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Tibfe 3.
Estimated Alisha North Slope Production acd Pipeline Profits 

(Nominal and InflatiM-Adjusted $)

(1) (2) (3) (4) (5)

Y e a r In fla tio n In d e x N .  S lo p e  P ro d u c t io n N .  S lo p e  P ro d u c t io n

R a te Fa c to r &  P ip e lin e  P ro fits &  P ip e lin e  P ro fits

(N o m in a l $) (1993$)

1977 6 5 % 2.4636 $260,000,000.00 — $6405 3 3 ,0 59 .05

1978 7 .6% 2.3132 $ 13 09 ,000 .000 .00 = $2,796 ,693 ,638 .12

1979 1 1 3 % 2.1498 $4,048,000,000.00 «= $ 8 ,7 02 55 5 ,9 9 0 .4 7

1980 1 3 5 % 1.9316 $4,161 ,000 ,000D O s $ 8 ,0 3 7 3 7 5 ,8 4 2 .7 0

1981 1 0 3 % 1.7018 $4,490,000,000.00 s $ 7 ,6 4 1 3 0 1 3 3 9 .0 6

1982 6 3 % 15429 $4,733,000,000.00 = $ 7 3 0 2 5 7 9 ,4 1 2 .7 9

1983 3 3 % 1.4528 $5,483,000,000.00 c $7 ,9 6 5 ,8 7 5 ,4 7 5 5 0

1984 4 3 % 1.4078 $5,999,000,000.00 S $ 8 ,4 4 5 3 8 7 3 6 7 .7 1

1985 3 5 % 1.3497 $4,854,OOOjOOO.OO s $ 6 5 5 1 .6 5 5 3 0 2 .8 2

1986 1.9% 1.3028 $3 ,018 ,000500 .00 25 $ 3 ,9 3 1 3 7 4 5 4 2 .8 7

1987 3 .6% 1.2785 $3315 ,000 .000 .00 sr $ 4 ,1 1 0 5 3 4 5 1 6 5 9

1988 4 .1 % 1.2341 $2 .684301 ,060 .00 s $ 3 3 1 2 ,6 2 7 5 5 6 3 2

1989 4.8 % 1.1855 $ 3 ,403 ,006300 .00 = $4 .0 3 4 3 1 2 ,8 8 7 .1 5

1990 5 .4% 1.1312 $4,756,638,600.00 s $ 53 8 0 .7 8 5 ,8 8 0 .8 0

1991 4 3 % 1.0733 $3,171,429,900.00 s $3,403,768,854.47

1992 3.0% 1.0300 $3 ,066 ,172320 .00 * $3,158 ,157,489 .60

1993 _ 1.0000

T o ta l  P ro fits  ( A N S  P ro d u c tio n

an d  P ip e lin e s ) : $58551 ,448 ,080 .00 = $ 85 ,415 ,819355 .91

(or) (or)

$58.6 b i l l io n  o o m in a l $ * $85 .4  b i l l io n  1993 $

N o te s

(2) C o n s u m e r  P r ice  In d e x  ( C P I -U ) ;  a n n u a l %  ch a n g e  fro m  p r e v io u s  a n n u a ) U .S .  c i t y  

a ve ra g e , a l l ite m s  ( U .S .  D e p a r tm e n t o f  L a b o r , C P I  D e ta i le d  R e p o r t :  D a ta  fo r  Ja n u a r y  

1993, p . 80).

(3 ) =  (S u b sequ en t ye a r  in d e x  fa c to r) *  (cu rren t ye a r  in f la t io n )

(4 ) 1977-87 p ro fits  fro m : E d w a r d  B .  D e a k in , O i l  In d u s tr y  P r o f i ta b i l i t y  in  A la s k a  1969 

thru 1987 ( A la s k a  D e p t, o f  R e v e n u e , M a r c h  13 ,19 89 , A p p e n d i x  E ) ;  1988-92 

p ro fits  c a lc u la te d  b y  th e  au th o r  fr o m  p u b lish ed  sources .

(5) (C o l .  3 ) *  ( C o l .  4)
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DISCUSSION

This analysis indicates that the disputed vapor recovery system could be 
purchased at a cost of approximately four percent of one year's after-tax profits. 
Tractor tugs could be purchased for less than one percent —  approximately biree 
days'profits. Put otherwise: Spread across the 0.8 billion barrels forecasted North 
Slope production between now and 2010,13 the combined expenditure for these 
environmental amenities would come to less than $0.0225 (2-1/4 cents) per barrel.

How big is the 1986-93 average annual ANS production and pipelining profit 
of $3.7 billion, anyway? To answer that question, it will be useful to look at die 
annual "Fortune 500" ranking of the nation's largest industrial corporations. If ANS 
production and pipelining profits were controlled by one firm instead of three, that 
company would have equalled the performance of the second most profitable 
company on the Fortune 500 in 1991 and would have ranked fourth in 1992.14

What about the thesis of Alyeska's Herrailler’s that the pipeline operator must 
cut costs in order to "keep the pipeline a viable economic enterprise" because 
production is declining? First of all, since tbr. TAPS line is wholly owned by the 
North Slope producers, its sole function is to transport ANS and there is no 
alternative means o f transport, it is fatuous to consider TAPS on a stand-alone basis. 
Tht, pipelir « is an integral part o f North Slope operations.15 Hermiller’s warning, 
then, is properly analyzed in terms o f production and pipeline profits together, as 
shown in the previous tables. To examine Hermiller's argument, ANS operations for 
the year 2000 can be analyzed in terms of Table 1, using the Alaska Department of 
Revenue's forecast assumptions for price and volume.16 The results are summarized 
in Table 4.

Table 4. Estimated ANS Production and Profits in 2000 A,P.
(1 9 9 2 $  p e r  barre l)

Forecast Production 355.4 million barrels (971,000 barrels per day)

Forecast Price $19.54
Forecast TAPS, Feeder Line Tariffs ($2.80)
Forecast Tanker Costs ($1.44)
State Royaltien, Production & Propei v  Taxes ($3.87)
Production Costs '  ($4.45)
State, Federal Income Tax ($2.36)

Industry Production Profit $4.62
Industry TAPS, Feeder Line Profit $0.71

Total Industry Profit per-barrel $5.34

S o u rc e : N o r th  S lo p e  P ro f i ts  a n d  P ro d u c t io n  P ro s p e c t* , p .  72 (u s in g  A la s k a  D e p t, o f  R e v e n u e  

S p r in g  1992 fo recas t a s s u m p tio n s  fo r  s ta te  f is c a l y e a r  2000).

In the year 2000, additional costs of $0.0225 (2-1/4 cents) per barrel for hard-piping 
and tractor tugs would have a negligible effect on profits. Because these costs are 
effectively shared with state and federal governments, the loss to the producers would
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amount to approximately one cent per barrel, compared to estimated tax-paid North 
Slope production and pipeline profits of $5.34 per barrel. Over the course of that 
year, those expenditures would result in a reductic.i of less than $4 million to 
estimated net profits totalling $1.9 billion. In making long-term production 
decisions, a two to three cent per-barrel change in costs is apt to be lost in the noise of 
the much larger uncertainty about prices. Long-range planning forecasts often 
consider price changes in $5-per-barrel increments. Finally, these data indicate that 
in terms of net income, at the end of the century profits from North Slope operations 
would still be on a par with die seventh most profitable corporation in the nation in 
1991.

In the absence of information the industry treats as proprietary, it is difficult to 
make useful internal rate of return calculati -  However, it is interesting to note that 
Dealtin's accountancy study estimated the internal rate of return through 1987 at 
43.7% if 75 percent of the total investment were financed with debt. Asuraing 100% 
eouity financing, Deakin estimated an after-tax rate of return on cash flow of 
29.7%. 17 These data indicate that Hermiller's thesis, although logically correct, is 
practically useless. Due to the extraordinary profit from ANS operations, the 
environmental costs against which Alyeska officials habitually rail are virtually 
irrelevant to long-term planning.

Many pieces of the oil market price puzzle are not reported publicly. Even those 
that are published are often subject to dispute. These results should therefore be 
regarded as estimates rather than precise statemen > of North Slope profits. After 
reviewing the effects of changing key factors, Deakin estimated that with better public 
information, his estimate might range downward by 4% or upward by 10%.>8 
Similar revisions to the 1988-92 numbers are possible, although upward revision in 
industry profits seems much more likely than downward. In sum, while the North 
Slope producers have consistently declined to make profit figures public, it is 
believed that the data used in this analyst produce m estimate of profits that is quite 
conservative.

This analysis considers only the profits earned from North Slope production, 
feeder lin? shipments to Prudhoe Bay and TAPS shipments to Valdez. These figures 
do not include the profits North Slope p: oducers derive from transportation from 
Valdez to the Lower 48, or from refining and marketing of ANS. One reason for 
excluding these downstream profit sources is that even without ANS, the producers 
arguably could realize similar profits using non-ANS crude oil sources to run 
equivalent transportation and essentially identical refining and marketing operations.

Two other values of ANS have been identified. One is the value of a stable 
supply of crude oil that North Slope development provides the owner companies. 
Without ANS, the companies would have to rely for their oil supply on the shifting 
sources of the open market Ownership of ANS production enables die major North 
Slope producers to plan and design their refineries with an assured supply. 
Quantification of this advantage, however, would require the introduction of 
assumptions whose bases would be difficult to validate.

The second additional benefit of North Slope operations resides in the collection 
by TAPS owners, through the TAPS tariff, of funds for the eventual dismantling and 
removal and restoration (DR&R) of the 800-mile pipeline corridor. This is the item 
cited by A lyeska's Williams as the kind of environmental cost that could cause
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Alaska's golden goose to cackle its last. In facl} DR&R has turned into a hidden or 
off-book cash cow for the North Slope producers of uncelebrated but astonishing 
proportions. Instead of requiring that the funds collected against this vague legal 
obligation be held in an identifiable reserve account or placed in escrow to ensure 
their availability for future use, the 1985 TAPS tariff settlement19 allows the TAPS 
owners to co-mingle this money with internal accounts, re-invest it for profit or 
distribute it to shareholders. According to the terms of the 1985 settlement, the 
money collected for DR&R was supposed to equal the amount required to restore the 
pipeline corridor to its previous condition. Due to changes in calculating factors such 
as inflation, tax rates and estimated corporate earnings on internally-held funds over 
the 35-year estimated life of the pipeline, it has been estimated that if dismantling 
actually takes place in the second decade o f the next century, TAPS DR&R 
collections will exceed requirements by $11.7 to $22.1 billion in 1992 dollars.20 
This projected gain o the TAPS owners from TAPS DR&R is in excess o f— over 
and above— the annual after-tax profits calculated in this report Many industry 
observers believe the pipeline will be in operation for a much longer period, further 
increasing the value of the precollected DR&R payments to the owner companies.

One of the surprising facets o f North Slope economics is that its extraordinary 
profitability is so dimly understood by the public. In a lengthy front-page report in 
May 1993, the Anchorage Daily News explained ARCO’s presence and prospects in 
Alaska this way:

ARCO is here, {CEO Lodwrick] Cook and analysts said, because 
it has to be: because it understands Alaska and Alaskans, because it 
owns »  many oil leases in the state and because its enormously profitable 
refining and retailing system is geared for North Slope crude.21

All of this may be true, but the article omitted all reference to North Slope profits, 
which are roughly twice that of the company's "enormously profitable refining and 
retailing system.

CONCLUSIONS

Alaska is the frequent scene of intense debates in which environmental and 
economic values are pitted against each other. In those debates, crucial facts about 
energy and the environment are frequently obscured. The public, groping blindly in 
the absence of meaningful data, looks to its elected officials and bureaucrats for 
leadership and information. Public officials, in turn, seem perpetually impaled on the 
horns of the environment v. development dilemma. Even development spokesmen 
sometimes seem to be confused about key facts that underlie the central issues.

A straight-forward approach to North Slope profitability cuts through rhetoric to 
produce estimates of the extraordinary per-barrel net profitability of Alaska's North 
Slope operation. These data indicate that the North Slope producers have ample 
room to make additional environ-renal expenditures, if warranted, despite public 
pronouncements to the contrary by industry officials.

Decisions involving energy and the environment inevitably involve a balancing 
of economic and ecological factors. In view of the statements of Alyeska Pipeline 
Service Co. officials on Alaska North Slope economics, it is to be hoped that 
Lrdustry's environmental assessments are better than its public economic analyses.
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I .  S e v e n  m a jo r  o i l  c o m p a n ie s  o w n  th e  8 0 0 -m ile  T A P S  p ip e lin e , w h ic h  transports  A la s k a  N o r th  

S lo p e  c n m e  o i l  fr o m  P ru d h o e  B a y  to  V a ld e z ,  w h e re  th e  o i l  is  lo a d ed  o n  tankers  fo r  th e  L o w e r  48 

states. T h re e  c o m p a n ie s  —  A R C O ,  B P  a n d  E x x o n  —  o w n  a p p r o x im a te ly  9 1 .5 %  o f  T A P S  an d  

9 3 %  o f  A N S  p ro d u c t io n  ( th e  la tte r  f ig u re  is  n e t o f  r o y a lty ) .  F o r  s p e c if ic  f ie ld  a n d  T A P S  o w n e rs h ip  

percen tages , see B r it is h  P e tro le u m , P ru d h o e  B a y  a n d  B e y o n d  [7th E d i t io n ;  n .d .] , p . 2.

2 . D a m a g e  fr o m  th e  E x x o n  V » !d e x  s p il l  is  th e  s u b je c t o f  d eb a tes  a m o n g  o i l  s p i l l  sp ec ia lis ts . S ee , 

fo r  e x a m p le , " In fo r m a t io n  o l:  V a ld e z  O i l  S p i l l  —  S c ie n t i f ic  S tu d ie s  S p o n s o r e d  b y  E x x o n "  ( E x x o n  

press p a ck e t s u m m a r iz in g  m a ter ia ls  p resen ted  a t th e  S y m p o s iu m  o n  E n v ir o n m e n ta l T o x i c o lo g y  and  

R is k  A s s e s  m e a t, s p o n so red  b y  th e  A m e r ic a n  S o c ie ty  fo r  T e s t in g  A n d  M a te r ia ls ) ,  A p r i l  26 -29 , 1993 

a n d  " N O A A  R e s p o n s e  to  E x x o n  C h a lle n g e  to  E x . ' a V a ld e z  N a tu ra l R e s o u rc e  D a m a g e  A ssessm en t 

D a ta b a se " ( N a t io n a l  O c e a n ic  and  A tm o s p h e r ic  A d m in is tr a t io n ) ,  A p r i l  2 7 ,1 9 9 3 .

3. In  1971, B r it ia h  P e tro le u m 's  h ead  o f  E n v ir o n m e n ta l S tu d ie s  p r o m is e d  "[ f jo r  a n y  o i l  s p i l l . . .

p ro m p t an d  e f f e c t i v e  c o n ta in m e n t .  T h e  b es t e q u ip m e n t, m a te r ia ls  a n d  e x p e r t is e . . .  w i l l  m ak e

o p e ra tio n s  a n d  P o r t V a ld e z  a n d  in  P r in ce  W i l l i a m  S o u n d  th e  sa fest in  th e  w o r ld . "  n  subsequen t 

years  in d u s try  o f f i c ia ls  fr e q u e n tly  m a d e  s im ila r  p ro m ises . H o w e v e r ,  b y  1989 E x x o n  Jtd  en trusted 

th e  n e w es t an d  la rg es t s h ip  in  its  A la s k a  f le e t to  a  C a p ta in  w h o  h a d  b e e n  ba rred  fr o m  (r iv in g  in  tw o  

states fo r  d ru n k  d r iv in g .  T h e  C a p ta in , in  tu rn , le f t  th e  supertan ker in  c o n tr o l o f  a n  in e x  x r ie n c e d  and  

o v e rw o rk e d  T h i r d  M a t e  w i t h  a  h e lm sm a n  at th e  w h e e l  w h o  w a s  fe l t  b y  c o lle a g u e s  to  b e  in ca p a b le  o f  

p a in t in g  a  w a l l  w i th o u t  c lo s e  s u p e rv is io n . W h e n  the  s p i l l  o ccu rred , th e  V a ld e z -b a s e d  response  barge , 

w h ic h  w a s  s u p p o s e d  to  h a v e  b e en  re a d y  to  g o  o n  i iw a s d ia te  n o tic e , w a s  o u t  o f  th e  w a te r  fo r  repairs. 

K e y  response  e q u ip m e n t ,  such  as  p u m p s  a n d  c o n ta in m e n t b o o m , w e r e  e ith e r  u n a va ila b le  o r b u r ied  

u n d e r  s e ve ra l fe e t o f  s n o w . ( F o r  p ro  m ise r . A ly e s k a  P ip e lin e  S e r v ic e  C o . ,  Hearing T e s t im o n y  [at 

U .S .  D ep a r tm en t o f  In te r io r  b ea r in g s , A n c h o r a g e , F e b ru a r y  1971], p p .  3 2 -3 3 . F o r  s p il l and  bo tched  

response , see: N a t io n a l  T n m p o r ta t io n  S a fe ty  B o a rd , H e a r in g s  M a y  1989 a n d  M a r in e  A c c id e n t  

R e p o r t—  G r o u n d in g  o f  th e  U . S .  T in k s h ip  E X X O N  V A L D E Z  o n  B l i t h  R e e f .  P r in ce  W i l l i a m  Sour d , 

near V a k * * *  A la s k a  M a r c h  2 4 .1 9 8 9 . esp . F in d in g s  a n d  P ro b a b le  C a u s e , p p . 166-170 [R epo rt N o  

N T S B / M A R -9 0 / 0 4 ]  a n d  A la s k a  O i l  S p i l l  C o m m is s io n ,  F in a l  R e p o r t  [S ta te  o f  A la s k a ,  F e b .  1990], 

p p . 5 -5 9 .)

4 . S ee : R e g io n a l C it i z e n s  A d v i s o r y  C o u n c i l ,  R e s o lu t io n  9 2 -2 , S e p t.  2 8 ,1 9 9 2 ; an d  le tter from J .B .  

H e rm iU e r , P re s id e n t, A l y e s k a  P ip e lin e  S e r v ic e  C o . ,  to  S c o tt  S te r lin g , P re s id en t, R e g io n a l C it i z e n s  

A d v i s o r y  C o u n c i l .  N o v .  16, 1992.

5. S ee : Analysis o f T a n k r r  E sc o r t ScoaggJat SmfnciflcoJhy. J u l y  1992 (p repa red  fo r  H a rb o r  

S a fe ty  C o m m it te e  o f  th e  S a n  F ra n c is c o  B a y  R e g io n  b y  R o b e r t A l l a n  L t d . ) ;  F o s s / A R C O  T a n k a r  

E s c o n  S tu d y  (P u g e t S o u d ) ,  S e p t. 1991; C r o w le y  M a r it im e  C o rp o r a t io n , " C r o w le y  M a r in e  S e r v ic e s  

to  P urchase  E ig h t  N e w  9 ,000  h .p . T ra c to r  T u g s , "  F e b .  9 ,1 9 9 3  (p ress  re lea se ).

6 . M . F .C .  W i l l i a m s ,  "E c o o o m ic  R e g u la t io n s  a n d  D e v e lo p m e n t*  (C o n fe r e n c e  o n  E n e r g y  Issues  fo r 

th e  1990s [ U n iv e r s it y  o f  A la s k a  A n c h o r a g e  S c h o o l o f  B u s in e ss  an d  O rg a n iz a t io n  o f  P e tro leu m  

E x p o r t in g  C o u n tr ie s  co n fe ren ce] , A n c h o r a g e , J u l y  2 3 -2 4 ,1 9 9 2 ) , p . 2 . M r .  W i l l i a m s  o m itte d  

m e n tio n  o f  th e  fa c t  th a t T A P S  o w n e rs  h a v e  a lre a d y  c o lle c te d  a s iz a b le  fo r tu n e  fo r  th is  pu rpose  

th rough  th e  lib e ra l te rm s  o f  th e  1985 T A P S  ta r i f f  s e ttlem en t (see  "D is c u s s io n , "  b e lo w ) .

7. Anchorage T in** Jan . 1 2 ,1 9 9 2  (sp eech  rep r in ted  in  its  e n tire ty  b y  A ly e s k a  P ip e lin e  S e r v ic e  C o .]

