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What will it cost the State to clean up contaminated sites?

Over the next 21 years at current staffing levo.s, cleanup standards, and 
technological abilities, we estimate it will cost the State approximately $220 
million to cleanup all the contaminated sites that have been discovered to date and 
sites which are expected to be discovered. The table below lists the number of 
sites, average cost per site, and total cost over the next twenty one years to 
cleanup each type of contaminated site. One of the reasons we support a strong 
Research and Development program is because we can continue to help reduce 
these costs with more effective technology.

Projected Contaminated Sites Cleanup Costs

Average State 21 Year
Type of Site Number Cost/Site Total Cost

RP 836 $23,429 $19,586,923
Federal 450 26,566 11,954,700
Orphan 88 644,450 56,711,600
Rural Bulk Orphan 100 644,450 64,154,998

RPs 398 23,429 9, 329,561
State Owned 97 600,000 58,200,000

Total 1,969 $219,937,781

The actual cost to the State differs by the type of contaminated site. The greatest 
cost to the State is for cleanup of sites where a responsible party is unable or 
unwilling to clean up or where the State is the responsible party. Where the 
Department oversees the cleanup of a site by the responsible party the cost to the 
State is much less. The Department's oversight of federal sites has the least cost 
to the State since the Department receives federal funds for this work under a 
cooperative agreement with DOD.

In addition to the contaminated sites situation described above, the Department also 
manages an underground storage tank program which is funded by the Storage Tank 
Assistance fund, not the Response Fund. Revenue for the Fund comes from the 
Mitigation Account of the General Fund and collection of registration fees. It is used 
to make grants and loans available to owners and operators of underground storage 
tanks for tank testing, closure, upgrade, and cleanup activities. Currently there are 
826 unfunded requests for $43 million in financial assistance. The Administration is 
working with the Legislature to apply a 1 penny per gallon motor fuel tax for 
appropriation to the Storage Tank Assistance Fund to replace the mitigation account 
in the future.



or disposal of a hazardous substance that could threaten public health or the 
environment.

The Department oversees the investigation and cleanup of contaminated sites by 
the responsible party. By overseeing the responsible party's cleanup, the 
Department can assure Alaskans that the source of contamination has been 
removed, and that any remaining contamination is below levels that will harm the 
public or the environment. A strong oversight program conveys to the responsible 
parties their obligation under State law to clean up their contaminated site.

In addition to responsible party oversight, the Department directly cleans up sites 
where the responsible party cannot be found or is unwilling or incapable to do the 
cleanup directly. At these sites, the State hires and supervises term contractors 
who do the actual investigation and cleanup.

How Iona will it take to clean u p  contaminated sites?

The length of time needed to fully assess and clean up an average contaminated 
site ranget from three to five years. Very simple sites could take less time, while 
the most complex sites may take much longer. The number of contaminated sites 
is constantly changing. New sites are discovered and brought to the Department's 
attention and active sites are cleaned up. We estimate it would take 21 years to 
clean up the current inventory of 1051 sites and an additiond 920 sites which we 
estimate will be discovered during that period and will need cleanup. Some sites 
are virtually impossible to clean up cost effectively or require only monitoring while 
Mother Nature does the job.

Sites that are expected to be added to the inventory in the future include:

o The Department of Defense (DOD) has estimated it will spend $1.1 billion
to clean up the contaminated military sites in Alaska. To date, 350 sites 
have been discovered and ,fe estimate an additional 90 sites will be 
discovered as a result of the high priority DOD has placed on the site 
discovery process over the next two years.

o Discovery of approximately 500 contaminated sites is expected to result
from the current initiative to bring rural bulk fuel tank facilities into 
compliance with federal and State spill prevention requirements.

o Liability for contaminated properties will continue to cause buyers and sellers
of real estate to practice due diligence and assess the property prior to 
completing a land transaction. These assessments are estimated to result in 
the discovery of 330 contaminated properties.



one of these is $500,000. Annual operations and maintenance cost will vary by 
location but can be estimated at $150,000 each. We think that there could be as 
many as a dozen sites around the State - not covered by government or industry, 
but where spill risk exists -- where this kind of unit could be located. This results 
in a total purchase price of $6 million with an annual estimated cost of $1.8 
million.

The other unit we have been working on is a rapid response vessel capable of 
moving equipment to a spill site in protected waters (like Southeast Alaska). The 
purchase price of these would be about $250,000 each with an annual operation 
and maintenance cost of $100,000 each. These units could be deployed in about 
10 locations in Southeast Alaska aiu several each in Bristol Bay, Norton Sound 
and Kotzebue Sound, as well as throughout the Yukon and Kuskokwim Rivers. If 
the Legislature were to support purchase of 20 of these items, that costs out to $5 
million purchase price and $2 million annual operations and maintenance.

Through local response agreements, DEC will be entering into partnership with 
local communities for responding to the routine spills (DEC receives about 2,000 
reports of spills annually -- typically, all are non-disaster emergencies.). We will 
supply local communities with a basic, "first aid" response equipment capability 
and use the Response Fund ("470 Fund") to pay for the community costs to 
respond to these kinds of spills. Currently, we have a $400,000 capital budget 
request to start the program for FY 95. We estimate that a total of $1 million 
would cover this arrangement and we could seek cost recovery from spiders to 
maintain that capability in the future.

The Kenai Borough has put together an unsolicited request this year for a direct 
appropriation from the Response Fund to outfit a hazmat team for $250,000. This 
amount does not include personnel costs, operations and maintenance, nor 
training. Their price tag for equipment seems reasonable, although we were not 
involved in developing the list. Once the statewide hazards analysis is completed, 
the State will have the specific information needed to identify the appropriate 
locations for these teams. My best guess at this time is these hazmat teams could 
be targeted for Fairbanks, Anchorage, Kenai, Juneau and Ketchikan. The total cost 
to establish these would be $1.25 million. The annual training, operations and 
maintenance, and personnel costs are unknown, but these could be considered the 
local match.

You have also asked, "Whin are contaminated sites going to be cleaned up and 
what will it cost?" The following should answer your questions regarding the 
Department's role in cleaning up a contaminated site, the time it takes to cleanup a 
site, and the associated cost to the State.

What does the Department do with contaminated sites?
#

A contaminated site is a location where there has been a past improper discharge



We are sharing this letter with other members of the House Resources Committee. 
Thank you for asking.

Sincerely,

Mead Treadwell 
Deputy Commissioner

MAC/jSg (G:\SPAR\MAC\REP.JIMI
cc: House Resources Committee Members

Representaiive Bill Williams, Chair 
Representative Bill Hudson 
Representative Con Bunde 
Representative Joe Green 
Representative Eldon Mulder 
Representative David Finklestein 
Representative Pat Carney 
Representative John Davies
John A. Sandor, Commissioner, Department of Environmental Conservation 
Major General Hugh L. Cox III, Commissioner, Department of Military and 

Veterans Affairs
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W A L T E R  J .  H IC K E L , G O V E R N O R

DEPT. OF ENVIRONMENTAL CONSERVATION

Office of the Commissioner
410 Willoughby Ave., Suite 105 
Juneau, AK 99801-17^5

Telephone: (907) 465-5050 
FAX: (907) 465-5070

March 18, 1394

Mr. H. Bilhartz, President 
ARCO Alaska, Inc.
P. 0. Box 100360 
Anchorage, AK 99510-0360

Dear Mr, Bilhartz:

Thank you for your positive response responding to my letter to you of February 28 
Offering to work together with the Department of Environmental Conservation. BP and 
Alyeska to assess the current status of spill prevention and response programs. Both 
John Morgan of BP and David Pritchard from Alyeska concurred that such an analysis 
was in our collective best interests.

I'd like to suggest that the four of us designate a "working group" made up of 
individuals from our respective organizations to critique our existing capabilities and 
suggest improvements. Tom Chappie, the new Administrator for the department's 
Pipeline Corridor Region will be on-board by April 1, I believe it makes sense for us to 
"kick off" the first meeting of this working group in Anchorage shortly thereafter. If 
you agree my secretary, Martha Fischbach will call youroffice to arrange for a mutually 
convenient time and location.

As additional background information for that meeting, enclosed you will find a copy of 
an audit of the Oil and Hazardous Substance Release Response Fund (470 Fund) 
recently completed by the Division of Legislative Audit. By way of background, the 
Division of Legislative Audit is created in statue to serve a staff function to the 
Legislative Budget and Audit (LBA) Committee. LBA is a standing committee of the 
legislature that is to provide "full-time tecnnical assistance in accomplishing fiscal 
analysis, budget review, and post-audit functions." (A5, 24.20.151) Representative 
Larson, a member of the Budget and Audit Commirr-’e, requested this audit shortly 
after the end of the session last year in order to answer the many questions 
surrounding the use of the Fund.

While the Audit contains a wealth of information, of particular importance to the project 
upon which we have agreed to embark is on page 33. It says:



"DEC is already dangerously close to having to implement statute with limited resources. Any reduction of Stuff positions in the Spill Prevention and Response (SPAR} division wii! Jeopardize the likelihood of a successful prevention program. AOSC [the AlaskaOil Spill Commission] addressed this same problem in their final report on the events leading up to the Exxcn Valdez grounding.'Rigor flagged, complacency took root. Prevention was neglected with disastrous results.'
"We wonder whether complacency is again taking root. Program consequences must be considered when SPAR funding is reduced.SPAR needs to be funded at least at the current level to maintain its ongoing operations. "

Certainly cur joint efforts will enable our organization to access our effectiveness and 
consider opportunities to strengthen prevention and response capability. I look forward 
to working with you and others at BP and Alyeska to improve the capability of our 
respective organizations.

Sincerely,

^ h n  A. Sandor 
Commissioner

Enclosure. Oil and Hazardous Substance Release Response Fund 
Audit Control Number 18-4463-94

cc: The Honorable Walter J. Hickel
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W A L T E R  J .  H IC K E L , G O V E R N O R

DEPT* OF ENVIRONMENTAL CONSERVATION

Office of the Commissioner 
410 Wilioughby A ve., Suite 105 
Juneau, AK 99801-1795

Telephone: (907) 465-5050 
Fax: (907) 465-5070

March 18,1994

Mr. John Mo.'gan, President 
BP Exploration (Alaska)
P. O. Box 196612 
Anchorage, AK 99519-6612

Dear Mr. Morgan:

Thank you for your positive response to my letter to you of February 28, offering to 
work together with the Department of Environmental Conservation, Alyeska and ARCO 
to assess the current status of spill prevention and response programs. Both Skip 
Bilhartz of ARCO and David Pritchard from Alyeska concurred that such an analysis 
was in our collective best interests.

I'd like to suggest that the four of us designate a “working group" made up of 
individuals from our respective organ’zations to critique our existing capabilities and 
suggest improvements. Tom Chappie, the new Administrator for the department’s 
Pipeline Corridor Region will be on-board by April 1. I believe it makes sense for us to 
“kick off the first meeting of this working group in Anchorage shortly thereafter, if you 
agree, my secretary, Martha Fischbach will call your office to arrange for a mutually 
convenient time and location.

As additional background information for that meeting, enclosed you will find a copy of 
an audit of the Oil and Hazardous Substance Release Response Fund (470 Fund) 
recently completed by the Division of Legislative Audit. By way of background, the 
Division of Legislative Audit is created in statue to serve a staff function to the 
Legislative Budget and Audit (LBA) Committee. LBA is a standing committee of the 
legislature that is to provide “full-time technical asslstince in accomplishing fiscal 
analysis, budget review, and post-audit functions." (AS 24.20.151) Representative 
Larson, a member of *he Budget and Audit Committee, requested this audit shortly 
after the end of the session last year in order to answer tne many questions 
surrounding the use of the Fund.

While ihe Audit contains a wealth of information, of particular importance to the project 
upon which we have agreed to embark Is on page 33. It says:

“DEC is already dangerously close to having io implement statute
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with Med resources. Any reduction of staff positions in the SpillPrevention and Response (SPAR) division will jeopardize the likelihood of a successful prevention program. AOSC [the Alaska Oil Spill Commission] addressed this same problem in their final report on the events leading up to the Exxon Valdez grounding.‘Rigor flagged, complacency took root. Prevention was neglected with disastrous results.’
‘We wonder whether complacency is again taking root. Program consequences must be considered when SPAR funding is reduced. SPAR needs to be funded at least at the current level to maintain its ongoing operations

Certain!'/ our joint efforts will enable our organizations to assess our effectiveness and 
consider opportunities to strengthen prevention and response capabilities. I look 
forward to working with you and others at BP, Alyeska and ARCO to improve the 
capability of our respective organizations to both prevent and respond to pollution 
events.

Sincerely,

jJojin A. Sander 
Commissioner

Enclosure
’ Oil and Hazardous Substance Release Response Fund Audit 
Audit Control Number 18-4463-94

c c : The Honorable Walter J. Hickel

i
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WALTER J. HICKEL, GOVERNOR
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DEPT. OF ENVIRONMENTAL CONSERVATION

Office of the Commissioner Telephone: (907) 465-5050
410 Willoughby Ave., Suite 105 Fax: (907) 465-5070
Juneau, AK 99801-1795

March 18,1994

Mr. David Pritchard, President & CEO 
Alyeska Pipeline Service Company 
1835 South Bragaw Street 
Anchorage, AK 99512

Dear Mr. Pritchard:

Thank you for your positive response to my letter to you of February 28, offering to 
work together with the Department of Environmental Conservation, BP and ARCO to 
assess the current status of spill prevention and response programs. Both Skip 
Bilhartz of ARCO and John Morgan of BP concurred that such an analysis was in our 
collective best Interests.

I'd like to suggest that the four of us designate a “working group" made up of 
individuals from our respective organizations to critique our existing capabilities and 
suggest improvements. Tom Chappie, the new Administrator for the department’s 
Pipeline Corridor Region will be on-board by April 1. I believe it makes sense for us to 
“kick off" the first meeting of this working group in Anchorage shortly thereafter. If you 
agree, my secretary, Martha Flschbach will call your office to arrange for a mutually 
convenient time and location.

As additional background information for that meeting, enclosed you will find a copy of 
an audit of the Oil and Hazardous Substance Release Response Fund (470 Fund) 
recently completed by the Division of Legislative Audit. By way of background, the 
Division of Legislative Audit is created in statue to serve a staff function to the 
Legislative Budget and Audit (LBA) Committee. LBA is a standing committee of the 
legislature that is to provide "full-time technical assistance in accomplishing fiscal 
analysis, budget review, and post-audit functions." (AS 24.20.151) Representative 
Larson, a member of the Budget and Audit Committee, requested this audit shortly 
after the end of the session last year in order to answer the many questions 
surrounding the use of the Fund.

While the Audit contains a wealth of information, of particular importance to the project 
upon which we have agreed to embark is on page 33. It says;

“DEC is already dangerously close to having to implement statute
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with limited resources. Any reduction of staff positions in the SpillPrevention and Response (SPAR) division will Jeopardize the likelihood of a successful prevention program. AOSC [the Alaska Oil Spill CommissionJ addressed this same problem in their final report on the events leading up to the Exxon Valdez grounding.‘Rigor flagged, complacency took root. Prevention was neglected with disastrous results.'
“We wonder whether complacency is agr '/ taking root. Program consequences must be considered when SPAR funding is reduced. SPAR needs to be funded at least at the current level to maintain its ongoing operations

Certainly our joint efforts will enable our organizations to assess our effectiveness and 
consider opportunities to strengthen prevention and response c; abilities. I look 
forward to working with you and others at Alyeska, BP, and ARCO to improve the 
capability of our respective organizations to both prevent and respond to pollution 
events.

Sincerely,

John A. Sandor 
Commissioner

Enclosure

• Oil and Hazardous Substance Release Response Fund Audit
Audit Control Number 18-4463-94

cc: The Honorable Walter J. Hickel

♦
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b e : All R e g io n a l  A d m in is tra to rs  
M ike M e n g e , D ire c to r  E Q
Mike Conway, Director, SPAR
B o b  P o e ,  D irec to r, IAS
Mead Treadwell

f ,  C s  W U  f  *  a i l  f t ™ -

J j M t s  ■
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WALTER J. HICKEL. GOVERNOR

DEPT. OF ENVIRONMENTAL CONSERVATION

OFFICE OF THE COMMISSIONER 
410 WILLOUGHBY AVENUE, SUITE 105 
JUNEAU, AK 99801-1795

Phone: (907) 465-5050 
Fax: (907) 465-5070

March 16, 1994

The Honorable Steve Frank, Co-Chalr 
The Honorable Drue Pearce, Co-Chair 
Senate Finance Committee 
Capitol Building 
Juneau, AK 998C"

Dear Senators Frank and Pecrce:

Legislative Audit recently completed Its review of the Oil and Hazardous Substance 
Release Response Fund (470 Fund). The Department appreciated the wo,k of the 
auditors, and their commitment to understanding the Fund and both its historical and 
current statutory rules.

Enclosed you will find a copy of that Audit fc r your review. While it contains a wealth 
of Information, we would like to direct your attention to the Auditor's Comments 
beginning on page 33:

"DEC is already dangerously close to having to implement statute with limited resources. Any reduction of staff positions In the Spill Prevention and Response (SPAR) division will jeopardize the likelihood of a successful prevention program. AOSC [the Alaska Oil Spill Commission] addressed this same problem in their final report on the events leading up to the Exxon Valdez grounding, Rigor flagged, complacency took 
root. Prevention was neglected with disastrous results.'

"We wonder whether complacency is again taking root. Program consequences must be considered when SPAR funding is reduced.SPAR needs to be funded at least at the current level to maintain its ongoing operations. However; if the legislature decides to reduce funding for SPAR then statutes should be emended or repealed so that required programs can be eliminated. Reduction of funding alone does not eliminate a department's duty to fulfill statute."
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Sonata Flnanco Committee March 16, 1094 
Page 2

The Department of Environmental Conservation looks forward to working with the 
Senate Finance Committee, and Its Finance Subcommittee on how to best add/ass 
the recommendations of the Audit.

JA/ch
Enclosure

•Audit Report, Oil and Hazardous Substance Release Response Fund 
Audit Control Number 18-4463*94

cc: All Members, Senate Finance Committee (w/enciosure)
The Honorable A! Adsi s (w/enclosure)

Sincerely,

Commissioner
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WALTER J. HICKEL, GOVERNOR

DEPT. OF ENVIRONMENTAL CONSERVATION

OFFICE OF THE COMMISSIONED*
410 WILLOUGHBY AVENUE, SUITE 105 
JUNEAU, AK 99001-1795

Phone: (907) 465-5050 
Fix: (907; 465-5070

March 16, 1994

The Honorable Mike Miller 
Chairman, Senate Resources Committee 
Capitol Building 
Juneau, AK 99801

Dear Senator Miller:

Legislative Audit recently completed Its review of the Oil and Hazardous Substance 
Release Response Fund (470 Fund). The Department appreciated the work of the 
auditors, and their commitment to understanding the Fund and both its historical and 
current statutory rules,

Enclosed you will find a copy of that Audit for your review. While it contains a wealth 
of information, we would like to direct your attention to the Auditor's Comments 
beginning on page 33;

aDEC Is a/reac/y dangerously close to having to implement statute with limited resources. Any reduction of staff positions In the Spill Prevention and Response (SPAR) division will jeopardize the likelihood of a successful prevention program. AOSC [the Alaska Oil Spill Commission] addressed this same problem In their final report on the events leading up to the Exxon Valdez grounding, Rigor flagged, complacency took 
root, Prevention was neglected with disastrous results.’

“We wonder whether complacency Is again taking root. Program consequences must be considered when SPAR funding Is reduced.SPAR needs to be funded at least at the current level to maintain its ongoing operations. However, If the legislature decides to reduce funding for SPAR then statutes should be amended or repealed so that required programs can be eliminated, Reduction of funding alone does not eliminate a department's duty to fulfill statute."
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Senate Resources Committee March 18, 1984
Page 2

The Department of Environmental Conservation looks forward to working with the 
Senate on how to best address the recommendations of the Audit.

