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TESTIMONY TO THE
HOUSE RESOURCES COMMITTEE
HB 238 (2/3/94 CS WORK DRAFT)

The 5th anniversary of the Exxon Valdez disaster is upon us.

Do you remember what 1t was like in coastal communities? A

surprising number of us still experience the spill®s effects.
And we remember why we had to go through all of it.

We remember an oil industry prideful and arrogant iIn its
unwillingness to provide reasonable and necessary prevention
and response measures. We remember meek and i1neffectual
federal and state regulators emasculated by the money and
power of the industry. And we know how 1t feels to be
sacrificed for the greed, comfort, and convenience of others.
We never want to see it happen again. Never.

As legislators with the knowledge, of that experience you have
the sacred responsibility to see that it never does.

House Bill 233 was originally conceived at the behest of an
oil industry intent on avoiding payment of the five-cent per
barrel surcharge imposed after the spill. Industry would
deny the people of Alaska money needed to offset the risks
and damages resulting from oil and gas activities.

Underneath 21 pages of complicated wording.- HB238 seems still
to be a vehicle for granting the oil iIndustry a massive tax
reduction.

At least iIn the face of all the public testimony in
opposition to this bill some accommodations to common sense
and decency have found their way into the committee
substitute. You are to be commended for:

Including hazardous substances as a subject of the bill

Redefining "‘catastrophic release” to include spills of
10,000 barrels or more

Providing some mechanism for minimal funding of response
preparation, prevention, and mitigation.

Unfortunately, the bottom line is that splitting the fund iIn
two assures i1nadequate funding for all aspects of spill
prevention and response.



MnR 15 '94 14=45 LEG. HFFhIRS - HOMER p.3/3

HB 233, O"Meara, 3/15/94

Legislative appropriation of the surcharge to the funds
regains discretionary, with no assurance to the public that
needed programs will he supported. Limitations on the uses
of money in the funds and deletion of annual, required
revision of state and regional contingency plans reflects a
stronger desire on the part of the legislature to assure
savings for the oil iIndustry than to prevent and respond
effectively to spills. And the $50 million cap on the
“catastrophic response" fund, combined with a $10 million per
spill limit is a farce, iIn light of the costs of attempting
to deal with the Exxon Valdoz disaster.

Considering all of this I would make the following
recommendations regarding HB 235.

Heed public concerns and scrap the bill — but If you feel
you must pass something, focus on the welfare of the people

above all else:

Simplify and shorten the bill so that ordinary people can
read i1t and understand

Increase the surcharge to ten-cents per barrel

IT you must split the fund, apply 5-cents to "catastrophic
response’ and 5-cents to preparation, prevention, and
mitigation

Increase the 'catastrophic response”™ fund cap to at least
$100 million

Remove per spill expenditure limits

Retain your revised definition of 'catastrophic’” and
continue to include hazardous substances

Find a way to make appropriations to both funds and all
accounts mandatory.

Remember the Exxon Valdez. Remember the reasons i1t occurred.
I find 1t difficult to believe that any of you would wish to
be counted among those responsible for the next major spill.
Tell the oil industry that to be welcome iIn Alaska i1t must be
willing to pay i1ts way by preserving and improving the '470"
fund. Kill HB238.

END OF DOCUMENT
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LEGISLATIVE BUDGET AND AUDIT COMMITTEE

DiVIMurs OF LEGISLATIVE AUDIT

The Legislative Budget and Audit Committee E a
permanent interim  committee of the Alaska
Legislature. The committee & made up of five
senators and five representatives, with one altermate
from each legislative chamber. The chairmanship of
the committee altemates between the two chambers
every legislature.

The committee is responsible for providing the
legisiaiure with audits of state government agencies.
The programs and activities of state government now
cost more than S5 billion a year. As legislators and
adninistrators  try incressingly t© allocate state
revenues effectively and make government work more
efficiently, they need information to evaluate the work
of governmental agencies. The audit work performed
by the Division of Legislative Audit helps provide
that information.

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

Audits are performed a the direction of the
Legislative Budget andAudit Commutes. Individual
legislators or commatees can submit requests for
audits of specific programs or agencies o the
committee for consideration. Copies of all completed
audits are available from the Division of Legislative
Audit"s offices in either Anchorage or Juneau.