8. F o r  a  m o re  d e ta ile d  d is c u ss io n  o f  tb e  sources an d  fa c to rs  e m p lo y e d  in  th is  spreadsheet, see th e  

au thor’s  N o r th  S lo p e  P ro f i ts  a n d  P ro d u c t io n  P ro spec ts  (repo rt to  th e  A la s k a  S ta te  S en a te  F in a n ce  

C o m m it te e ,  N o v .  1 1 ,1 9 9 2 ), p p . 30 -41 . T b e  a p p ro a ch  u sed  in  th is  a n a ly s is  is  s im ila r  to  th e  m o d e l 

o f  p e r -b a rre l p r o f i ta b i l i t y  la id  o u t b y  C h a r le s  L o g s d o n ,  P h . D . ,  A la s k a  D e p t ,  o f  R e v e n u e  C h ie f  

E c o n o m is t ,  in  t  J u l y  1992 p s p e r . ( "A la s k a 's  R e la t io n s h ip  w i th  th e  M a jo r  O i l  P ro d ucers ,"

C o n fe r e n c e  o n  E n e r g y  Issues  fo r  th e  1990s [ U n iv e r s it y  o f  A la s k a  S c h o o l o f  B u s in ess  an d  O P E C ;  

A n c h o ra g e , J u ly  2 3 -2 4 ,1 9 9 2 ] , p . 6 .)  H o w e v e r ,  D r . L o g s d o n 's  ta b le  d e lin e a te ?  p ro d u c tio n  re ven u e  

a n d  there fo re  o m its  p ip e l in e  p ro fits .

N O TES ,
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9. A  1984 s tu d y  fo u n d  th e  N o r th  S lo p e 's  th ree  m a jo r p roducers  p a id  an a v e n g e  o f  23 .25%  in  fed era l 

ta x e s  fr o m  1981 to  1983. In  a  1988 u pda te , A R C O  and  B P  w e re  n o t repo rted  b u t  E x x o n  pa id  

a p p r o x im a te ly  2 3 %  fr o m  1981 th ro u gh  1987. (R o b e r t S . M c In ty r e  ad  R o b e r t  F o le n , C o rp o ra te  

In c o m e  T a x e s  in the Reagan Yews: A S tu d y  o f  T h re e  Y e a rs  o f  l egalized T a x  Avoidance [ C it iz e n s  

fo r  T a x  Ju s t ic e , 1984], p p .  3 2 -3 3 ,3 6 ; R o b e r t  S . M c In ty r e ,  John  than  M .  C r y s ta l and  D a v id  C .  

W i lh e lm ,  T h e  C o rp o ra te  T a x  C o m e b a c k  [ C it iz e n s  fo r  T a x  Ju s tice  a n d  th e  In s titu te  o n  T a x a t io n  an d  

E c o n o m ic  P o l ic y ,  1988], p .  43.

10. T A P S  p ro f its  in c lu d e  b o th  th e  a fte r -ta x  m arg in  and th e  re co ve ry  o f d 'f r r r e d  return (lin es  5 e  a n d  

5 f ,  T a b le  1).

11. E d w a r d  B . D e a k in . O i l  In d u s try  P ro f i ta b i l i t y  i \  A l '^ tka. 1969 th ro u gh  1987 ( A la s k a  D e p t, o f  

R e v e n u e ,  M a r c h  1 5 ,1 9 8 9 ). F o r  a  c o m p a r iso n  o f  th e  resu lts  p ro d u ced  b y  the tw o  m o d e ls , see  N o r th  

S lo p e  P ro f i ts  a n d  P ro d u c t io n  P ro spec ts , p . 60.

12. T h e  1991 da ta  in  T a b le  1 w e r e  p ro d u ced  fro m  separate c a lcu la tio n s  fo r  ea ch  o f  th e  f i v e  m a jo r  

N o r th  S lo p e  p ro d u c in g  f ie ld s ,  each  o f  w h ic h  has its  o w n  o p e ra tin g , cap ita l a n d  p ip e l in in g  co s ts , as 

w e l l  a s  its  o w n  m arke t v a lu e  (baaed o n  th e  q u a l ity  o f  th e  o i l  p ro du ced ). A  s im p lif ie d  v e rs io n  o f  th e  

m o d e l w a s  d e v e lo p e d , u s in g  e s tim a tin g  fac to rs  to  p ro du ce  a ve rag e  N o r th  S lo p e  p r o f it  figu res  fo r  1988 

th ro u g h  1990, a n d  fo r  1992. R e s u lts  fr o m  th e  1992 f ie ld  m o d e l c lo s e ly  m a tch ed  th o se  o f  th e  

s im p l i f ie d  ve rs io n .

13. A la s k a  D e p a r tm e n t o f  R e v e n u e . S p r in g  1993 R e v e n u e  S o u rce  B o o k , n r id -s c e n n io  s im u la te d  o i l  

p r o d u c t io n ,  p . 47.

14. A c c o r d in g  to  the  F o r tu n e  500, tb e  f i v e  m os t p ro fita b le  co m p a n ie s  in  th e  U n i t e d  S ta tes  in  1991 

a n d  1992 ( fo l lo w e d  b y  th e ir  n e t a fte r -ta x  in c o m e , in  m il l io n s  o f  d o lla rs ) w e re : 1992: (1 ) P h i l l ip  

M o r r is ,  $ 4 ,939 .0 ; (2 ) E x x o n .  $4,770 .0; (3 ) G e n e ra l E le c tr ic ,  $4,725.0; (4 ) M e r c k ,  $1,984.2; (5 ) 

B r is to l  M e y e r s -S q u ib b ,  $1 ,962 .0 . 1991: (1 ) E x x o n ,  $5,600.0; (2 ) P h i l l ip  M o r r is ,  $3 ,006.0 ; (3 ) 

G e n e r a l E le c tr ic ,  $2 ,636.0 ; (4 ) M e r c k ,  $2 ,121.7 ; (5 ) B r is to l M e y e r s -S q u ib b  $2,056.0.

15. I n  fa c t ,  i t  is  c o n c e iv a b le  th a t T A P S  p ro f its , w h ic h  are gua ran teed  in  th e  t a r i f f  ag reem en t, c o u ld  

e n a b le  th e  o w n e rs  to  c o n tin u e  p ro d u c in g  p r o f ita b ly  d esp ite  sh o rt-te rm  p ro d u c tio n  re ven u e  losses  d u e  

to  r e la t iv e ly  lo w  o i l  p r ices . W h e th e r  A ly e s k a  o f f ic ia ls  a c tu a lly  m is p e rc e iv e  T A P S  as a  s ta n d -a lo n e  

e c o n o m ic  e n t i t y ,  as th e ir  p u b lic  p ro n o u n cem en ts  in d ica te , is  b e y o n d  th e  scope  o f  th is  paper.

16. T b e  p r ic e  a n d  p ro d u c t io n  a ssu m p tion s  u sed  in  th is  an a lys is , fr o m  th e  A la s k a  D ep a r tm en t o f  

R e v e n u e 's  S p r in g  1992 fo recas t, are  ra ther c o n s e r va tiv e . F o r  e x a m p le , tha t fo recas t assum ed  a  5 0 %  

p r o d u c t io n  d e c lin e  at K u p a r u k  b y  th e  ye a r  2000 w i th  li t t le  o r  n o  rep la cem en t p ro d u c tio n  fro m  th e  

W e s t  S a k  re se rvo ir . A R C O ,  w h i c h '  tb e  m a jo r  in terest in  b o th  f ie ld s , has in d ic a te d  tha t K u p a ru k  

w i l l  p r o b a b ly  b o ld  a t cu rren t le v e ls  tn ro u gh  d ie  e n d  o f  th e  c en tu ry , a n d  tha t W e s t  S a k  p ro d u c tio n  

m a y  b e  b ro u g h t o n  lin e  w h e n  K u p a ru k  d o e s  s lo w  d o w n . (F o r  a  d e ta ile d  lo o k  a t tb e  a ssu m p tion s  

u s e d  a n d  th e  resu lts , aee N o r t h  S lo p e  P ro f i ts  and  P ro d u c tio n  P ro sp ec ts , p p . 6 9 -7 9 .)

17. O i l  In d u s tr y  P r o f i ta b i l i t y  in  A la s k a . 1969 th ro u g h  1987. p p . T 7 4 -7 5 .

18. O i l  I r  Ju s try  P r o f i ta b i l i t y  in  A l « k »  1969 th ro u gh  1987. p p . 20 . T 5 8 -T 6 3 .

19. "S e t t le m e n t  A g r e e m e n t  b e tw e e n  tb e  S ta te  o f  A ia a k a  and  A R C O  P ip e  l i n e  C o .  [ £ _ lU > *  Ju n e  

2 8 , 1985, p . 14.

20 . F o r  th e  h is to r y  o f  th e  D R & R  p ro v is io n  in  d ie  T A P S  se ttlem en t a n d  an  a n a ly s is  o f  its  e c o n o m ic  

c o n seq u en c e s , see th e  a u th o r 's  H id d e n  B il l io n s : T h e  T A P S  P R A R  P ro v is io n  (repo rt p repared fo r  

S ta n  S te p h e n s , P O  B o x  1297, V a ld e z ,  A la s k a ,  99686, A u g u s t  2 1 ,1 9 9 2 ).

21 . K im  Fa ra ro , "S tu c k  o n  A la s k a : A r e o 's  be t p a y s  o f f  fo r  state, c o m p a n y . "  A n c h o r a g e  D a i l y  N e w s  

( M a y  23 , 1993), p . A - I .
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A t o k a  B u s , U c e n s e J s .  1 1 8 5 8 7  

P m s n t . .P Q 9 it i o n :

F r e e la n c e  r e s e a r c h  a n d  w riting (O c to b e r  1 9 8 9  - p r e s e n t ) . P r im a ry  fo c u s : 
A la s k a  N o rth  S l o p e  oil a n d  g a s  e c o n o m ic s ,  p ro d u c tio n  p r o s p e c t s  a n d  
e n v ir o n m e n ta l  p o lic y .

PrQY)QilS_EQSitiQQZ

P o licy  A n a ly s t .  O ff ice  o f M a n a g e m e n t  a n d  B u d g e t, O ffice  o f th e  G o v e r n o r  
o f  A la s k a  (1 9 8 7 -8 9 1 . D u tie s : s p e c ia l  a d v is o r  to  th e  g o v e rn o r  o n  oil a n d  g a s  
i s s u e s ;  m e m b e r  o f  s t a t e  oil a n d  g a s  litiga tion  po licy  w o rk in g  g ro u p ; m e m b e r  of 
s t a t e  r e v e n u e  f o r e c a s t in g  g ro u p ;  s p e c ia l  a s s ig n m e n ts .

S e n io r  A n a ly s t  O ffice  of M a n a g e m e n t  a n d  B u d g e t .  O ffice  o f J h e  
G o v e r n o r  o f A la s k a  (1 9 8 3 -1 9 8 7 1 . D u tie s : c o m p ila tio n  o f s t a t e  r e v e n u e  a n d  
b u d g e t  to ta ls ,  p r e p a r a t io n  a n d  p u b lic a tio n  o f a n n u a l  re p o r t  o n  s a m e ;  s p e c ia l  
a s s ig n m e n t s .

F re e la n c e  in v e s t i g a t e  re p o r tin g  a n d  r e s e a r c h  (1 9 7 6 -1 9 8 2 ) .

R e s o u r c e s  a n d  S ta ff  In v e s tig a tiv e  R e p o r te r ,  F a i r b a n k s  D aily N ew s- 
M in e r (1 9 7 5 - .19.7-6),

F r e e l a n c e  in v e s t ig a tiv e  re p o r tin g  M 9 7 2 -1 9 7 5 ) ,

A s s is ta n t  P r o f e s s o r  o f P o litica l S c ie n c e .  U niversiW  o f A la sk a  (1 9 6 9 -7 1 ) . 
D u tie s :  T e a c h in g  u n d e r g r a d u a te  a n d  g r a d u a te  c o u r s e s  in g o v e rn m e n t;  s e t t in g  
u p  a n d  le a d in g  M a s te r 's  in P u b lic  A d m in is tra tio n  P ro g ra m  a t  th e  U n iv e rs ity 's  
J u n e a u  b r a n c h .

A c a d e m ic  T ra in in g : B e lo it C o lle g e , B .A ., 1 9 6 4 ; C la re m o n t G r a d u a te  S c h o o l,
M .A ., 1 9 6 7 ; C la r e m o n t  G r a d u a te  S c h o o l, P h .D ., 1 9 7 0  (all d e g r e e s  in 
g o v e r n m e n t) .  M a jo r  a r e a s  o f fo c u s  in c lu d e  C o n te m p o ra ry  C h in a  a n d  
c o m p a r a t iv e  p o litic s , p u b lic  a d m in is tra tio n . D o c to ra l d i s s e r t a t i m  o n  ‘G r e e n  
C a rd "  L a b o r  a n d  t h e  1 9 6 8  C a lifo rn ia  G r a p e  S tr ik e  in th e  S a n  J o a q u in  V alley ; 
m a s t e r ’s  e s s a y  o n  th e  so c io lo g ic a l th e o ry  o f  c o lle c tiv e  b e h a v io r .

A c a d e m ic  A w a rd s :  N a t io n a l D e f e n s e  F o re ig n  L a n g u a g e  F e llo w sh ip , 1 9 6 6 -6 7 ;
N a tio n a l E n d o w m e n t  fo r t h e  H u m a n it ie s  P o s t-D o c to ra l F e llo w sh ip , 1971 
(d e c l in e d ) ;  D a n fo r th  F e llo w s h ip  for E c o n o m ic  R e p o rtin g , U n iv e rs ity  o f M isso u ri 
S c h o o l  o f J o u r n a l i s m ,  1 9 7 6 .
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P rin t J o u rn a l i s m  (p a r tia l l is t  o f  p u b lic a tio n s ) : A rtic le s  o n  a  w id e  r a n g e  of 
s u b je c t s  r a n g in g  from  th e  u s e  of c h e m ic a l a n d  b io lo g ic a l w a r f a r e  in  S o u th e a s t  
A s ia  to  in v e s tig a tio n  o f a  U .S . S e n a to r 's  m i s m a n a g e m e n t  of t h e  b a n k  h e  
p re v io u s ly  h e a d e d  h a v e  a p p e a r e d  in m a g a z in e s  s u c h  a s  A la s k a . A la s k a  
B u s in e s s ,  u th o p in io n . T h e  N a t io n . T h e  N ew  R e p u b l ic . T h e  P r o g r e s s i v e . 
S a tu r d a y  R e v ie w  /  W orld  a n d  n e w s p a p e r s  in c lu d in g  T h e  A ll-A lask a  W e e k ly .
Illg AnchoraaB..Daily flews. T h e  B o s to n  Q lo b e . T h e  C h ic a g o  T r ib u n e . Ihfi 
Miami Herald, T h e  S t. L o u is  P o s t-D is o a tc h  a n d  The Washington Star
P rin t J o u r n a l i s m  (a w a r d s J: A m o s  T u ck  A w a rd  fo r  E x c e l le n c e  in  E c o n o m ic
R e p o r tin g  ($ 5 ,0 0 0  first p r iz e , 1 9 7 9 , fo r a  s e r i e s  o n  th e  N o r th w e s t  E n e r g y  C o . 's  
e f fo r ts  to  bu ild  a  n a tu ra l  g a s  p ip e lin e  fro m  A la s k a 's  N o rth  S lo p e  to  th e  L o w e r 
4 8 ) ; b e s t  w e e k ly  c o lu m n , A la s k a  P r e s s  C lu b  (1 9 7 5 , fo r  c o v e r a g e  o f c o n s t r u c t io n  
o f t h e  t r a n s -A la s k a  oil p ip e lin e ) ; b e s t  re p o r tin g  (w e e k ly ) a n d  s e c o n d  b e s t  
r e p o r t in g  (daily ), A la s k a  P r e s s  C lu b  (1 9 7 9 , fo r  re p o r t in g  o n  w o r k e r s ’ 
c o m p e n s a t io n  p ro b le m s ) .

R e s e a r c h  R e p o r ts .  M o n o g ra p h s :

“C o o k  In le t Oil P la tfo rm  H iring P r a c t ic e s ,"  A la s k a  S t a t e  L e g is la tu re
(1 9 8 0 ) ;

" F a ta litie s  d u rin g  C o n s tru c t io n  o f th e  T r a n s - A la s k a  P ip e l in e ,” A la s k a  
S c ie n c e  C o n f e r e n c e  (1 9 8 0 ) ;

" W o rk e rs ' C o m p e n s a t io n  P ro b le m s  in A la s k a ,” A la s k a  S t a t e  L e g is la tu re
(1 9 8 1 ) ;

" C h a o s  in th e  C a p ito l; T h e  A la sk a  S t a t e  B u d g e t  S y s te m  in C r is is ,” A la s k a  
P u b lic  In te re s t  R e s e a r c h  G ro u p  (1 9 8 2 );

"Oil a n d  G a s  R e v e n u e  D is p u te s :  S t a tu s  R e p o r t  a n d  R e c o m m e n d a t io n s ,” 
A la s k a  S t a t e  L e g is la tu re  (1 9 9 0 ) ;

" T h e  1 9 8 5  T A P S  T ariff S e tt le m e n t:  A C a s e  S tu d y  in t h e  E f fe c ts  o f 
C o n fid e n tia lity  o n  In fo rm a tio n  A v a ila b le  to  D e c is io n  M a k e r s ” ( s u p p le m e n ta l  
r e p o r t  to  "Oil a n d  G a s  R e v e n u e  D is p u te s ”), A la s k a  S t a t e  L e g is la tu re  (1 9 9 0 ) ;

”C o rex it 9 5 8 0 : R e p o r t  a n d  R e c o m m e n d a t io n s ,” A la s k a  D e p a r tm e n t  of 
E n v iro n m e n ta l C o n s e rv a t io n  O il Spill R e s p o n s e  C e n te r  (1 9 9 0 ) ;

"N orth  S lo p e  P ro d u c t io n  P r o s p e c t s ,  1 9 9 0 -2 0 1 0 ,” A la s k a  S t a t e  
L e g is la tu re  (1 9 9 0 );

"W o rk e r S a fe ty  a n d  t h e  D u tc h  H a rb o r  F is h e ry  B o o m ,” A la s k a  S t a te  
D e p a r tm e n t  o f L a b o r  (1 9 9 1 ) ;

"A ly esk a  P ip e lin e  T e rm in a l B a lla s t W a te r  T r e a tm e n t  a n d  N o r th b o u n d  
S h ip m e n ts :  F in a l R e p o rt,"  P r in c e  W illiam  S o u n d  R e g io n a l  C i t iz e n s ’ A d v iso ry  
C o u n c il (1 9 9 1 );

"H id d e n  Billions: T h e  T A P S  D R & R  P ro v is io n ,"  u n d e r  c o n tr a c t  to  S ta n  
S t e p h e n s ,  V a ld e z , A la sk a  (1 9 9 2 ) ;

”N o rth  S lo p e  P ro fits  a n d  P ro d u c tio n  P r o s p e c t s ,” A la s k a  S t a t e  L e g is la tu re  
( 1 9 9 2 ) ;

" A la sk a  N o rth  s lo p e  Oil P ro fits  a n d  P r o p o s e d  E n v iro n m e n ta l  M itig a tio n  
M e a s u r e s ,” fo r p r e s e n ta t io n  to  th e  N. A m er. C o n f e r e n c e ,  In te rn a t io n a l  
A s s o c ia t io n  for E n e rg y  E c o n o m ic s  (1 9 9 3 ) .
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Qq q K c h a r t e r s ;

“C a m b o d ia :  T h e  S t ru g g le  C o n tin u e s ,"  in V ie tn a m : W h a t  K ind o f P e a c e ?  
(W a s h in g to n , D .C .: In d o c h in a  R e s o u r c e  C e n te r ,  1 9 7 3 );

“T h e  P r e s s  in A la s k a ,” in M c B e a th  a n d  M o r e h o u s e  ( e d s .) ,  A la sk a  S ta te  
G o v e rn m e n t  a n d  P o litic s  (F a irb a n k s ,  A la sk a : U n iv e rs ity  o f A la s k a  P r e s s ,  1 9 8 7 ).