Sincerely,

JA/ch
Enclosure

*AudIt Report, CII and Hazardous Substance Release Response Fund 
Audit Control Number 18-4463-94

cc: All Members, Senate Resources Committee (w/enclosure)

Comm isloner



AS 4S.08.030
S a y s :

I t  i s  t h e  i n t e n t  o f  t h e  l e g i s l a t u r e  a n d  d e c l a r e d  t o  b e  t h e  

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

r e l e a s e  o f  o i l  o r  a  h a z a r d o u s  s u b s t a n c e  w i l l  a l w a y s  b e

a v a i l a b l e  (5 1 ch 59 SI.A 1986)
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Prior to Fiscal Year 91 no permanent staff of D E C  were charged directly to the Oil andd Hazardous Substance 

Release Response Fund (Response Fund). In FY90 and 91 D E C  experienced large staff growth bringing 

existing programs to core level and adding additional staff associated with new legislation.

Beginning in P7 91 and continuing to present, generai funding of the Spill Prevention and Response 

functions has been gradually eliminated. In addition, regional staff have been shifted from other projects 

to the Spill Prevention and Response projects commensurate with the work load in the respective regions.

F u n d ^ g  Hfetbty -  Oivisiori of Spilf Prevention and  R e sp on se

FY 89 (est) FTEs Gen

i • .v.v.v.'.v.-.-.-.-, ■! ’■■//X'.vXv/.'.v. t

Resp Other

Fund Fund Funds

S P P M 19.5 758.5 0.0 226.2

Csites 24.8 1,213.8 0.0 1,457.1

Total 44.3 1,972.3 0.0 1,683.3

LEGISLATION ENACTED 89 SESSION
.. .......

SLA89 Chapter 29 SB256

Required Department of Law to seek cost recovery at the request of DEC.

Clarified Municipal rf.imbursements from Response Fund.

SLA 89 Chapter 39 HB68

Authorized D E C  to use liens against property as security for State expenditures.

SLA 89 Chapter 112 SB260

Established nickel a barrel surcharge on regulated industry production.

SLA 89 Chapter 90 SB261

Required D E C  to prepare and annually revise State Master Plan and Regional Plans. 

Authorized D E C  to use Response Fund to pay costs of State Master Plan and Regional Plans. 

Expanded the uses of the Response Fund to include restoratic n of the environment by 

addressing the effects of a release or threatened release.

SLA 89 Chapter 113 SB264

Established Response Office in D E C  for catastrophic or declared emergency spills. 

Established emergency response equipment depots in DEC'S response office.

Established emergency response volunteer corps in D E C’s response office.

Expanded uses of Response Fund to pay for Response Office and Depot and Corps.

P a g e  1
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AS 46.08.030
S a y s :

I t  i s  t h e  i n t e n t  o f  t h e  l e g i s l a t u r e  a n d  d e c l a r e d  t o  b e  t h e  

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

r e l e a s e  o f  o i l  o r  a  h a z a r d o u s  s u b s t a n c e  w i l l  a l w a y s  b e

a v a i l a b l e (§  1 c h  59 S I.A  1986)



Sec. 46.08.040. P u rp o se s  o f th e  fu n d , (a) The com m issioner may 
use money from the fund to

(1) investigate and evaluate the release or th reatened  releast of oil 
or a hazardous substance, and contain, clean up, and take o th er leces- 
sary  action, such as m onitoring and assessing, to address a relf ase or 
threatened  release of oil or a hazardous substance that, poses an  im m i­
nen t and sub stan tia l th rea t to the public hea lth  or welfare, or to the 
environm ent;

(2) pay all costs incurred to
(A) establish  and m ain tain  the oil and  hazardous substance re­

sponse office;
(B) review oil discharge prevention and  contingency plans sub m it­

ted under AS 46.04.030;.
(C) conduct tra in ing , response exercises, inspections, and tests, in 

order to verify equipm ent inventories and  ab ility  to prevent and  re ­
spond to oil and  hazardous subs nee release emergencies, and to u n ­
dertake other activities intended :o verify or establish  the p repared ­
ness of the s ta te , a m unicipality , or a pa rty  required by AS 46.04.030 
to have an approved c o itin g e n c y p la n  to act in accordance w ith  th a t 
plan; and

(D) verify o r  establish  proof of financial responsibility requ ired  by 
AS 46.04.040;

(3) pay the expenses incurred b y 'th e  A laska division of em ergency 
services for the oil and hazardous substance response corps and  the  oil 
and  hazardous substance response depots w hen presented with, appro­
p ria te  docum entation by the division;

(4) provide m atching funds for partic ipation  in  federal oil discharge 
cleanup activ ities and under 42 U.S.C. 9601 — 9657 (Com prehensive 
E nvironm ental Response, Com pensation, and L ia b ility  Act of 1980);

(5) recover, the  cost to the s ta te  or to a m unicipality  of a 
con tainm ent and  cleanup resu lting  from the release or the  th rea tened  
release of oil or a  hazardous substance; ..; ■

• (6) prepare, review; and revise" "
(A) the s ta te 's  m aster oil and hazardous substance discharge pre­

vention-aind contingency p lan -requ ired  by AS 46.04.200; and.
(B) a  regional m aster oil and hazardous substance discharge p re­

vention and  contingency plan requ ired  by AS 46.04.210; and
(7.) restore the  environm ent by addressing the  effects of an  oil or. 

hazardous, substance release, ?
(b) W hen the governor declares a  d isaster re ia ted  to an- oil or haz­

ardous substance  discharge em ergency ■ under AS 26.23.020(c), the 
governor m ay, during the effective period- of the  d isaste r emergency, 
u m  money from the fund to respond to the d isaste r em ergency.

(c) N otw ithstanding o ther provisions of th is sec tion ,. money from 
the  fund m ay not be used for a purpose specified in (a)(2)-(7) of th is 
section unless funds are available from an appropriation m ade specifi­
cally for th a t purpose. •; . ", -
, (d ).U poa a-request from -the A laska Legislative Council', the  com­
m issioner sha ll use money from the  fund to reim burse, the A laska 
Legislative Council'for expenditures th a t it m akes for the  operation of 
the C itizens' O versight Council on Oil an d -O th er H azardous Sub­
stances; established under. AS 24.20.600. (§ 1 ch 59 SLA 1986; am  § 3 
ch 90 SLA 1989; am  § 2.ch 113 SLA. 1989; am  §§ 14, 15 ch 190 SLA 
1990; am  § 28 ch 191 SLA 1990; am  § 3 ch 199 SLA 1990) •: -
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Ftmdtng History * Division of Spill Prevention ami'Response    -. •   ....      ...

Prior to Fiscal Year 91 no permanent staff of D E C  were charged directly to the Oil andd Hazardous Substance 

Release Response Fund (Response Fund). In FY90 and 91 D E C  experienced large staff growth bringing 

existing programs to core level and adding additional staff associated with new legislation.

Beginning in FY 91 and continuing to present, generai funding of tha Spill Prevention and Response 

functions has been gradually eliminated. In addition, regional staff have been shifted from other projects 

to the Spill Prevention and Response projects commensurate with the work load in the respective regions.

STAFFING -  FISCAL YEAR 89

FY 89 (est)

............

S P P M

Csites

Total

.... ....... ..... ..... . . .. .. . ..

... »,v.-WvX.

FTEs Gen Resp Other

Fund Fund Funds

19.5 758.5 0.0 226.2

24.8 1,213.8 0.0 1,457.1

44.3 1,972.3 0.0 1,683.3

S I O N
■;...... ••..... 33§§ •:; r:; vms&iMfSPWX

. . v , ' . . •.*.; v . v . . t . . ' . v i v l ....u . /.w .vj

SLA89 Chapter 29 SB256

Required Department of Law to seek cost recovery at the request of DEC.

Clarified Municipal reimbursements from Response Fund.

SLA 89 Chapter 39 HB68

Authorized D E C  to use liens against property as security for State expenditures.

SLA 89 Chapter 112 SB260

Established nickel a barrel surcharge on regulated industry production.

SLA 89 Chapter 90 SB261

Required DEC to prepare and annually revise State Master Plan and Regional Plans. 
Authorized DEC to use Response Fund to pay costs of State Master Plan and Regional Plans. 

Expanded the uses of the Response Fund to include restoration of the environment by 

addressing the effects of a release or threatened release.

SLA 89 Chapter 113 SB264

Established Response Office in DEC for catastrophic or declared emergency spills. 
Established emergency response equipment depots in OEC's response office. 
Established emergency response volunteer corps in DEC'S response office. 
Expanded uses of Response Fund to pay for Response Offica and Depot and Corps.

Pag e  1



SLA 89 C hap te r 41 SB271 9

Clarified civil penalty for the unpermitted discharge of oil and the failure to implement an oil discharge contingency plan.

S T A F F I N G  - F I S C A L  Y E i A R  9 0
. .

• " '''Y:' ft’Y vv %\ ■'

:A:.i..®§fe

FY 90 (est) FTEs Gen Resp Other
Fund Fund Funds

S P P M 25.0 1,013.3 0.0 235.6

Csites 36.3 876.4 0.0 1,863.5

Total 61.3 1,889.7 0.0 2.09C 1

Analysis of Staffing Change from FY 89 to FY 90

The FY90 operating budget request included a structural change from multiple 

components for individual programs such as Air, Oil, Water to the large singk omponent 

Environmental Quality ( EQ) Projects. The S P P M  and Csites projects were included in 

tne E Q  Projects component.

Staff increased in the S P P M  projectin FY 90 due to D E C  implementation 

of a multi year plan to increase staffing to core level necessary to meet statutory, 

regulatory and legislative intent requirements. Prior to these increases, D E C  

was not meeting those requirements. The FY 90 increment established a small 

capacity for spill response and seasonal positions to inspect tankers and 

facilities for compliance with contingency plan requirements.

Contaminated Sites staff increased in FY 90 due to inclusion of Kenai 

cleanup project staff previously funded as non permanent or in the CIP budget 

in the operating budget request. These staff identify and cleanup existing contaminated 

sites on the Kenai Peninsula which pose a threat to public health.

LEGISLATION \CTED 90 SESSION 

SLA90 Chapter 141 HB315

Categorized environmental crimes and determined appropriate level of criminal behavior for each.

SLA90 Chapter 142 KB316

Established the level of criminal damages to be assessed in fines against organizations for damages caused by

environmental crimes.

SLA90 Chapter 190 HB566

Added incident c o m m a n d  system requirement to State and Regional Plans.

Required D E C  to use the State plan to designate depot and response corps locations.

Required D E C  to submit the State master and Regional plans and revisions to the State Emergency 

Response Commission for review and approval.

Page 2



Transferred responsibility to establish depots and corps to Division of Emergency Sen/ices. 

Expanded uses of Response Fund to include D E S  reimbursement for depots and corps. 

Established State Emergency Response Commission (SERC).

Established Local Emergrency Planning Committees(LEPCs).

Established Hazardous Substance Spill Technology Review Council (HSSTRC).

^  SLA90 Chapter 191 HB567

Required industry contingency plans to include prevention measures.

Added certification requirement for approved contingency plans.

Clarified proof of financial responsibility and limits liability for tank vessel or oil 

barge operations.

Clarified D E C  inspections of regulated industries.

Established D E C  participation in structural integrity of vessels, barges, pipelines and facilities. 

Expanded uses of Response Fund to include:

Review of oil discharge prevention and contingency plans 

Conduct training, response exercises, inspections and tests 

to verrfiy inventories and ability of state, municipality or parties 

required to have an approved contingency plan 

Verification of financial responsibility

SLA90 Chapter 199 HB578

Established Citizen's Oversight Council

Expanded uses of Response Fund to include Oversight Council costs.

STAFFING - FISCAL YEAR 91
> >xs.$.v ~*y * >: ‘ v • r v< >.••;• y.: .*..

.v-y.

FY 91 (est) FTEs Gen Resp Other

Fund Fund. Funds

SPPM 72.0 1,860.1 3,203.6 0.0

SRO 14.0 0.0 2.703.5 0.0

Csites 41.0 457.8 715.1 1,804.3

S;g Tank Program 11.0 6,009.2 0.0 0.0

Total 138.0 8,327.1 6,622.2 1,804.3

Analysis of Staffing Change from FY 90 to FY 91

FY 91 was the final year of increments to bring the Spill Prevention and Response 
projects to core level funding. An Increment was requested and approved for 
both the SPPM and Contaminated Sites projects.

The Spill Response Office and Storage Tank Assistance Program were identified as 
separate projects.

P a g e  3



Funding was requested and approved for the Environmental Investigation and Enforcement 

unit. This unit is responsible foi the specialized investigatory and legal resources 

associated with determination of responsible parties for a release or a 

contaminated site.

Fiscal notes were attached to H B  566 and H B  567 increasing staffing an additional 22 FTEs 

to provida resources to perform the additional work necessary to meet the statutory 

obligations enacted in H 8  566 and H B  567.

Additional staff were approved for the Prince William Sound District Office.

s e s s i o n ^^:;x *' »• a ••V. f. .-.V v.v,v. . ' . V . V .    .. .    .:.......... :..........

SLA91 Chapter 48 SB165

Expanded uses c f Response Fund to include refurbishment or construction of marine response vessels. 

SLA91 Chapter 83 SB25

Expanded uses of Response Fund to municipal grants.

SLA91 Chapter 31 HB194 ;

Required the Board of Marine Pi'ots to cooperate with D E C  in the review and approval of training programs 

for pilots of tanker vessels.

SLA91 Chapter 92 HB196

Required the Citizen's Oversight Council to submit a report on whether State laws for response action 

cont. actor civil liability and vessel contingency plan requirements should be amended.

SLA91 Chapter 09 SB263

Provided a one-year delay to June 1,1992 for compliance of non crude oil operations with the 

financial responsibilities in A S  46.04.040.

Authorized D E C  to issti* interim approval for contingency plan amendments that substantially comply 

with the requirements nf Chapter 191, SLA90.

.'<w.jv.v.v< V w.*,.vw.v.,AsvlAW'̂ yw.>ys>jv»\sv
MG - F1SCAL YEAB :d/2& m k

jiiijilwji..i...

.-..VAV .

' V 'v'. HH! \
FY 92 (Mt) FTEs Gen Resp Other

Fund Fund Funds

Director 6.0 248.7 182.1 0.0

S P P M 69.0 981.8 4,661.5 77.0

S R O 14.0 0.0 1,107.5 0.0

Csites 40.0 414.8 1,182.4 1,949.4

Stg Tank Program 9.0 0.0 0.0 6,700.0

Total 138.0 1.645.3 7,133.5 3,726.4
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A n a ly s is  o f  S ta f f in g  C h a n g e  fro m  FY 91 to  FY 92

FY 92 budget structure recognized the creation of the Division of Spill Prevention 

and R r ' rXDnse. The Director's Office and Storage Tank Program weie separate 
components in the FY 92 budget request, but, the projects (SPPM, S R O  and Csites) continued 

as a part of the E Q  projects budgo: request.

Overall staffing levels did not increase, but, were re-aligned commensurate with 
the needed level of effort in the two components and three projects. The process of 
shifting funding for Spill Prevention and Response work f"om General Funds to 

Response Funds began in FY 92 with central office staff.

LEGISLATION ENACTED 92 SESSION

SLA92 Chapter 83 SB540

Required D E C  to develop regulations governing the registration and approval of oil spill primary action contractors. 

Required D E C  to collect fees in the amount necessary to cover the costs of this program.

j ^ ^ l N G  -  F IS C A L Y E A R  QS ' /  f

FY  93 (actual) FTEs Gen Resp Other

Fund Fund F^, ids

Director 12.0 115.6 1,459.2 0.0

S P P M 72.5 90.8 9,027.5 0.0

Csites 53.5 351.8 4,717.1 2,582.7

Stg Tank Program 7.0 0.0 0.0 3,822.7

Total 145.0 558.2 15,203.8 6,405.4

Analysis of Staffing Change from FY 92 to FY 93

The FY 93 budget structure established the Division of Spill Prevention and Response as a 

separate B R U  with the projects above as separate components. The Spilt Response Office 

was decentralized with expert spill responders in each region. Administrative Support,

Safety and Data Management were transferred from the programs to the Director’s Office.

Staff were added for Response Fund Management (1), the Department of Defense cooperative 
agreement (2), Geographic Information Systems (1 • non perm) and the Leaking Underground 

Storage Tank program (1 - non perm).

Conversion of the Spill Prevention and Response effort from General Funds to 

Response Funds continued focusing on regional efforts leaving the Division with 393.0 in 

General Funds and 165.2 In General Fund Match.

P a g e  5



F Y  94 (request) FTEs Gen Resp Other

Fund Fund Funds

Director 13.0 0.0 1,296.7 36.4

S P P M 75.2 0.0 8,105.2 225.0

CSites 57.2 165.2 3,727.5 2.225.0

Stg Tank Program 10.0 0.0 0.0 6.621.9

Total 155.4 165.2 13,129.4 9,108.3

Analysis of Staffing Change from FY 93 to FY 94

Non permanent staff previously off budget were included in the FY 94 budget request. Historically 

the department had not included those positions in budget requests and requested revised 

programs to mo v e  monies from contractual to personal services to pay for non perms.

Non permanent staff are included in the FY 94 operating budget request as follows:

Director’s Office -1 Non Perm Student Intern

Spill Prevention Planning and Management -1 Non Perm Environmental Specialist 

Contaminated Sites - 3 Non Permanent Environmental Specialists

Storage Tank Program -2 Environmental Specialists (seasonal) and 1 Clerk Typist (seasonal)

A permanent position was added In the Contaminated Sites Program (Site Discovery) 

and a long term non permanent position in the Underground Storage Tank Program 

was brought on budget as a permanent part time position.

Regional budgets included an additional .4 FTEs not previously assigned to Spill Prevention 

and Response projects.

All general funds were eliminated leaving 165.2 in general fund match in the budget request. 

g:\spar\h*arinc)j\rtincjtl* ravisad: 2/16/93
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OTHER AGENCIES
Military and. Vfeferans Affairs (DES)

Response frcparcdness & Planning 
Response Depots & Corps 
Hazards Analysis

Transportation and Public Facilities
Oil Response Ferries

Law
Cost Recovery ' , . . .  • . - .>
iieguldiera/G um »^K .

Public Safety
Environmental Grime*
24-Hoor Dilator??

Fish and Gam e
Contingency Plan Reviews

Natural Resources
Contingency Plan Reviews.

Administration
Telecofmxjn (cartons InstaHalion/Maintenance

State Emergency Response Commission 
Citizens' Oversight Council

ENVIRONMENTAL 
CONSERVATION

State Emergency Response Commission 
Local Emergency Planning Committees 
Hazardous Substance Spill Technology 

Review Council 
Contaminated Sites
Government Preparedness and Response 
Industry Prepcredness and Response 
Pollution Prevention 
Geographic Information Systems

SPILL RESERVE 
(Em ergency Reserve)

Alaska's Oil and Hoiardous Substance Release Response Fund Prepared hy APEC d/93



SPILL RESERVE EXPENDITURES BY FISCAL YEAR
(in thousands)

FY 90 245.5FY 91 256.8
FY 92 71.4
FY93 299.3(lodal* 11/22) FV 94 272.5
to:al 1.145.5

'note: Expenditures for FY94 include 156.7 fcr 
Project Chariot which will be reimbursed by 
c federal grant.

SPILL RESERVE AS A PERCENTAGE OF TOTAL 
RESPONSE FUND EXPENDITURES

0.9 %

h:\chrisu\srexp.xls



S U R C H A R G E  S U S P E N S I O N  v s .  

R E S P O N S E  F U N D  B A L A N C E

Surcharge

S u s p e n s i o n  C a l c u l a t i o n  =
C u m u l a t i v e  S u r c h a r g e  -  C u m u l a t i v e  E x p e n d i t u r e s

B a l a n c e  o f  R e s p o n s e  F u n d  =
( C u m u l a t i v e  S u r c h a r g e  + C u m u l a t i v e  O t h e r  F u n d s )  

-  C u m u l a t i v e  E x p e n d i t u r e s

Prepared by ADEC 1/94 *

G eneral Funds 
M itigation Account

o ^ e
f u n * * * 9
Soo****



Raaponaa Fund Summary at of Novamiiar B, 1SB3

Cummulativa Surcharge Coliactad

Cummulativa Expenditure!