BUDGET AND AUDIT COMMITTEE

Senator Randy Phillips, Chairman
Senator Al Adams

Senator Steve Frank

Senator Steve Rieger

Senator Bert Sharp

Senator Jay Kerttula (altemate)

Representative Terry Martin, Vice Chair
Representative John Davies
Representative Mark Hanley
Representative Ron Larson
Representative Eileen MacLean
Representative Sean Parmell (altemate™l

DIVISION OF LEGISLATIVE AUDIT

Randy S. Welker, CPA
Legislative Auditor

Merle R. Jenson, CPA
Deputy Legislative Auditor

P.0. Box 113300
Juneau, Alaska 99811-3300

(907) 465-3830, Junean
(907) 561-1445, Anchorage
(07) 465-2347, Juneau FAX
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ALASKA STATE LEGISLATURE

LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Audit

PO, Box 113
Juneau.%%_ -0
January 10 14 FAX

Members of the Le_?islative Budget
and Audit Committee:

In accordance with the provi.sions of Title 2- ol the Aia.ska Statutes, the attached report fi
submitted lor your review.

DEPARTMENT OF ENVIRONMENTAL CONSERVATION
OIL AND HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND

January 10 194

Audit Contrul Number
18-4466-4-1

The objective or the audit was to review ii%/ ISsues relating to the Oil and Hazardous
Substanice Release Response Fund within the Department of Environmental Conservation.

The audit was conducted in accordance with generally accepted government _auditing
standards. ~ Fieldwork E)r_ocedures utilized in the” course. of developing the fmdmgs an
discussion presented in this report are discu.\v>cd in the Objectives. Scope, and Methadology

beginning on page one.

Ran_sdﬁc_ C\/\/elke_r. CPA
Legi-Tative Auditor



OBJECTIVES. SCOPE- AND METHODOLOGY

in accordance with Title. 2- or the Alaska Statutes and a sPecia_I request hy the Legislative
Budget and Audit Committee, we conducted a review of policy issues relating to the Oii and
Hazardous Substance Release Response Fund (Response” Fund) administered by the
Department of Environmental Conservation iDEG.

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 t0:

Review the history of the Response Fund: including the original purposes of the tunc,
the reasons for establishing a 5¢ per barrel of oil Surcharge, ana 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 accountin%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.

[EEEN

Scooe

We focused our examination on the legislative history of the Response Fund, the budgzeting
process for FY 9L through FY 94 and FY 92 and FY 93 expenditures that were related o

Melected projects.

Methodology

QOur evaluation of policy issues ielating to the Response Fund involved review and analysis
of the following documents:

1 Alaska Statute 46.08. Qil and Hazardous Substance Releases.

2 Information ertai% to 1986 House Bill 470 which eventually passed as
Chapter 59. SLA

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT
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Information gertainin to 19X9's Senate
Chapter 13SLA 190

Information gertainin to 1089's Senate
Chapter 20.5LA 19,

. . -
r”{ff”f”?}'r?” _[()eKtana{p(g to 19X9's House
Information gertainin t01989% Senate
Chapter 90. SLA 199

Information perraining  to 1989 s Senate
Chapter 112 5LA

Information ertainir]1889 to 1989'sSenate
Chapter 113 SLA 1980

Information pertaining  to  1990°s House
Chapter 190 SLA

Information pertaining 019905 House
Chapter 191 SLA 1990,

Information Dertaining  t01990's House
Chapter 199, SLA 1990,

Information ertainin% t0101"s Senate
Chapter 48. SLA 199t

Information ertainin? to 1991's Senate
Chapter 83 SLA 1991.

Bill 147 which eventually passed as
Bil 256 which eventually passed as
Bll & which eventually passed &
Bl 261 which eventually oassed as
Bil 2600 which eventually passeo as
Bl 264 which eventually passed as
Bill 566 which eventually passed &
Bill 567 which eventually passed as
Bill 578 which eventually passed as
Bil 166 which eventually passed as

Bll 25 which eventuarty passed as

Fiscal Years 1991 1992 1993 and 1994 budget documents related m the

Response Fund.

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

Response Fund Annual Reports for FY 87 through FY 93

DEC Policy Statements on the Response Fund.

Attorney General Opinions and memorandums on the Response Fund.

Industry contingency plans and corresponding documentation maintained at DEC.

ALASKA STATE .LEGISLATURE

DIVISION OF LEGISLATIVE AUDIT



2. Documents pertaining to DEC "p:!l re'pon'eN  peiiji' Neve:r.cer 8 1993
2l DEC database information and other aecumentatton related :c contaminated sites.

2. Qil Spill Commission Final Report.

A pamphlet put out by the Prince William Sound Regional Citizens' Advisory
Council entitled "Then ‘anil yaw: Changes Since ihe Exxon \'alclez Oil Spill."