Attiifa n a l E y e rienc * in QH & Gas
1. L e o a l a n d  A c c o u n tin g : In a d d itio n  to  e x te n d e d  f ie ld  tr ip s  to  a s s i s t  th e  

A la sk a  D e p a r tm e n t  o f L aw  a n d  its  c o n s u l ta n ts  o n  d i s p u te s  o v e r  p a y m e n ts  to  th e  
s t a te  d e e  fro m  (o r  r e la te d  to )  N o rth  S lo p e  oil p ro d u c tio n  a n d  in c o m e  ta x e s ,  
ro y a ltie s  a n d  p ip e lin e  ta r if fs  w h ile  w o rk in g  fo r th e  S t a t e  o f A la s k a , I fu r th e re d  m y 
p ro fe s s io n a l  tra in in g  in t h e s e  a r e a s  b y  a t te n d in g  th e  fo llo w in g  m e e t in g s  o r  
p ro fe s s io n a l  c o n f e r e n c e s  o f s p e c ia l  n o te :

Oil P ip e lin e  R a te m a k in g  W o rk sh ip , E x e c u tiv e  E n te r p r i s e s ,  Inc. (H o u s to n , 
T e x a s ,  M a y  1 9 8 5 );

S h o r t  C o u r s e  o n  th e  F u n d a m e n ta l s  o f O il a n d  G a s  L a w  a n d  T a x a tio n  , 
S o u th w e s te r n  L e g a l F o u n d a t io n  (D a lla s , T e x a s ,  M a y  1 9 8 8 ) ;

O P E C  M e e tin g  ( o b s e r v e r  fo r S t a t e  o f A la sk a ; V ie n n a , A u s tr ia , N o v e m b e r
1 9 8 8 ) .

2 . E n v iro n m e n ta l:  In 1 9 8 9 1 s p e n t  m o re  th a n  a  m o n th  in  P r in c e  W illiam  
S o u n d  a s s i s t in g  th e  S t a t e  D e p a r tm e n t  o f  E n v iro n m e n ta l C o n s e r v a t io n  in th e  
c le a n u p  o f th e  E x x o n  V a ld e z  oil spill. In a d d itio n  to  f r e q u e n t  fo llo w -u p  v is its  to  
P r in c e  W illiam  S o u n d , I s u b s e q u e n t ly  a t t e n d e d  th e  fo llow ing  m a jo r  c o n f e r e n c e s  
(p a r tia l lis t/;

A rc tic  M a rin e  Oil P o llu tio n  C o n f e r e n c e  (C a lg a ry , A lb e r ta ,  J u n e  1 9 8 9 ; 
a n d  V a n c o u v e r ,  B .C ., J u n e  1 9 9 1 );

In te rn a tio n a l O il Spill C o n f e r e n c e  (P re v e n t io n , B e h a v io r ,  C o n tro l, 
C le a n u p ) ,  A m e ric a n  P e tro le u m  In s titu te , U .S . C o a s t  G u a r d  a n d  U .S . 
E n v iro n m e n ta l P ro te c t io n  A g e n c y  ( S a n  D ie g o , C a lifo rn ia , M a rc h  1 9 9 1 ;

T h ird  A m e ric a n  S o c ie ty  fo r T e s t in g  a n d  M a te r ia ls  (A S T M ) S y m p o s iu m  
o n  E n v iro n m e n ta l T o x ic o lo g y  a n d  R isk  A s s e s s m e n t  —  E x x o n  V a ld e z  oil spill 
(A tlan ta , G e o rg ia ,  M a y  1 9 9 3 ) .

R e f e r e n c e s :  A v a ilab le  o n  R e q u e s t .
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Panels and topics for consideration include:

Energy/Environment Balance
E x t e r n a l i t i e s  i n  p l a n n i n g  a n d  o p e r a t io n  

C o m m a n d  a n d  c o n t r o l  v s .  m a r k e t a b l e  r ig h t s  

S t r u c t u r e  o f  p o l l u t i o n  m a r k e t s  

M i t i g a t i o n  o p t i o n s

Energy Conservation Forecasting 
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by the Division of Legislative Audit helps provide 
that information.

As a guide to all their work, the Division of 
Legislative Audit complies with generally accepted 
auditing standards established by the American 
Institute of Certified Public Accountants and with 
government auditing standards established by the U.S. 
General Accounting Office.

Audits arc performed it the direction of the 
Legislative Budget and Audit Committee. Individual 
legislators or committees can submit requests for 
audits of specific programs or agencies to the 
committee for consideration. Copies of all completed 
audits arc available from the Division of Legislative 
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January 10, 1994

Members of the Legislative Budget 
and Audit Committee:

In accordance with the provisions of Title 24 of the Alaska Statutes, the attached report is 
submitted for your review.

DEPARTMENT OF ENVIRONMENTAL CONSERVATION 
OIL AND HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND

January 10, 1994

Audit Con-ol Number 

18-4463-94

The objective of the audit was to review policy issues relating to the Oil and Hazardous 
Substance Release Response Fund within the Department of Environmental Conservation.

The audit was conducted 1 1 accordance with generally accepted government auditing 
standards. Fieldwork procedures utilized in the course of developing the findings and 
discussion presented in this report are discussed in the O. icctives, Scope, and Methodology 
beginning on page one.
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OBJECTIVES. SCOPE. AND METHODOLOGY

In accordance with Title 24 of the Alaska Statutes and a special request by the Legislative 
Budget and Audit Committee, we conducted a review of policy issues relating to the Oil and 
Hazardous Substance Release Response Fund (Response Fund) administered by the 
Department of Environmental Conservation (DEC).

Objectives

The objective of the review was to gain an understanding of policy issues relating to the 
Response Fund. Specific objectives of the review were to:

1. Review the history of the Response Fund; including the original purposes of the fund, 
the reasons for establishing a per barrel of oil surcharge, and the current purposes 
of the Response Fund.

2. Determine the criteria DEC uses in its decisions to fund certain projects and whether 
the criteria is consistent from project to project.

3. Determine what accounting procedures are currently in place that allow the legislature 
to track where and how Response Funds are being spent.

4. Recommend possible statutory changes that will clarify how Response Fund monies 
should be administered by agencies outside of DEC.

Scope

We focused our examination on the legislative history of the Response Fund, the budgeting 
process for FY 91 through FY 94, and FY 92 and FY 93 expenditures that were related to 
selected projects.

Methodolouv

Our evaluation of policy issues relating to the Response Fund involved review and analysis 
of the following documents:

1. Alaska Statute 45.08, Oil and Hazardous Substance Releases.

2. Information pertaining to 1986\s House Bill 470 which eventually passed as 
Chapter 59, SLA 1986.

ALASKA STATE 1.FGISLATURE -1 -
DIVISION O F LEGISLATIVE AUDIT



3. Information pertaining to 1989’s Senate Bill 247 which eventually passed as 
Chapter 13, SLA 1989.

4. Information pertaining to 1989’s Senate Bill 256 which eventually passed as
Chapter 29, SLA 1989.

5. Information pertaining to 1989’s House Bill 68 which eventually passed as
Chapter 39, SLA 1989.

6. Information pertaining to 1989’s Senate Bill 261 which eventually passed as
Chapter 90, SLA 1989.

7. Information pertaining to 1989’s Senate Bill 260 which eventually passed as
Chapter 112, SLA 1989.

8. Information pertaining to 1989’s Senate Bill 264 which eventually passed as
Chapter 113, SLA 1989.

9. Information pertaining to 199()’s House Bill 566 which eventually passed as
Chapter 190, SLA 1990.

10. Information pertaining to 1990’s House Bill 567 which eventually passed as
Chapter 191, SLA 1990.

11. Information pertaining to 1990’s House Bill 578 which eventually passed as
Chapter 199, SLA 1990.

12. Information pertaining to 1991 's Senate Bill 165 which eventually passed as
Chapter 48, SLA 1991.

13. Information pertaining to 1991 's Senate Bill 25 which eventually passed as
Chapter 83, SLA 1991.

14. Fiscal Years 1991, 1992, 1993, and 1994 budget documents related to the 
Response Fund.

15. Fiscal Years 1991, 1992, and 1993 Reimbursable Services Agreements between DEC 
and other agencies and between divisions within DEC for use of Response Funds.

16. Response Fund Annual Reports for FY 87 through FY 93.

17. DEC Policy Statements on the Response Fund.

18. Attorney General Opinions and memorandums on the Response Fund.

19. Industry contingency plans and corresponding documentation maintained at DEC.
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20. Documents pertaining to DEC spill responses through November 8, 1993.

21. DEC database information and other documentation related to contaminated sites.

22. Oil Spill Commission Final Report.

23. A pamphlet put out by the Prince William Sound Regional Citizens’ Advisory 
Council entitled “ T h e n  a n d  N o w :  C h a n g e s  S i n c e  t h e  E x x o n  V a l d e z  O i l  S p i l l . ”

24. Newspaper coverage regarding the Response Fund and its usage.

Additionally, we interviewed the following:

1. Staff within DEC.

2. Staff within Department of Military and Veterans Affairs.

3. Staff within Division of Legislative Finance.

4. Staff of Office of the Governor, Office of Management and Budget.

5. Staff within Division of Legal Services.

6. Chairman of the former Alaska Oil Spill Commission and current chairman of 
Hazardous Substance Technology Review Council.
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O T H E R  A G E N C I E S

M ilitary a n d  Veterans Affairs (DES)
Response Preparedness & Planning 
Response Depots & Corps 
Hazards Analysis

Transportation a n a  Public Facilities
Oil Response Ferries

Law
Cost Recovery 
Regulations/Guidance

Public Safety
Environmental Crimes 
24-Hour Dispatch

Fish a n d  G a m e
Contingency Plan Reviews

N atura, Resources
Contingency Plan Reviews 

Administration
Telecommunications Installation/Maintenance

S ta te  Em ergency Response Commission 
Citizens' O versight Council

E N V I R O N M E N T A L

C O N S E R V A T I O N

S ta te  Em ergency Response Commission 
Local Em ergency Planning Com m ittees 
H azardous S ubstance  Spill Technology 

Review Council 
C o n tam inated  Sites
G overnm ent P reparedness a n d  Response 
Industry P reparedn ess a n d  Response 
Pollution Prevention 
G eo g ra p h ic  Information Systems

SPILL R E S E R V E  

( E m e r g e n c y  R e s e r v e )

Alaska's O il and  H azardous Substance Release Response Fund
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O R G A N I Z A T I O N  A N D  F U N C T I O N

The 1986 Alaska State Legislature passed House Bill (HB) 470 (Ch 59, SLA 86), a bill relating 
to the release of oil and hazardous substances. This legislation established an Oil and 
Hazardous Substance Release Response Fund (Response Fund) on July I, 1986 with 
appropriations from three different sources totalling $680,666; $158,677 from the balance of 
the Oil Spill Mitigation Account, $221,989 from the balance of the Oil Spill Expense 
Reserve, and a $300,000 FY 87 capital budget appropriation. The facing page illustrates 
flows into and out of the Response Fund.

Between 1986 and 1989, deposits into the Response Fund were made from general fund 
appropriations and from the Oil and Hazardous Substance Release Mitigation Account 
(mitigation account). This account is composed of money recovered from parties responsible 
for oil and hazardous substance spills through cost recovery and fines, penalties, or damages. 
Money in the mitigation account may be appropriated each year to the Response Fund. In 
the past, the legislature has also appropriated money from the mitigation account into the 
storage tank assistance fund and to the Alaska Energy Authority’s program directed at 
upgrading bulk fuel storage systems.

In 1989, the legislature enacted statutes which levied a surcharge of 50 per barrel of taxable 
oil produced from each lease or property in the Stale. The commissioner of the Dcr artment 
of Administration accounts for the money in a separate general fund account, which is 
commonly called the Oil Surcharge Account (surcharge account). As explained on page 13 
in Background Information, the surcharge is subject to suspension and reimposition ! ertain 
criteria arc met. Between FY 87 and FY 94. a total of $109,200,000 has been appnp/ atcd 
lo the Response Fund from the surcharge account and $5,033,600 has been appropriatê  from 
the mitigation account. In addition, the legislature has appropriated in excess of $74,000,000 
from the general fund to the Response Fund through FY 93.

Money left over in the Response Fund after all appropriations have been made to agencies 
for their operating costs has been appropriated to the spill reserve. The spill reserve may be 
accessed by the Department of Environmental Conservation (DEC) only for costs necessary 
to investigate, evaluate, contain, clean up, and take other necessary action to address a 
release or threatened release of oil or a hazardous substance that poses an imminent and 
substantial threat to the public health or welfare, or to the environment. DEC docs not 
budget for “response” to releases of oil or other hazardous substances, so all spill reserve 
expenditures arc unbudgeted response activities.

DEC can only make expenditures out of the Response Fund with specific legislative 
appropriation, except for emergency releases of oil or hazardous substances paid out of the 
spill reserve. Each year the legislature determines what projects and activities will be paid 
for out of the Response Fund. In addition to DEC, twelve slate agencies have been funded 
with monies from the Response Fund. These agencies have been active in contingency plan 
review, state master and regional contingency planning, and working with the State 
Emergency Response Cominiss on.
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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  D i v i s i o n

Within DEC, the primary user of the Response Fund is the Spill Prevention and Response 
Division (SPAR). SPAR was created in July 1991 for the purpose of preventing and 
responding to negative impacts to public health and the environment caused by oil and 
hazardous substance spills. The division administers four programs:

1. The Government Preparedness and Response Program (GPRP) was developed to 
protect public health and the environment by ensuring a planned and safe response 
to releases or threatened releases of oil or hazardous substances. The emphasis of this 
program is on the State’s ability to prevent and respond to spills. The program is 
responsible for facilitating local, regional, and statewide response preparedness. To 
achieve this, GPRP prepares, reviews, and revises state and regional prevention and 
response plans for oil and hazardous discharge. An integral part in the planning 
process is the State Emergency Response Commission (SERC).

GPRP provides staff support to SERC. SERC evolved from the federal Superfund 
Amendments and Rcauthorization Act (1986). This legislation required the State to 
minimize the impact on human health and the environment from oil and hazardous 
substance releases by facilitating local, regional, and statewide response planning. 
SERC was established by executive order in 1987 but did not become operational 
until FY 91.

The commission is comprised of the commissioners or their designees of eight state 
agencies, the adjutant general or his designee, and seven public members appointed 
by the governor. To the extent practicable, public members have expertise in the 
emergency response Field. The main duties of the group are to designate Local 
Emergency Planning Districts, appoint the membership of Local Emergency Planning 
Committees (LEPCs), comment on local emergency plans, proviue technical assistance 
to LEPCs, and receive and process information requests from the public.

2. The Industry Preparedness Program (IPP) focuses on the oil industry’s ability to 
prevent ari respond to releases or threatened releases of oil. StaluL requires the 
industry to submit proof they have both the financial ability and physical ability to 
respond to releases. Their physical ability is demonstrated by a contingency plan 
which must be approved before obtaining a permit to operate. Contingency plan 
requirements apply to oil tank vessels, barges, crude oil pipelines, and onshore and 
offshore oil exploration and production facilities. In addition, oil terminal facilities 
that contain an amount of product specified in statute must have a contingency plan. 
IPP is responsible for reviewing, approving, and testing contingency plans as well as 
ensuring operators meet the financial responsibility requirements set out in statute.

3. The Contaminated Sites Remediation program was created to abate threats to public 
health and the environment posed by sites contaminated by improper disposal or 
discharges of hazardous substances. The number of contaminated sites is large and 
ever increasing. The program attempts to identify and assess contaminated sites aMd
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ascertain their potential threat to public health and the envi-onment. With this 
information, contaminated sites can be prioritized so those sites posing the greatest 
threat are addressed first. The method by which the program addresses a 
contaminated site depends on the identity of the party responsible for the 
contamination. Cooperative agreements are in place with the federal government to 
clean up sites where the federal government is the responsible party. A memorandum 
of agreement exists between several state departments to address those sites where the 
State is the responsible party. For sites where a responsible party is willing to help 
clean up, the program provides oversight. If a site poses a substantial threat and no 
responsible party has been identified or the responsible party is unable or unwilling 
to clean up, the State will take the lead cleanup efforts.

4. The Underground Storage Tank prouram assists owners and operators in meeting 
federal regulations. These regulations require new underground storage tank 
installations to meet national standards and tanks already in operation phase-in to 
meet those standards. Federal law also requires each facility to demonstrate Financial 
responsibility in the event of a spill. In Alaska, a Storage Tank Assistance Fund was 
established which offers grants and loans to owners and operators to test, clean up, 
upgrade, or close their facilities. The Storage Tank Assistance Fund receives monies 
from the mitigation account thereby reducing funding that flows from the mitigation 
account into the Response Fund.

These four programs are developed and managed by the director of SPAR. Program 
managers are centralized in SPAR’s central office and their role is to develop policy and 
provide technical guidance to the four regions of DEC so that programs are implemented in 
an effective and consistent manner across regions.

DEC ha« been divided into Northern Region, Southcentral Region, Southeast Region, and 
Pipelin orridor Region. Regional managers report directly to the commissioner and are 
responsible for making sure SPAR program objectives, as well as other divisions’ program 
objectives, are accomplished. Regional offices assume line authority of district and field 
office staffs. Actual work on contaminated sites, spill response, spill drill and inspections, 
and review of contingency plans is accomplished primarily by district offices with support 
from their region.
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PURPOSES OF THE RESPONSE FUND 
AS 46.08.040
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H o u s e  B il l  470 

|C h  59 . S L A  8 6 1

(4) p r o v id e  m a tc h in g  lu n d s  fo r  p a r tic ip a tio n  in fe d e r a l o i l  

d isch a rge  c le a n u p  a c t iv i t ie s  an d  u n d e r  42 U . S .C ,  9 6 0 l - -9 6 5 7 v : 

(C o m p re h e n s iv e  E n v ir o n m e n ta l R e s p o n s e . C o m p e n s a t io n , 

a n d  L ia b i l i t y  A c t  o f

(5 ) re co ve r  th e  cos ts  lo  the  sta te , a m u n ic ip a lit y ,  o r  a  v i l la g e  o f  a  

co n ta in m en t an d  c le a n u p  re su ltin g  fro m  the  r e le a s e  o r  th e  

th rea tened  re lease  o f  o i l  o r  a  h a za rd o u s  su b stan ce ;

S e n a te  B i l l  261 

[Ch  90 . S L A  8 9 1

(6 ) prepare , r e v ie w ,  an d  re v i ;e

( A )  the  s ta te 's  m aster o i l a n d  h a za rd o u s  su b stan ce  d isch n rg c  

p r e ve n tio n  and  c o n t in g e n c y  p la n  re q u ite d  b y

A S  46.04.201); a n d  M
(B ). a  reg io n a l m aster o i l  ;u id  h a za rd ou s  s u b s ta n ce  d is c h a rg e  

p r e ve n t io n  and  c o n t in g e n c y  p la n  req u ired  b y

A S  46 .04.210: a v !

(7 ) restore th e  e n v ir o n m e n t b y  a d d re s s in g  th e  e f fe c ts  o f  a n  o i l  o r  

h a z tu d o u s  su b stan ce  re lease .

H o u s e  B i l l  566 

[Ch 190, S L A  9 0 1

(b ) W h e n  the g o ve rn o r  d e c lin e s  a  d isa ster  re la ted  to  a n  o i l  o r ; ;* ■-. **. *v * * ■
h n z in d o u s  substance  d isch a rg e  e m e rg e n c y  u nder A 2  26 ;234)20 '<.);- \  

th e  g o ve rn o r  m a y . du r ing  th e  e f fe c t iv e  p e r io d  o f  th e  d isaster 

e m e rg e n c y , u se  m o n e y  fro m  the  fu n d  to  respon d  to  th e  d isa s te r  

e m e rg e n c y .

(c )  N o tw ith s ta n d in g  o th e r  p ro v is io n s  o f  th is  s e c tio n , m o n e y  fr o m  th e  

fu n d  m a y  not be  u sed  fo r a  p  irp o se  s p e c if ie d  in  (a )(2 )— (7 ) a n d  

(d )(2 ) o f  th is  s e c tio n  un less  m o n e y  is  a v a i la b le  fr o m  a n  • 

a pp ro p r ia tion  m a d e  s p e c if ic a l ly  to r  tha t pu rpose .