Difference ;

Cummulativa Other Deposit!
Ganaral Fund 
Program Racaipts 
Mitigation Account 
Miacallanoua/Aecounta Receivable

Raaarva For Encumhrancaa 

Reiarva For Capital Angropriationa

Raaarva for FY 84 Operating Appropriation! 
(Excluding Sptf Raaarva Appropriation)

Balanca orSptf Raaarva

AS 43,96.230(b)
Calaulation Raaponea Fund

112,086,143 100,200,000

■127,180,873 -127,180,873

•16,105,728 -17,800,873

C 44,447,000
0 30,000,000
0 6,007,800
0 -3,040,052

0 -8,880,862

0 -3,181,126

0 8,302^10

•15.106,728 37,220,680



OIL AN D  HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND

Calculation of Current Available Balance of Spill Reserve (in thousands) 
June 30.1993 Balance Forward of the
Unreserved/Unobligated Spill Reserve 27.084.1
(This number reflects the amount of spill reserve 
available that is not encumbered or reserved for prior 
year authorizations. This amount lapsed at the 9nd of 
FY93 to the Response Fund and was available for 
appropriation in FY94)

FY94 Appropriation of 5 Cent Surcharge to
the Response Fund + 26,700.0
FY94 Appropriation of Mitigation Account to
the Response Fund + 661.2
TOTAL AVAILABLE FOR FY94 APPROPRIATION
FY94 Appropriation DEC Budget + 11.513.6
FY04 Appropriation DEC - Other Agencies ♦ 2,569.4
FV94 Capital Budget Appropriations ♦ 2.774.0
TOTAL FY94 APPROPRIATIONS
SPILL RESERVE AVAILABLE DURING FY94 
(This number refloats the balance of the Response 
Fund after FY94 Appropriations are mad# by th#
Legislature.)

FY94 EXPENDITURES FROM SPILL RESERVE 
(This represents yeor-to-date (11/17/93) expenditures 
for emergency response to sites which pose an 
imminent and substantial threat to human health or 
the environment. A detailed Isting of these sites is 
available. Please note that these are the onfy D€C 
expenditures mode without legWattve approval.

Authority to expend funds from the spil reserve for 
emergency responses is found under AS 
44.08.040(a)(1).)

SPILL RESERVE BALANCE AS OF 11/17/93

54.445.3

16.857.0

37.588.3

155.2

37,433.1
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OIL AN D HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND

Calculation of Cunent Available Balance of Spill Reserve (in thousands)
June 30,1993 Balance Forward of the 
Unreserved/Unobligated Spill Reserve
(This it jnber reflects the amount of spill reserve 
available th a i!«not encumbered or reserved for prior 
year authorizations. This amount lapsed at the end of 
FY93 to the Response Fund and was available for 
appropriation in FY94.)

27X584.1

FY94 Appropriation of 5 Cent Surcharge to 
the Response Fund
FY94 Appropriation of Mitigation Account to 
the Response Fund
TOTAL AVAILABLE FOR FY94 APPROPRIATION
FY94 Appropriation DEC Budget 
FY94 Appropriation DEC - Other Agencies 
FY94 Capital Budget Appropriations 
TOTAL FY94 APPROPRIATIONS
SPILL RESERVE AVAILABLE DURING FY94 
(This number reflects the balance of the Response 
Fund after FY94 Appropriations are made by the 
Legislature.)

FY94 EXPENDITURES FROM SPILL RESERVE 
(This lepresents year-to-date (11/17/93) expenditures 
for er. lergency response to sites which pose an 
imminent and substantial threat to human health or 
the environment. A detailed Isting of these stes is 
available. Pieces note that these are the only DEC 
expenditures mode without iegefattve approval. 
Authority to expend funds (torn the sp4l reserve for 
emergency responses is found under AS 

46.08.040(0X1))

♦ 26,700.0

661.2

♦ 11,513.6 
+ 2,569.4
♦ 2,774.0

SPILL RESERVE BALANCE AS OF 11/17/93

54.445.3

16,857.0

37.588.3

155.2

37.433.1
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Raaponaa Fund Suaunary aa of fc-VJibw 5,1881

Surcharga Calculation Par A3 43.55.230(b) -16,106,728

Eicon Collect ad ovar Appropriated -2,88w 146

QanaralFund 44,447,000 i

Progrant Racaipta 30,000,000 2

Mitigation Account 5,007,800

Mteeolonoua/Accounta Racoivabia -3,049,852

Eneumbrancta -6,890,892

Unobbgatad Capital Appropriation -3,181,126

FY 84 Unobiigatid Operating Appropriatlona 8,302,318
(Exdudbtg Spill Raaarva Appropriation)

Spi Raaarva 37,229,908

10mni Faed Depart IMP M2,9004X10 
General Fead Depart 18N *600.000 
Gweral Fm4 fcpert 1N7 M2fJ)00 
Smnl had Depart 1008 0300̂ 00 
BaoMaf Fuad Batane 1N6 (222,000

2 Enea Mrnharaemntt ISIS end 1N0



P r o p o s e d  H B  2 3 8  C S

AS 43.55.201
Suspended at
550 million 
(FY 961

STATE 
-.GENERAL FUNDftatdKIKIIttttM**

A.S. 43.55.211 
S e p a ra te  Account

...................

AS 4 6 .0 8 .0 2 5 (oH2W3)
Settlements,
Cost Recovery,
Fines,
Penalties, as a result 
of a  c a ta s tr o p h ic
oil discharge

A.S. 46.08.025(b) 
C atastroph ic  Oil jV-^ifi 
Release Response j 

Mitigation Account j
■■••••••••••■••••■■•••■■•••••a

A.S. 43.55.310 ] 
S ep a ra te  Account jI

AS 43.55.300

f  A.S. 46.08.020(b) 
jOil & Haz. Substancesj 
I Release Contingency K  
j & Abatement ! '

Mitigation J 5
Account Fund

O IL  &  H A Z A R D O U S  SU BSTAN C E 
R e le a s e  P r e v e n t io n  &  R e sp o n se  F u n d

A.S. 46.08.010

Catastrophic Oil Release 
Response Account
AS 46.08.010(a)(2)

Oil & Has. Substance 
Release Contingency & 
Abatement Account
AS 46.08.010(a)(2)

I

4 .2 0 0 .0 0 0  
gallons!

6  46.08.G20(a)(2).(3) 
Settlements,
Cost Recovery, 
Fines,
Penalties, 
ex c lu d in g  
those resulting from 
a  catastrophic oil 
discharge

3 0  day max. 
w /o  
concurrent 
resolution; may 
require special 
session

Accessed ONLY in the event of a  
catastrophic off spiff - over 100,000 

AS 46.04.900(2) (a)
b i g . -  • 

of a  disaster emergency 
by^lBPSdvornor - oil and hazardous 
substances AS 46.04.900(2) (b)

RESTORATION 7??

RESEARCH & DEVELOPMENT

• Investigate and evaluate release or 
threatened release of oil or a hazard* 
ous substance (non-catastrophic)

• Cost recovery
• State master plan
• Oil and Hazardous Substance 

Response Office
• Contingency plan review
• Response preparedness and training
• Depots & corps DMVA/DES
RESTORATION???*
ncocAnoite  ocvclopmcnt ■■

Prepdred by A P E C  4/93
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R e s p o n s e  F u n d  R e s t r u c t u r i n g  O p t i o n s  2 a h  TZx l ,

C o m p a r i s o n  o f  P r o p o s a l s  F o r  S B 2 1 5

No Change 
From Existing 
Statute

CSSB 215 
.025/.025 
Entire 

Response 
Fund to Spill 
Account

.025/.0T5 
Response 
Fund split 
equally

.03/. 02 
Proposal 
Response 
Fund Split 
60/40

.03/. 02 
Proposal Entire 
Response 
Fund to Spill 
Account

Fiscal Year 1995

Beginning Balance of Response Fund 
Beginning Balance of Spill Account

$63.2
SSIU $31.6 $25.3 $47.7

Beginning Balance of Abatement Account 512.9 $31.6 $37.9 $15.5

Total .05 Surcharge Collected in FY95 
Total Spill Surcharge Collected in FY95

$26.2
$0.0 $13.1 $10.5 $5.2

Total Abatement Surcharge Collected in FY95 $13.1 $13.1 $15.7 $15.7

Prevention & Response Prgm. All Agencies $13.5 $13.5 $13.5 $13.5 $13.5
Estimated Spill Reserve Use $0.8 $0.8 $0.8 $0.8 $0.8
Estimated Cost Recovery $0.3 $0.3 $0.3 $0.3 $0.3
Amount of Prevention Program Under-Funded ($0.6) $0.0 30.0 $0.0

Ending Balance of Response Fund 
Ending Balance of Spill Account

$48.9
$49.5 $30.8 $24.5 $46.9

Ending Balance of Abatement Account ($0.6) $18.1 $24.4 $2.0

Suspension and Reimposition Calculation ($6.1) $49.8 $44.2 $35.3 $52 5
Fiscal Year 1996

Beginning Balance of Response Fund 
Beginning Balance of Spill Account

$75.1
$49.8 $44.2 $35.3 $52.5

Beginning Balance of Abatement Account $12.5 $31.2 $40.1 $17.7

Total .05 Surcharge Collected in FY96 
Total Spill Surcharge Collected in FY96

$25.3
$3.0 $6.3 $10.1 $0.0

Total Abatement Surcharge Collected in FY96 $12.7 $12.7 $15.2 $15.2

Prevention & Response Prgm. All Agencies $13.9 $13 9 513.9 $13.9 513.9
Estimated Spill Reserve Use $0.8 $0.8 $0.8 $0.8 $0.8
Estimated Cost Recovery $0.3 $0.3 $0.3 $0.3 $0.3
Amount of Prevention Program Under-Funded ($0.8) $0.0 $0.0 $0.0

Ending Balance of Response Fund 
Ending Balance of Spill Account

$60.7
$49.0 $43.4 $34.5 $51.7

Ending Balance of Abatement Account ($1-4) $17.3 $26.2 $3.8

Suspension and Reimposition Calculation $4.5 : : $52.3 $50.0 $44.9
... $j£  0

SB215322.XLS Page 1



R e s p o n s e  F u n d  R e s t r u c t u r i n g  O p t i o n s

C o m p a r i s o n  o f  P r o p o s a l s  F o r  S B 2 1 5

No Change 
From i_xisting 
Statute

CSSB 215 
.025/.025 
Entire 

Response 
Fund to Spill 
Account

.025/.025 
Response 
Fund split 
equally

.°3/ 02 
Proposal 
Response 
Fund Split 
60/40

.03/.02 
Proposal Entire 
Response 
Fund to Spill 
Account

Fiscal Year 1997

Beginning Balance of Response Fund 
Beginning Balance of Spill Account

$86.0
$52.3 $50.0 $44.9 $52.0

Beginning Balance of Abatement Account $11.2 $29.9 $41.4 $19.0

Total .05 Surcharge Collected in FY97 
Total Spill Surcharge Collected in FY97

$24.8
$0.0 $0.0 $7.4 $0.0

Total Abatement Surcharge Collected in FY97 $12.4 $12.4 $14.9 $14.9

Prevention & Response Prgm. All Agencies $14.3 $14.3 $14.3 $14.3 $14.3
Estimated Spill Reserve Use $0.8 $0.8 $0.8 $0.8 $0.8
Estimated Cost Recovery $0.3 $0.3 $0.3 $0.3 $0.3
Amount of Prevention Program Under-Funded (51-7) $0.0 $0.0 $0.0

Ending Balance of Response Fund 
Ending Balance of Spill Account

$71.2
$51.5 $49.2 $44.1 $51.2

Ending Balance of Abatement Account ($3.1) $15.6 $27.1 $4.7

Suspension and Reimposition Calculation $14.2 $51.8 $49.5 $51.8 $51.5
Fiscal Year 1998

Beginning Balance of Response Fund 
Beginning Balance of Spill Account

$96.0
$51.8 $49.5 $51.8 $51.5

Beginning Balance of Abatement Account $9.3 $28.0 $42.0 $,9.5

Total .05 Surcharge Collected in FY98 
Total Spill Surcharge Collected in FY98

$23.8
$0.0 $3.0 $0.0 i  0

Total Abatement Surcharge Collected in FY98 S11.9 $11.9 $14.3 $14.3

Prevention & Response Prgm. All Agencies $14.8 S14.8 $14.8 $14.8 $14.8
Estimated Spill Reserve Use $0.8 SO.8 $0.8 $0.8 $0.8
Estimated Cost Recovery $0.3 SO.3 $0.3 $0.3 $0.3
Amount of Prevention Program Under-Funded ($2.4) $0.0 $0.0 $0.0

Ending Balance of Response Fund 
Ending Balance of Spill Account

$80.7
$51.0 $48.7 $51.0 $50.7

Ending Balance of Abatement Account ($5.4) $13.3 $27.2 $4.8

Suspension and Reimposition Calculation $22.4 $51.3 $52.0 $51.3 $51.0

SB215322.XLS Page 2



R e s p o n s e  F u n d  R e s t r u c t u r i n g  O p t i o n s

C o m p a r i s o n  o f  P r o p o s a l s  F o r  S B 2 1 5

No Change 
From Existing 
Statute

CSSB 215 
.025/.025 
Entire 

Response 
Fund to Spill 
Account

.025/.025 
Response 
Fund split 
equally

.03/.02 
Proposal 
Response 
Fund Split 
60/40

.03/.02 
Proposal Entire 
Response 
Fund to Spill 
Account

Fiscal Year 1999

Beginning Balance of Response Fund 
Beginning Balance of Spill Account

$104.5
$51.3 $52.0 $51.3 $51.0

Beginning Balance of Abatement Account $6.5 $25.2 $41.5 $19.1

Total .05 Surcharge Collected in FY99 
Total Spill Surcharge Collected in FY99

$22.4
$0.0 $0.0 $0.0 $4.5

Total Abatement Surcharge Collected in FY99 $11.2 $11.2 $13.4 $13.4

Prevention & Response Prgm. All Agencies $15.2 $15.2 $15.2 .$15.2 $15.2
Estimated Spill Reserve Use $0.8 $0.8 $0.8 $0.8 $0.8
Estimated Cost Recovery $0.3 $0.3 $0.3 $0.3 $0.3
Amount of Prevention Program Under-Funded ($3.3) $0.0 $0.0 $0.0

Ending Balance of Response Fund 
Ending Balance of Spill Account

$88.8
$50.5 $51.2 $50.5 $50.2

Ending Balance of Abatement Account ($8.7) $10.0 $26.3 $3.9

Suspension and Reimposition Calculation $28.8 $60.8 $51.5 $50.8 $54.9

Total Prevention Program Underfunding ($8.7) $0.0 $0.0 $0.0
Total Spill Account Surcharge Paid $122.5 $3.0 $22.4 $28.0 $9.7

Total Abatement Account Surcharge Paid $61.3 $61.3 $73.5 $73.5 |

Total Surcharges Paid $122.5 $64.2 $83.7 $101.5 $83.2

SB215322.XLS Page 3
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O il a n d  H a z a r d o u s  S u b s t a n c e  R e le a s e  R e s p o n s e  F u n d  
H i s t o r ic a l  E x p e n d i t u r e s  a n d  F u n d in g  

A c t u a l  D a ta

| F Y 8 7  j F Y 8 8  | F Y 8 9  | F Y 9 0  | F Y 9 1  | F Y 9 2  | F Y 9 3  | F Y 3 4  | T O T A L  " |

R e v e n u e  t o  R e s p o n s e  F u n d
G e n e ra l F u nd  B a la n c e  F o rw a rd SO.O
M itigation A ccoun t T r a n s fe rs  In $ 3 0 2 . 7 $ 1 3 6 . 5 $ 1 9 7 . 6 $ 1 ,6 9 6 .1 $ 3 0 .1 $ 1 ,8 2 3 . 3 $ 6 6 1 .2 $ 4 ,8 4 7 . 5
G e n e ra l F u nd  T ra n s fe rs  In * 3 8 0 . 7 $ 9 7 6 .2 $ 1 0 , 5 0 0 . 0 $ 3 2 , 6 0 0 . 0 $ 4 4 , 4 5 6 . 9
G e n e ra l F u nd  P ro g ra m  R e c e ip ts  T r a n s fe r  In $ 9 ,4 6 9 . 0 $ 1 5 , 5 9 6 . 7 $ 2 ,9 7 6 . 9 ($ 5 5 3 .0 ) $ 2 7 , 4 8 9 . 6

T o ta l G e n e ra l F u nd  T ra n s fe r s  In $ 6 8 3 . 4 $ 9 7 6 . 2 $ 2 0 , 1 0 5 . 5 $ 4 8 , 3 9 4 . 3 $ 4 ,6 7 3 .0 ( $ 5 2 2 .9 ) $ 1 ,8 2 3 .3 $ 6 6 1 .2 $ 7 6 , 7 9 4 . 0

.0 5  S u rc h a rg e  R e c e ip ts  T r a n s fe r  In $ 2 7 ,0 0 0 .0 $ 2 8 , 5 0 0 . 0 $ 2 7 , 0 0 0 . 0 $ 2 6 ,7 0 0 .0 $ 1 0 9 , 2 0 0 .0

T O T A L  R E V E N U E $ 6 8 3 . 4 $ 9 7 6 .2 $ 2 0 , 1 0 5 . 5 $ 4 8 , 3 9 4 . 3 $ 3 1 , 6 7 3 . 0 $ 2 7 ,9 7 7 .1 $ 2 8 , 8 2 3 . 3 $ 2 7 ,3 6 1 .2 $ 1 8 5 , 9 9 4 .0

E x p e n d i tu r e s  F r o m  T h e  R e s p o n s e  F u n d  
S ta tew id e  P ro g ra m s  
Exxon  V a ld e z  O il S p ill 
C ap ita l Budget

$ 4 2 8 . 7 $ 3 2 9 . 9
$ 6 ,2 7 1 . 6

$ 1 ,7 0 2 . 0
$ 3 1 , 7 7 5 . 6

$ 6 ,0 3 4 .7
$ 2 4 ,9 1 2 .1

$ 5 8 3 .7

$ 8 ,6 1 7 .3
$ 1 5 , 7 0 2 . 8

$ 5 5 5 . 9

$ 2 3 , 7 8 5 . 2
$ 2 9 7 . 0
$ 1 7 7 . 9

$ 1 4 ,0 8 3 .0

$ 2 ,7 7 4 .0

$ 5 4 ,5 5 2 .1
$ 7 8 ,9 5 9 .1

$ 4 ,0 9 1 . 5

T O T A L  E X P E N D IT U R E S $ 4 2 8 . 7 $ 3 2 9 . 9 $ 6 ,2 7 1 . 6 $ 3 3 , 4 7 7 . 6 $ 3 1 , 5 3 0 . 5 $ 2 4 , 8 7 6 . 0 $ 2 4 ,2 6 0 .1 $ 1 6 ,8 5 7 .0 $ 1 3 8 , 0 3 1 .4

A n a ly s is
%  G e n e ra l F u n d s  F o r  F is c a l Y e a r 1 0 0 .0 0 % 1 0 0 .0 0 % 1 0 0 .0 0 % 1 0 0 .0 0 % 1 4 .7 5 % - 1 .8 7 % 6 .3 3 % 2 .4 2 % 4 1 .2 9 %
%  S u rc h a rg e  F u n d s  F o r  F is c a l Y e a r 0 .0 0 % 0 .0 0 % 0 .0 0 % 0 .0 0 % 8 5 .2 5 % 1 0 1 .8 7 % 9 3 .6 7 % 9 7 .5 8 % 5 8 .7 1 %

P rop o rtion  E xpend ed  F rom  G e n e ra l F u nd s $ 4 2 8 . 7 $ 3 2 9 . 9 $ 6 ,2 7 1 . 6 $ 3 3 , 4 7 7 . 6 $ 4 ,6 5 2 . 0 ($ 4 6 4 .9 ) $ 1 ,5 3 4 . 6 $ 4 0 7 .4 $ 4 6 ,6 3 6 .8
P rop o rtion  E xpend ed  F rom  S u rc h a rg e  F u nd s $ 0 .0 $ 0 .0 $ 0 .0 $ 0 .0 * 2 6 ,8 7 8 .5 $ 2 5 , 3 4 0 . 9 $ 2 2 , 7 2 5 . 5 $ 1 6 ,4 4 9 .6 $ 9 1 ,3 9 4 .6
T o ta l E xpend itu res $ 4 2 8 . 7 $ 3 2 9 . 9 $ 6 ,2 7 1 . 6 $ 3 3 , 4 7 7 . 6 * 3 1 .5 3 0 .5 $ 2 4 , 8 7 6 . 0 $ 2 4 ,2 6 0 .1 $ 1 6 ,8 5 7 .0 $ 1 3 8 , 0 3 1 .4

