput per
day of crude oil being transported from Portland, Maine to Montreal, Quebec. At this flow rate,
the proposed new fee would generate $187,500 in additional annual OPC Fund revenues. DES
supports this provision of the bill, as it would provide funding for spill prevention and
preparedness, training, and spill response equipment and supplies that are needed in order to be
adequately prepared for a pipeline spill.

The bill also proposes two additional changes that would impact OPC Fund revenues and
expenditures. First, it would redirect approximately $75,000 in existing annual utility property
taxes (as estimated by the Department of Revenue Administration) from the Education Trust
Fund to the OPC Fund. DES does not take a position on this provision of the bill, but questions

DES Web Site: www.des.nh.gov
P.O. Box 95,29 Hazen Drive, Concord, New Hampshire 03302-0095

Telephone: (603)271-2900 Fax (603)271-2456 TDDAccess: RelayNH t-800-1ÆSA964



Honorable Russell Prescott, Chair
Senate Energy and Natural Resources Committee
SB 325-FN-LOCAL
March 5,20l4,Page2 of 2

whether it is necessary to redirect these funds, in light of the revenues that would be derived
from the license fee on pipeline capacity.

Second, the bill would modify the definition of "oil terminal facility" under RSA i46-4, making
oil pipelines subject to regulation under the statute. This would require DES to adopt and
enforce rules for pipeline operation and inspection. Curently, PMPL is not subject to regulation
by DES under state law, but is federally regulated by the U.S. Department of Transportation,
Pipeline andHazardous Materials Safety Administration (PHMSA). DES questions whether this
provision of the bill could be implemented, as it is our understanding that federal law preempts
such state regulation of interstate pipelines. Further, we have recently learned that another bill
being considered in this legislative session (HB 1224) would instruct the NH Public Utilities
Commission to annually seek authorization from PHMSA to act on its behalf to oversee oil
pipeline operations and safety through an inspection process. A DES regulatory program for
pipelines would be duplicative of such efforts.

DES relies heavily on the OPC Fund to support vital DES programs for statewide petroleum spill
prevention and preparedness, response, and cleanup. The programs, staffed with 12 full-time
positions, include regulation and inspection of petroleum storage tanks and motor vehicle
salvage yards; equipment, vehicles, and resources to provide emergency spill response; and
coastal oil spill response planning. Contracts arc maintained for spill response services,
investigation of contaminated sites, and provision of clean drinking water for owners of
contaminated private water supply wells. The fund also supports maintaining the DES coastal
offtce located at the Pease International Tradeport. In FY 2013, total OPC Fund revenues
including import fees and cost recovery were $i.5 million. Total expenditures were $1.9 million,
and the year-end balance was $1.1 million. The majority of OPC Fund revenues aÍe from import
fees, which are expected to be flat or declining in future years, while expenditures are variable.
Thus, DES is concerned about future OPC Fund viability.

In summary, we support the bill's provisions for a pipeline license fee that would provide needed
funding for DES's work on pipeline spill prevention, preparedness, and response. If the bill is
passed by the Senate, we would look forward to working further with the sponsors and House
members to ensure that the bill provides DES with the necessary authorities and direction.

If you have any questions, please contact Michael Wimsatt, Director of the Waste Management
Division at (603) 271-2905 or via email at Michael.Wirnsatt@des.nh.gov.

Sincerely,

=Jl*^e,dt 3,***4-
Thomas S. Burack
Commissioner

Sponsors of SB 325-FN-LOCAL