H o u s e  B i l l  578 

[Ch  199, S L A  9 0 1

(d ) U p o n  request fro m

(1) the A la s k a  L e g is la t iv e  C o u n c il,  th e  c o m m is s io n e r  s h a ll u se  

m o n e y  from  d ie  fu n d  to  re im b u rse  the  A la s k a  L e g is la t iv e  

C o u n c i l  fo r e x p e n d itu re s  that it m a k e s  fo r  the  o p e ra tio n  o f  th e  

C i t i z e n s ' O v e r s ig h t  C o u n c i l  o n  O i l  a n d  O th e r  H a za rd o u s  

S  ib s tan ces . e s ta b lish ed  u nder A S  24 .20 .600; a n d  ~ .

S e n a te  B i l l  165 

[Ch 48 , S L A  9 1 1

(2) the  c o m m is s io n e r  o f  tran spo rta tion  a n d  p u b lic  fa c i li t ie s ,  th e  

c o m m is s io n e r  s h a ll trans fer m o n e y  fro m  the  fu n d  to  th e  

D ep a r tm en t o f  T ra n sp o r ta t io n  an d  P u b lic  F a c i l i t ie s  to  p a y  fo r  

the  co n s tru c tio n  o r  re fu rb ish m en t o f  o n e  o r  m o re  v e s s e ls  o f  

the  A la s k a  m a r in e  h ig h w a y  s y s te m  tha t h a ve  th e  c a p a b i l i t y  to  

assist in  re sp o n d in g  lo  s p ills  o f  o i l  a n d  h a za rd ou s  substances ; 

in  e x p e n d in g  m o n e y  in  the fu n d  w h o s e  use fo r  v e s s e ls  o f  the  

m a r in e  h ig h w a y  s ys tem  is a u th o r ize d  b y  A S  19.65,025 a n d  

th is  paragraph , th e  c o m m is s io n e r  s h a ll g iv e  p r io r ity  to  y  

c o i l  u n c tio n  o f  o n e  o r  m o re  n e w  v e s s e ls  tha t h a v e  th e  

ch a rac te r is tic s  requ ired  b y  th is  paragraph .
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B A C K G R O U N D  I N F O R M A T I O N

The Response Fund was established with the passage of House Bill 470 in 1986 [Ch 59, 
SLA 861 by  the legislature and the governor signing the bill into law. The bill, which was 
sponsored by Representative Mike Davis, created the Response Fund in the state general 
fund. The legislature set out their reason for establishing the Response Fund in the Purpose, 
AS 46.08.005. In that stated purpose, they declared the release of oil or hazardous 
substances presents a substantial threat to public health, to the environment, and to the 
economy of the State. The Response Fund was to provide a readily available fund for the 
payment of expenses incurred by DEC in protecting the environment from o: and hazardous 
substances releases.

Original uses of the Response Fund

The commissioner of DEC was named the Response Fund administrator and was authorized 
to use the fund for three distinct purposes:

1. Contain and clean up, which includes monitoring, assessing, investigating, and 
evaluating, the release or threatened release of oil or a hazardous substance that poses 
an imminent and substantial threat to the public health or welfare, or to the 
environment.

2. Provide matching funds for participation in federal oil discharge cleanup activities.

3. Recover the cost to the State or to a municipality of a containment and cleanup 
resulting from the release or threatened release of oil or a hazardous substance.

Alaska Statute 46.08.010 specifically disallowed using the fund for capital improvements.1 
During meetings of the House Special Committee on Oil and Gas, the commissioner of DEC 
explained that he did not want the fund to be viewed only as a means to deal with future 
spills, but also " t o  i n v e s t i g a t e  a n d  d e a l  w i t h  s i t e s  w h e r e  p o o r  m a n a g e m e n t  o f  w a s t e  d i s p o s a l  
m a y  h a v e  o c c u r r e d  i n  t h e  p a s t . ”

Original methods to finance the Response Fund

The legislature could appropriate money received from federal, state, or other sources into 
the Response Fund. Money recovered from parties responsible for the containment and 
cleanup at a specific site and fines, penalties, or damages recovered because of an oil or 
hazardous release would be deposited in the general fund into a special account called the 
mitigation account. The legislature could annually appropriate to the Response Fund a sum

'“Capital improvement" is defined in AS 46.08 lo mean "construction, renovation, repair of, and improvement 
to. a building, but does not include oilier improvements to real property, such as construction of a dike or retaining 
w all."
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equal to the amount received in the mitigation account during the calendar year preceding 
that legislative session.

Legislature reacts to E x x o n  V a l d e z  grounding

No new legislation was introduced or passed regarding the Response Fund between June 1, 
1986, the effective date of the original legislation, and March 24, 1989 when the E x x o n  
V a l d e z  hit Bligh Reef in Prince William Sound. After that incident, six bills were enacted 
in 1989 that affected the Response Fund. The curren' purposes of the fund with annotation 
of the bill and date of each section change can be fot; i on pages 8 and 9. Senate Bill 247 
[Ch 13, SLA 891 went into effect just 20 days after the E . u  >n V a l d e z  oil spill and was to cover 
expenditures necessitated by the state response. The legislature appropriated $20 million to 
the Response Fund, of which $10 million came from the genial fund and $10 million came 
from general fund program receipts, which were to be reimbursement of cleanup costs from 
Exxon.

Senate Bill (SB) 256 |Cli 29 ,SL A 89|, while being approved by the governor on May 11, 1989, 
was made retroactive so that the effective date was March 24, the day of the grounding. The 
bill amended AS 46.08.070 so cost recovery had to be immediately sought by DEC for 
money expended to contain or clean up oil or a hazardous substance. Previously the statute 
had allowed DEC to seek cost recovery, but did not require the department to do so. Senate 
Bill 256 also permitted DEC to reimburse a municipality for actual expenses incurred in the 
abatement of a release if the municipality entered into an agreement with DEC.2

House Bill 68 |CI> 39, SLA 89|, which had an effective date of May 13, 1989, provided for 
strict liability for the release of a hazardous substance. A new section was added to 
AS 46.08 to allow the State to place a lien for expenditures by the State from the Response 
Fund against all property owned by a person who is determined by the commissioner to be 
liable for the expenditures.

The authorized uses of the fund were expanded with the passage and signing into law Senate 
Bills 261 [Cli 90. S L \  891 and 264 (Ch 113. SLA 891. From testimony at public hearings, it was 
apparent that residents of the Slate did not trust the oil industry to live up to their 
responsibilities identified in contingency plans. Residents discussed the need for oil facilities 
to be inspected and for unannounced drills to test industry’s ability to implement their 
contingency plans. Residents also expressed that DEC needed to be adequately fijnded to 
upgrade monitoring and response efforts. Many residents voiced support for the oil industry 
to be held strictly liable for their spills, but at the same time have an independent state 
response capability. The two senate bills recognized this concern by containing identical 
Findings and Purpose, which included. “t h e  M a r c h  24, I 9 S 9 ,  o i l  s p i l l  d i s a s t e r  i n  t h e  P r i n c e  
W i l l i a m  S o u n d  d e m o n s t r a t e s  a  n e e d  f o r  t h e  s t a t e  t o  h a v e  a n  i n d e p e n d e n t  s p i l l  c o n t a i n m e n t  
a n d  c l e a n u p  c a p a b i l i t y . ”

:Prior to the statute amendment, the municipality could only he reimbursed if the agreement had been entered 
into before the expenses were incurred.
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Senate Bill 261 added a state master plan and regional master plans to the duties of DEC. 
The State Master Plan, which was to be addressed in AS 46.04.200, included requiring or 
scheduling unannounced oil spill drills to test the sufficiency of an oil terminal fac' :y 
discharge prevention and contingency plan. The preparation, review, and revision o ie 
state master plan and regional master plans were added as the fourth authorized use o ie 
lund. In addition, the first use of the fund was amended to include investigate and eva .te 
as well as the contain and clean up previously allowed. A fifth purpose allowed the 
Response Fund to be used to restore the environment by addressing the effects of an oil or 
hazardous substance release.

Senate Bill 264 established an oil and hazardous substance response office in DEC. That 
office was authorized to establish emergency response depots, which would be staffed and 
equipped in areas of the state determined to be potential sites of releases of oil or hazardous 
substances. The response office was authorized to establish response corps, which were to 
be in the Department of Military and Veterans’ Affairs (DMVA), Divis on of Emergency 
Services (DES). The corps would consist of volunteers who register with the office and are 
trained by the office in techniques for containment and cleanup. The costs for the response 
office, depots, and corps were included as a purpose of the Response Fund.

Imposition of a 5g per barrel conservation surcharge

The passage of SB 260 (Ch 112. SLA 89], which was sponsored by Senator Jalmar Kerttula and 
co-sponsored by Senator Mike Szymanski, levied a 5c j'er barrel surcharge on crude oil. The 
sponsor statement dated April 11, 1989 said the intent of the legislation was that revenues 
from this additional tax would provide a continuing source of funding for the Response 
Fund. This would ensure that adequate funds are available to meet the State’s responsibility 
for oil spill clean up.

Since the legislature cannot dedicate revenues in any piece of legislation without a 
constitutional amendment, a clause was included in SB 260 to encourage the appropriation 
of the surcharge from the surcharge account into the Response Fund. If the legislature docs 
not appropriate the balance of the surcharge account lo the Response Fund or if the governor 
vetoes or reduces the appropriation of the surcharge account to the Respo i.se Fund, the 
surcharge would not be imposed that fiscal year.

The surcharge would also be suspended by the commissioner of the Department of Revenue 
if the commissioner of the Department of Administration reported that the difference between 
the cumulative total of surcharge money appropriated to the Response Fund equals or 
exceeds the amount expended by the fund by $50 million. If the surcharge had been 
suspended, it could be reimposed if the commissioner of the Department of Administration 
reports that the difference is less than $50 million.

During committee meetings regarding SB 260, discussion was held as to how long the 
imposition was likely to remain in effect based on expenditures from the Response Fund. 
One senator pointed out that 13 oil spill related pieces of legislation were currently pending 
and passage of them all would create more expenditures from the Response Fund than had
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occurred so far. A member of legislative counsel agreed that there would be an unlimited 
draw from the Response Fund, but the sponsor of the legislation said the draw could not be 
unlimited. Expenditures from the Response Fund were limited by what revenues were 
produced by the 5<£ per barrel. Legislative counsel explained that, “ t h r o u g h  l e g i s l a t i o n  a n d  
s t a t u t e s ,  t h e  l e g i s l a t u r e  e s t a b l i s h e s  t h e  p u r p o s e s  f o r  w h i c h  t h e  f u n d  c a n  b e  u s e d . "  In the 
Findings and Purpose of the enacted piece of legislation, the legislature explained their 
purpose by stating:

( a )  T h e  l e g i s l a t u r e  f i n d s  t h a t  t h e  M a r c h  2 4 ,  1 9 8 9 ,  o i l  s p i l l  d i s a s t e r  i n  
p r i n c e  W i l l i a m  S o u n d  d e m o n s t r a t e s  a  n e e d  f o r  t h e  s t a t e  t o  h a v e  a n  
i n d e p e n d e n t  s p i l l  c o n t a i n m e n t  a n d  c l e a n u p  c a p a b i l i t y  i n  t h e  e v e n t  o f  f u t u r e  
d i s c h a r g e s  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 .

( b )  I t  i s  t h e  p u r p o s e  o f  t h i s  A c t  t o  p r o v i d e  a s s u r a n c e  t o  t h e  p e o p l e  o f  t h e  
s l a t e  t h a t  t h e i r  h e a l t h ,  s a f e t y ,  a n d  w e l l - b e i n g  w i l l  h e  p r o t e c t e d  f r o m  t h e  
a d v e r s e  c o n s e q u e n c e s  o f  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 s  o f  a  m a g n i t u d e  
t h a t  p r e s e n t s  a  g r a v e  a n d  s u b s t a n t i a l  t h r e a t  t o  t h e  e c o n o m y  a n d  t h e  
e n v i r o n m e n t  o f  t h e  s t a t e .

Uses of Response Fund continue to expand

House Bill 567 (Ch 191, SLA 9()| extended the number of the purposes of the fund which were 
to review oil discharge prevention and contingency plans; to conduct training, response 
exercises, inspections, and tests in order to verify state, municipality, and industry 
preparedness; and to verify or establish proof of financial responsibility. The bill also 
clarified DEC’s reporting requirements on the Response Fund to include describing each 
personal services position and total compensation for the position, each contract in excess 
of $20,000, and each purchase in excess of $ 10,000.3

House Bill 566 |Cb 190, SLA 90] established SERC in DEC. The oil and hazardous substance 
response office in DEC established by Senate Bill 264 would serve as staff for SERC. 
SERC was to designate boundaries of local emergency planning districts and establish local 
emergency planning committees. SERC was to review and approve local, regional, and state 
plans for hazardous substance discharge response.

'House Bill 470 had required ihe commissioner of DEC to submit an annual report to the legislature. The 
report had to include the amount of money expended from the fund in the preceding fiscal year, the amount and 
source of money received, a summary of municipal participation in responses paid by the fund, a detailed summary 
of department activities paid by the fund, and the projected cost for the next fiscal year of monitoring sites oil spill 
or hazardous waste sites. The report also had to include a summary of contaminated sites, the threat these sites 
represented to public health or the environment, and the cost and action needed to clean the.e sites.
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A Hazardous Substance Spill Technology Review Council,'' which was to review and 
recommend research topics to DEC, was created under SERC. The bill clarified that the 
Response Fund was to pay expenses incurred by DMVA, DES for response corps and depots 
when presented with appropriate documentation by the division. This bill allowed the 
Response Fund to be used for response to a declared disaster emergency related lo an oil or 
hazardous substance discharge.

House Bill 578 [C h  199, S L A  901 created a Citizens' Oversight Council cn Oil and Other 
Hazardous Substances in the legislature (oversight council). The oversight council would 
request money from the Alaska Legislative Council, which in tum would seek reimbursement 
from the Response Fund. The oversight council would determine whether state and federal 
agencies were fulfilling their responsibilities for the prevention and response to oil and 
hazardous releases. The oversight council was to file an annual report with the legislature 
and governor and make policy recommendations to prevent releases.

Senate Bill 25 [C h  83. S L A  911 amend. ! the authorized uses of the Response Fund to include 
making grants to a municipality or village that is affected by a release involving 
extraordinary expenditures that are beyond the reasonable capability of the municipality or 
village to meet from current revenue sources. Senate Bill 165 [C h  48. S L A  9i| allowed the 
Response Fund to be used ;o construct or refurbish one or more ferries so the ferries would 
have the capability to assist in responding to oil or hazardous substance spills.

Legislature plays active role in shaping purpose of Find

In addition to expanding the purpose of the Response Fund through statutory amendments, 
the legislature has taken an active role in shaping the purpose of the fund by appropriating 
on a preset specific basis. In FY 93 over $50 million was appropriated from the Response 
Fund. The legislature was specific in the purpose of the appropriations by allocating each 
appropriation to individual projects. On several occasions, the legislative was detailed to the 
point of listing a specific project’s purpose and location. For example the appropriation for 
the Nearshore Demonstration Project reads:

T h e  s u m  o f  $ 1 , 2 0 0 , 0 0 0  i s  a p p r o p r i a t e d  f r o m  t h e  o i l  a n d  h a z a r d o u s  s u h 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 S  4 6 . 0 8 . 0 1 0 )  t o  t h e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  
C o n s e r v a t i o n ,  d i v i s i o n  o f  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 ,  f o r  f i s c a l  y e a r  1 9 9 3 ,  

f o r  n e a r s h o r e  s t r i k e  t e a m  d e m o n s t r a t i o n  p r o j e c t s  a l o n g  t h e  G u l f  o f  A l a s k a  
c o a s t  a n d  i n  s o u t h e a s t  A l a s k a  t h a t  a r e  d e v e l o p e d  i n  c o n s u l t a t i o n  w i t h  t h e  
d i v i s i o n  o f  e m e r g e n c y  s e r v i c e s  a n d  t h e  r e g i o 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 s  i n  
t h e  a f f e c t e d  r e g i o n .

The legislature has chosen to supplant general fund appropriations with Response Funds. 
They have done so when services previously funded out of the general fund qualified for

JT he D iv is io n  o f  L e g is la t iv e  A u d it co n du c te d  a Sunse t A u d it on the D epartm ent o f  E n v iro nm en ta l C on se rva tio n , 
H aza rdou s S ub stan ce  S p il l T e chn o lo g y  R e v iew  C o un c il, d a te d  N ovem be r 29, 1993.

ALASKA STATE LLGIStATUKK - 1 5 - DIV1SION O F LEGIStATIVH AUDIT



Response Funding. For example in FY 93, the legislature changed the funding source for 
over $950,000 in SPAR management costs from the general fund to the Response Fund. In 
addition, when DEC requested capital appropriations to clean up contaminated sites where 
the State was the responsible party, the legislature changed the funding source to the 
Response Fund from the general fund.

Various budgeting procedures used to track Response Fund expenditures

In FY 91, direct appropriations from the Response Fund were made to other agencies. This 
made it very difficult for DEC, as fund administrator, to manage expenditures. In an attempt 
to give DEC greater control and responsibility for activities supported by the Response Fund, 
especially those of other agencies, the legislature put the entire Response Fund appropriation 
into the front section of the FY 92 budget bill [Ch 73, SLA 91). This had the effect of greatly 
increasing the complexity of accounting for Response Fund expenditures. To gain access
to the Response Fund appropriation, DEC was forced to use intra-agency reimbursable
services agreements (RSAs) between itself and the Response Fund. DEC would then fund 
approved projects from other agencies such as DMVA and the Department of Fish and Game 
(DFG) via inter-entity RSAs. This created a chain of interlocking RSAs which made it very 
difficult to track expenditures related to the Response Fund.

Different budget processes were used in FY 93 and FY 94

DEC took a more effective role in the management of the Response Fund in FY 93 and 
FY 94. For FY 93, DEC notified other agencies that they must file a formal request for any 
activities they wanted funding with Response Funds. This procedure improved coordination, 
but was untimely. By the time agency requests had been received, reviewed by DEC, and 
forwarded to the Office of the Governor, Office of Management and Budget (OMB) with 
DEC’s recommendation; the Stale's budget had essentially already been submitted.

DEC followed the same interagency process for the FY 94 budget, but the memorandums 
were submitted to the other agencies in a timely manner. DEC reviewed the requests based 
on the anticipated statutory requirements those agencies needed to fulfill. DEC submitted 
to OMB a list of allocations of Response Funds DEC recommended for approval. OMB has 
the final approval authority in making recommendations to the governor's budget.

Except for two notable appropriations,5 there were no direct operating appropriations to 
agencies other than DEC in FY 93. However, direct capital appropriations were made to 
other agencies for cleanup of contaminated sites. In FY 94, no “ front section” appropriations 
were made to DEC except for the transfer from the oil surcharge and mitigation accounts lo 
the Response Fund. The SPAR division is the direct recipient of the funds. SPAR is 
tv ;ponsiblc lor RSAs between DEC and other agencies.

'T h e  ivvo FY  93 app rop ria tion s m ade to ag en c ie s  o the r than D FC  w e re , $7,500,000 app rop ria ted  lo  the A la sk a  
M arin e  H ig hw a y  F e rry  R ep lacem en t F und  and $237,300 app rop ria ted  to the L e g is la t iv e  C o u n c il fo r the C it iz e n s ’ 
O ve rs ig h t C o u n c il on O il and O ther H aza rdou s S ub stan ce s.
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Reimbursable Services Agreements extensively used for Response Funds expenditures

DEC entered into 16 RSAs with other agencies in FY 92 and entered into 17 RSAs with 
other agencies in FY 93 where the primary funding source was the Response Fund. In 
addition, DEC had 17 internal RSAs betweer its own divisions in FY 92 and 16 internal 
RSAs in FY 93. Response Fund expenditures on both internal and external RSAs combined 
totalled almost $16 million in FY 92. In FY 93, there were over $6 million in Response 
Fund RSA expenditures related to FY 92 RSAs and over $8 million on FY 93 RSAs.

Agencies provide minimal supporting information to DEC for their RSA expenditures when 
requesting reimbursement from the Response Fund. Generally the supporting summary of 
accounting information provides limited detail of the agencies’ activity, especially those 
related to personal services. DEC requires copies of invoices for purchases exceeding 
specified dollar amounts. Many of the Response Fund RSAs require quarterly reports be 
submitted to DEC project managers. Examples of individual external FY 92 and FY 93 
RSAs arc included in Table D of this report.
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R E P O R T  C O N C L U S I O N S

As explained on page 13 of Background Information, SB 260, which established the 50 per 
barrel surcharge on taxable oil produced, indicated the purpose of the surcharge was for the 
" s t a t e  t o  h a v e  a n  i n d e p e n d e n t  s p i l l  c o n t a i n m e n t  a n d  c l e a n u p  c a p a b i l i t y  i n  t h e  e v e n t  o f  f u t u r e  
d i s c h a r g e s  [ e m p h a s i s  a d d e d ]  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 . "  Under the provisions of the 
bill, the revenue generated by the surcharge was to be appropriated to the Response Fund.