R e c o n c i l i a t i o n
T o ta l R e v e n u e $ 1 8 5 , 9 9 4 .0
L e s s  T o ta l E xpend itu res $ 1 3 8 , 0 3 1 .4
Su b to ta l $ 4 7 ,9 6 2 .6
L e s s  R e s e rv e  F o r  E n cu m b ran c e s $ 1 0 ,5 5 9 .2
Sp ill R e s e rv e  B a la n c e $ 3 7 ,4 0 3 .4

R F R A T IO  X L S



Department of Environmental Conservation 
Response Fund Operating Budget Growth

14,000.0

12 ,000.0

10 ,000.0

8,000.0

C o n tam in a te d  S ite s  $2 ,815.1 
O th e r DEC P ro g ram s $567.4

Fu ll fu n d  n e w  p o s it io n  & 5% COLA

HB566 
HB566 

C on t S ite s  C le a n up

R ed u ce  RF A dm in  $ 
Fund  S o u rc e  S w itc h  to  T an  

A d d  HI $43.0

RF A dm in  (O ther A g en c ie s)  $2,569.4 
O th e r DEC P ro g ram s $74.3

FY91 FY92 FY93 FY94 FY95REQ
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Department of Environmental Conservation 
Response Fund Operating Budget Growth

14,000.0

12 ,000.0

10 ,000.0

8,000.0

6 ,000.0

4 ,0 0 0 .0

2 ,000.0

0.0

FY90 FY91 FY92 FY93 FY94 FY95REQ

■  FY94/FY95 Change

■  FY93 Change

□  FY92 Change

□  HB566 (Spill Response)

■  HB567 (C-Plans)

■  Convert GF to RF-Cont Sites Cleanup 

L J SB261 (C-Plans)

H  S B 264 (Corp/Depots)



SB264(Corps & Depots) 
SB261 (C-Plans)

•Operating Budget Only*

h:\home\dank\95budget\95sum\rfsum.xls 
Response Fund Appropriations 
Department of Environmental Conservation 

3/1/94
Operating Budget Items

Funding
Auth RF GF OTHER

FY90 4,371.8
3909.9
461.9

Comments

FY91 I 2,439.0 j
518.0 (518.0) 

1,371.0
550.0

Convert GF to RF for Cont Sites cleanup 
HB567(C-Plans)
HB566 (Spill Response)

FY92

FY93

FYS4

| 434.3 |
485.2 
182.1
(233.0)

| 3.382.5 [
1,582.7 
639.1
181.3
102.3 
(355.3)
1.232.4

\ 3,312X1
101.5
123.0
186.5
108.0 
224.0

2.569.4

(182.1)

(639.1)
(181.3)

Full fund new fiscal note positions & 5% COLA 
Convert GF to RF for SPAR Director component
Move Kenai cleanup to front of budget($280.0), $47.0 other miscellaneous

Contaminates Sites conversion from Non-operating to operating budget
IAS Component conversion from GF to RF
SPAR Director Component conversion from GF to RF
SRCHSpill Response Office) component increment for response preparedness, safety & equipment 
SPPM(Spill Prevention/Planning Mgt) component -reduce projects/delete 1PFT tc STR Council 
Contaminated Sites

HIH
IAS Component
EQ Director Component-Pollution Frevention 
EQ Monitoring & Lab Component 
Storage Tanks
Increment to SouthCentral Region for Cont Sites & Spill Response 
Response Fund Administration Component-other Agency funding

FYM fteq itts t I  <417.4)1
(358.4)
(102.0)
43.0

*      ..  '
Reduce RF Admin Component $358.4

102.0 Fund Source switch to Tanks $102.0
Increase Health Insurance - all Components

A'-*-

RF Tota l| 13,522.6 1 Less Projected Spill Reserve $49,686.8



F Y  9 3  S P I L L S  W H E R E  R E S P O N S E  F U N D  W A S  A C C E S S E D
( D O E S  N O T  I N C L U D E  P E R S O N A L  S E R V I C E S )

SPILL NAME RF USE (200-500)

Rezanof Drive Drum 882

Noyes Slough Drum 1447

Rifle Range Drum 1799

Seward Soil Site 1441

South Central Comm RB 148

Aniak Lift Station 61336

Anchorage Bluff 288

Neka Bay Fish Kill 36115

Cinnabar LP 9266

Thane Road 6210

Kodiak Landslide 6681

Kake Tribal Log • 3259

McDowell Sterling 14955

Trident Dock 832.00

Klawock Ammonia 836.00

Bethel BIA 14607.00

Donna's Sunchaser 457.00

Talkeetna Train Derail 374.00

Village of Wainwright 842.00

(G:\GPRP'1_YNN\SPILLS.TBL)



h:\home\dank\95budget\95sum\rfsum.xls 
Response Fund Appropriations 
Department of Environmental Conservation 

3/1/94
Operating Budget Items

Funding
Autfi RF GF OTHER

FY90 : : 4,371.8
3909.9
461.9

FY91 2,439.0

FY92

518.0 
1,371.0
550.0

(518.0)

434.3 :
485.2
182.1
(233.0)

(182.1)

FY93 ( 3,382.5
1.582.7
639.1
181.3
102.3 
(355.3)
1,232.4

(639.1)
(181.3)

•Operating Budget Only*

Comments 1
SB264(Corps & Depots)

V:v.

SB261 (C-Plans)

Convert GF to RF for Cont Sites cleanup 
HB567(C-Plans)
HB566 (Spill Response)

„ i n  > A  $  ..... • ,
Full fund new fiscal note positions & 5% COLA 
Convert GF to RF for SPAR Director component
Move Kenai cleanup to front of budget($280.0), $47.0 other miscellaneous

Contaminates Sites conversion from Non-operating to operating budget
IAS Component conversion from GF to RF
SPAR Director Component conversion from GF to RF
SROISpill Response Office) component increment for response preparedness, safety & equipment 
SPPMlSpill Prevention/Planning Mgt) component -reduce projects/delete 1PFT to STR Council 
Contaminated Sites

M: • 1

I 3.312.41 .
101.5 IAS Component
123.0 EQ Director Component-Pollution Prevention
186.5 EQ Monitoring & Lab Component
108.0 Storage Tanks
224.0 Increment to SouthCentral Region for Cont Sites & Spill Response

2,569.4 Response Fund Administration Component-other Agency funding

FY?5*e«*wst . . { <417.4)|
(358.4)
(102.0)
43.0

RF Total| 13,522.6

 - ,  '  . .. . ' : . .:. . ...........
Reduce RF Admin Component $358.4

102.0 Fund Source switch to Tanks $102.0
Increase Health Insurance - all Components

Less Projected Spill Reserve $49,686.8
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F Y  93  S P I L L S  W H E R E  R E S P O N S E  F U N D  W A S  A C C E S S E D
( D O E S  N O T  I N C L U D E  P E R S O N A L  S E R V I C E S )

SPILL NAME RF USE (200-500)

Rezanof Drive Drum 882

Noyes Slough Drum 1447

Rifle Range Drum 1799

Seward Soil Site 1441

South Central Comm RB 148

Aniak Lift Station 61336

Anchorage Bluff 288

Neka Bay Fish Kill 36115

Cinnabar LP 9266

Thane Road 6210

Kodiak Landslide 6681

Kake Tribal Log 3259

McDowell Sterling 14955

Trident Dock 832.00

Klawock Ammonia 836.00

Bethel BIA 14607.00

Donna's Sunchaser 457.00

Talkeetna Train Derail 374.00

Village of Wainwright 842.00

(G:\GPnPLYNN\SPILLS.TBL)



FY 93 USE OF DEC TERM CONTRACTORS FOR 
SPILL RESPONSE OVERSIGHT OR CLEANUP

SPILL NAME AMOUNT ENCUMBERED 
FOR TERM CONTRACT

Pillar Creek Drum and Disposal 11117.83

Municipality of Anchorage Barrels 11 2352.50

Umiat 15367.00

Klawock Chlorine Leak 28786.46

Peninsula Circle Drums 500.00

79th and Hartzell Drums 1000.00

Dalton Highway Drums 7600.00

Little Rabbit Creek Drums 2133.00

Neelon Drum Site 9896.00

Bradley River Barge 75661.00

Cabin Lake Road Drums 27916.00

(G:\GPRP\LYNN\SPILLS.TBL)



S T O R A G E  T A N K  A S S IS T A N C E  F U N D  
F U N D IN G  S O U R C E  H IST O R Y

F Y 91 $ 6 ,0 0 0 ,0 0 0  initial capitalization of fund from general fund 
$ 5 2 5 ,5 7 8  tank registration receipts

F Y 9 2 no new  appropriations to fund for FY92 
$ 5 0 9 ,4 0 6  tank registration receipts

F Y 9 3 $ 5 ,0 0 0 ,0 0 0  appropriated to fund from mitigation account 
$ 4 8 1 ,1 5 0  tank registration receipts

F Y 9 4 $ 4 ,9 9 1 ,5 0 0  appropriated to fund from mitigation account 
$ 3 4 4 ,2 4 6  tank registration receipts to date

F Y 9 5
PROPOSED... $ 5 ,9 2 4 ,5 0 0  appropriated to fund from mitigation account 

$ 3 8 0 ,0 0 0  anticipated in tank registration receipts

fndghist.xls
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WALTER J. HICKEL, GOVERNOR

DEPT. OF ENVIRONMENTAL CONSERVATION

O F F I C E  O F  T H E  C O M M I S S I O N E R  Phone: (907) 4 6 5 - 5 0 5 0
4 10 W I L L O U G H B Y  A V E N U E ,  S U I T E  105 Fax: (907) 4 6 5 - 5 0 7 0
J U N E A U ,  A K  9 9 8 0 1 - 1 7 9 5

MARCH 1. 1994 8ENATE FINANCE COMMITTEE HEARING ON CS SB21S (»U») 
RELATING TO THE OIL & HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND 
STATEMENT - JOHN SANDOR. COMMISSIONER. DEPT. OF ENVIRON. CONS.

M a d a m  Ch a i r ,  I a p p r e c i a t e  t h e  o p p o r t u n i t y  t o  t e s t i f y  on  t h i s  
p r o p o s e d  l e g i s l a t i o n .  T h e  D e p a r t m e n t  a p p r e c i a t e s  t h e  
L e g i s l a t u r e ' s  c l o s e l y  e x a m i n i n g  t h e  O i l  a n d  H a z a r d o u s  S u b s t a n c e  
R e l e a s e  R e s p o n s e  F u n d  a n d  d e t e r m i n i n g  w h a t  o p p o r t u n i t i e s  t h e r e  
are t o  a m e n d  a n d  i m p r o v e  t h e  p r o c e s s  b y  w h i c h  t h i s  f u n d  is 
m a n a g e d  a n d  a d m i n i s t e r e d .  W e  c o n t i n u e  t o  w o r k  w i t h  l e g i s l a t o r s  
a n d  c o m m i t t e e  s t a f f s  in s e a r c h  for a c o n s e n s u s  a p p r o a c h  a n d  
c o m m o n  g o a l s  w h i c h  w i l l  a s s u r e  a s t r o n g  p r e v  n t i o n  p r o g r a m  to 
r e d u c e  t h e  r i s k s  o f  oil a n d  h a z a r d o u s  s u b s t a n c e  s p i l l s ,  a n d  a 
s t r o n g  r e s p o n s e  p r o g r a m  w h i c h  w i l l  l e a v e  n o  d o u b t  as t o  t h e  S t a t e  
of A l a s k a ' s  s t r o n g  c o m m i t m e n t  t o  p r o t e c t  t h e  e n v i r o n m e n t ,  p e o p l e  
a n d  c o m m u n i t i e s  f r o m  t h e  a d v e r s e  i m p a c t s  of s u c h  s p i lls.

I w a n t  t o  r e i t e r a t e  t h e  A d m i n i s t r a t i o n ' s  v e r y  p o s i t i v e  r e c o r d  of 
i m p r o v e d  m a n a g e m e n t  of  t h e  R e s p o n s e  Fund. In 1991, I o r d e r e d  an 
I n t e r n a l  A u d i t  o f  t h i s  fund, a n d  for t h e  p a s t  t h r e e  y e a r s  h a v e  
i m p l e m e n t e d  a n u m b e r  o f  i m p r o v e m e n t s  in its m a n a g e m e n t  a n d  
a d m i n i s t r a t i o n .  A s  a r e s u l t  w e  h a v e  b e e n  a b l e  t o  i n c r e a s e  the 
fu n d  b a l a n c e  o f  6 m i l l i o n  d o l l a r s  in 1991 t o  12 m i l l i o n  in 1992, 
24 m i l l i o n  in 1993 a n d  a p r o j e c t e d  b a l a n c e  of  37 m i l l i o n  a t  t h e  
end o f  1994. W e  a r e  w e l l  o n  o u r  w a y  t o  a c h i e v i n g  o u r  o b j e c t i v e  
of a 50 m i l l i o n  d o l l a r  f u n d  b a l a n c e .  A  r e p o r t  of  t h e  L e g i s l a t i v e  
B u d g e t  a n d  A u d i t  r e v i e w  of  t h e  r e s p o n s e  fu n d  w i l l  s o o n  be 
r e l e a s e d .

I b e l i e v e  t h e  S e n a t e  R e s o u r c e s  s u b c o m m i t t e e  w o r k s h o p  i n v o l v i n g  
r e p r e s e n t a t i v e s  of  i n t e r e s t e d  p a r t i e s  at  t h e  t a b l e  w a s  e s p e c i a l l y  
p r o d u c t i v e .  A l l  p a r t i e s  p r e s e n t e d  i m p o r t a n t  c o n c e r n s  w h i c h  I 
h o p e  t h e  C o m m i t t e e  w i l l  a d d r e s s .  O n e  of  t h e  m a j o r  c o n c e r n s  w a s  
t h e  s h i f t  o f  D E C  G e n e r a l  F u n d i n g  t o  F e e  R e c e i p t s .  In FY 91, 61% 
of D E C ' s  f u n d i n g  c a m e  f r o m  G e n e r a l  Fu n d s ;  n o w  it is 29%.

M a d a m  Cha i r ,  I w a n t  to  a g a i n  e m p h a s i z e  t h e  A d m i n i s t r a t i o n ' s  
s t r o n g  c o m m i t m e n t  t o  e n v i r o n m e n t a l  p r o t e c t i o n .  W h e n  G o v e r n o r  
H i c k e l  w a s  S e c r e t a r y  of  I n t e r i o r ,  a n d  t h e  S a n t a  B a r b a r a  o f f - s h o r e  
s p i l l  o c c u r r e d ,  h e  i n s t i t u t e d  v e r y  d r a m a t i c  c h a n g e s  in 
g o v e r n m e n t a l  o v e r s i g h t  t o  not o n l y  c l e a n - u p  t h e  spill, b u t  t o  p u t  
in pl a c e ,  p r e v e n t i o n  a n d  r e s p o n s e  r e q u i r e m e n t s  t h a t  w e r e  t o u g h  
b u t  r e a s o n a b l e .  H i s  l i a b i l i t y  a n d  f i n a n c i a l  r e s p o n s i b i l i t y  
r e q u i r e m e n t s  p r o m p t e d  s o m e  f r o m  the oil i n d u s t r y  t o  s e e k  h i s  
d i s m i s s a l .  H e  d i d  n o t  w a i v e r .
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W e  c a n n o t  a f f o r d  t o  b e  l e s s  v i g i l a n t .  W e  c a n n o t  a f f o r d  t o  f o r g e t  
t h e  l e s s o n s  of t h e  E x x o n - V a l d e z  Oil Sp i l l .  W e  c a n n o t  a f f o r d  Lo 
m a k e  f u r t h e r  r e d u c t i o n s  in o u r  o v e r s i g h t ,  p r e v e n t i o n  a n d  r e s p o n s e  
c a p a b i l i t i e s .  W e  c a n n o t  a f f o r d  t o  b e  s a t i s f i e d  w i t h  h a l f - t i m e  
e n v i r o n m e n t a l  c o v e r a g e  o n  t h e  N o r t h  Sl o p e .  W e  c a n n o t  a f f o r d  to 
d i m i n i s h  o u r  t e c h n i c a l  s t a f f s  e v e n  as w e  a r e  r e v i e w i n g  t h e  a u d i t s  
o f  a n  a g i n g  p i p e l i n e .  A t  t h e  s a m e  time, w e  d o  w a n t  t o  c o n t i n u e  
t o  i m p r o v e  t h e  m a n a g e m e n t  o f  t h e  R e s p o n s e  Fund, a n d  a r e  c a r e f u l l y  
a n a l y z i n g  v a r i o u s  o p t i o n s  t o  a c h i e v i n g  t h a t  o b j e c t i v e .

W e  c o n t i n u e  t o  s u p p o r t  t h e  p r o p o s e d  i m p r o v e m e n t s  in t h e  o p e r a t i o n  
a n d  m a n a g e m e n t  of t h e  r e s p o n s e  f u n d  t h a t  w e  p r e s e n t e d  t o  t h e  
S e n a t e  a n d  H o u s e  N a t u r a l  R e s o u r c e  C o m m i t t e e s .  A l t h o u g h  s e v e r a l  
a m e n d m e n t s  w e r e  a d o p t e d  a t  t h e  F e b r u a r y  16, 1994 S e n a t e  R e s o u r c e  
C o m m i t t e e  H e a r i n g  w h i c h  i m p r o v e d  the p r o p o s e d  l e g i s l a t i o n ,  t h e  
A d m i n i s t r a t i o n ' s  p r o p o s a l  t h a t  t h e  n i c k e l  b e  s p l i t  on  a 3 c e n t  
p r e v e n t i o n / o p e r a t i o n s  a n d  2 c e n t  r e s p o n s e  s p l i t  w a s  n o t  a d o p t e d  
a t  t h a t  t i me.

M a d a m  C h a i r ,  a 2 1/2 C e n t  P r e v e n t i o n / O p e r a t i o n s  s p l i J is u n w i s e  
f r o m  s e v e r a l  s t a n d p o i n t s :  First, t h i s  l e v e l  o f  470 f u n d i n g  w o u l d
n o t  s u p p o r t  t h e  e x i s t i n g  p r e v e n t i o n / o p e r a t i o n s  p r o g r a m  in t h e  
future, a n d  w o u l d  r e q u i r e  a u t h o r i z a t i o n  of  a p p r o p r i a t e d  G e n e r a l  
F u n d s  o r  n e w  fee p r o g r a m s  o f  $ 5 5 0 . 0  in FY 95 a n d  g r e a t e r  a m o u n t s  
in l a t e r  ye a r s .  S e c o n d ,  w e  h a v e  h a d  a s e r i e s  o f  s p i l l s  a n d  
i n c i d e n t s  in t h e  l a s t  60 d a y s  w h i c h  c l e a r l y  s h o w  w e a k n e s s e s  in 
t h e  S t a t e ' s  a n d  i n d u s t r y ' s  s p i l l  p r e v e n t i o n  a n d  r e s p o n s e  
p r o g r a m s .  T h i r d ,  t h i s  l e v e l  of f u n d i n g  w o u l d  n o t  a s s u r e  a d e q u a t e  
s u p p o r t  f o r  t h e  c o m b i n e d  D e p a r t m e n t  of M i l i t a r y  a n d  V e t e r a n s  
A f f a i r s  ( D M V A ) , D i v i s i o n  of E m e r g e n c y  S e r v i c e s  and D E C ' s  
e m e r g e n c y  p r o g r a m s  s t e m m i n g  f r o m  n a t u r a l  d i s a s t e r s .

A c c o m p a n y i n g  t h i s  s t a t e m e n t  is a F i n a n c i a l  C o m p a r i s o n  of R e s p o n s e  
F u n d  R e s t r u c t u r i n g  O p t i o n s .  Mr. B o b  Poe, R e s p o n s e  F u n d  M a n a g e r ,  
c a n  p r o v i d e  a d e t a i l e d  b r i e f i n g  o f  t h i s  a n a l y s i s .  D E C ' s  F i s c a l  
N o t e  f o r  C S  S B 2 1 5  is a l s o  p r e s e n t e d .

M a d a m  C h a i r ,  I a l s o  a m  c o n c e r n e d  w i t h  t h e  p r e s e n t  C o m m i t t e e  
S u b s t i t u t e ' s  r e q u i r e m e n t  t h a t  t h e  G o v e r n o r  i s s u e  a f o r m a l  
A d m i n i s t r a t i v e  O r d e r  w i t h i n  f i v e  d a y s  of D E C ' s  r e p o r t i n g  s u c h  
s p i l l s  t o  t h e  G o v e r n o r ,  b e f o r e  w o r k  c o u l d  c o n t i n u e  o n  oil spills. 
T h e  D e p a r t m e n t  r e c e i v e d  o v e r  2 , 5 0 0  r e p o r t s  of s p i l l s  w h i c h  
r e s u l t e d  i n  o v e r  8 0 0  r e s p o n s e s  w i t h i n  t h e  l a s t  y e ar. T e n  of 
t h e s e  s p i l l s  w e r e  o v e r  1 0 , 0 0 0  g a l l o n s .  In a d d i t i o n  to  t h e  
p o t e n t i a l  d e l a y s  in e f f e c t i v e  r e s p o n s e ,  t h e r e  a r e  l i a b i l i t y  
q u e s t i o n s  r a i s e d  if a n  e f f e c t i v e  r e s p o n s e  is n o t  c o n t i n u e d  and 
g r o u n d  w a t e r ,  f i s h i n g  or  o t h e r  r e s o u r c e s  a r e  d a m a g e d  as a r e s u l t  
o f  d e l a y s  o r  d e c i s i o n s  n o t  to  p r o c e e d  w i t h  e f f e c t i v e  c l e a n - u p  
a c t i o n .  W e  s u g g e s t  a d o p t i o n  o f  t h e  l a n g u a g e  w e  p r o p o s e d  at t h e  
S e n a t e  R e s o u r c e  C o m m i t t e e ' s  F e b r u a r y  11 w o r k s h o p .
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I m u s t  a l s o  p o i n t  o u t  t h a t  in t h e  p r e s e n t  C o m m i t t e e  S u b s t i t u t e ,  
t h e  c u r r e n t  b a l a n c e  o f  t h e  R e s p o n s e  F u n d  o f  37.4 m i l l i o n  is 
t o t a l l y  a l l o c a t e d  t o  t h e  C a t a s t r o p h i c  S p i l l  A c c o u n t .  S i n c e  a 
l a r g e  p e r c e n t a g e  of  t h e s e  f u n d s  o r i g i n a t e d  f r o m  G e n e r a l  Funds, 
a n d  not " n i c k e l s " ,  w e  b e l i e v e  t h i s  f u n d  s h o u l d  be  s p l i t  b e t w e e n  
t h e  p r e v e n t i o n / o p e r a t i o n s  a n d  c a t a s t r o p h i c  s p i l l  a c c o u n t s .

M a d a m  Chair, I m a d e  r e f e r e n c e  to s e v e r a l  w a k e - u p  c a l l s  t h e  l a s t  
s i x t y  d a y s  w h i c h  s h o u l d  r e m i n d  u s  o f  o u r  v u l n e r a b i l i t y  to 
a c c i d e n t s  a n d  n a t u r a l  d i s a s t e r s  w h i c h  w i l l  l e a d  to  oil a n d  
h a z a r d o u s  s u b s t a n c e  s p i l l s :  O n  D e c e m b e r  27 - 2 8 ,  1993 o v e r  1 5 , 0 0 0  
g a l l o n s  o f  c r u d e  oil w e r e  s p i l l e d  f r o m  a s t o r a g e  t a n k  in t o  
s e c o n d a r y  c o n t a i n m e n t  a t  t h e  D r i f t  R i v e r  T e r m i n a l ;  t h e  A R C O  N o r t h  
S l o p e  s p i l l  w h i c h  w a s  d i s c o v e r e d  t h e  m o r n i n g  o f  D e c e m b e r  30,
1993; t h e  O v e r s e a s  O h i o  t a n k e r  v e s s e l  w h i c h  h i t  an i c e b e r g  in 
P r i n c e  W i l l i a m  S o u n d  j u s t  25 m i l e s  s o u t h  o f  V a l d e z  on J a n u a r y  
2nd, 1994; t h e  O v e r s e a s  W a s h i n g t o n  t a n k e r ' s  l o s s  of full p o w e r  
d u r i n g  its a p p r o a c h  to t h e  b e r t h  in C o o k  I n l e t  on F e b r u a r y  17, 
1994; a n d  t h e  r e c e n t  L o s  A n g e l e s  E a r t h q u a k e  w h i c h  r e s u l t e d  in a 
m a j o r  c r u d e  oil p i p e l i n e  s p i l l  as w e l l  as h a z a r d o u s  s u b s t a n c e  
r e l e a s e s .  W e  w i l l  c o n t i n u e  to  h a v e  oil a n d  h a z a r d o u s  s u b s t a n c e  
s p i lls, a n d  m u s t  b e  p r e p a r e d  to  e f f e c t i v e l y  r e s p o n d  to them.

T h e  S t a t e  o f  A l a s k a  m u s t  h a v e  s t r o n g  a n d  w e l l - c o o r d i n a t e d  
p r e v e n t i o n ,  r e s p o n s e ,  c l e a n - u p  a n d  r e s t o r a t i o n  p r o g r a m s  to  d e a l  
w i t h  s u c h  i n c i d e n t s .  T h e  DMVA, D E C  a n d  o t h e r  u n i t s  o f  S t a t e  
g o v e r n m e n t  a r e  w o r k i n g  t o g e t h e r  t o  a c h i e v e  t h a t  o b j e c t i v e .

M a d a m  Chair, t h e  A d m i n i s t r a t i o n  w a n t s  to w o r k  in p a r t n e r s h i p  w i t h  
t h e  A l a s k a  L e g i s l a t u r e  t o  not o n l y  i m p r o v e  t h e  m a n a g e m e n t  of  t h e  
r e s p o n s e  fund, b u t  t o  a l s o  s t r e n g t h e n  t h e  S t a t e ' s  p r e v e n t i o n  a n d  
r e s p o n s e  c a p a b i l i t y .  A  s p l i t  f u n d i n g  f o r m u l a  w h i c h  w o u l d  
a l l o c a t e  n o  l e s s  t h a n  3 c e n t s  for t h e  p r e v e n t i o n ,  c o n t i n g e n c y  
p l a n n i n g  a n d  o p e r a t i o n s  p r o g r a m s  w o u l d  h e l p  a c h i e v e  t h a t  
o b j e c t i v e .

T h a n k  y o u  for t h e  o p p o r t u n i t y  t o  p a r t i c i p a t e  in t h i s  h e a r i n g .

F I L E :470FUND3
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Revision Dale: _______________ ________________
Title: Oil and Hazardous Substance Release

STATE OF ALASKA
9 9 4  L E G I S L A T I V E  S E S S I O N

BILL NO.

Department Affected:

SB 215

Environmental 
Conservation

Response Fund SPAR/Administrative Services
Sponsor Senator Miller
Requestor Senate Resources Committee"

BRU: _____________________
Component: All SPAR Components

Response Fund Administration
COMPONENT SERIAL NO.

Expenditures/Revenues:
OPERATING EXPENDITURES FY 95 FY 96 FY 97 FY 98 FY 99 FY00
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND&STRUCTURES
GRANTS .CLAIMS
MISCELLANEOUS t
TOTAL OPERATING $550.0 $1,449.0 $2,860.0 $4,283.0 $5,469.0 | $6,918.0

|CAPITAL EXPENDITURES"

CHANGE IN REVENUES ( ) .............. ............T " !

FUNDSOURCE
11002 Federal Recejpu

003 GF Match
.004 GF $550.0 $1,449.0 $2,860.0 $4,283.0 $5,469.0 $6,918.0
1005 GF/Program Receipt
1006 GF/MHTIA
Other
TOTAL $550.0 $1,449.0 $2,860.0 i4 ,283.6 $5,469.0 $6,918.0

Eatlmate of any current yew (FY94) c«rt.‘ $

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)

See attached

Prepared by: Bob Poe, Director Phone: 465-5010
Division: Information & Administrative Services D ate: 2/24/94

Approved by Commissioner 
Agency: Department of Environmental Conservation Date: 2/24/94

PREPARES TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE 
For further distribution information, call the Governor's Legislative Office

(REV 10/93) g:/asdir/fn94/sb215.xls Page 1 of 1
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5-Year Total 
$64,500.0 
$86,029.0 

($21,529.0) 
$21,529.0

* This number reflects current funding of the state's spill response and prevention program, increased by 3% each year for 
inflation.

This legislation proposes to fund the states's entire spill prevention and response program from a 2.5 cent per barrel 
surcharge on crude oil produced in Alaska. Since SB215 Version "U" now allows the catastrophic account, established 
in SB215, to be used for both hazardous substance and oil spills, and there is no spill-size-threshold in order to access 

the catastrophic account, no non-catastrophic spill reserve need be established.

The figure for the 2.5 cent surcharge revenue is extrapolated from forecasts contained in the Department of Revenue

FY 95 FY 96 FY 97 FY 98 FY 99 FY 00
Revenue from .025 surcharge $12,750.0 $12,250.0 $11,250.0 $10,250.0 $9,500.0 $8,500.0
State Spill Prevention Program* $13,300.0 $13,699.0 $14,110.0 $14,533.0 $14,969.0 $15,418.0
Difference ($550.0) ($1,449.0) ($2,850.0) ($4,283.0) ($5,469.0) ($6,918.0)
Tota: GF Cost $550.0 $1,449.0 $2,860.0 $4,283.0 $5,469.0 $6,918.0

Page 1



R e s p o n s e  F u n d  R e s t r u c t u r i n g  O p t i o n s
In itia l F i n a n c i a l  B e n e f i t  t o  S u r c h a r g e  P a y e e

$60.0 T

$50.0 -

$40.0

$30/

$20.0 --

$10.0 -

$0.0
No C h an g e  F rom  
E x is t in g  S ta tu te

C S S B  215 V e rs io n  
"U" .025/.025 
*no in fla tio n  

p roo fing

.025/.025 
R e sp o n se  F u n d  sp lit 

e q u a lly

CH 4215U .XLC

.03/.02
Administration

Position



R e s p o n s e  F u n d  R e s t r u c t u r i n g  O p t i o n s
T o t a l  N e t  C o s t  t o  S u r c h a r g e  P a y e e  O v e r  5  Y e a r s

$140.0

$120.0

$100.0

$80.0 --

$60.0

$40.0 --

$20.0 -

$0.C
No C h an g e  F rom  
E x is t in g  S ta tu te

C S S B  215 V ers io n  
"U" .025/.025 
"no in fla tio n  

p roo fing

.025/.025 
R e sp o n se  F u n d  sp lit 

e q u a lly

CH 2215U .X LC

.03/.02
Administration

Position



Response Fund Restructuring Options 
Total Tax Savings to Surcharge Payee Over Five Years 

When Compared to No Change to Existing Statute

$120.0 -r

$100.0

$80.0

$60.0

$40.0

$20.0

$0.0
No C h an g e  F rom  
E x is t in g  S ta tu te

C S S B  215 V ers ion  
"U" .025/.025 
*no in fla tio n  

p roo fing

.025/.025 
R e sp o n se  F un d  sp lit 

e q u a lly

.03/.02
Administration

Position

CH 3215U .XLC



Response Fund Restructuring Options 
Total Cost to the State of Alaska Over Five Years 

Total Tax Savings to Surcharge Payee 
Combined With Additional General Funds Required

$140.0 

$120.0 

$100.0 

$80.0 

$60.0 

$40.0 -  

$20.0 

$0.0
No C h an g e  F rom  
E x is t in g  S ta tu te

C S S B  215 V e rs io n  
"U" .025/.025 
*no in fla tion  

proofing

.025/.025 
R e sp o n se  F un d  sp lit 

e q u a lly

CH 1215U .XLC

.03/.02
Administration

Position



No Change From 
Existing Statute

SB 215 Version 
"U" .025/.025 
entire Response 

Fund to 
Catastrophic Acct. 
"does not reflect 
inflation proofing

.025-Abatement 
Acct./.025- 

Catastrophic Acct. 
Response Fund 
split evenly

.03-Abatement 
Acct./. 02- 

Catastrophic Acct. 
Administration 
Position

Fiscal Year 1995

Initial Benefit to Surcharge Payee $0.0 $51.8 $33.1 $26.8

Beginning Balance of Response Fund 
Beginning Balance of Spill Account 
Beginning Ba'ance of Abatement Account

$63.2
$50.3
$12.9

$31.6
$31.6

$25.3
$37.9

Total .05 Surcharge Collected in FY95 
Total Spill Surcharge Collected in FY95 
Total Abatement Surcharge Collected in FY95

$26.2
$0.0
$13.1

$13.1
$13.1

$10.5
$15.7

Prevention & Response Prgm. All Agencies 
Estimated Spill Reserve Use 
Estimated Cost Recovery 
Forward Funding for FY96 Program

$13.5
$0.8
$0.3

$13.5
$0.8
$0.3

$13.5
$0.8
$0.3

$13.5
$0.8
$0.3

Surcharge Tax Credit

Ending Balance of Response Fund 
Ending Balance of Spill Account 
Ending Balance of Abatement Account

$48.9
$50.3
($1.4)

$31.6
$17.3

$24.5
$24.4

Total Cost to Surcharge Payee $26.2 ($39.0) (57.2) ($0.9)

Suspension and Reimposition Calculation ($6.1)' ' ' $50.9 $45.0 $35.3
Fiscal Year 1996

Beginning Balance of Response Fund 
Beginning Balance of Spill Account 
Beginning Balance of Abatement Account

$75.1
$50.6
$11.7

$45.0
$30.4

$35.3
$40.1

Total .05 Surcharge Collected in FY96 
Total Spill Surcharge Collected in FY96 
Total Abatement Surcharge Collected in FY96

$25.3
$0.0
$12.7

$6.3
$12.7

$10.1
$15.2

Prevention & Response Prgm. All Agencies 
Estimated Spill Reserve Use 
Estimated Cost Recovery 
Forward Funding for FY97 Program

$13.9
$0.8
$0.3

$13.9
$0.8
$0.3

$13.9
$0.8
$0.3

$13.9
$0.8
$0.3

Surcharge Tax Credit

Ending Balance of Response Fund 
Ending Balance of Spill Account 
Ending Balance of Abatement Account

$60.7
$50.6
($3.0)

$45.0
$15.7

$34.5
$26.2

Total Cost to Surcharge Payee $25.3 $12.4 $18.7 $25.0

Suspension and Reimposition Calculation $4.5 $50.9 $51.6 $44.9



No Change From 
Existing Statute

SB 215 Version 
"U" .025/.025 
entire Response 

Fund to 
Catastrophic Acct. 
‘ does not reflect 
inflation proofing

.025-Abatement 
Acct./.025- 

Catastrophic Acct. 
Response Fund 
split evenly

.03-Abatement 
Acct./.02- 

Catastrophic Acct. 
Administration 
Position

Fiscal Year 1997

Beginning Balance of Response Fund 
Beginning Balance of Spill Account 
Beginning Balance of Abatement Account

$86.0
$50.9
$9.6

$51.6
$28.3

$44.9
$41.4

Total .05 Surcharge Collected in FY97 
Total Spill Surcharge Collected in FY97 
Total Abatement Surcharge Collected in FY97

$24.8
$0.0
$12.4

$0.0
$12.4

$7.4
$14.9

Prevention & Response Prgm. All Agencies 
Estimated Spill Reserve Use 
Estimated Cost Recovery 
Forward Funding for FY98 Program

$14.3
$0.8
$0.3

$14.3
$0.8
$0.3

$14.3
$0.8
$0.3

$14.3
$0.8
$0.3

Surcharge Tax Credit

Ending Balance of Response Fund 
Ending Balance of Spill Account 
Ending Balance of Abatement Account

$71.2
$50.9
($5.5)

$51.6
$13.2

$44.1
$27.1

Total Cost to Surcharge Payee $24.8 $12.1 $12.1 $22.0

Suspension and Reimposition Calculation $14.2 $51.2 $51.8 $51.8
Fiscal Year 1998

Beginning Balance of Response Fund 
Beginning Balance of Spill Account 
Beginning Balance of Abatement Account

$96.0
$51.2
$6.9

$51.9
$25.6

$51.8
$42.0

Total .05 Surcharge Collected in FY98 
t otal Spill Surcharge Collected in FY98 
Total Abatement Surcharge Collected in FY98

$23.8
$0.0
$11.9

$0.0
$11.9

$0.0
$14.3

Prevention & Response Prgm. All Agencies 
Estimated Spill Reserve Use 
Estimated Cost Recovery 
Forward Funding for FY99 Program

$14.8 
$0.8 
SO.3

$14.8
$0.8
$0.3

$14.8
$0.8
$0.3

$14.8
$0.8
$0.3

Surcharge Tax Credit

Ending Balance of Response Fund 
Ending Balance of Spill Account 
Ending Balance of Abatement Account

$80.7
$51.2
($8.6)

$51.9
$10.1

$51.0
$27.2

Total Cost to Surcharge Payee $23.8 $11.6 $11.6 $14.0

Suspension and Reimposition Calculation $22.4 $51.5 :S2.2 $51.3



No Change From 
Existing Statute

SB 215 Version 
"U" .025/.025 
entire Response 

Fund to 
Catastrophic Acct. 
*does not reflect 
inflation proofing

.025-Abatement 
Acct./. 025- 

Catastrophic Acct. 
Response Fund 
split evenly

.03-Abatement 
Acct./.02- 

Catastrophic Acct. 
Administration 
Fosition

Fiscal Year 1999

Beginning Balance of Response Fund 
Beginning Balance of Spill Account

$104.5
$51.5 $52.2 $51.3

Beginning Balance of Abatement Account $3.3 $22.0 $41.5

Total .05 Surcharge Collected in FY99 
Total Spill Surcharge Collected in FY99

$22.4
$0.0 $0.0 $0.0

Total Abatement Surcharge Collected in FY99 $11.2 $11.2 $13.4

Prevention & Response Prgm. All Agencies $15.2 $15.2 $15.2 $15.2
Estimated Spill Reserve Use $0.8 $0.8 $0.8 $0.8
Estimated Cost Recovery $0.3 $0.3 $0.3 $0.3
Forward Funding for FY00 Program

Surcharge Tax Credit

Ending Balance of Response Fund 
Ending Balance of Spill Account

$88.8
$51.5 $52.2 $50.5

Ending Balance of Abatement Account ($12.7) $6.0 $26.3

Total Cost to Surcharge Payee $22.4 $10.9 $10.9 $13.1

Suspension and Reimposition Calculation $28.8 %6fM S y S ;  ' - $52.5 . $50.8

Total Net Cost - 5 Years (no discount) $122.5 $8.0 $46.1 $73.3 |

Total Net Cost After Tax Effect (40% tax) $73.5 $4.8 $27.6 $44.0 |

Total Tax Savings to Surcharge Payee Over
Five Years When Compared to No Change to
Existing Statute $0.0 $114.6 $76.4 $49.2

Estimated 5-Year General Fund Fiscal Note $0.0 $21.5 $0.0 $0.0
Total Cost to State o f Alaska Over 5 Years $0.0 $136.1 $76.4
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"Citizens promoting environmentally safe operation of the Alyeska terminal and associated tankers."
S e c tio n a l  A n a ly s is  o f  th e  C o m m itte e  S u b s t i tu te  fo r  S e n a te  B ill 215 (R E S ), 

R e la t in g  to  a n d  R e d e s ig n in g  th e  Oil a n d  H a z a r d o u s  S u b s ta n c e  R e le a se
R e sp o n se  F u n d

S e c tio n  1 limits access to local impact grants and reduces the a m ount that can be 
granted to $10 million per incidence. The response account can be used for grants 
for spills for which the response account can be accessed--catastrophic spills over 
4.2 million gallons or spills for which the governor has approved use of the response 
account. All other grants are to come from the contingency and abatement account. 
Under AS 29.60.510(a)(1), local grants from the response fund are restricted to 
spills of 2,500 barrels or greater. It is unclear h o w  this inconsistency in thresholds 
would affect grants---whether the contingency and abatement account can be used 
for spills less than 2,500 barrels and thus expands the grant program.