The Response Fund had already been used to address cleanup ol existing contaminated sites. 
This resulted in a situation whereby the major funding source of the Response Fund had the 
more narrow focus of being used for future discharges. But the activities ol the Response 
Fund itself were broader, in that they addressed the results of historical oil and hazardous 
substance spills, i.e., contaminated sites.6

Members of the oil and gas industry have expressed dismay at how the expanded uses of the 
fund, particularly as it is being used to cleanup existing contaminated sites, does not meet 
their understanding of the reason for the surcharge. There are claims that “t h e r e  h a v e  b e e n  
a b u s e s  t o  t h e  o i l  s p i l l  f u n d  s i n c e  i t  w a s  e s t a b l i s h e d  i n  1 9 8 9 S ' 1 Such arguments appear to 
us to be based on the emphasis on future discharges that was placed on the 1989 imposition 
of the surcharge. As quoted above, this emphasis was part of the Findings and Purpose of 
Senate Bill 260. The Findings and Purpose does not carry the degree of authority that an 
enacted statute does.

Therefore AS 46.08.040, Purposes of the Fund, is the overriding authority on appropriate 
uses of the fund. At payment date, the surcharge becomes an unrestricted revenue to the 
State, albeit from a specified source. It is the prerogative of the legislature to determine the 
best use of the State’s unrestricted revenues. Specific cleanup activities cited by an oil and 
gas industry group as being inappropriate uses of the Response Fund include “c l e a n i n g  u p  
s t a t e  c a m p g r o u n d s ,  s t a t e  a i r p o r t s ,  r e s p o n d i n g  t o  c h l o r i n e  l e a k s  a n d  b u y i n g  n e w  f e r r i e s  ”  
All of these specific projects are appropriate uses of the Response Fund; the first two 
involved cleanup of contaminated sites; the third project is a response to a hazardous 
substance spill; and the fourth item is a specific allowed use of the fund under expanded 
legislation. However, the dichotomy between the purposes of the fund and the purpose of

P u r p o s e s  o f  t h e  R e s p o n s e  F u n d  p r e v a i l  o v e r  c o n t r a d i c t o r y  p u r p o s e  o f  m a j o r  l a n d i n g  s o u r c e

hIn 1986 during committee meetings regarding the bill originating the Response Fund, the commissioner of DEC 
had made it dear he intended cleanup activities from the Response Fund to address both current and past spill 
activity. The final legislation was silent as to what lime period would be used to determine cleanup activities. In 
addition, the purposes of the Response Fund were expanded in 1989 and have continued to expand since that time.

7Quote came from an article entitled “AOGA supports bill to fix the oil-spill-response fund,” which was 
published in the Forum/Letters section of the Anchorage Daily News on November 27, 1993. The letter was written 
by Ardie Gray, who is the public affairs manager of the Alaska Oil and Gas Association.
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the major funding source has created a continuing controversy about the appropriateness of 
how the fund is being used.

Current spill reserve balance is close to DEC uoal for adequate response

As of the end of FY 93, the unreserved balance of the spill reserve was $27,084,100. In a 
draft report, DEC stated the spill reserve had two primary purposes. One was to address 
costs faced by communities, municipalities, and villages in responding to a major spill 
incident. The second purpose would be to cover state costs. DEC has a goal of depositing 
and maintaining $30 million in spill reserve for these two purposes; $10 million for 
communities, municipalities, and villages; and, $20 million for the State.

Alaska Statute 29.60.510 states in part that the commissioner of the Department of 
Community and Regional Affairs “may n o t  e x p e n d  n o t  m o r e  t h a n  $ J 0 , 0 0 0 , 0 0 0  o f  t h e  b a l a n c e  
o f  t h e  f u n d  t h a t  i s  a p p r o p r i a t e d  t o  t h e  s p i l l  r e s e r v e  o r  o f  t h e  u n r e s t r i c t e d  b a l a n c e  o f  t h e  f u n d  

f o r  g r a n t s  a u t h o r i z e d  u n d e r  t h i s  s e c t i o n .  ..” The other $20 million in the spill reserve may 
be accessed by DEC.

Allowed uses include costs necessary to investigate, evaluate, contain, clean up, and take 
other necessary action, to address a release or threatened release of oil or a hazardous 
substance. Such release or threatened release must pose an imminent and substantial threat 
to the public health or welfare, or to the environment. One reason for having the spill 
reserve is for an immediate source of start-up cash in the event of a catastrophic spill. It is 
estimated that $50 million would last about 10 days in a spill the magnitude of E x x o n  
V a l d e z .

Spill reserve balance and the 50 surcharge suspension formula are unrelated

As discussed above, the State had over $27 million set aside in the spill reserve to respond 
to future spills as of the end of FY 93. The calculation for determining the suspension of 
the 50 surcharge had a deficit balance of over $8.5 million as of the same time. It should 
be recognized that there is a difference between the spill reserve balance and the surcharge 
suspension balance. The difference between these two is based on the revenues that go into 
calculating each balance. The facing page illustrates the difference between the suspension 
calculation and the balance of the Response Fund.

The $27 million set aside to respond to spills includes all revenue sources, i.e., fines, 
penalties, damages, surcharge revenues, and additional general fund appropriations. While 
the suspension calculation only considers surcharge revenues. Both the spill reserve and 
suspension calculation consider cumulative expenditures.

DEC lacks authority and capability of monitoring other auencies Response Fund expenditures

Although DEC is the administrator of the Response Fund, the department lacks the authority 
to control the spending of other agencies. Further, DEC does not have the personnel to
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monitor or audit the appropriateness of other agencies’ expenditures. Other agencies have 
had access to the Response Fund through the use of RSAs. According to Alaska 
Administrative Manual 40.060, an RSA is an inter-entity transfer where one agency is 
reimbursed for costs associated with services provided to another agency. As administrator 
of the Response Fund, DEC has been forced to enter into RSAs for which the agency has 
limited inherent interest or expertise. In some cases, the RSA represents a project or budget 
request for which DEC did not originally endorse or support the other agency’s request for 
access to the Response Fund.

DEC has made it a standard practice on all RSAs with other agencies to require five pieces 
of information. This information is required in order for DEC to fulfill its annual reporting 
requirements to the legislature. DEC requires the servicing agency to provide:

1. a listing of each position control number (PCN) with title and the amount
compensated the position;

2. copies of all contracts in excess of $20,000 and all subsequent amendments, and 
copies of all RSAs with the University of Alaska in excess of $20,000 and all 
subsequent amendments;

3. documentation of each purchase in excess of $10,000;

4. the amount paid to each municipality, community, or village; and

5. RSAs to other state agencies funded by the RSA must also report the information
requested in items 1 through 4.

Many of the Response Fund RS\s require quarterly reports be submitted to DEC project 
managers. The reports are generally submitted; however, the extent of information varies 
between servicing agencies.

DEC has spent an inordinate amount of time trying to monitor RSAs with other agencies. 
DEC’s experience has been, in a practical sense, the department has no power to monitor the 
expenditures or deny a request for funds from other agencies. An example of the lack of 
power, is provided for by an FY 92 reimbursement request: the Department of Fish and 
Game (DFG) came to DEC and wanted reimbursement for expenditures that DFG could not 
support; DEC initially refused reimbursement; but because the only alternative left to DFG 
would be to request a supplemental appropriation. DEC staff was directed to pay the RSA 
reimbursement request.

Criteria for allocating; resources within SPAR varies bv program

The only Response Fund expenditures that DEC has direct control over are the expenditures 
actually made by the department, the majority of which occur in the SPAR division. The 
criteria used by SPAR in determining which projects will be undertaken varies between 
programs. SPAR can exercise discretion when allocating resources for the following
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services: spill response, reviewing and testing contingency plans, and contaminated site
cleanup.

1. Response depends on the risk posed bv a spill: The Government Preparedness and 
Response Program within SPAR is charged with responding to spills that pose an 
imminent and substantial threat to public health or the environment. No preset policy 
exists as to which spills will be responded to in a region. Determining if a spill poses 
an imminent and substantial threat is a subjective process. Every region and district 
has taken into consideration a myriad of factors and developed its own method for 
deciding whether a spill warrants a response. Common criteria for response among 
regions include proximity of a spill to populations and water source, size of spill, and 
type of spill. The level of response can vary from responding via telephone, to 
monitoring the cleanup, to taking the lead in response through a contractor.

2. Progress in reviewing contingency plans has lagged behind agencv projections: As 
d'scussed in Background Information, the E x x o n  V a l d e z  oil spill caused major 
revisions to the statutes that set forth requirements for oil discharge prevention and 
contingency planning. As a result of the new statutes, SPAR’s IPP was required to 
draft new regulations. These regulations forced affected operators to either prepare 
contingency plans or make amendments to their existing plans. The new regulations 
also created the need for technical assistance to be provided to those operators who 
were either drafting amended, or developing new. contingency plans. IPP has focused 
their resources on drafting new regulations, providing technical assistance to operators 
and reviewing contingency plans.

As a result of the new regulations which became effective in August 1992, a large 
number of new and amended plans were submitted to IPP. To cope with the influx 
of plans requiring review, regulations provided for a transitional period. During this 
period, IPP was permitted to review the plans in a predetermined order of priority.

Review of contingency plans has fallen behind agency projections. Almost 
200 contingency plans required approval by IPP. Most of the submissions requiring 
approval arc amendments to existing plans that were previously approved under the 
old regulations. These plans continue to be considered approved until plan 
amendments that incorporate the new regulations have been reviewed. Of the almost 
200 plans, only 30 have been approved under the new regulations as of December 9, 
1993. However, many plans are in the final stages of review and, according to DEC 
staff, most should be approved by the end of 1994.

A successful oil spill prevention program is composed of interrelated parts. The 
success of IPP is dependent on the combined strength of its facility inspections, oil 
spill drills, contingency plans, and financial responsibility sections.

Contingency plans must be tested and facilities inspected to provide assurance that 
personnel are being trained and that equipment and resources are available and can 
be mobilized quickly. To help speed up its contingency plan review process, IPP has
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shifted resources away from performing 
oil spill drills and facility inspections.

As a result, most of IPP drill activity 
has been limited to oversight of 
industry-initiated drills and fewer 
inspections have been performed. Once 
the review process has advanced to a 
point where the program is reviewing 
contingency plans on a regular rotational 
basis, SPAR plans to shift its IPP 
resources back to testing contingency 
plans through department-initiated drills 
and inspections.

Priority for contaminated sites perceived 
differently: One of the major purposes 
of the Contaminated Sites Remediation 
Program is to determine the priority (see 
sidebar to the right for a discussion on 
the Hazard Ranking Model, which is 
used to prioritize sites) in which sites 
should be addressed. This is necessary 
so that resources can be allocated in 
such a way that the sites which 
represent the greatest risk to the public 
and the environment are addressed first — regardless of ownership.

Although central office presents prioritization as one of the program’s main emphases, 
a statewide list of all contaminated sites in priority order does not exist. Instead, 
resources are allocated based on the identity of a responsible party, their willingness 
and capacity to clean up, site priority when known, and the amount of public interest 
in a site.

As discussed in Organization and Function, SPAR’s central office is responsible for 
developing policy and providing technical assistance to regions and districts. Work 
on contaminated sites is accomplished at the district level with support from their 
region. Most of staff time at the district level is spent providing oversight to 
responsible parties who are willing to perform cleanup.

The logic behind addressing willing responsible parties (RPs) is simple. Helping 
willing RPs is efficient in that more sites are cleaned up by oversight than by working 
with uncooperative RPs or by taking state lead in cleanup. The other motivation 
behind helping RPs is a socioeconomic concern. RPs are often stimulated to clean 
up their site because a real estate, construction, or some other financial transaction is 
involved. In the past when DEC staff explained they did not have time to monitor

H a z a r d  R a n k i n g  M o d e l

T h e  H a z a r d  R a n k i n g  M o d e l  is  t h e  

p r i m a r y  t o o l  a v a i l a b l e  t o  t h e  

C o n t a m in a t e d  S i t e  R e m e d i a t i o n  P r o g r a m  

to  d e t e r m in e  c a s e lo a d  p r i o r i t i e s .  T h e  

h a z a r d  r a n k in g  m o d e l  is  a n  e x p o s u r e  

m o d e l  t h a t  u s e s  fa c to r s  s u c h  a s  t h e  l e v e l  

o f  t o x i c i t y ,  e x p o s u r e  t o  g r o u n d  o r  s u r fa c e  

w a t e r ,  a n d  p o p u l a t i o n  d e n s i t y  to  

d e t e r m in e  a  s i t e 's  r e la t i v e  p r i o r i t y .  T h e  

m o d e l  p r o v i d e s  f o r  u n k n o w n s ,  : a l l o w i n g  

s i te s  to  b e  r a n k e d  w h e n  i n f o r m a t i o n  Is  

m is s in g .  T h e  r a n k i n g  s c o r e s  c o m p o s e  a n  

i n d e x  o f  r e la t i v e  th r e a t  p o s e d  b y  t h e  

c o n t a m in a t e d  s i t e s  to  p u b l i c  h e a l t h  a n d  

t h e  e n v i r o n m e n t .

D E C  p e r s o n n e l  d o  n o t  c o n s id e r  t h e  h a z a r d  

r a n k in g  s c o r e  a n  a b s o lu t e  i n d i c a t o r  o f  

p r i o r i t y  b e c a u s e  r a n k i n g  s c o r e s  c a n  b e  

s k e w e d  b y  f a c t o r i n g  i n  u n k n o w n s  a n d  

b e c a u s e  t h e  m o d e l  d o e s  n o t  t a k e  in t o  

c o n s id e r a t io n  c e r ta in  e l e m e n t s . ' I n  

p r a c t ic e ,  t h e  r a n k in g  s c o re  is  c o n s id e r e d  

o n e  o f  m a n y  in d ic a t o r s  w h e n  d e t e r m i n i n g  

c a s e lo a d  p r io r i t i e s .
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cleanup of a site, the RP contacted their legislator, who in turn contacted the district 
and insisted their constituent be assisted.

It is not uncommon for political pressure to play a role in the way resources are 
allocated. In the past, sites, which were a lower priority relative to other sites, have 
received funding because of an heightened interest in the site taken by the general 
public, the governor, or a particular legislator.

District personnel reluctant to initiate state-lead in contaminated site cleanup: For a 
site to be eligible for state-lead, potential RPs must be identified and an extensive 
notification process must be completed. Because state-lead sites are labor intensive, 
district personnel are reluctant — or do not have the resources — to conduct RP 
searches or go through the notification process.

District personnel are also hesitant to take state lead because they feel their role 
should be one of service agency rather than enforcement agency. Rather than taking 
the lead in cleanup and holding the RP liable, staff want to help RPs find some way 
to assume responsibility. False promises from unwilling or incapable RPs have also 
slowed down the process of cleaning up sites with state-lead money.

Because of the amount of resources required to identify state-lead sites and a general 
reluctance by district staff, the program does not have a complete listing of 
contaminated state-lead sites.
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F IN D IN G S  A N D  R E C O M M E N D A T IO N S

The legislature should make statutory changes to clarify the role of the fund administrator.

A. Currently there is no clearcut criteria in place stating how DEC should “manage’' the 
Response Fund.

In order to be properly evaluated as the fund administrator, DEC needs the legislature 
to clarify their expectations of the department’s role. Alaska Statute 46.08.050 
identifies two accounting duties of DEC. This statute says DEC

(1) shall maintain accounting records showing the income and expenses of the 
fund; and

(2) shall develop procedures governing the expenditure of, and accounting for, 
money expended from the fund.

This statutory requirement has not been amended since the Response Fun was first 
established in 1986. The duties were appropriate when the fund was used lo respond 
to emergency spills, and DEC was virtually the only user of the fund. But DEC lost 
its effectiveness as administrator when the Response Fund began to be used as a 
funding source for a number of projects managed by many different agencies.

As explained on page 22 of Report Conclusions, DEC has spent an inordinate amount 
of lime trying to monitor the appropriateness of expenditures made by other agencies. 
It has been difficult for DEC to monitor the appropriateness of reimbursement 
requests from other agencies when the service provided is beyond DEC’s interest or 
expertise. DEC is often put in the position of having to approve for reimbursement 
an expenditure for which the department has no way of determining represents a valid 
project cost. DEC has not experienced us many problems on those RSAs with other 
agencies for services which the department would normally contract.

DEC has, with the assistance of Office of the Governor, Office of Management and 
Budget (OMB) and Legislative Finance, developed an adequate budget process 
showing appropriations into and out of the Response Fund. DEC can track 
allocations to specific projects. The department has also developed an internal 
process to review other agencies’ Response Fund requests and make recommendations 
to OMB for inclusion in he Governor’s budget. These duties arc appropriate for 
DEC to fulfill in its role as fund administrator.

We recommend the legislature amend part (I) of AS 46.08.050 to state that DEC 
shall develop procedures governing the expenditure of, and accounting for, money 
expended from the fund for activities of their own department. Other agencies who
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receive monies from the Response Fund must develop their own procedures governing 
the expenditure of, and accounting for, money expended from the fund. To receive 
reimbursement from the Response Fund, other agencies must submit to DEC the
detailed information required to be included in the annual report on the Response
Fund’s activities. DEC shall reiy on the other agencies’ internal procedures when 
responding to a request for reimbursement. The legislature may request Division of 
Legislative Audit to review the procedures developed by each agency and audit that 
agency's expenditures against the Response Fund.

Some of the information DEC is required to submit in their annual report is either too 
voluminous or to uncertain to provide meaningful information tc the legislature.

Information required by AS 46.08.060 to be included in DEC’s annual report is as 
follows:

(1) a summary of the sites identified by the department;

(2) the immediate and long-term threats to the public health or welfare or to the
environment posed by these sites; and

(3) the appropriate actions needed to abate these threats, and their estimated cost.

DEC has not been providing this information as part of the annual report because of 
the volume and uncertainty of information involved. DEC has indicated this 
information is available for review in their office in the Statewide List of 
Contaminated Sites. A list of contaminated sites dated November 8, 1993, which is 
104 pages long, contains site name and address and hazard ranking model score on 
1,858 sites, of which 338 are in a closed status and 1.520 are in an active status. Of 
the 1,520 active sites, 240 sites are unranked, and 38 sites cannot be ranked due to 
lack of information available on the site. In addition to the known sites, DEC is 
aware that there are likely to be a large number of sites which are not yet on their 
database.

We recommend the legislature amend part (b) of AS 46.08.060 to allow DEC to 
report information on contaminated sites that can be readily prepared and still be of 
use to the legislature. DEC should be asked to identify how many sites are in active 
and closed status on the database. DEC should identify the number of sites and 
prioritize those sites based on immediate and long-term threats to the public health 
or welfare; or to the environment. Since the information is too uncertain, DEC 
should not be asked to provide individual discussion on each site, nor due to the 
volume of sites, should the department be asked to report the appropriate actions and 
estimated costs involved.
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DEC should revise the department's draft Cost Recove-v and Policy and Procedures manual, 
implement the policy with due public notice, and proviee training to all relevant personnel.

In the original legislation on the Response Fund, DEC was not required to seek recovery of 
money expended by the department to contain and clean up oil or hazardous substances. The 
actual wording was.

T h e  a t t o r n e y  g e n e r a l ,  a t  t h e  r e q u e s t  o f  t h e  c o m m i s s i o n e r ,  m ay seek [ e m p h a s i s  
a d d e d !  t o  r e c o v e r  m o n e y  e x p e n d e d  b y  t h e  d e p a r t m e n t  u n d e r  t h i s  c h a p t e r  o r  
o t h e r  l a w  t o  c o n t a i n  a n d  c l e a n  u p  o i l  o r  a  h a z a r d o u s  s u b s t a n c e  t h a t  h a s  b e e n  
r e l e a s e d  o r  t o  c o n t r o l  t h r e a t e n e d  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 .