S e c tio n  2 a m e n d s  AS 37.14.410 pertaining to reimbursements of expenses related 
to the Exxon Valdez clean up in light of the division of the fund into two accounts. 
Funds directed for deposit into the mitigation account are directed to the 
contingency and abatement mitigation account.

S e c tio n  3. This section imposes a n e w  conservation surcharge of 2.5 cents per 
barrel used to fund the response account.

S e c tio n  4 carries forward the current provisions relating to the levy and collection 
of the oil conservation surcharge, but makes them applicable to the n e w  surcharge 
and directs the deposit of the 2.5-cents-per-barrel surcharge to the response account 
in the fund.

S e c tio n  5 is the n e w  language proposed by the Departments of L a w  and 
Environmental Conservation (DEC) as a compromise for not splitting the current 
nickel surcharge. It corrects the problem in current statute that under calculates 
the response fund balance as a result of unanticipated general fund appropriations 
into the response fund to pay for Exxon Valdez clean up. This section provides for 
quarterly calculation of the fund balance based on the current cash balance minus 
outstanding appropriations, encumbrances, and liabilities, plus the surcharge 
collections and the mitigation account balance available for appropriation int* the 
fund. If this a m o u n t  exceeds $50 million or the inflation proofed amount aftei July 
1,1994, the surcharge is suspended. If it is less than $50 million, the surcharge 
continues or is reimposed, as appropriate.

S e c tio n  6 is the incentive or blackmail clause that provides that the surcharge is 
suspended if surcharge proceeds are not annually appropriated to the response 
account within the fund. This section was also rewritten in the Department of L a w  
and D E C  compromise to include mitigation account proceeds collected as a result of 
expenditures from the fund.
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S e c tio n  7 provides for an additional 2.5-cent-per-barrel surcharge and directs the 
deposit of proceeds of the surcharge to the oil and hazardous substances release 
contingency and abatement account in the fund.

S e c tio n  8 expands the definition of surcharge as a result of the division of the 
surcharge.

S e c tio n  9 redefines the purpose of the response fund and the two accounts within 
the fund. The purpose of the n e w  oil and hazardous substance release prevention 
and response fund is 1) for expenses incurred by D E C  "as an emergency first 
response to a release or threatened release of oil (response account), and 2) for state 
"use during a response to a release or threatened release of oil or hazardous 
substance” and “to pay the expenses of making preparations for the possibility of a 
release or threatened release (contingency and abatement account)."

S e c t io n  10 divides the fund into two accounts— the response account and the oil 
and hazardous substance release contingency and abatement account.

S e c tio n  11 provides that appropriations into either account in the fund do not lapse.

S e c tio n  12. Reflects the repeal of A S  46.08.040(d)-construction of ferries--in 
section 31. This provision was passed in 1991 to allow construction of a state ferry 
with oil spill containment and response capabilities. This section allows the fund to 
be used for the operating expenses and purchase of equipment to be placed in the oil 
and hazardous substance response depots. However, the contingency and 
abatement account would be used to support these activities.

S e c tio n  13 pertains to the financing of the contingency and abatement account. 
Funds available for appropriation into the account include federal, state, or 
privately donated funds; cost recovery of funds expended from the account; fines, 
penalties or damages recovered from spills in which response w a s  paid from this 
account; interest on the fund; oil and hazardous substance release contingency and 
abatement mitigation account funds; and program receipts for the certification of 
laboratories and response action contractors. T h e re  is  n o  in c e n t iv e  o r  
b la c k m a i l  c la u s e  fo r  th e  a p p r o p r i a t io n  o f  a n y  o f  th e s e  f u n d s  in to  th e  
c o n t in g e n c y  a n d  a b a te m e n t  a c c o u n t .

S e c t io n  14 provides for the financing of the response account. Similar to section 
13, funds available for appropriation into the account include federal, state, or 
privately donated funds; i ist recovery of funds expended from the account; fines, 
penalties or damages recovered from spills in which response w a s  paid from this 
account and all fines and penalties and damages collected under A S  46.08.005-.080 
would be paid into the response account regardless of the nature of the spill.

S e c t io n  15. This section eliminates the authority to use funds in the response 
account for 1) maintenance of the oil and hazardous substance response office; 2) 
review oil discharge prevention and response plans; 3) conduct training, response 
exercises, inspections, and tests to verify equipment inventories and response

February 28, 1993
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preparedness; and 4) verification of financial responsibility. These functions are to 
be funded by the oil and hazardous substances release contingency and abatement 
account. In addition, the contingency and abatement account would be used to pay 
for response corps operating expenses and to purchase of equipment for response 
depots. T h e  c o n t in g e n c y  a n d  a b a t e m e n t  a c c o u n t  w o u ld  b e  u s e d  fo r  a ll  
r e s to r a t io n  o f  th e  e n v i r o n m e n t  r e g a r d le s s  o f  th e  s iz e  o r  n a tu r e  o f  a  sp ill.

M o n e y  from the response account can be used to 1) respond to catastrophic oil spills, 
2) provide matching funds for federal oil discharge activities and the Comprehensive 
Environmental Response, Compensation, and Liability Act of 1980 ( C E R C L A )  in the 
event of a catastrophic oil release, and 3) for recovery of costs of containment and 
cleanup resulting from a release or threatened release to the state, a municipality, 
or a village from a catastrophic oil release.

This section eliminates funding for the Oil and Hazardous Substance Response 
Office to conduct certain spill technology research.

S e c tio n  16 provides for the use of the fund to pay for the Alaska Department of 
Military and Veteran Affairs expenses related to the State Emergency Response 
Commission to the extent to which the costs are oil or hazardous substance related.

S e c tio n  17. Requires specific appropriation for federal matching or cost recovery 
from the response account or a l l uses of the oil and hazardous substances release 
contingency and abatement account--the account can not be used unless an 
appropriation has been m a d e  specifically for that purpose.

S e c t io n  18 provides that the contingency and abatement account can be used to 
fund the Citizens’ Oversight Council on Oil and other Hazardous Substances upon a 
request of the Alaska Legislative Council.

S e c tio n  19. Provides for the use of the response fund for sub-catastrophic spills in 
cases in which the D E C  commissioner reports to the governor within 120 hours the 
nature and extent of the spill, the response action taken, the expected costs of 
response, and other relevant information. T h e  governor must response with an 
administrative order within the same 120 hours approving use of the fund.

S e c tio n s  20 a n d  21 add the requirement that the DEC commissioner report to the 
legislature on the uses of both accounts created by the division in th bill. It 
reduces some of the DEC auditing requirements for uses of the fund.

S e c t io n s  22  a n d  23 m a k e s  changes conforming to sections 25 and 27 for statutes 
related to state liens on property for the collection of of the cost of state response to 
releases or threatened releases.

S e c t io n s  24, 25 a n d  27. These sections attempt to provide consistency in the use 
of terms "release" and "threatened release" in A S  46.08. Section 25 provides a 
technically revised definition of "release" and section 24 substantially a m e n d s  the 
definition of "threatened release." In current statute, the definition of threatened

February 28, 1993
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release is "an im m inent danger th a t a  release will occur." The new definition would 
be narrow ed to m ean a release is im m inent.

A ‘•elease is i m m inen t if "it is im pending, on th e  point of happening, or in the 
judgm ent of the  com m issioner, m ay reasonably  be expected to cu lm inate  in an  
actual release, an d  th a t ac tua l release m ay reasonably  be expected to cause 
personal injury, o th e r in jury  to life, or loss or dam age to property, including th e  
environm ent." It is unclear if th is narrow ing of definition and  additional proof of 
“reasonab leness” could im pact the  ability of th e  s ta te  to recover costs of response to 
th rea tened  releases.

S e c tio n  26 is a technical cross reference of definitions.

S e c tio n  28. R epealer section including:

• repeals th e  au th o rity  to use the response fund for th e  construction or 
re fu rb ishm en t of A laska M arine H ighw ay vessels w ith spill response 
capabilities;

• repeals of th e  C onservation Surcharge on Oil replaced by th is bill, AS 43.55.200- 
240;

• removes DEC's au th o rity  to collect fees for contingency p lan  review and financial 
responsibility  filings u n der AS 44.46.025(a)(4) and (5); and

• repeals th e  ability  of the governor to access th e  fund in  cases in which the 
governor has declared a d isas te r em ergency under AS 26.23.020(c) for purposes 
re la ted  to oi na  dhazardous substances; and

• repeals section 3 of S enate  Bill 260 passed in 1989; to ensu re  the  $50 million 
balance is achieved, th is section m akes ineffective th e  blackm ail clause th a t 
suspends th e  su rcharge  if the  legislature fails to appropriate  su rcharge proceeds 
to the  response fund until the  balance of th e  fund reaches $50 million.

S e c tio n  29 is a  note to the rev iser of s ta tu te s  to change the  n a rre  of the  response 
fund in o ther sections of law a s  appropriate .

S e c tio n  30. T his section clarifies how appropriations, if any, m ade to the  spill 
reserve fund m entioned w ithin  the context of form er AS 29.60.510(b), a re  to be 
trea ted  for purposes of de term in ing  the  suspension or re im position of the 
surcharge. The section s ta te s  th a t appropriations to th e  form er spill reserve in AS 
29.60.510(b), a re  not expenditures.

S e c tio n  31 is  a  b la c k m a i l  s e c tio n  th a t  p e r m a n e n t ly  s u s p e n d s  th e  2.5 c e n t  
re s p o n s e  fu n d  s u r c h a r g e  if  th e  b a la n c e  o f  th e  c u r r e n t  o il a n d  h a z a rd o u s  
s u b s ta n c e  r e le a s e  re s p o n s e  fu n d  is  n o t a p p r o p r i a t e d  to  th e  r e s p o n s e  
a c c o u n t  b y  th e  E ig h te e n th  A la sk a  S ta te  L e g is la tu re .

February 28, 1993
A-



S e c tio n s  32 is a  tran sitio n a l section re la tin g  to collection of su rcharge proceeds 
th a t  m u st have a d rafting  e rro r because it m ake no sense as cu rren tly  w ritten .

S e c t io n  33 is the  effective da te  clause for b ill s e c t io n  16 which reflects the 
tran sfe r of the  A laska Em ergency Response Com m ission by Senate  Bill 33.

S e c t io n  34 is the  effective da te  clause of Ju ly  1, 1994 for all sections except section 
16.

R e g io n a l  C i t i z e n s '  A d v i s o r y  C o u n c i l  o f  P r in c e  W i l l ia m  S o u n d
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T e s t i m o n y  o n  t h e  P r o p o s e d  S e n a t e  F i n a n c e  C o m m i t t e e  

S u b s t i t u t e  for fSSBB fifcISKres), April 7,1994

M y  n a m e  is W a y n e  Coleman. I a m  a m e m b e r  of the executive committee of the 
Prince William Sound Regional Citizens’ Advisory Council (RCAC). T h a n k  you for 
the opportunity to testify on the proposed finance committee substitute for Senate 
Bill 215. While R C A C  by no m e a n s  embraces this bill, w e  appreciate the recent 
efforts of the Senate Finance Committee in developing this significantly improved 
committee substitute. W e  believe that R C A C  has sincerely offered constructive 
comments on this legislation. The changes in this draft reflect the committee’s 
willingness to listen and respond, at least in part, to our concerns.

First, I would like to briefly c o m m e n t  on the improvements in the draft.

• R C A C  does n o t  support “splitting the nickel” but w e  do appreciate that the 
prevention account conservation surcharge is increased from 2.5 cents to 3 cents 
per barrel. This surcharge level should provide sufficient revenues to fund the 
Alaska Department of Environmental Conservation (DEC) current spill 
prevention programs at F Y  94 levels through the year 2000, if and only if, the 
legislature can refrain from shifting its “questionable” uses of the respond fund 
to the prevention account.

• Compared to previous versions of the bill, the response account is accessible for 
spill response actions. This is an extremely important change. In addition, 
response action is not limited to initial first response.

• The response account inflation proofing provision that would have resulted in a 
substitution of general fund deposits for surcharge collections was deleted.
R C A C  is not opposed to inflation proofing the response account but the proposed 
method was unacceptable.

• The threshold for municipal impact grants continues to be releases of 2,500 
barrels or more (as in current statute). W e  believe that it is appropriate for 
grants to be paid from the response account.

• Language in the previously proposed committee substitute authorizing use of the 
prevention account for response depot equipment and for the acquisition of 
assets for preparedness measures is clarified to better ensure that expenditures 
relate to oil and hazardous substances.

N ew  o r  u n c h a n g e d  p ro b le m s  in  SB  215:

• The Senate Finance Committee substitute authorizes use of the prevention 
account for underground storage tank grants. This is a n e w  use of the response
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fund. The current backlog of grant requests totals $65 million and the 
application period, which was to sunset this fiscal year, is likely to be extended. 
Approximately $5 million has been spent annually on this program, primarily 
from mitigation account proceeds. The problem with this n e w  use of the 
prevention account is that 1) the 3-cent surcharge is insufficient to fund the 
underground storage tank grant program and maintain current spill prevention 
programs, 2) other sources of funds are available to underground storage tank 
owners, and 3) this action is inconsistent with the original stated intent of the 
proponents of response fund legislation— to provide greater equity in surcharge 
payments between crude and non crude operators.

• The entire estimated balance of the spill reserve is appropriated to the response 
account despite 1) approximately 42 percent of the balance originating from state 
general funds and not surcharge payments and 2) the current practice of paying 
the next fiscal year’s prevention program appropriations prior to appropriating 
the unencumbered balance to the spill reserve. Forward funding prevention 
programs will become increasingly critical as North Slope production declines 
and the 3-cent surcharge becomes inadequate to fund prevention programs.

• In previous drafts, if the entire balance of the spill reserve was not appropriated 
by this 18th legislature or if the appropriation w a s  vetoed or reduced by the 
governor, the 2-cent-response surcharge would be permanently suspended. In 
this most recent proposal, the 2-cent-response surcharge is suspended until June 
30, 1995. While this is an improvement, at least 42 percent of the balance 
should go to the prevention account and/or F Y  95 programs should be paid before 
appropriating the balance to the response account.

• Authorization for oil and hazardous substance response depot equipment 
purchases specifies the Alaska Department of Military and Veteran Affairs 
(DMVA), Division of Emergency Services. The D E C  also has authority for 
establishing response depots and is the more appropriate lead agency for oil ani 
hazardous substance depots or the oil and hazardous substances component of 
all-hazards depots. The D M V A  would be the lead agency on all-hazards depots.

• Cost recovery efforts for state expenditures would be paid from the response 
account while local government and school district cost recovery efforts would be 
paid from the prevention account. This is inconsistent with using the response 

account to pay for costs associated with releases or threatened releases.

T h a n k  you for the opportunity to testify.

April 6, 1994
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"Citizens promoting environmentally sale operation ol the Alyeska terminal and associated tankers."

T e s t i m o n y  to t h e  S e n a t e  F i n a n c e  C o m m i t t e e  o n  t h e  

C o m m i t t e e  S u b s t i t u t e  for S e n a t e  Bill 2 1 5  “i” draft 

M a r c h  25, 1 9 9 4

M y  n a m e  is W a y n e  Coleman. I a m  a m e m b e r  of the executive committee of 
the Prince William Sound Regional Citizens' Advisory Council (RCAC). W e  
appreciate the opportunity to testify and would like to reiterate the concerns 
expressed in our March 9 letter to Senator Drue Pearce and other Senate 
Finance Committee members. R C A C  has two principal concerns regarding 
S B  215— access to response account funds in an efficient and effective 
m a n n e r  in the event of spills and adequate funding for spill prevention and 
preparedness programs. However, the bill as currently drafted contains 
numerous other problems and inconsistencies.

W e  are extremely concerned about the changes in the “i” draft. In general, 
these changes reflect increased expenditures out of the contingency and 
abatement account that is already short funded. Specifically:

• w e  do not support paying costs of the under ground storage tank 
assistance program out of Exxon Valdez settlement payments directed to 
the contingency and abatement account because this further decreases 
funding for prevention programs;

• inflation proofing the balance of the response account while leaving the 
response account cap calculation at $50 million effectively substitutes 
general fund dollars for surcharge payments— if the account is to be 
inflation proofed, the cap needs to be adjusted;

• while R C A C  strongly supports the response depots and corps program, 1) 
these costs should come from the response account or only from the 
contingency and abatement account if the current response fund balance 
is divided evenly between the response account and contingency and 
abatement account and 2) section 15 and section 18 A S  46.08.040(a)
(2)(C)(v) are too broadly worded— the current wording is a blank check to 
the Department of Military and Veterans’ Affairs ( D M V A )  for all disaster 
related equipment and staff costs. While this is a real and valid need, at 
least 95 percent of these costs should more appropriately be paid from the 
gener?1 fund. Section 15 allows all disaster planning and preparedness to 
be paid from the contingency and abatement account. W e  believe oil and 
hazardous substances depot equipment costs should be appropriated from 
the response account to the Alaska Department of Environmental 
Conservation. The D M V A ’s record to date on response depots and corps 
is at best poor (see attached report).

f'onwl on fUcyclM
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R e s p o n s e  A c c o u n t A ccess

Under the Resource Committee CS, access to response account funds for spill 
response is limited to catastrophic oil spills (4.2 million gallons). T h e  account 
can also be accessed for oil spills less than 4.2 million gallons or all hazardous 
substance spills, if within 120 hours the D E C  commissioner prepares and 
provides the governor a written report. Within that same 120 hour period, an 
administrative order must be written approving the use of the funds.

As mentioned previously, what recourse is there if approval does not occur, the 
120-hour time period is missed. In the cases of the thousands of relatively small, 
chronic spills in which the administrative order provisions m a y  prove to be 
excessive, it is unclear h o w  access to the contingency and abatement account for 
spill response would occur. As written, all uses of the contingency and abatement 
account are subject to legislative appropriation, As currently drafted, the 
abatement account can not be accessed for spill response. Though this probably 
does not matter since there will be insufficient funds in the account for spill 
response.

In none of the m a n y  hearings on S B  215 and the House companion H B  238 
have any reasons been cited for limiting access to response funds to 
catastrophic spills. There is no evidence that the Alaska Department of 
Environmental Conservation (DEC) has misused response funds in the course 
of responding to spills. A s  a matter of fact, in the last five years less than one 
percent of lesponse fund expenditures have been used by D E C  to pay for spill 
response. All other expenditures of response funds have been by legislative 
appropriation for uses authorized in statute. A  recent legislative audit has 
confirmed that the D E C  has used response funds properly.

The administrative order provision is cumbersome, inefficient, bureaucratic 
and expensive. At the very least it should include a provision for paying out 
of the response account the Department of L a w  and the Office of the 
Governor for processing an average of three administrative orders per day—  
approximately 2,000 spills happen annually in Alaska. The D E C  responds to 
about half of these and all except the Exxon Valdez spill are subcatastrophic.
A  likely impact of this legislation is that D E C  will respond to fewer spills 
despite the threat of these spills to the environment and public health. O n e  
of the complaints voiced by communities regarding D E C  is that D E C  does not 
access response funds to respond to spills often enough.

S p ill P r e v e n t io n  a n d  P r e p a r e d n e s s  P r o g ra m  F u n d in g

The F Y  95 governor D E C  budget request represents continued funding at the 
F Y  94 level. The F Y  94 budget w a s  a substantial reduction from earlier 
budgets. This level of funding has been termed by a recent legislative audit
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of the response fund as already seriously cut--- “W e  wonder whether 
complacency is again taking root.” While 2.5 cents m a y  be a Senate caucus 
position, it is unreasonable, unfounded in reality, and seriously jeopardizes 
spill prevention and preparedness programs.

Opposition to dividing the fund is based on insufficient revenues generated by 
the 2.5 cent surcharge. If the proposal provided an adequate and predictable 
level of funding for spill prevention and preparedness programs, this might 
be reasonable. To date, however, bill proponents have offered little more 
than misinformation, bordering on slander, to justify the adequacy of their 
proposed level of funding. A n  unbiased review of the numbers clearly 
indicates that 2.5 cents is inadequate. T h e  legislative audit confirms this 
point.

O th e r  p o in ts  to  c o n s id e r :

• Appropriation of the entire balance of the response fund into the response 
account m a k e s  uncertain the funding mechanism for F Y  95 spill 
prevention programs.

• Restoration costs should be paid by the response account not the 
abatement account because restoration is part of spill clean up.

• The response account should be accessible for the purchase of equipment 
for response depots.

• Fines and penalties should not be counted against the $50 million cap—  
this is synonymous to using proceeds from a bank robbery to pay 
restitution.

• The committee substitute contains a blackmail section that permanently 
suspends the 2.5 cent response fund surcharge if the balance of the current 
oil and hazardous substance release response fund is not appropriated to the 
response account by the Eighteenth Alaska State Legislature. This is a 
rather extreme measure that seriously jeopardizes the existence of Alaska’s 
response fund.

• This proposed committee substitute specifically removes the Alaska 
Department of Environmental Conservation authority to charge fees for 
review of contingency plans and financial responsibility filings. This was 
done to avoid the potential shifting of the costs of these services to non-crude 
oil and hazardous substances operators. However, the statutory require­
ments for these programs are not changed. Therefore, the deterioration in
'e level, quality, and timeliness of these services will be the cost to all oil 

hazardous substance ousinesses. This provision should be removed 
it is a blatant attempt to neutralize public opposition but does 
o address the problem of inadequate funding.
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of the response fund as already seriously cut—  ‘W e  wonder whether 
complacency is again taking root.” While 2.5 cents m a y  be a Senate caucus 
position, it is unreasonable, unfounded in reality, and seriously jeopardizes 
spill prevention and preparedness programs.

Opposition to dividing the fund is based on insufficient revenues generated by 
the 2.5 cent surcharge. If the proposal provided an adequate and predictable 
level of funding for spill prevention and preparedness programs, this might 
be rea onable. To date, however, bill proponents have offered little more 
than misinformation, bordering on slander, to justify the adequacy of their 
proposed level of funding. A n  unbiased review of t he numbers clearly 
indicates that 2.5 cents is inadequate. The legislative audit confirms this 
point.

O th e r  p o in ts  to  c o n s id e r :

• Appropriation of the entire balance of the response fund into the response 
account m a k e s  uncertain the funding mechanism for F Y  95 spill 
prevention programs.

• Restoration costs should be paid by the response account not the 
abatement account because restoration is part of spill clean up.

• The response account should be accessible for the purchase of equipment 
for response depots.

• Fines and penalties should not be counted against the $50 million cap—  
this is synonymous to using proceeds from a bank robbery to pay 
restitution.

• The committee substitute contains a blackmail section that permanently 
suspends the 2.5 cent response fund surcharge if the balance of the current 
oil and hazardous substance release response fund is not appropriated to the 
response account by the Eighteenth Alaska State Legislature. This is a 
rather exfreme measure that seriously jeopardizes the existence of Alaska’s 
response fund.

• This proposed committee substitute specifically removes the Alaska 
Department of Environmental Conservation authority to charge fees for 
review of contingency plans and financial responsibility filings. This was 
done to avoid the potential shifting of the costs of these services to non-crude 
oil and hazardous substances operators. However, the statutory require­
ments for these programs are not cha iged. Therefore, the deterioration in 
the level, quality, and timeliness of these services will be the cost to all oil 
and hazardous substance businesses. This provision should be removed 
because it is a blatant attempt to neutralize public opposition but does 
nothing to address the problem of inadequate funding.

P r in c e  W i l l ia m  S o u n d  R e g io n a l  C i t i z e n s ’ A d v is o r y  C o u n c i l
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• The committee substitute limits the amount of local grants to $10 million 
per spill and restricts use of the response account for local grants for 
catastrophic spills— 10,000 barrels or 4.2 million gallons or spills which 
the governor has approved use of the response account. All other grants 
are to come from the contingency and abatement account. Under A S  
29.60.510(a)(1), local grants from the response fund are restricted to spills 
of 2,500 barrels or greater. It is unclear h o w  this inconsistency in 
thresholds would affect grants— whether the contingency and abatement 
account can be used for spills less than 2,500 barrels and thus expands the 
grant program. It is likely, however, that there will be insufficient funds 
in the contingency and abatement account to m a k e  grants for spills less 
than 10,000 barrels.

• The impact on state cost recovery authority of the a m e n d e d  definition of 
“threatened release” remains unclear.

P r in c e  W i l l ia m  S o u n d  R e g io n a l  C i t i z e n s ’ A d v is o r y  C o u n c i l

March 24, 1994
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"Citizens promoting environmentally safe operation oi the Alyeska terminal and associated tankers."

T e s t i m o n y  to t h e  S e n a t e  F i n a n c e  C o m m i t t e e  o n  t h e  

C o m m i t t e e  S u b s t i t u t e  f o r  S e n a t e  Bill 2 1 5  ( R E S )  

M a r c h  22, 1 9 9 4

My nam e is Vv ^yne Colem an, vice-president of the  P rince W illiam Sound 
Regional C itizens' Advisory Council (RCAC). We appreciate  the opportun ity  
to testify  and would like to re ite ra te  th e  concerns expressed in our M arch 9 
le tte r to S enator D rue Pearce and  o ther S enate  F inance C om m ittee m em bers. 
RCAC has two principal concerns regard ing  SB 215—access to response 
account funds in an  efficient and  effective m an n er in the  event of spills and  
adeq u a te  funding for spill prevention and p reparedness p rogram s. However, 
the  bill a s  cu rren tly  d rafted  con ta ins num erous o ther problem s and 
inconsistencies.

R e s p o n s e  a c c o u n t  A ccess

U nder the Resource Com m ittee CS, access to response account funds for spill 
response is lim ited to ca tastroph ic  oil spills (4.2 m illion gallons). The account 
can also be accessed for oil spills less th an  4.2 million gallons or all hazardous 
substance spills, if w ithin 120 hours th e  DEC com m issioner p rep ares  and 
provides the  governor a w ritten  report. W ithin th a t sam e 120 hour period, an  
ad m in istra tiv e  o rder m ust be w ritten  approving the  use of the  funds.

As m entioned previously, w h a t recourse is there  if approval does not occur, the  
120-hour tim e period is m issed. In the  cases of the  th o u san ds of re la tively  sm all, 
chronic spills in which the  ad m in istra tiv e  order provisions m ay prove to be 
excessive, it is unclear how access to th e  contingency and ab a tem en t account for 
spill response would occur. As w ritten , all uses of the  contingency and ab atem en t 
account a re  subject to legislative appropriation . As cu rren tly  d rafted , the 
ab a tem en t account can not be accesse 1 for spill response. Though th is  probably 
does not m a tte r  since there  will be insufficient funds in the account for spill 
response.

In none of the  m any hearings on SB 215 and the  H ouse com panion HB 238 
have any  reasons been cited for lim iting access to response funds to 
catastroph ic  spills. T here is no evidence th a t the  A laska D ep artm en t of 
E nvironm ental C onservation (DEC) has m isused response funds in th e  course 
of responding  to spills. As a m a tte r  of fact, in th e  last five y ears less th a n  one 
percen t of response fund expend itures have been used by DEC to pay for spill 
response. All o th e r expend itures of response funds have been by legislative 
appropriation  for uses au thorized  in s ta tu te . A recen t legislative a u d it has 
confirm ed th a t  th e  DEC has u: 1 response funds properly.

I'nnUd iki R*crC>r() IVp#'
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The administrative order provision is cumbersome, inefficient, bureaucratic 
and expensive. At the very least it should include a provision for paying out 
of the response account the Department of L a w  and the Office of the 
Governor for processing an average of three administrative orders per day—  
approximately 2,000 spills happen anr ually in Alaska. T h e  D E C  responds to 
about half of these and all except the Exxon Valdez spill are subcatastrophic.
A  likely impact of this legislation is that D E C  will respond to fewer spills 
despite the threat of these spills to the environment and public health. O n e  
of the complaints voiced by communities regarding D E C  is that D E C  does not 
access response funds to respond m spills often enough.

S p ill  P r e v e n t io n  a n d  P r e p a r e d n e s s  P r o g ra m  F u n d in g

T he F Y  95 governor D E C  budget request represents continued funding at the 
F Y  94 level. The F Y  94 budget was a substantial reduction from earlier 
budgets. This level of funding has beer, termed hy a recent legislative audit 
of the response fund as already seriously cut--- “W e  wonder whether 
complacency is again taking root.” While 2.5 cents m a y  be a Senate caucus 
position, it is unreasonable, unfounded in reality, and seriously jeopardizes 
spill prevention and preparedness programs.

Opposition to dividing the fund is based on insufficient revenues generated by 
the 2.5 cent surcharge. If the proposal provided an adequate and predictable 
level of funding for spill prevention and preparedness programs, this might 
be reasonable. To date, however, bill proponents have offered little more 
than misinformation, bordering on slander, to justify the adequacy of their 
proposed level of funding. A n  unbiased review of the numbers clearly 
indicates that 2.5 cents is inadequate. The legislative audit confirms this 
point.

O th e r  p o in ts  to  c o n s id e r :

• Appropriation of the entire balance of the response fund into the response 
account m a k e s  uncertain the funding mechanism for F Y  95 spill 
prevention programs.

• Restoration costs should be paid by the response account not the 
abatement account because restoration is part of spill clean up.

• The response account should be accessible for the purchase of equipment 
for response depots.

• Fines and penalties should not be counted against the $50 million cap—  
this is synonymous to using proceeds from a bank robbery to pay 
restitution.

March 21, 1C94
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• The committee substitute contains a blackmail section that permanently 
suspends the 2.5 cent response fund surcharge if the balance of the current 
oil and hazardous substance release response fund is not appropriated to the 
response account by the Eighteenth Alaska State Legislature. This is a 
rather extreme measure that seriously jeopardizes the existence of Alaska’s 
response fund.

• This proposed committee substitute specifically removes the Alaska 
Department of Environmental Conservation authority to charge fees for 
review of contingency plans and financial responsibility filings. This was 
done to avoid the potential shifting of the costs of these services to non-crude 
oil and hazardous substances operators. However, the statutory require­
ments for the-.e programs are not changed. Therefore, the deterioration in 
the level, quality, and timeliness of these services will be the cost to all oil 
and hazardous substance businesses. This provision should be removed 
because it is a blatant attempt to neutralize public opposition but does 
nothing to address the problem of inadequate funding.

• T h e  committc .ubstitute limits the amount of local grants to $10 million 
per spill and restricts use of the response account for local grants for 
catastrophic spills— 10,000 barrels or 4.2 million gallons or spills which 
the governor has approved use of the response account. All other grants 
are to come from the contingency and abatement account. U n d e r  A S  
29.60.510(a)(1), local grants from the response fund are restricted to spills 
of 2,500 barrels or greater. It is unclear h o w  this inconsistency in 
thresholds would affect grants--whether the contingency and abatement 
account can be used for spills less than 2,500 barrels and thus expands the 
grant program. It is likely, however,, iat there will be insufficient funds 
in the contingency and abatement account to m a k e  grants for spills less 
than 10,000 barrels.

• The impact on state cost recovery authority of the a m e n d e d  definition of 
“threatened release” remains unclear.

M arch 21,1994

-3-



My name is Wayne Coleman, I am a member of the Executive committee 
of the Regional Citizens Advisory Council (RCAC) of Prince Willia* 
Sound. I am the Kodiak island Borough's representative on tha>_ 
C o u n c i l .

The RCAC continues to stress grave concerns regarding both the 
process for and the intent of this bill.
Inter Alia the all too fast-track of this bill leaves little time 
for public scrutiny._._Additionally the process, such as delaying 
the Btart of this hearing today, really constrains c i t i z e n’s input 
because most of us are busy trying to make a living and we do net 
have the luxury of spending an inordinate amount of time on t hese 
issues.

We have previously testified to this committee and to other S enate 
and House committees regarding this issue. our concerns are a 
matter of record and I would urge committee members to review and 
seriously consider the information provided b y  the RCAC. 
Accordingly I will not categorically reiterate out relative and 
sincere concerns at this time.

I want to point out that the scorecard to date is running more than 
10 to 1 in opposition to this bill and the various versions 
rendered by both bodies of the Legislature. It is basically the 
public (10) w h o  would be adversely impacted by this bill to the 
industry (1) who would benefit.

One additional thing to consider: The administration is p r e s e n t l y
proposing a motor fuel tax increase from the current $ 3 . 3 6 p e r  
barrel to S10.50 per barrel rate. This higher rate equates co TWO 
HUNDRED TEN (210) NICKELS. Why is the Legislature proposing a 
reduction of a part of a NICKEL for the producers while there is 
the potential to increase the levy b y  ONE H U N D R E D  f o r t y  THREE 
n i c k e l s  (67 current to 210 proposed) for consumers.

Thank You for the opportunity to again be a part of this process, 
at least by accepting this written testimony, even though the time 
restrictions this date precluded m y  oral participation-

fZ T s
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C o m m i t t e e  S u b s t i t u t e  f o r  S e n a t e  B i l l  2 1 5  (RES)
The Committee Substitute (CS) for Senate Bill (SB) 215 (RES) makes three 
fundamental changes to the Oil and Hazardous Substance Release Response 
F u n d  ('OHSRRF)--the C S  1) restricts uses of the fund; 2) divides the fund into 
two accounts, the response account and the contingency and abatement account; 
and 3) changes the method for calculating the balance of the fund.

The committee substitute incorporates language changes the method for 
calculating the $50 million cap on the response fund balance and the m a n n e r  in 
which the surcharge is imposed and suspended.

T h e  in c o r p o r a t io n  o f  th i s  la n g u a g e  c o n s t i tu te s  a t  le a s t  a  $52 m illio n  
r e d u c t io n  in  N o r th  S lo p e  o il p r o d u c e r s ' s u r c h a r g e  p a y m e n ts  in  th e  n e a r  
te rm . In  a d d i t io n ,  d iv id in g  th e  s u r c h a r g e  in to  tw o , 2 .5 -ce n t a c c o u n ts  is  
w o r th  a n  a d d i t io n a l  a p p r o x im a te ly  $22  m il lio n  to  s u r c h a r g e  p a y e rs .  
T h is  r e s u l t s  f ro m  in s u f f ic ie n t  f u n d in g  o f  D E C  s p il l  p r e v e n t io n  a n d  
re s p o n s e  p ro g r a m s  fo r  f is c a l y e a r s  95 th r o u g h  2000. T h e re fo re ,  th e  
d i r e c t  c o s t  o f  th i s  p r o p o s a l  in  s u r c h a r g e  p a y m e n ts  to  th e  s t a t e  o f  A la s k a  
is a p p r o x im a te ly  $74 m il l io n .1 I n d i r e c t  c o s ts  r e s u l t in g  f ro m  im p a c ts  o f  
lo s in g  p r e v e n t io n  p r o g r a m s  m a y  b e  c o n s id e r a b ly  h ig h e r .

T h e  c o m m itte e  s u b s t i t u t e  c o n ta in s  a  b la c k m a i l  s e c t io n  t h a t  
p e r m a n e n t ly  s u s p e n d s  th e  2.5 c e n t  r e s p o n s e  fu n d  s u r c h a r g e  i f  th e  
b a la n c e  o f  th e  c u r r e n t  o il a n d  h a z a r d o u s  s u b s ta n c e  re le a s e  r e s p o n s e  
fu n d  is  n o t a p p r o p r i a t e d  to  th e  re s p o n s e  a c c o u n t  b y  th e  E ig h te e n th  
A la s k a  S ta te  L e g is la tu re .

This overview discusses the principal features of the proposed C S S B  215 (RES). 
Sections of the bill are included to facilitate reference.

P u rp o s e s  o f  th e  F u n d

The purpose of the n e w  oil and hazardous substance release prevention and 
response fund is 1) for expenses incurred by D E C  "as an emergency first 
response to a release or threatened release of oil (response account), and 2) for 
state "use during a response to a release or threatened release of oil or

'This estimate is based on a 1) November 5, 1993 spreadsheet by (he Office o f the Governor, Office of 
Management and Budget which showed the statutory calculation of the response fund at -$15.1 million 
while the actual balance is $37.2 million, and 2) an estimate of the annual budget shortfall based on .ne 
DEC fiscal note for SB 215 (2/24/94). Fiscal note calculations hold the DEC, Division of Spill Preventic n 
and Response (SPAR) at 1 Y 94 levels through FY 2000. These budgets reflect reductions from prior years.
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hazardous substance” and “to pay th e  expenses of m aking  p rep ara tio n s for th e  
possibility of a  release or th rea ten ed  re lease  (contingency and  ab a tem en t 
account)." The purposes section in th is  d ra ft is relatively  unclear com pared to 
cu rren t s ta tu te , [section 9]

“T w o -a n d -a -H a lf -C e n ts” A c c o u n ts

The proposal divides the  new fund into two accounts. The “ca tastroph ic  oil 
release account” referred  to in d ra ft com m ittee su b stitu te s  is now called the  
“response account.” This new nam e reflects the  expanded use of th e  account to 
include hazardous substances and the  ability  to access the  fund for subcatas- 
trophic spills if approved by the governor. W hile th e  S enate  Resources 
Com m ittee expanded th e  use of the  response fund to include hazardous 
substance response, th is change is not reflected in section 19, “use of th e  balance 
of the  response account.”

The response account would receive 2.5 cents of th e  surcharge. Uses of the  
response account would be restric ted  to spill response [sections 15 and 191.
W hen the  $50 million cap is reached, th is 2.5 cen t portion of th e  su rcharge  would 
be suspended [section 5]. The com m ittee su b s titu te  inflation proofs th e  $50 
m illion response account [section 5 ].

Spill response for all spills less th a n  100,000 b a rre ls  or 4.2 m illion gallons would 
be paid for from the  contingency and  ab a tem en t account unless th e  DEC 
com m issioner requests and  receives w ith in  120 hours an  ad m in istra tiv e  order 
from  th e  governor approving use of th e  response fund. I f  th i s  a p p r o v a l  d o e s  
n o t  o c c u r ,  th e  120- h o u r  t im e  p e r io d  is  m is se d , o r  in  th e  c a r e s  o f  th e  
th o u s a n d s  o f  r e la t iv e ly  sm a ll , c h r o n ic  s p il ls  in  w h ic h  th e  a d m in i s t r a t iv e  
o r d e r  p ro v is io n s  m ay  p ro v e  to  b e  e x c e s s iv e , i t  is u n c le a r  h o w  a c c e s s  to  
th e  c o n t in g e n c y  a n d  a b a te m e n t  a c c o u n t  fo r  s p il l  r e s p o n s e  w o u ld  o c c u r .  
As w r i t t e n ,  a ll  u s e s  o f  th e  c o n t in g e n c y  a n d  a b a te m e n t  a c c o u n t  a r e  
s u b je c t  to  le g is la tiv e  a p p r o p r i a t io n .

S im ilar to ea rlie r d rafts, th e  purpose and  nam e of the “oil an d  hazardous 
substances re lease contingency and  ab atem en t account” rem ains th e  sam e. The 
c o n t in g e n c y  a n d  a b a te m e n t  a c c o u n t  would receive 2.5 cen ts of the  5-cent 
su rcharge  [section 7J. All funding for spill p revention program s would be from 
th is  account [section 15]. This 2.5-cent su rcharge  would be paid  indefinitely  w ith 
no capping m echanism .

T h e  p r im a r y  f la w s  o f th i s  p ro p o s a l  a r e  t h a t  th e  1) 2 .5 -c e n t-p e r -b a r r e l  
s u r c h a r g e  is  in s u f f ic ie n t  to  fu n d  D EC sp il l  p r e v e n t io n ,  p r e p a r e d n e s s ,  
c le a n  u p  a n d  re s p o n s e  p ro g r a m s  a n d  2) d e s p i te  th e  S e n a te  R e s o u rc e s  
C o m m itte e  a t t e m p t  to  re m e d y  th e  p ro b le m s  im p o se d  b y  r e s t r i c t i n g  
a c c e s s  to  th e  re s p o n s e  fu n d  b a s e d  on  sp il l s iz e , th e  s t a t e ’s a b i l i ty  to  
r e s p o n d  to  m o s t sp il ls  is  s t i l l  s ig n if ic a n t ly  h a m p e re d . F und ing  for 
prevention program s is insufficient w ith c u rre n t oil production levels and  the  
problem  becomes m ore acu te  as N orth  Slope production declines. The proposal

February 28, 1994
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would force a cor inued reduction in D E C  programs or the supplementing of 
general fund m o n e y  at the s a m e  time state revenues are also declining.