While DEC did seek recovery and levy fines and penalties in some instances, many 
contaminated sites were cleaned up without any intention of seeking cost recovery. In 
addition, appropriations were made from FY 88 through FY 90 to cleanup contaminated sites 
on the Kenai peninsula. There were no cost recovery requirements related to these 
appropriations.

Because of the lack of cost recovery requirements DEC district staff and the public 
developed a cooperative relationship regarding DEC’s monitoring of the clean up of 
contaminated sites. The public came to view monitoring of clean up of contaminated sites 
as a service provided by DEC, rather than as an enforcement action. Since cost recovery 
would not be sought, DEC staff did not consistently track their personal service costs related 
to cleanup.

The passage of Senate Bill 256 |Ch 29. SLA 19891 changed the optional nature of the statutory 
phrasing. The legislation made it definite that cost recovery must be sought. Specifically 
the statute called for:

T h e  a t t o r n e y  g e n e r a l ,  a t  t h e  r e q u e s t  o f  t h e  c o m m i s s i o n e r ,  s h a ll im m ed ia te ly  
seek [ e m p h a s i s  a d d e d / t o  r e c o v e r  m o n e y  e x p e n d e d  b y  t h e  d e p a r t m e n t  u n d e r  
A S  4 6 . O S . 0 0 5 - 4 6 . O S .O H O  o r  o t h e r  l a w  t o  c o n t a i n  a n d  c l e a n  u p  o i l  o r  a  
h a z a r d o u s  s u b s t a n c e  t h a t  h a s  b e e n  r e l e a s e d  o r  t o  c o n t r o l  t h e  t h r e a t e n e d  
r e l e a s e  o f  o i l  o r  h a z a r d o u s  s u b s t a n c e .

DEC has been slow ie develop policy and procedures related to accumulating cost 
information that can be used to support recovery efforts. DEC has developed a draft Cost 
Recovery Policy and Procedures manual that addresses when and how to code costs to sites. 
As of the date of this report, this policy still has not been fully implemented. Of particular 
concern is the failure to consistently charge personal service costs to specific sites. This 
makes it difficult, if not impossible, to recoup these costs from the responsible party.

The draft Cost Recovery Policy and Procedures manual also addresses how to identify and 
notify potential responsible parties (PRPs) of their obligation to clean up a site. Staff who
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have received training on the manual reported to us a reluctance to implement the policy. 
Specifically staff feel the public needs to be adequately notified of DEC’s policy change of 
seeking cost recovery for containment and cleanup efforts.

Not all applicable DEC personnel have received training on the Cost Recovery Policy and 
Procedures manual. In some districts, we found staff unaware that a cost recovery 
procedures manual was available.

We recommend DEC revise the draft Cost Recovery Policy and Procedures manual to 
address public notification and consistent statewide implementation. After the manual is 
revised, training should be provided to DEC personnel so that the department’s policy will 
be consistently implemented. The manuals need to be made available in each region and 
district office.

Recommendation No. 3

DEC should develop a systematic method of addressing contaminated sites so those sites that
pose the greatest risk to public health or the environment are addressed first.

A. Program personnel and resources have been allocated to contaminated sites based on 
the identity of the PRP and the willingness/insistence of the RP to clean up a site.

The Contaminated Sites Remediation Program is in place to carry out one of the 
original purposes of the Response Fund, to clean up oil or hazardous substances that 
pose an imminent and substantial threat to the public health or welfare, or to the 
envronment. The program has a limited amount of resources that must cope with a 
large and ever increasing number of contaminated sites. Because there exists more 
contaminated sites than resources to address them, a system must be in place to 
allocate resources to the highest priority sites. Central office of the Spill Prevention 
and Response division, has drafted policy which sets criteria for determining priority 
and allocates resources to the highest priority sites. However, district personnel are 
reluctant to implement the proposed policy change. As a result, highest priority sites 
are not being addressed.

As discussed in Report Conclusions, district personnel spend most of their time 
providing oversight to RPs who are willing to clean up contamination. Because RP 
searches, PRP notification, and negotiation with unwilling RPs is timeconsuming and 
frustrating, district staff prefer to allocate their resources to sites where the RP is 
known and is willing to cleanup. This method of allocating resources is efficient in 
that it allows more sites to be cleaned given districts’ limited staffing. It also 
provides the easiest way to cope with pressure from insistent RPs who need their sites 
cleaned for socioeconomic reasons, such as real estate transactions or potential 
construction. However many of the sites with a willing RP do not pose an imminent 
and substantial threat relative to other sites.
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Such an approach only provides limited assurance that Response Funded activities are 
addressing sites that pose the most “imminent and substantial” threat to the general 
public. While we recognize district personnel have a legitimate basis for wanting to 
work with willing RPs, their approach does not ensure that the statutory purpose of 
the Response Fund is met.

DEC should work to implement their draft guidance policy entitled Prioritization of 
Contaminated Site Work. The policy addresses allocating resources in such a way 
that the highest priority sites are addressed first. In addition, DEC should redefine 
their role in monitoring RPs with relatively low priority sites. Any change in DEC’s 
policy of providing oversight to willing RPs should be accompanied with a thorough 
public notice campaign.

B. Contrary to what the department has reported to the legislature. DEC has not 
maintained a current complete prioritized list of state-leads sites.

In budget papers presented to the legislature, DEC stated that they maintained a list 
of state-lead sites and prioritized them based on their threat to human health or the 
environment, or unique social or economic factors. The department also claims that 
sites are placed on the list only after DEC staff have determined that PRPs will not 
clean up the site or when no PRP can be determined or located.

DEC also made it clear to the legislature that the list of state lead sites accompanying 
the budget request is dynamic. If a responsible party decides to perform cleanup or 
a site’s relative priority changes, the funding allocated to that site will be used to fund 
the next highest priority site.

In practice, DEC has not maintained a complete prioritized list of state-lead sites. In 
addition, the department has not always completed the proper notification process 
before placing sites on the state-lead list. As discussed in Report Conclusions, 
district staff are reluctant to perform RP searches or go through the RP notification 
process because the procedures are timeconsuming. Once a site is allocated funding, 
taking lead in cleanup is highly labor intensive.

DEC has not documented their rationale for allocating funding among state-lead sites. 
We recognize that a state-lead list is dynamic. However, in our view, the dynamic 
nature of the program makes a current list of prioritized state-lead sites essential. In 
addition, the uynamic nature of the program makes it imperative that the rationale 
used to justify funding decisions be documented and presented to the legislature.

*As slated in the Organization and Function section, if a site poses a substantial threat and no responsible party 
lias been identified or the responsible party is unable or unwilling to clean up, the Slate will lake tbe lead in cleanup 
efforts. These sites are commonly called state-lead or orphan sites.
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DEC should make an effort to pursue state-lead on sites that present an imminent and 
substantial threat to public health and the environment. As part of this effort, an 
updated list should be prepared and maintained to guide in the allocation of funding. 
Before sites are placed on the state-lead site list, their orphan status should be 
confirmed through the proper notification process.
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A U D IT O R  C O M M E N T S

State belter able to prevent and respond to oil spill, but ability jeopardized bv cuts in staffing

The Prince William Sound Regional Citizens’ Advisory Council (PWS-RCAC) and staff in 
t.ie Department of Environmental Conservation (DEC) both believe the State has improved 
its prevention and response capabilities for oil and hazardous substance spills. Both 
organizations feel that the State is in a better position than it was on March 24, 1989, the 
date of the E x x o n  V a l d e z  spill. Much of the reason for these improved capabilities is 
attributed to the financing of prevention and response activities made possible by the Oil and 
Hazardous Substance Release Response Fund (Response Fund). However, the two 
organizations are concerned about the current trend of reducing staff positions in DEC. In 
a pamphlet entitled ‘Then a r . d  N o w :  C h a n g e s  S i n c e  t h e  E x x o n  V a l d e z  O i l  S p i i r  the PWS- 
RCAC points out:

L a w s  t h a t  a p p e a r  s t r o n g  w h e n  e n a c t e d  c a n  h e  w e a k e n e d  t h r o u g h  v a g u e  
r e g u l a t i o n s  a n d  i n a d e q u a t e  f u n d i n g .  L a w s  m u s t  h e  i m p l e m e n t e d  t h r o u g h  d e a r ,  
s t r o n g  r e g u l a t i o n s  a n d  e n f o r c e d  h y  c o m m i t t e d  a g e n c i e s  t h a t  a r e  g i v e n  t h e  
f u n d i n g  n e c e s s a r y  t o  m o n i t o r ,  o v e r s e e  a n d  e n f o r c e  c o m p l i a n c e .

PWS-RCAC’s point echoes one of the observations made in the report produced by the 
Alaska Oil Spill Commission (AOSC). AOSC said, “ T h e  V a l d e z  D E C  o f f i c e  a l w a y s  h a s  
h e e n  s e r i o u s l y  u n d e r s t a f f e d ,  w h i c h  w e a k e n e d  t h e  s t a t e ' s  p o s i t i o n  r e l a t i v e  t o  A l y e s k a .  T h e  
s t a t e  c a n n o t  n e g o t i a t e  o r  e n f o r c e  e f f e c t i v e l y  w i t h o u t  a d e q u a t e  c o m p e t e n t  p e r s o n n e l . ' '

As we explain in Report Conclusions, DEC’s progress in reviewing contingency plans has 
lagged behind the department’s projections. To increase staff time devoted to contingency 
plan review and approval, inspections and drills have been severely limited. DEC’s oil 
program consists of several interrelated parts. Prevention includes contingency plans, 
inspections, and drills. Other parts include response and cleanup, which occur only when 
prevention has failed. If any part of DEC’s program is hindered, the department does not 
have an effective, viable program.

We understand the decision DEC was forced to make in allocating resources to contingency 
plan review and approval. However, inspections and drills are a fundamental portion of a 
successful prevention program. 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 addressed this same problem in their final report on the events leading up to the 
E x x o n  V a l d e z  grounding, " R i g o r f l a g g e d ,  c o m p l a c e n c y  t o o k  r o o t .  P r e v e n t i o n  w a s  n e g l e c t e d  
w i t h  d i s a s t r o u s  r e s u l t s ."

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
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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.

SPAR needs general funds if contaminated sites are to be cleaned for socioeconomic reasons

As explained in Recommendation No. 3, district staff often monitor the cleanup of willing 
responsible parties (RPs). While many of these sites do meet Response Tind criteria (that 
is, they pose an imminent and substantial threat to public health or the environment) others 
clearly do not. The RP is often motivated to clean their site in order to obtain bank 
financing for the sale of the property or obtain a permit to do construction on the property. 
While these sites may not pose a substantial risk, the monitoring of the site cleanup by DEC 
is important to the owner for their own socioeconomic reasons. If the legislature feels that 
DEC is providing a valuable and valid public service by providing technical assistance on 
sites that do not pose an imminent and substantial threat, then the legislature needs to make 
general funds available to SPAR.
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ISSUES NEEDING FURTHER STUDY

It was beyond the scope of this audit request for us to test Oil and Hazardous Substance 
Release Response Fund (Response Fund) expenditures and accounting procedures developed 
in agencies other than the Department of Environmental Conservation (DEC). However, as 
explained in the Background Information section, other agencies are significant users of the 
Response Fund. In FY 92 DEC entered into over $18.5 million in Response Fund 
reimbursable services agreements (RSAs) with other agencies; in FY 93 DEC entered into 
almost $5 million in Response Fund RSAs with other agencies. Consistently, the largest 
participants in using the Response Fund outside of DEC are the Department of Law, the 
Department of Military and Veterans Affairs, and the Department of Fish and Game.

As stated in Report Conclusions and Recommendation No. 1, DEC has little authority and 
receives limited information supporting requests for reimbursement on the RSAs. Supporting 
information submitted with the request for reimbursement usually provides little detail and 
DEC is forced to rely on the other department’s accounting procedures.

We suggest that the Legislative Budget and Audit Committee may want to consider 
reviewing the support for selected expenditure transactions, the accounting procedures, and 
project results of Response Fund activity in agencies outside of DEC. Those agencies we 
recommend be considered for review include the Department of Law, Department of Military 
and Veterans Affairs, and the Department of Fish and Game.
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T A B L E  A

R E S P O N S E  F U N D  S U M M A R Y  A S  O F  J U N E  3 0 , 1 993

Sources of funding:

Oil Surcharge Revenue 

General Fund

Program Receipts: Exxon Reimbursements 1989 & 1990 

Mitigation Revenue

Uses of funding:

Expenditures through FY 93 (Note 1)

Reserve for Encumbrances 

Reserve for Prior Year Appropriations 

Accounts receivable recorded for Exxon Valdez cleanup 

Fund Balance/Spill Reserve (Note 2)

44,447,000

30,000,000

4,346.600

161,293.600

119,567,992

6,786,808

2,190,914

2.338,795

$30,409,091

$ 8 2 ,5 0 0 ,0 0 0

Note 1: Expenditures are inception to date as reported in Response Fund Annual
Reports for FY 87 - FY 93. This amount is the same as the total reported in 
our Table B.

Note 2 : Department of Environmental Conservation has stated their fund balance/spill
reserve is $27,084,100; which is $3,324,991 less than what we have calculated. 
Review of their backup indicates the discrepancy occurred in FY 91 and 
FY 92 when information for the annual report was pulled from the Alaska 
accounting system. The department needs to reconcile this discrepancy.
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T A B L E  B

SUMMARY OF EXPENDITURES BY FISCAL YEAR
(NOTE 1)

PROJECT FY 87 FY 88

Contaminated site investigation, safety, cleanup, and 
cost recovery

S428.815 $329,977

Spill Response containment, safely, cleanup, and cost 
recovery

Spill prevention and response preparedness

State and regional contingency planning

Spill response office, depots, and corps

Mt. Redoubt Volcano/Publication of 1990 annual report

Spill reserve

Spill response drills

Kenai cleanup project

State Emergency Response Commission and local 
emergency response planning

Local Emergen'-" ......ling Committees

UAA - Soldotna Fire Training

DFG - Spill prevention and response preparedness

LEG - Citizen's Oversight Council

Hazardous Substance Spill Technology Review Council

Arctic Marine Resources Commission

Prince William Sound Regional Citizens’ Advisory 
Council

Non-crude Oil Tanker/Barge Study

Nearshore Strike Team Demonstration Projects

Oil spill contingency plans/requirements

Geographic Information System

Advisory Council/triuisportalion of oil

Ferries with oil spill response ability

Natural resource damage assessment

Subtotal of Non-Exxon Related Expenses $428,815 $329,977
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FY 89 FY 90 FY 91 FY 92 FY 93 T o t a l

$320.91)0 $774,500 $1,671,700 $1,262,400 $2,926,700 $7,714,992

211.000 690.200 378.500 71.000 1,350,700

1.056.200 3.846.200 5.385,800 10,288,200

j 158.400 556.700 223.500 54,700 993,300

199.800 967.700 1.125.100 2.663,000 4,955,600

112.800 4.800 117,600

245.500 313.600 71.400 268.500 899,000

448.500 105.700 554,200

583.700 555.900 177.900 1,317,500

399.600 257.000 186.200 842,800
• yv; •..

;

575.2(H) 1.039,700 1,614,900

88.400 88,400

119.800 119,800

119.500 237.300 88.300 445,100

112.400 275.300 387,700

100.000 90.000 190,000

57.200 10,200 67,400■
■ " .

29.900 29,900

3.300 3,300

l 84.200 15.000 99,200

91.600 91,600

120.300 120,300

102.400 7.501.500 7,603,900

1.358.400 59,400 1,417,800

$320,900 SI.702.0(H) $6,932,000 $ 10.603.0(H) $20,996,500 $ 4 1 3 1 3 ,1 9 2
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PROJECT FY 87 FY 88 FY 89

Subtotal ofNon-Exxon Related Expenses (from page 38) $428.81$ $329,977 $320,900:

DEC - Exxon Valdez 5.456,300

RSAs - Exxon Valdez 609.700

Local Response - Exxon Valdez 205,600

LAW - Exxon Valdez Litigation

DFG - Exxon Valdez Damage Assessment

Exxon Valdez - Spill Cleanup and Cost Recovery

Exxon Valdez - Assessment and Restoration

Exxon Valdez Litigation

Exxon Valdez Project

Subtotal for Exxon expenses 6,271.600

T o t a l  E x p e n s e s $ 4 2 H , S 1 5 $ 3 2 9 , 9 7 7 $ 6 5 9 2 5 0 0

Note 1: This table was prepared from expenditures reported by the Department of
Environmental Conservation in their Response Fund Annual Reports for 
FY 87 - FY 93. We have not audited this information and therefore do not 
express an opinion on its reliability. Since project titles changed over the 
seven years, for comparability purposes we have grouped those activities that 
seemed the same despite small title changes.
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FY 90 FY 91 FY 92 FY 93 Exxon Valdez T o t a l

$1,702,000 $6,932,000 $10,603,000 S20.996.500 ■ i xiSWjw:. ■ v ••••XXjX.X
$41 ,313 ,192

24.005.400 11.977.700 41,439,400 ; 1
1

4.560.000 5,169,700
.■

V".

3.210.200 3 ,415 ,800 :./vX v: X- yi';:;

4.100.000 4,100 ,000
x- v’xx •: :

8.834.400 8.834,400 '

2.337.300 S492.600 2,829 ,900

6.654.400 407.000 7,061 ,400 ■ '  ' ' : : j 
•: ■ - x\- V/.: Vxx

1.576.900 2.703.500 4,280 ,400

1.123,800 1,123,800
•

31.775,600 24.912. KM) 11,692.400 3.603.100 78,254,800 78,254 ,800

$33,477,600 $31,N44,100 $22,295,400 $24,599,600 • ; $119,567,992
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T A B L E  C

D E S C R IP T IO N  O F  R ESPO N SE F U N D  A C T IV IT IE S  A P P R O P R IA T E D
IN  F Y  92 A N D  F Y  93

A s  re flected  by d iscussion in B ackground In fo rm a tion , there have been num erous changes 
to  the O il and Hazardous Substance Release Response Fund (Response Fund) since its 
incep tion  in  1986. M any o f  the am endm ents expanded the authorized purposes o f  the fund. 
The fo l lo w in g  table illustra tes a ll Response Fund appropria tions fo r F Y  92 and F Y  93. The 
table ind icates i f  these appropria tions w o u ld  have been covered under the o r ig in a l purposes 
o f  the fund  o r  i f  they are a llow ed  due to am endments subsequent to 1986 inception .

The f irs t tw o  co lum ns o f  the table g ive  the name o f  the p ro jec t o r a c tiv ity  and a b r ie f 
descrip tion  o f  the purpose o f  the pro ject. F Y  92 opera ting  app rop ria tion  am ounts cam e from  
C h 73, S L A  91. F Y  93 opera ting  app rop ria tion  amounts com e from  Ch 136, S L A  92 and 
cap ita l a pp rop ria tion  am ounts com e fro m  Ch 5, FSS 1992.

Some pro jects  meet both o rig in a l and expanded leg is la tion  and are so ind icated by a 
checkm ark in  both co lum ns. One p ro ject, A rc t ic  M arine  Resources C om m iss ion , in  o u r 
o p in io n , docs no t appear to meet e ithe r the o rig in a l o r any expanded use o f  the Response 
Fund, but there is no th ing  that prevents the leg is la ture  from  app rop ria ting  from  the Response 
Fund fo r o th e r uses.
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Projccl/Aclivity Description

Department of
Environmental
Conservation
(DEC)
Operating
Programs -
except
Contaminated
Sites

Operating programs include the Director’s Office and the Division of Spill Prevention and Response (SPAR). 
The Director’s Office is responsible for administrative support, safety and data management. In addition to 
contaminated sites. SPAR is composed of three sections: Government Preparedness and Response, Industry 
Preparedness Program, and Underground Storage Tank Program. Government Preparedness develops regulations 
and guidelines for SERCs and LEPCs. ensures that local plans me under development and are integrated with 
other plans, ensures that there is a complete compilation of hazards analysis for the State, and conducts drills on 
the slate and local plans. Industry Preparedness reviews oil discharge prevention and contingency plans for oil 
operations, conducts inspections and spill drills, and administers the statewide financial responsibility program lo 
ensure that oil operators demonstrate sufficient proof of ability to respond.

E x x o n  V a ld e z  
Oil Spill 
Project

Response funded activities in FY 92 included data compilation and documentation, monitoring, and select 
restoration activities. The funding was also allocated to coordinate support efforts by state agencies. FY 93 
monies funded DEC’s Oil Spill Response Office whose staff gathered data regarding the extent of subsurface oil 
and surveyed selected beaches. In addition, staff archived records and created a records database.