F is c a l  Im p a c t

According to a Alaska Department of Environmental Conservation (DEC) 
analysis and fiscal note, the 2.5 cent account is insufficient to fund the 
department's cc e prevention and response programs. This analysis w a s  
conducted using the D E C ’s F Y  94 budget, which is significantly reduced from 
prior years. According to D E C ,  changing the allocation of surcharge revenues to 
provide 3 cents of each nic’el for spill preparedness, prevention, and clean up 
programs is still in.c fficient.

C h a n g in g  h o w  th e  fu n d  b a la n c e  is  c a lc u la te d  a n d  a p p r o p r i a t in g  th e  
b a la n c e  o f  th e  fu n d  to  th e  r e s p o n s e  a c c o u n t  is  w o r th  $52 m illio n  to  
s u r c h a r g e  p a y e r s .  In  a d d i t io n ,  a n o th e r  a p p r o x im a te ly  $22 m illio n  le ss  
in  s u r c h a r g e  p a y m e n ts  o c c u r s  f ro m  in s u f f ic ie n t  f u n d in g  o f  D E C  s p il l  
p r e v e n t io n  a n d  r e s p o n s e  p ro g r a m s  fo r  f is c a l y e a r s  95 th r o u g h  2000. 
T h e re fo re ,  th e  d i r e c t  c o s t  to  th e  s ta t e  o f  A la s k a  o f  th i s  p ro p o s a l  is  a t  
. 'ea s t $74 m illio n . It is unclear h o w  F Y  95 prevention and response programs 
will be paid from the contingency and abatement account if the balance of the 
current Oil and Hazardous Substance Release Response F u n d  is paid to the 
response account [sections 31 and 32, though section 32 appears to have a 
drafting error which w h e n  fixed would appropriated half of F Y  94 surcharge 
proceeds to the contingency and abatement account].

T h is  p r o p o s e d  c o m m itte e  s u b s t i tu te  s p e c if ic a lly  re m o v e s  th e  A la s k a  
D e p a r tm e n t  o f  E n v ir o n m e n ta l  C o n s e rv a t io n  a u th o r i t y  to  c h a r g e  fe e s  fo r  
r e v ie w  o f  c o n t in g e n c y  p la n s  a n d  f in a n c ia l  r e s p o n s ib i l i ty  f i l in g s  [section 
28]. T h is  w a s  d o n e  to  a v o id  th e  p o te n t ia l  s h i f t in g  o f  th e  c o s ts  o f  th e s e  
s e rv ic e s  to  n o n -c ru d e  o il a n d  h a z a r d o u s  s u b s ta n c e s  o p e r a to r s .
H o w e v e r , th e  s t a tu to r y  r e q u i r e m e n ts  fo r  th e s e  p r o g ra m s  a r e  n o t  
c h a n g e d . T h e re fo re ,  th e  d e te r io r a t io n  in  th e  le v e l, q u a l i ty ,  a n d  
t im e l in e s s  o f  th e s e  s e rv ic e s  w ill b e  th e  c o s t  to  a l l  o il a n d  h a z a rd o u s  
s u b s ta n c e  b u s in e s s e s .

D e f in i t io n  o f T h r e a te n e d  R e le a se

In current statute, the definition of threatened release is "an imminent danger 
that a release will occur." In both proposals, the n e w  definition would be 
narrowed to m e a n  a release is imminent. A  release is imminent if "it is 
impending, on the point of happening, or in the judgment of the commissioner, 
m a y  reasonably be expected to culminate in an actual release, and that actual 
release m a y  rea^nably be expected to cause personal injury, other injury to life, 
or loss or d a m a g e  to property." [sections 25, 27] It is unclear if this narrowing of 
definition and additional proof of “reasonableness” could impact the ability of the 
state to recover costs of response to threatened releases.

February  28, 1994
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Regional C itizens ' A d v iso ry  C o u n c i l  o f  P rin ce  W illiam  S o u n d

M u n ic ip a l G r a n ts

The committee substitute limits the a mount of local grants to $10 million per 
spill and restricts use of the response account for local grants for catastrophic 
spills---10,000 barrels or 4.2 million gallons or spills which the governor has 
approved use of the response account. All other grants are to come from the 
contingency and abatement accjunt. Under A S  29.60.510(a)(1), local grants 
from the response fund are restricted to spills of 2,500 barrels or greater. It is 
unclear h o w  this inconsistency in thresholds would affect grants— whether the 
contingency and abatement account can be used for spills less than 2,500 barrels 
and thus expands the grant program. It is likely, however, that there will be 
insufficient funds in m e  contingency and abatement account to m a k e  grants for 
spills less than 10,000 barrels.

R e sp o n se  C o rp s  a n d  D e p o ts

Prior versions transferred the response corps and depots from the Alaska 
Department of Military and Veteran Affairs ( D M V A ) ,  Division of Emergency 
Services (DES) to the Alaska Department of Environmental Conservation (DEC) 
and the state emergency response commission and the local emergency planning 
commissions from D E C  to D M V A .  These sections have been dropped. Transfer 
of the S E R C  still occurs in S B  33. Depots and corps are not transferred but 
become “all-hazards” in S B  33.

M itig a tio n  A c c o u n t F u n d s

For purposes of determining whether the tax shall apply, the calculation of the 
income stream is a m e n d e d  to include amounts previously expended from the oil 
and hazardous substance release response fund (the current 470 fund) that have 
been recovered and re-deposited into the mitigation account [section 141. 
Appropriation of mitigation account funds to the response account are included 
in the “incentive or blackmail clause.” [section 6]

C o s t R e c o v e ry

T h e  proposed C S  contains more specific language regarding cost recovery and 
some provisions that appear unclear or contradictory [sections 13 and 14], The 
bill includes municipal and village costs paid from the contingency and 
abatement account as recoverable back to that account. For the response 
account, municipal and village coots from a catastrophic release are recoverable 
to that account even if they were not paid 3ut of response account (no parallel 
wording regarding the extent to which funds originated in the account). In  
a d d i t io n ,  i t  a p p e a r s  t h a t  a ll  f in e s , p e n a l t ie s ,  a n d  d a m a g e s  r e c o v e re d
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u n d e r  AS 46.08.005-.080 w o u ld  b e  p a id  in to  th e  r e s p o n s e  a c c o u n t  
r e g a r d le s s  o f  th e  n a tu r e  o f  th e  sp ill.

Regional C itizens' A d v iso ry  C o u n c i l  o f  P rin ce  W illiam  So u n d

R e s to r a t io n

U nder th is  new proposal, th e  c o n t in g e n c y  a n d  a b a te m e n t  a c c o u n t  w o u ld  
b e  u s e d  fo r  a ll  r e s to r a t io n  o f  th e  e n v i ro n m e n t  e v e n  i f  th e  sp ill  w a s  
c a ta s t ro p h ic ,  [section 151

February 28, 1994
-5-



From the desk of R icha rd  A. F ineberg P.O. Box 416
E ster, A laska 99725 Phone/ Fax (907) 479-7778

(Via Fax)
March 21, 1994

Senator Drue Pearce, Chair 
Senate Finance Committee 
Alaska State Legislature 
Juneau, Alaska 99801-1182

Re: SB 215 / HB 238 ("470" Fundi

Dear Senator Pearce:

Once again you are being asked to consider bills modifying the oil spill response "470" 
fund on behalf of the oil industry. I am strongly opposed to any attempt to restructure 
or reduce the "470" fund and its mission without clear recognition of two things:

= >  the crucial importance of prevention in the State's oil spill prevention 
program; and

= >  the incredible magnitude of North Slope profits.

Regarding the first point, I find it strange that less than five years after the Exxon Valdez 
ran aground, unleashing what was arguably the worst oil spill in this nation's history, 
citizens are once again have to remind the Legislature that foolish complacency and 
misplaced trust played major roles in causing that spill. Although the Senate Resoures 
Commitee blatantly ignored the testimony from others in opposition to changing the 
"470" fund at this time, I believe that strong and well-grounded testimony covered the 
first point; I turn therefore to the second.

Spread across all North Slope oil production, the so-called "nickel-per-barrel" surcharge 
actually amounts to less than three cents per barrel after taxes. According to the Dept of 
Revenue's Feb. 9 letter to Senator Zharoff, there are two principal reasons for this:
First, f'-. surcharge does not apply to royalty barrels, and, secondly, on the remaining 
7/8 of production to which the surcharge applies, it is deductible from federal income 
tax. In simplified form, the true cost of the nickel per barrel would look like this:

$0.05 surcharge on taxable (non-royalty) barrels 
x 0.875 approximate equity (non-royalty) fraction 
= $0.04375 pre-tax surcharge spread across all barrels
x 0.65 35% federal income tax allowance for the $0.04375 per-barrei payment
= $0.02843 (2.483 cents per barrel) cost of the nickel-per-barrel after consideration 

of royalty and federal income tax effects

That's less than one oercent of CY 1993 after-tax Alaska North Slope production and 
pipeline profits of approximately $2.96 per bar rel. That per-barrel profit produced an 
annual profit in excess of $1.7 billion for the industry. This estimate, incidentally, fully 
recognizes the industry's poor fourth-quarter performance. Even on those few dark 
days in December when prices were at the $10.00 per-barrel level, it appears that North 
Slope profits were still running on the order of $400,000.00 per clay.

To determine whether this 2.8 cents per barrel significantly affects oil industry 
operations, let's consider these profits in terms of what an investor might earn
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elsewhere. If North Slope production and pipelining were controlled by one company 
instead of three, that firm's 1993 profits would have ranked on a par with the seventh 
most profitable firm on the Fortune 500 list of the nation's most profitable companies in 
1992. Clearly, North Slope investors would be hard-pressed to duplicate their North 
Slope profits anywhere else in the nation. The Fortune listing from 1992 is attached to 
demonstrate that North Slope operations rank among the most profitable enterprises in 
the nation.

It is also noteworthy that compared to Fortune 500 leaders in other industries, the North 
Slope is remarkably constant in its profits. Between 1987 and 1992,1 estimate that 
North Slope production and pipelining profits exceeded $2 billion in every year. By 
comparison, during those years, Fortune 500 powerhouses such as GM and IBM 
vanished from the ranks of the most profitable, racking up huge losses for several years 
in a row when they encountered hard times. In contrast, the costs of the Exxon Valdez 
didn't even knock Exxon out of the top five in 1989, while the oil market's travails in 
late 1993 only put a relatively small dent in the profitability of Alaskan operations for the 
year.

The spreadsheet on which 1993 profit estimates are based is attached. The right- 
hand column identifies the sources for the data I have used. These are all published 
sources, and perhaps the most surprising thing is that the industry's ongoing public 
relations campaign has been so effective that these numbers are not widely discussed. 
Those of you who are familiai with the estimates I did in 1992 in a report to the Senate 
Finance Committee will recognize that I have revised my estimates to reflect new 
production cost data released by the Department of Revenue and published last fall by 
the Legislative Research Agency.

Clearly, $0.03 per barrel is at most a minute fraction of North Slope profits. Moreover, 
this surcharge is virtually irrelevant to long-term industry profitability models, which 
typically forecast price changes in the $2.00- to $5.00-per-barrel range. Those models 
indicate that the North Slope should produce similarly strong profits into the next 
century, with or without alteration to the "470" fund.

I can think of several reasons why the oil industry might wish to divert the Legislature 
into wasting time on this red herring. But I can see no good reason why you, as our 
elected representatives, should fall for this industry ploy. In my estimation, your time 
during a 120-day session is too valuable to waste on this excursion. Your services are 
badly needed in other areas.

If I can provide additional information, please let me know. In the meantime, I close 
with best wishes in your efforts to resolve the far more pressing administrative and 
budget problems facing you

enc.
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ANS Profits Worksheet (Research A lociates 2/9*)

N.pttli Slopc.EtnfU C unlyjiitLxSLL.Il.ELDS____________ / - - CY  93 ANS Avg^Vhfrl,) - - /______ Notes (2/lW-4)..LRA..9/9J.-pr\>d. aiin

1 Average Price lor ANS (Spot)

2 Quality Adjusted Price

3 Production / Disposition Hbls. sear
a Production (nun bbla, yr./day) 586.19 / 
b. Volume to East/West Coast ( * )

Dm
1.606

Gulf Coast 

SI 6.36

13.80*

West Coast 

$15.45

86.20*

ADOR (thru Nov.; Dec. = DP posting) 

(n.a.)

ADOR (M.V1S; ReveNews)
ADOR (avg. thru Nov.)

4 Feeder Pipeline TurifTu (SO. 10) ($0.10) Wghld. avg. sum of items Ja thru 4g (1992 data)
a Operating & capital costs (S0.04) ($0.04) Alaska Dept, of Law (ADL; 7/29/92) less 4b
b State & local property tax (pipelines) so.oo $0.00 30* of total property tax • (feeder tariff/TAPS tariff)
c Stale income lax (pipelines) so.oo SO.OO sd * (eff. slate tax rate / cff. fed. tax rale)
d Federal income tax (pipelines) (S0.01) (S0.01) ADL (7/29/92) less item 4c
e After-lax margin (S0.02) ($0.02) A DL (7/29/92)
f Recovery of deferred return (S0.01) ($0.01) •
g DR&R allowance SO.OO $0.00 •

5 TAPS Pipeline Tariff (S2.92) ($2.92) Prom ADOR Shortcut
a Operating .Sc capital costs (S0.97) ($0.97) Line 5 - (tines 5b thru 5g)
b Stale 1c local property tax (pipelines) (50.16) ($0.16) 30* of total property lax
c Stair, income lax (pipelines) (S0.09) (S0.09) 5d * (eff. state tax rate / eff. fed. tax rate)
d Federal income tax (pipelines) (S0.60) ($0.60) ADL (7/29/92) leas item 4c
e Aftir-tax margin (50.56) ($0.56) ADL (7/29/92)
f Rec rvery of deferred return (S0.49) ($0.49) •
g DRi’cR allowance 
h Purr.pabilily Charge

(S0.05) ($0.05)

6 State Share (Feeder Lines) (S0.01) ($0.01) Sum of items 4b, 4c
7 Federal Shane (Feeder Lines) ($0.01)' (* 0.01)- Item4d

8 Industry Profit (Feeder Lines) • S0.03 $7.03 Sum of items 4e, 4f

9 State Share (TAPS) • (S0.25) (S0..-5) Sum of items 5b. 5c
10 Federal Share (TAPS) (S0.60) ($0.60.' Item5d

' 1 Industry Profit (TAPS) SI.05 $1.05 Sum of items 5e,5f

12 Tanker (to Gulf/West Coast) (53.42) ($1.11) ADOR (from ITFRA/ATRA thru July)

13 Wellhead value S9.92 $1132 Stan of items 1.4,5,12

14 Stale Royalties. Production Si Property Taxes - ($178) ($3.12) Sun of itans 14a thru 14d

a Royalty ($1.17) ($1.34) Item 13 leas field costs • eat. field royalty
b Severance tax ($1.19) ($136) Item 13 *.875 * nominal severance* ELF
c Spill Response & Conservation Tax ($0.05) ($0.05) $.054 * .875
d State &  local property tax (production) ($0.37) ($0.37) 70* of total property lax (from ADOR Spr. 93. p. 6)

15 Production oosls ($5.17) ($5.17) Sum of itema 15e, 15b (assumed -  FY 1993)

a Lifting Coats ($1.86) ($1.86) From Leg. Rea. Agrney FY 93 (Sept. '93)
b Depletion., Depreciation & Amortization ($331) ($33 :• *

16 Net Revenue (production) $1.98 $3.03 Sum ofitcira 13, 14, 15

17 Stale Income Tax (production) ($0.12) ($0.12) ADOR Fall 93 forecast lesa items 4c. 5c
18 Federal Income Tax (production) ($0.61) ($0.94) EsL 33.0* of itema 16 ♦ 17

19 Inchutry Profit (production) $1.24 $1.98 Stan of items 16 thru 18

20 Total State Shan: (production * pipelines) $3.15 $3.49 Stan of items 6,9.17

21 Total Federal Share (production ♦ pipelines) $1.23 $135 Stan of items 7. 10,18

22 Total Industry Profit (production ♦ pipelines) $233 $3.06 Sum of itema 8. 11.19

33 OY 93 ladurtry Avg. per-bamd ANS Profil 

24 Ea lC Y  93 Induatry Profit* = « >  S1.73S.5 billion

S2J6 (Gulf [line 22 • line 3b]) + (W. C. |line 22 * line 3b]) 

(Line 23 * line 3a)
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March 21, 1994

Senator Drue Pearce ^
Co-Chair, Senate Finance Committee / ^ n .

State C apitoi *
Juneau, AK 99801-1182

Dear Senator Pearce:

On behalf of the Cordova District Fishermen United (CDFU), I wish to express our opposition •' ‘ 
to the SB 215 (Resources). There is no compelling reason for this bill other than to provide a 
tax reduction to the oil industry and undermine state authority to prevent and respond to oil and 
hazardous substance spills.

There is a great deal of misinformation being spread about the 470 Fund. Most of the examples 
being cited to show how the fund is being misused actually involve relatively small amounts of 
money for contaminated sites on state land where the responsible party is unknown or unable to 
pay and the site is onsing a threat to public health or the environment. In addition, these 
appropriations w e’ approved by the legislature through, the appropriations process. If . 
adjustments are r  . :sary, a more direct m ethod is to amend the DEC budget through the 
finance c o m .'itb  appropriations process. In addition, the audit recently conducted by ? . :
Legislative B. 1 t and Audit shows that expenditures.mad» by DEC were all appropriate and

One of the m ost important lesson we learned from the Exxon Valdez oil spill is that prevention '
‘ is the best tool we have to protect public health and the environment from oil spills. By. ’ 

splitting the nickel, the legislature is, in effect, reducing funding for critical prevention 
programs and reducing w hat w as intended to be a 5 cent tax to a 2.5 cent tax in the future. V

The "catastrophic oil release response account" which would receive 2.5 cents of the per barrel 
sun-' would be available only for the m ost extreme spill events, and only for "emergency 

i.esponse." Since Tie likelihood of an oil spill of 100,000 barrels or more is quite small, we 
can anticipate this fund will rem ain dorm ant and collect dust while the state is left w ithout . 
the ability to deal with . the serious acute and chronic affects of sm aller spills. Any spill can be 
catastrophic. The size of a spill matters far less than where the spill occurs (i.e., a municipal 

. drinking w ater system or an anadromous fish stream) or w hat substance is spilled. CDFU 
recommends that if the fund is split, the response fund should be available for response all 
sizes of spills both oil and hazardous substances. . . ‘ .

The remaining 2.5 cents would go irito the "oil and hazardous substances release contingency and 
abatement account.". This amount would be woefully inadequate to fund the ongoing spill 
prevention and response programs presently being funded from the 470 Fund. , .

There are several other problems with the SB 215. Among other things, it would: -



• cause detrimental reductions in spill prevention and response programs now and 
especially in the future as North Slope production declines, threatening public health 
and the environment;

• give a $74 million reduction in the nickel-per-barrel tax that was intended to be 
ongoing;

• reduce DEC's ability to respond to hazardous substance spills and spills smaller than 
100,000 barrels;

• allow the legislature to permanently suspend the surcharge if the legislature does not 
appropriate the entire balance of the spill reserve to the new respor 3e account;

• reduce DEC's flexibility to expeditiously respond to a spill that could threaten the 
economy, public health or the environment;

• allow fines and penalties levied for illegal actions to be credited toward the suspension 
of the tax; and

• place the entire balance of the spill reserve into the catastrophic account, allowing for 
no transition period and potentially causing layoffs in the Spill Prevention and 
Response Programs.

Apathy caused the Exxon Valdez Oil Spill. The state had virtually no spill prevention and 
response program in place when it occurred. Nearly 5 years later, the legislature is threatening 
to turn back to the same vulnerable position. SB 215 removes much of the oversight that has 
been put in place since the 11 million gallon oil spill in Prince William Sound.

CDFU urges the Senate Finance Committee to oppose SB 215 and protect critical spill 
prevention and response programs. Thank you for your consideration.

Governor Hickel 
Senator Halford 
Senator Jacko 
Senator Kelly 
Senator Rieger 
Senator Sharp 
Senator Kerttula

Sincerely,