Contaminated 
site projects 
identified by 
DEC

Contaminated sites tire ranked based on a hazard ranking model that prioritizes sites based on their llircat to 
human health or the environment. DEC also lakes into account unique social or economic factors. However, the 
ranking model allows for numerous unknowns, which affects the reliability of the numeric scores. The cleanup 
list is subject to constant change as responsible parties assume cleanup responsibilities and as new contaminated 
sites become known. DEC provides oversight only on sites where the responsible party is taking action. 
Contaminated sites that require cleanup, but where the potential responsible party is unknown, unwilling, or 
unable to clean up are referred to as orphan sites. DEC must go through a notification process to the potential 
responsible party before a site is placed on the orphan site list. The State initiates cleanup on orphan sites.

Contaminated 
sites identified 
by other 
agencies

Beginning in FY 92. contaminated sites with the State as the responsible party were dealt with by a 
Memorandum of Agreement between several state agencies. Department of Natural Resources, Department of 
Transportation and Public Facilities, and DEC formed a work group that determined which sites were the highest 
priority and submitted a capital budget request for funding. The major tool used by the group to rank the various 
sites was DEC's ranking model. The work group recommended funding for 10 projects in FY 93 for a total 
capital req test of S2.fi million. Actual expenditures in FY 93 came lo slightly over S310,000.

Oil Spill
Reserve

The legislature established the spill reserve so that funds would always be available for the abatement of a 
release of oil or a hazardous substance. The spill reserve can only be accessed to address a release that poses an 
imminent and substantial threat to public health or the environment. DEC only uses the spill reserve to address 
unbudgeted activities that pose tin imminent and substantial threat. Eleven spills were responded to in FY 92 for 
a total of S71.382.76. ;uid thirty were responded to in FY 93 for a total of 5245.995.37.

Oil Response 
capable ferry

The legislature authorized expanding the use of the fund lo include refurbishment or construction of marine 
response vessels. Alaska Marine Highway System is currently in the design phase of constructing a vessel that 
could be used lo respond to oil spills. For FY 93. the legislature appropriated 57.5 million from the Response 
Fund to the Alaska Marine Highway System Replacement Fund for the oil response ferry. But these funds will 
not be used until the vessel is in construction phase, which is currently targeted for the first quarter of FY 95.

State
Emergency
Response
Commission
(SERC)

SERC was established by executive order in 1987 and formalized in 1990 with the passage of HB 566. SERC 
guides and coordinates a state-wide emergency response plan. SERC designates Local Emergency Phtnning 
Districts (LEPDs) and approves LEPCs for those districts. SERC reviews ;utd comments on local emergency 
plans, including oil facility ;uid vessel spill contingency plans.

Local
Emergency
Planning
Committees
(LEPCs)

The State has been divided into 26 LEPDs, SERC establishes and appoints a Local Emergency Planning 
Committee for each district; however, only 14 LEPCs have been established to date.
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FY 92
Appropriation

FY 93
Appropriation

Original
Legislation

Expanded
Legislation

Cite for Expanded Legislation

$5,731,300 $7,339,300

S /
SB 261 (Ch 90. SLA 89] 
HB 567 |Ch 191. SLA 90]

$20,081,900 $3,318,000

/ /
SB 261 |Ch 90. SLA 891 
SB 264 |CH 113. SLA 89]

S4.203.200 $3,528,600

/

SO $2,193,000

/

SI 2.627.400 $23,656,700

/

$500,000 $7,500,000

/
SB 165 [Ch 48. SLA 911

$329,900 $350,800

/
SB 261 |Clt 90. SLA 89]

$900,000 $1,200,000

/
SB 261 |Ch 90. SLA 89]
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Project Activity Description

Response
office.
depots/corps

The legislature authorized that depots and corps were to be planned through the DEC master and regional 
contingency planning and the Stale Emergency Response Commission approval process. The exact determination 
of locations was left to the DEC and SERC planning process. The State was to pay for training volunteers in 
communities selected as depot sites and pay them when necessary to combat a spill or participate in training. 
Exact types and amounts of containment equipment and materials to be stored at depots was also left to the DEC 
and SERC planning process. DEC and DMVA have jointly expended over S4 million on depots and corps to 
date. The only depot that has been established to date is a SI.6 million project for a communications depot, 
which is 50% Response Funded and 50% funded by the Federal Emergency Management Authority. Other 
expenditures have been used to train 823 first responders and develop an Incident Command System and an 
Advanced Integrated Management System.

Citizens' 
Oversight 
Council on Oil 
iuiil Oilier 
Hazardous 
Substances

This council was established in 1990 following the passage of HB 578. The council assesses the performance of 
stale and federal agencies in preventing and responding to releases of oil and hazardous substtuices, identifies 
risks, and recommends improvements for environmental safety to the legislature, governor, and federal agencies.

Nearshore 
Strike Team 
Demonstration 
Projects

The legislature appropriated S1.2 million for FY 93 to provide coastal communities that are not connected by a 
highway system with the resources lo be able to respond to a major oil spill. Currently, contingency plans do 
not always address industry’s preparedness to respond to a spill in communities for extended distances 
downslrciun from ;ui oil terminal facility or tank vessel route. One purpose for the demonstration project was to 
define the optimum :uray of equipment needed in communities to mobilize and respond to spills which have 
escaped initial containment or to orphan spills which may occur within the operating range o f nearshore 
communities. Two informal planning committees were organized - one for the Gulf of Alaska region and the 
other for Southeast Alaska region. Each region developed their own project design criteria.

Hazards
Analysis

A Hazards Analysis covers four stages: (1) identifying the hazard, which is defined in AS 46,03.826.
(2) performing a vulnerability analysis, (3) conducting a risk analysis, and (4) assessing response capability by 
industry and local response. After DEC had prepared a request for proposals to perform a statewide Hazards 
Analysis, LEPCs indicated that they preferred to control this project themselves. In FY 92. DEC delegated the 
responsibility and funding to LEPCs for the Hazards Analysis. As of October 15. 1993, hazards analyses arc 
completed for four LEPDs, are in process for twelve LEPDs. and the other ten LEPDs are scheduled for 
completion in June 1994 as part of a statewide Hazards Analysis contract. Once the hazard analyses are 
complete, DEC believes they will have an inventory of between 80%-90% of all facilities with hazardous 
substances required to report under SARA Title III. DEC will need to keep their database of information up-to- 
date.

Geographic 
Information 
System (GIS)

The legislature appropriated $689,300 for a GIS. DEC administered $250,000 and signed a reimbursable services 
agreement with the Department of Military and Veterans Affairs (DMVA). Division of Emergency Services 
(DES) for the remaining $439,300. GIS will be a map-based system that monitors where a spill has occurred in 
comparison to the natural surroundings. The GIS will be able to track the response of industry or the responsible 
parties and can be used to project what path the spill will follow. The GIS could store countless data useful in 
making decisions, such as population centers, location ol' contaminated sites and hazardous substances, and 
location of equipment. Two demonstration projects have been completed for DEC. One problem dial has not 
been reconciled is how the DEC and DMVA. DES systems will coordinate. DES is developing an Advanced 
Integrated Incident Management System to respond to an emergency situation. DES is interested in knowing 
where manpower, communication, and aircraft arc located. DEC will not be able to view DES’ information on a 
geographic base.

Hazards
Substances
Spill
Technology 
Review Council

The council exists within the SERC. The council’s duties include responsibility for reviewing tutd 
recommending research topics to DEC. establishing testing protocols for the department to use to evaluate the 
elfcclivcncss of hazardous substance spill technologies within the State, and compiling and maintaining 
information relating to containment and cleanup technology.
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FY 92
Appropriation

FY 93
Appropriation

Original
Legislation

Expanded
Legislation

Cite for Expanded Legislation

$1,700,000 $800,000

/
SB 264 |CI) 113. SLA 89]

.$237,300 $237,300

/
HB 578 |Ch 199. SLA 90]

$0 $1,200,000

/
HB 567 |Ch 191. SLA 90]

SO $177,300

/
SB 261 |Ch 90. SLA 89J

.$0 $689,300 / / SB 261 |Cli 90. SLA 89]

$236,800 $420,000

/
HB 567 |Ch 191. SLA 90]
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Projecl/Acli vily Description

Arclic Marine 
Resources 
Commission 
(AMRC)

The legislature appropriated SIOO.OOO to Rind the commission through FY 92, with the intent lo form a Regional 
Citizens' Advisory Council for residents of Alaska's Arctic coastal communities. AMRC would review Arctic 
oil exploration and development issues affecting Alaskans and attempt to secure federal and industry recognition 
and support as an Arctic Regional Citizens’ Advisory Council.

Alyeska 
Terminal 
Ballast Water 
Testing/Monitor 
ing

The legislature appropriated $175,000 for DEC to disburse lo the Prince William Sound Regional Citizens 
Advisory Council. RCAC was to retain technical experts who would review and evaluate three monitoring 
programs being conducted by DEC at the Alyeska Valdez Marine Terminal. The Uirce progriuns, which have 
been completed with final reports, were to monitor the influent ballast water lo the ballast water treatment 
facility, to monitor the treated discharge from the ballast water treatment facility, and to monitor sediment 
hydrocarbon chemistry and sediment toxicity in Port Valdez.
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FY 92
Appropriation

FY 93
Appropriation

Original
Legislation

Expanded
Legislation

Cite for Expanded 
Legislation

SI 00.000 SI 00.000 See discussion on 
page 43

SI 75,000 SO

/
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T A B L E D

E X A M P L E S  O F  E X T E R N A L  F Y  9 2  A N D  F Y  9 3  R S A s

F Y  9 2  R S A ,  D E C f D M V A  O i l  S p i l l  D e p o t s i C o r p s  $ 1 , 7 0 0 , 0 0 0

O ver $1.2 m il lio n  has been spent on this R SA through fisca l year end 93.

The “ com m un ica tions d e p o t" is the o n ly  depot in place. The com m un ica tions  depot is a 
$1.6 m il l io n  p ro ject that w i l l  be 50%  Response Funded and 50%  fede ra lly  lunded  by the 
Federal Em ergency M anagem ent A gency. The equ ipm ent includes tw o  4.5 m eter tra ile r  
m ounted sa te llite  com m un ica tion  dishes, fou r foam y sa te llite  com m un ica tion  packages, and 
tw o  m ob ile  sa te llite  telephones.

On the same R S A , D M V A  tra ined 823 people to be firs t responders in the event o f  a sp ill. 
F irs t responders include such persons as po lice  and fire  personnel. D M V A  and the LEP C s 
w orked  together lo  determ ine w ho should  be tra ined and in  what loca lities . A  database o f 
people w ho  were tra ined was prepared and g iven  to GPRP.

n r r yi n  AAV
;

A / l i t wifi 14/1r  i  A j / i , JL/mV n  U ll a n u  ilO l. (It uOUS lU l /S lu flte  Ixel c u a c  a n a WAfJUrlae
... - P i p n a rn tt nrt nine/ P ln n n in o 1800 0 0 0 ■

: ■

Th is  R S A , w h ich  o n ly  had $155,000 in expenditures through fisca l year end 93, was to fund  
six d iffe re n t pro jects, m any o f  the pro jects being con tinu ing  and open-ended. O n Response 
Corps and Em ergency Response Depots D M V A  assisted and w il l continue  to assist S PA R  
is preparing a 3 -yca r strategic plan on the deve lopm ent o f  depots and corps to  fac ilita te  
p lann ing  and budgeting.

For the State Em ergency Response C om m iss ion , the C h ie f o f  Log is tics  was appo in ted  by the 
A d ju ta n t General as his designee and v ice -cha ir on the com m ission . D M V A  s ta ff assisted 
and w il l  con tinue  lo  assist the C h ie f o f  Log is tics  in his m em bership roles on va rious SER C  
com m ittees. D M V A  prov ided  and w il l  continue to p rov ide  a person to serve as the S ta le ’ s 
alternate m em ber o f  the A laska  Regional Response Team .

D M V A  p rov ided  and w il l continue to p rov ide  an e x -o ff ic io , non -vo ting  m em ber to  the board 
o f  d irecto rs  on each o f  the tw o  R egional C itize n s ’ A d v iso ry  C ounc ils  in A laska . For 
Em erge..cy Response P lanning, D M V A  p rov ided  technica l assistance lo  Loca l E m ergency 
Planning C om m ittees to ensure the ir response plans ate consistent w ith  the State E m ergency 
O perations Plan. D M V A  assisted and w il l  continue  to assist SPAR in deve lo p ing  a 
com m un ica tions plan fo r response to o il and hazardous substance releases.
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F Y  9 3  R S A ,  D E C / D M V A  G e o g r a p h i c  I n f o r m a t i o n  S y s t e m s  ( F E M M E ) $ 4 3 9 , 3 0 0

T h is  R S A  is to be used p r im a rily  fo r  contractua l services from  the U n ive rs ity  o f  A laska, 
A nchorage and the purchase o f  hardware and software. D M V A  w il l  deve lop an em ergency 
m anagem ent decis ion  system fo r the State Em ergency O perations C enter w ith  th is fund ing  
ensuring  tha t the system aids managem ent o f  o il and hazardous substance release incidents. 
The  system w il l  incorpora te  a graph ic user in terface w h ich  w il l  be com patib le  w ith  D E C ’ s 
geographic in fo rm a tio n  system (G IS ). G IS  w il l  p rov ide  an autom ated decis ion  support 
system and an au tom atic  resource track ing  system. The G IS  system w i l l  use com puter 
graph ics to show  a map o f  response capab ilities .

F o r an estim ated $250,000, the un ive rs ity  w i l l  prepare a b rie fing  paper on the em ergency 
m anagem ent dec is ion  system w h ich  includes: estim ated costs fo r  equ ipm ent, so ftw are , and 
tra in ing ; a phasing p lan; schedules and p ro jec t m ilestones; cos t/bene fit analysis; and 

personnel u tiliz a tio n .

The  hardware and so ftw are  fo r the em ergency m anagement decis ion system is estim ated to 
cost $175,000.

F Y  9 3  R S A j  D E C ! D F G  S p i l l  P r e v e n t i o n  P l a n n i n g  a n d  M a n a g e m e n t  A s s i s t a n c e  a n d  
S t a t e  E m e r g e n c y  R e s p o n s e  C o m m i s s i o n  C o n t i n g e n c y  P l a n s  $ 2 0 2 , 2 0 0

T h is  R S A  is to have D F G ’s pa rtic ipa tion  on three d is tin c t pro jects. D FG  is expected to be 
re im bursed $5,000 fo r the ir pa rtic ipa tion  in  the quarte rly  State Em ergency Response 
C om m iss ion  m eetings and in any Em ergency Response C om m ittee  m eetings. D F G  w il l  
com plete  w o rk  tasks assigned by the com m ission  o r com m ittees and p rov ide  expertise on fish  
and w ild l i fe  services.

D FG  antic ipa tes hav ing  $127,200 in  re im bursable expenditures fo r the ir p a rtic ipa tion  in o il 
p o llu tio n  co n tro l. D FG  w il l  rev iew  and com m ent on approx im ate ly  180 o il s p ill contingency 
plans subm itted  by indus try  fo r com pliance  w ith  state regulations. D F G ’s p rim a ry  focus is 
to  enhance p ro tec tion  o f  fish and w ild l ife  popu la tions, habitats, and p u b lic  uses o f  these 

resources.

D FG  antic ipa tes hav ing  $70,000 in  re im bursable  expenditures fo r the ir pa rtic ipa tion  in 
re v ie w in g  the state m aster and regional plans.
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T h is  R SA  is to have the Departm ent o f  N atura l Resources’ (D N R ’s) p a rtic ipa tio n  on tw o  
d is tin c t p ro jects . D N R  is expected to be reim bursed $5,000 fo r the ir p a rtic ipa tio n  in  the 
qua rte rly  State Em ergency Response C om m iss ion  m eetings and in any E m ergency Response 
C om m ittee  m eetings. D N R  w il l  com plete  w o rk  tasks assigned by the com m iss ion  o r 
com m ittees.

D N R  antic ipa tes having $23,900 in re im bursab le  expenditures fo r th e ir  p a rtic ip a tio n  in  o il 
p o llu tio n  co n tro l. D N R  w il l  rev iew  and com m en t on app rox im a te ly  170 o il s p ill con tingency  
plans subm itted  by industry  fo r com p liance  w ith  state regulations. D N R ’s p rim a ry  focus is 
to ensure that sensitive natural resource areas are adequately protected.
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WALTER J . HICKEL, G O V ER N O R

DEPT. OF ENVIRONMENTAL CONSERVATION
410 Willoughby St., Juneau, AK 99801 (907)465-5010

Mr. Randy S. Welker 
Legislative Auditor
Legislative Budget and Audit Committee 
Division of Legislative Audit 
P.O. Box 113300 
Juneau, AK 99811-3300

LEGISLATIVE AUDIT
Dear Mr. Welker;

Thank you for the opportunity to reply to the Division of Legislative Audit's Preliminary 
Audit of the Oil and Hazardous Substance Release Response Fund (Response Fund) 
First I would like to formally thank Ms. Cynthia Ryan and Ms. Kristin Dolquist for the 
professional and thorough manner in which they conducted this audit. I have heard 
this comment made by several members of my staff.

In general, we believe that this draft audit report accurately reflects the legislative and 
Department of Environmental Conservation (DEC) history of the Response Fund. We 
also generally agree with the description of current DEC management of the 
Response Fund. In the face of the many misunderstandings currently existing about 
the Response Fund and its intended purpose, it is refreshing to see such an accurate 
explanation of the Fund.

The legislature should make statutory changes to clarify the role of the fund 
administrator.

We agree with the proposed statutory changes and will work with the Attorney 
General's Office and the respective Senate Finance and House Resource 
Committees to investigate ways that these statutory changes can be made.

Recommendation No. 2

DEC should revise the department's draft Cost Recovery and Policy and Procedures 
manual, implement the policy with due public notice, and provide training to all 
relevant personnel.

We generally agree with this recommendation and will take immediate steps to 
implement it.



DEC has been pursuing cost recovery on selected oil and hazardous releases 
since FY90. A formal cost recovery notification policy and process has been in 
place since April of 1992 and a draft cost recovery manual and training was 
completed in August of 1993.

We agree that these policies and procedures should be finalized and that any 
training inadequ icies should be remedied as soon as possible.

Recommendation No. 3

DEC should develop a systematic method of addressing contaminated sites so those 
sites that pose the greatest risk to public health or the environment are addressed 
first.

This is an excellent recommendation and one that will require coordinated 
assessments with other government agencies, especially the Department of 
Defense (DOD). The DEC has a formal Statament of Cooperation with the 
DOD and an assessment of the effectiveness of joint environmental programs is 
now underway. Opportunities for improvements in contaminated sites 
management will be identified and implemented as a result of this assessment.

What the DEC has been providing is a prioritized list of high priority 
contaminated sites determined by the ranking model and judgement by regional 
staff with the suspicion that the responsible party is reluctant or unwilling to 
conduct the necessary cleanup. We agree with the recommenJation to provide 
a better listing and have been developing policies and guidance during this 
fiscal year to put in place a more aggressive approach to confirm responsible 
party intent and prioritize all contaminated sites into a high/medium/low 
category,

Thank you agah for the opportunity to respond to this draft audit and we look forward 
to working with your office toward the completion of the proposed management 
recommendations.

Sincerely



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  C O M M I T T E E

Division of Legislative Finance

P.O. Box 113200 
Juneau, A K  99811-3200 

(907) 465-3795 
F A X  (907) 463-4885

M a r c h  2, 1994

A l a s k a - J u n e a u
C o u r t  R e p o r t i n g  & S e c r e t a r i a l  

S e r v i c e s  
326 4 t h  S t r e e t ,  S u i t e  B 
J u n e a u ,  A l a s k a

Re: T r a n s c r i p t  o f  M a r c h  1, 1994, S e n a t e
F i n a n c e  C o m m i t t e e  H e a r i n g  o n
S B  215 - O i l / H a z a r d o u s  Subs. R e l e a s e  R e s p o n s e  F u n d

E n c l o s e d  a r e  c o p i e s  o f  S e n a t e  F i n a n c e  C o m m i t t e e  t a p e s  no. 22 a n d  
no. 24 c o n t a i n i n g  l o c a l  a n d  t e l e c o n f e r e n c e  t e s t i m o n y  o n  S e n a t e  Bi l l  
215 f r o m  t h e  c o m m i t t e e ' s  M a r c h  1, 1994, m e e t i n g .  S B  2 1 5  r e l a t e s  
t o  t h e  f i v e - c e n t  s u r c h a r g e  o n  oil, t h e  i n c o m e  f r o m  w h i c h  f l o w s  to 
t h e  oil 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  (the 470 
fund). P l e a s e  p r e p a r e  a t r a n s c r i p t  o f  t e s t i m o n y  o n  t h e  b i l l .  T a p e  
No. 22 h a s  b e e n  r e w o u n d  t o  b e g i n  w i t h  t h a t  s u b j e c t  m a t t e r  o n  s i d e  
1. A l s o  e n c l o s e d  is a b r i e f  l o g  o f  t h e  d i s c u s s i o n ,  l i s t i n g  b o t h  
d e p a r t m e n t  r e p r e s e n t a t i v e s  a n d  i n d i v i d u a l s  w h o  s p o k e  f r o m  
t e l e c o n f e r e n c e  sites.

O u r  o f f i c e  r e c e i v e d  a r e q u e s t  f r o m  S e n a t o r  K e r t t u l a  f o r  a 
t r a n s c r i p t  a s  s o o n  as p o s s i b l e .

P l e a s e  g i v e  m e  a c a l l  at 4 6 5 - 2 6 1 8  if y o u  h a v e  q u e s t i o n s  o r  I c a n  
b e  o f  f u r t h e r  a s s i s t a n c e .

S i n c e r e l y

K a t h y  H o l m q u i s t  
S e c r e t a r y
S e n a t e  F i n a n c e  C o m m i t t e e

E n c l o s u r e s



S E N A T E  F I N A N C E  C O M M IT T E E
M a r c h  1 ,  1 9 9 4

S B  215 - O I L / H A Z A R D O U S  SUBS. R E L E A S E  R E S P O N S E  F U N D  

S F C - 9 4 ,  #22, S i d e  l, F o o t a g e  435

S e n a t o r  P e a r c e :  B r i e f  c o m m e n t s  re: p a c k e t  m a t e r i a l s

S e n a t o r  M i l l e r :  S p o n s o r  s t a t e m e n t  a n d  r e v i e w  o f  p r o v i s i o n s  w i t h i n
t h e  bill.

S e n a t o r  K e l l y :  Q u e s t i o n

S e n a t o r  M i l l e r :  R e s p o n s e

S e n a t o r  K e r t t u l a :  Q u e s t i o n

S e n a t o r  R i e g e r :  Q u e s t i o n  re: r e l e a s e s

S e n a t o r  K ' . H e r :  R e s p o n s e

R e v e r s e  T a n e ,  S F C - 9 4 ,  #22, S i d e  ?

S e n a t o r  K e r t t u l a :  C o n f o r m i n g  a m e n d m e n t s ?

S e n a t o r  M i l l e r :  R e l a t e  t o  o t h e r  s t a t u t e s

J o h n  S a n d o r ,  C o m m i s s i o n e r ,  D e pt, o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  

S e n a t o r  P e a r c e :  W h o  h a s  j u r i s d i c t i o n  o v e r  N o r t h  S l o p e  o p e r a t i o n s ?

S a n d o r :  R e s p o n s e

S e n a t o r  P e a r c e :  W h a t  c o u l d  D E C  h a v e  d o n e  t h a t  it d i d n ' t  d o ?

S a n d o r :  R e s p o n s e

S e n a t o r  P e a r c e :  D o e s  b i l l  i m p a c t  y o u r  a b i l i t y  t o  r e s p o n d ?

S a n d o r :  R e s p o n s e

S e n a t o r  P e a r c e :  I d o n ' t  t h i n k  S B  215 is g o i n g  t o  i m p a c t  t h at.

S a n d o r :  R e s p o n s e

S e n a t o r  K e l l y :  Q u e s t i o n

S a n d o r :  R e s p o n s e ,  1 0 , 0 0 0  g a l l o n s .  I s s u e  is n o t  t h e  s i z e  o f  t h e  

S F C - 9 4  - 1 - 3 - 1 - 9 4



s p i l l .

S e n a t o r  F r a n k :  T r y i n g  t o  d e t e r m i n e  h o w  t h e  f u n d  w o r k s .

M i k e  C o n w a y ,  D i r e c t o r ,  D i v i s i o n  of S p i l l  P r e v e n t i o n  a n d  R e s p o r s e ,  
Dept, o f  E n v i r o n m e n t a l  C o n s e r v a t i o n

S e n a t o r  P e a r c e :  W h e r e  is b r e a k  b e t w e e n  D E C  b u d g e t  a n d  4 7 0  f u n d ?

C o n w a y :  R e s p o n s e

S e n a t o r  F r a n k :  S t a t e m e n t s  re: u s e  o f  470 f u n d  f o r  D E C  t r a v e l
a n d  p e r  d iem.

C o n w a y :  R e s p o n s e

S a n d o r :  R e s p o n s e

S e n a t o r  J a c k o :  Q u e s t i o n  re: c a t a s t r o p h i c  a c c o u n t  

S a n d o r :  R e s p o n s e

B o b  Poe, D i r e c t o r ,  I n f o r m a t i o n  a n d  A d m i n i s t r a t i v e  S e r v i c e s ,
D ept, o f  E n v i r o n m e n t a l  C o n s e r v a t i o n

S e n a t o r  F r a n k :  Q u e s t i o n  re: D E C ' s  p a r t  in s p i l l  c l e a n u p .

C o n w a y :  R e s p o n s e ,  a p p r o x .  22 s p i l l s  a n n u a l l y .

S e n a t o r  F r a n k :  Q u e s t i o n  r e g a r d i n g  t o t a l  c o s t s  r e c o v e r e d .

C o n w a y :  I h a v e  t h a u  b a c k  a t  t h e  office.

Poe: R e p o r t s  f r o m  C e n t r a l  a n d  N o r t h e r n  r e g i o n s .

S e n a t o r  F r ^ n k :  Q u e s t i o n

C o n w a y :  R e s p o n s e  r e g a r d i n g  p a y m e n t  f o r  c l e a n u p  a r d  m o n i t o r i n g .

S e n a t o r  F r a n k :  N e e d  c l e a r  p i c t u r e  o f  w h a t  f u n d  s h o u l d  b e  u s e d  for.

Poe: C i t i n g  o f  f i g u r e s  r e l a t i v e  t o  r e s p o n s e  e f f o r t .

C o n w a y :  S t a t e m e n t  re: s p i l l s  w h e r e  w e  h a v e  t o  h i r e  a c o n t r a c t o r
t o  h a n d l e  t h e  s p i l l .

S e n a t o r  P e a r c e :  Q u e s t i o n

C o n w a y :  W i l l  h a v e  t o  l o o k  a t  t h a t  i n f o r m a t i o n .  S t a t e m e n t  re:
h u m a n  e r r o r  p r e v e n t i o n .

S e n a t o r  F r a n k :  A s s u m e  a m o u n t  o f  a c t i v i t y  h a s  n o t  i n c r e a s e d .
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TELECONFERENCE

A n c h o r a g e  -

M a r y  S h i e l d s  
K e n  F r e e m a n  
W a l t  F u r n a c e  -r 
A r d i e  G r a y  °
P a t t i  S a u n d e r s  
T o m  L a k o s h

H o m e r

L a r r y  S m i t h  v
M i k e  O ' M e a r a /
C h a n g e  T a p e ,  SFC-94, #24, s i d e  1

F a i r b a n k s  -

M a r t i n  K i n g  
R a n d y  M c G o v e r n

K o d i a k  -

W a y n e  C o l e m a n  
M a r y  F o r b e s

K e n a i  -

B i l l  F r a z e r  
B i l l  S t a m p s  
G e r a l d  B r o o k m a n

T e s t i m o n y  f r o m  J u n e a u  -

D a v e  P a r i s h ,  E x x o n  C o m p a n y ,  U S A  ( D i s t r i b u t e d  h a n d o u t )

S e n a t o r  K e r t t u l a :  W h o  is y o u r  e m p l o y e r ?

P a r i s h :  E x x o n

S e n a t o r  K e r t t u l a :  D o  y o u  s u p p o r t  n o  l o n g e r  c o n t r i b u t i n g  t o  t h i s
f u n d ?

P a r i s h :  B l a c k m a i l  c l a u s e  is p a r t  o f  e x i s t i n g  law. S u p p o r t  h a v i n g
t h e  e x i s t i n g  s p i l l  r e s e r v e  p r e s e r v e d .

S e n a t o r  K e r t t u l a :  Q u e s t i o n

P a r i s h :  I w o u l d  n o t  p a r a p h r a s e  m y  c o m m e n t s  a s  t h a t  e x t r e m e .
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W e  s u p p o r t  t h e  t r a n s i t i o n  o f  t h e  s p i l l  r e s e r v e  i n t o  s o m e  
t y p e  o f  o n g o i n g  r e s e r v e .

S e n a t o r  K e r t t u l a :  W o u l d  l i k e  t o  t a l k  t o  s o m e  F y o u r  p r i n c i p a l s .
No. t h r e e  man.

P a r ish: S e n a t e  R e s o u r c e s  a d o p t e d  t h a t  p r o v i s i o n .

S e n a t o r  K e r t t u l a :  C o m m e n t .

G i n n y  F aye: T a k e  e x c e p t i o n  t o  c i t i n g  o f  " A l a s k a ' s  O i l  & 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 , "  r e p o r t  b y  B C S B  
M a r k e t i n g  f o r  P r i n c e  W i l l i a m  S o u n d  R e g i o n a l  
C i t i z e n ' s  A d v i s o r  C o u n c i l ,  O i l  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  C o m m i t t e e ,  a s  s o u r c e  o f  h a n d o u t  f i g u r e s .

P a r i s h :  R e s p o n s e ,  r e f e r e n c i n g  p a g e  nos.

Faye: s t a t e m e n t  r e g a r d i n g  w h a t  c h a r t  f a i l s  t o  c o n v e y .

P a r i s h :  L e g i s l a t u r e  h a s  c o n t i n u e d  t o  g o  b a c k  a n d  e x p a n d  u s e  of
t h e  fund.

R u s s e l l  H e a t h ,  A l a s k a  E n v i r o n m e n t a l  L o b b y

S e n a t o r  P e a r c e :  S t a t e m e n t  re: f a c t  t h a t  t h e  f u n d  b y  w o u l d  e m p t i e d
b y  a b u d g e t  c r u n c h .  L a c k  o f  e s t a b l i s h m e n t  

o f  c o r p s  a n d  d e p o t s .

Heath: D o  n o t  s e e  h o w  S B  215 s o l v e s  t h e  p r o b l e m .  D i s p u t e  b e t w e e n
Dept, o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  a n d  Dept, o f  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 .

R e v e r s e  T a p e ,  S FC-94 , #24, S i d e  2

S e n a t o r  P e a r c e :  S t a t e m e n t  r e g a r d i n g  D E C  b u d g e t .  R e q u e s t  t h a t
D E C  p r o v i d e  i n f o r m a t i o n  s o u g h t  b y  S e n a t  r Fra n k .

S e n a t o r  K e r t t u l a :  F a x  no. f o r  w r i t t e n  t e s t i m o n y .

S e n a t o r  F r a n k :  A d d i t i o n a l  r e q u e s t  f o r  info, f r o m  DEC.

J e r r y  M c C u n e ,  C o r d o v a  D i s t r i c t  F i s h e r m e n  U n i t e d ,  a n d  U n i t e d  
F i s h e r m e n  o f  A l a s k a

ADJOURNMENT
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R ev is io n  D ate: ______

STATE O F ALASKA
1994 LEG ISLA TIV E SESSION

BILL NO. SB 215

' ' r s  >■ )
E ffe cted : A dm in is tra tion

Title : "An  A c t  redesign ing  th e  oil/hazardou;

s u b s ta n ce  release re sp o n se  fund ' ..."______

S p o n so r : S e n a to r  M iller____________________

R e q u es to r : S e n a te  R e s o u r ce s

Ex p en d itu res/ R even u es :

C o m p o n e n t :  F in a n ce

C O M P O N E N T  S E R I A L .5S_

O P E R A T IN G F Y  9 4 F Y  9 5 F Y  9 6 F Y  97 F Y  9 8 F Y  99

P E R S O N A L 0 0 0 0 0 0

T R A V E L 0 0 0 0 0 0

C O N T R A C T U A L 0 0 0 0 0 0
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IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - SECOND SESSION 

B Y  T H E  H O U S E  C O M M U N I T Y  A N D  R E G I O N A L  A F F A I R S  C O M M I T T E E

O f f e r e d :

R e fe r r e d :

S p o n s o r s ) :  S E N A T O R S  F R A N K ,  K e r t tu la ,  M i l le r ,  R ie g e r , T a y lo r ,  S h a r p

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to the University of Alaska and university land, authorizing the

2 University of Alaska to select additional state public domain land, and defining

3 net income from the University of Alaska’s endowment trust fund as 'university

4  receipts’ subject to prior legislative appropriation; and providing for an effective

5 date."

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

7 * Section I. FINDINGS AND PURPOSE. The legislature finds that

8  (1) as the beneficiary under the provisions of the Acts of August 30, 1890, and

9 March 4, 1907, designating the Alaska Agricultural College and School of Mines as

10 beneficiary, and of March 4, 1915, 38 Stat. 1214, transferring certain land for its location and

11 support, the University of Alaska is a land grant university;

12 (2) under the Acts of March 4, 1915, 38 Stat 1214, and January 21, 1929, 45

13 Stat. 1091, the Congress of the United States granted to the Territory of Alaska certain federal

H O U S E  C S  F O R  C S  F O R  S E N A T E  B IL L  N O . 2 1 7 (C R A )
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1 land to be held in trust fo r the benefit o f  the predecessor o f the U n ivers ity  o f  Alaska;

2 (3) the T e rrito ry  was unable to receive most o f the land conveyed by the A ct

3 o f  M arch 4, 1915, before repeal o f  that A ct by Sec. 6(k) o f the Alaska Statehood A c t (P.L.
4 85-508, 72 Stat. 339);

5 (4) the Congress o f  the U nited States granted the State o f  A laska the righ t to

6 select 102,500,000 acres o f  federal land under Sec. 6(b) o f the A laska Statehood A ct;

7 (5) the land selection rights embodied in  the Alaska Statehood A c t re flec t in

8 pan congressional recogn ition  that the state w ou ld  need the land to support its governm ent and

9 i programs, and the Congress assumed that the State o f  Alaska w ou ld  in  turn devote some o f

10 the land o r the income from  it  fo r the use and benefit o f  the U n ive rs ity  o f  A laska;

11 (6) most land grant colleges in  the western United States have obtained a larger

12 land grant from  the federal governm ent than the U niversity o f  A laska has received;

13 (7) an academ ically strong and financ ia lly  secure state un ivers ity  system is a

14 cornerstone to the long-term  developm ent o f  a stable population and to a healthy, diverse

15 econom y in  the state; and

16 (8) i t  is in  the best interests o f  the state and the U n ive rs ity  o f  A laska that the

17 un ivers ity  take ownership o f  a s ign ifican t and substantial portfo lio  o f  income producing land

18 in  o rder to provide incom e fo r  the support o f  pub lic higher education in  the state.

19 *  Sec. 2. AS 14.40.170(a) is amended to read:

20 (a) The Board o f  Regents shall

21 (1) appoint the president o f  the university by a m a jo rity  vote o f  the

22 w hole board, and the president may attend meetings o f  the board;

23 (2) f ix  the compensation o f the president o f  the un ivers ity , a ll heads o f

24 departments, professors, teachers, instructors, and other o fficers;

25 (3) confe r such appropriate degrees as it  may determ ine and prescribe;

26 (4) have the care, control, and management o f

27 (A ) a ll the real and personal property o f  the un ivers ity ; and

28 (B ) land

29 111 conveyed to the Board o f  Regents by the

30 com m issioner o f  natural resources in  the settlement o f  th * c la im  o f  the

31 U n ive rs ity  o f  A laska to land granted to the state in  accordance w ith  the
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A ct o f March 4, 1915 (38 Stat. 1214), as amended* and in  accordance | 

w ith the A c t o f January 21, 1929 (45 Stat. 1091), as amended; and

( ii)  selected bv the U n ive rs ity  o f  A laska and conveyed i 
to  it  by the com m iss ioner o f  n a tu ra l resources unde r AS 14.40.365. 

except as p rov ided  in  AS 14.40.368(2):

(5) keep a correct and easily understood record o f  the m inutes o f every 

m eeting and a ll acts done by it  in pursuance o f  its duties;

(6) under procedures to be established by the com m issioner o f  

adm inistration, and in accordance w ith  existing procedures fo r other state agencies, 

have the care, control, and management o f  a ll money o f  the un ivers ity  and keep a 

com plete record o f  all money received and disbursed;

(7) adopt reasonable rules fo r the prudent trust management and the 

long-term  financia l benefit to the un ivers ity  o f  the land o f  the university;

(8) provide pub lic  notice o f  sales, leases, exchanges, and transfers o f  

the land o f  the university or o f  interests in  land o f  the university;

(9) report each year w ith in  the firs t 10 days o f  the convening o f  a 

regular session o f  the legislature on the expenditures made during the preceding fisca l 

year from  the funds o f  the U n ivers ity  o f  A laska that are derived f  n sales, leases, 

exchanges, o r transfers o f  the land o f  the university o r o f i  i  sts in  land o f  the 

un ivers ity

IA 1  that were conveyed to the U n ivers ity  o f  A laska in  I 

settlement o f  the c la im  o f  the U n ive rs ity  o f  A laska to land granted to the s'ate 

in  accordance w ith  the A c t o f M arch 4, 1915 (38 S ta t 1214), as amended, and 

in  accordance w ith  the A c t o f  January 21, 1929 (45 S ta t 1091), as amended^ 

and

(B ) th a t were selected bv  and  conveyed to  the U n iv e rs ity  o f  

A laska u nd e r AS 14.40365.

*  Sec. 3. AS 14.40.291 is amended to read;

Sec. 14.40.291. L A N D  O F T H E  U N IV E R S IT Y  O F A L A S K A  N O T  P U B L IC  

D O M A IN  L A N D . Notw ithstanding any other provis ion  o f  law, university-grant land, 

state replacement land that becomes university-grant land on conveyance to the

-3- HCS CSSB 217(CRA)
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university, land  selected bv and conveyed to  the U n ive rs ity  o f  A laska  und e r 

AS 14.40.365, and any other land owned by the U n ivers ity  o f  A laska is not and may 

not be treated as state public dom ain land. T ide  to or interest in  [T O ] land described 

in  this section may not be acquired by adverse possession, prescription, o r in  any other 

manner except by conveyance from  the university. The land is subject to 

condemnation fo r pub lic  purpose in  accordance w ith  law.

*  Sec. 4. AS 14.40 is amended by adding a new section to read:

Sec. 14.40.365. U N IV E R S IT Y  L A N D  FR O M  S T A T E H O O D  A C T  L A N D  

S E LE C T IO N  C O N V E Y A N C E S , (a) The U n ivers ity  o f  A laska m ay select and is 

en titled  to receive the conveyance o f  500,000 acres o f  land conveyed to the state under 

Sec. 6 (b) o f  the A laska Statehood A c t (P.L. 85-508, 72 Stat. 339) that, on the date o f  

its selection by the university,

(1) has not been conveyed by the state;

(2) has not been reserved by law  from  the pub lic  dom ain;

(3) is not land

(A ) included in  a five -year proposed o il and gas leasing 

program under AS 38.05.180(b); o r

(B ) leased under, o r fo r  which a lease app lica tion  is pending 

under, AS 38.05.180(d);

(4) is not subject to a possessory interest o r encumbrance other than

(A ) a lease that is not an o il o r gas lease;

(B ) a tim ber contract;

(C ) a m in ing  cla im ;

(D ) a sale o f  materials under AS 38.05.110 - 38.05.120;

(E) a land use perm it o r righ t-o f-w ay issued by the Departm ent 

o f  Natural Resources under AS 38.05;

(5) is not necessary to cany out the purpose o f  an interagency land 

management agreement; or

(6) is not subject to conveyance under a land exchange o r land 

settlement agreement.

(b) Notw ithstanding AS  38.05.125(a), the transfer o f  ow nersh ip  and
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