2-. Newspaper covenue regarding the Response Fund and its usage.

Additionally, we interviewed the following:

1 Staff within DEC.

2. Staff within Department of Military ana Veterans Affairs.

3 Staff within Division of Legislative Finance.

4. Staff of Office of the Governor. Office of Management and 3udget.
5

0

Staff within Division of Legal Services

Chairman of the former Alaska Ol Spill Commission and current chairman or
Hazardous Substance Technolouv Review Council.

ALASKA STATE LEGISLATURE DIMISION Of LEGISLATIVE AUDIT
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ORGAMZATIQN' AND FUNCTION

The 1986 Alaska State Legislature passed House Bill (HB) 470 Chso.s1a J. a ill re_latmg
<) the release ot all and "hazardous substances. This legislation established an Qi an
Hazardous Substance Release Response Fund. (Response Fund) on July I, 1986 with
appropriations Irom three different sources totalling S80666. S153,677 frgm ihe balance
the il Spil Mltlg&tlon Account. 5221989 from the balance of the Qil Spill Expense

_ 1 GO0 EY S7 capital budget appropriation. The facing page illustrates
flowinto and out of the Response Fund.

Between 198 and 1989, deposits into the Response und were made from general fund
appropriations and from the Ol and Hazardous Substance Release Mitigation Account
¥m|t|_gat|on account). This account Is composed of money recovered from parries responsible
or oii and hazardous substance spills through cost recovery and fines, penalties, or gamage".
Money in the mitigation account may be appropriated each ?/ear to_the Response Fund.” In
the past, the legislature has also approh)rlaed mongy from the mitigation account into the
storage. tank asSistance fund and to the Alaska Energy Authority's program directed a
upgrading buik fuel storage systems.

In 1989, the legislature enacted statutes which levied a surcharge of 5c per barrel of taxable
ol produced from each lease or property in the State. The commissioner of the Department
of Administration accounts for the money in a separate general fund account, which is
commonly called the Qil Surcharge Account (Surcharge account). As explained on Page B
in Background Information, the slrcharge is su {ect to suspension and reimposition if ce-tain
criteria are met. Between FY 87 and FY 94. a total of 5109.200.000 has been appropriated
10 the_ResP_onse Fund from the surcharge account and S5.033,600 has been apprognated from
e mitigation account. In addition, the legislature nas ?pr&g”ated Inexcess of 574.000.000
front the general fund to the Response Fund through FY

Money left over in the Response Fund after ll aPproprlatlons have_been made to agencies
for their operatlnB 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 ug. 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 does not
budget for "response” to releases of ail or other hazardous substances, so all spill” reserve
expenditures are unbudgeted response activities.

DEC can_only make expenditures out of the Response Fund with specific legislative
appropriation, “except for emerge_ncY releases of il or hazardous substances paid out of the
spill reserve. Each year the legislature determines what prO{ects and activities will be paid
lor out of the Response fund. “In addition to DEC. twelve state agencies have been funded
with monies from ihe Response Fund. These agencies have been active in contingency S[%Ian
review, state master and regional contingency planning, and working with " the” State
Emergency Response Commission.

ALASKA STATU LEGISLATURE -5- DIVTSON OF LEGISLATIVE AUDIT



5ml: Prevention and Response Dimsion

Within DEC. the primary user of the Response Fund is the Spiil Prevention anc Response
Division (SPAR). SPAR was created. In Ju% IOL for the purposeof preventingand

responding to negative_ impacts to public heal

ana theenvironment caused by ail"and

hazardous substance spills.” The division administers fourprograms:

The Government Preparedness and Response Prouram IGPRP) was developed to

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 s on the State's ability t 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 pians_for oil and hazardous discharge. An integral”part in the planning
process is the State Emergency Response Commission (SERC).

GPRP provides staff suRpo_rt to SERC. SERC evolved from the federal Superfund
Amendments and Reauthorization Act (]986%. This legislation required the State to
minimize tne impact on human health and the environment from oil and hazardous
substance releases by fauhtatmgi_ local. regional, and statewide response planning.
SERC was established by executive order In iyS7 but did not become operational

until FY 9L

The commission, is comprised of the commissioners or their designees of eight state
agencies, the adjutant general or his d_eagnee, and seven public members appointed
by the governor. To fne 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
Committegs (LEPng. comment on local emergency plans, Prowde technical assistance
o LEPCs. and recelve and process information requests from the public.

The Industry Preparedness Protzram MPP) focuses on the oil industry’s ahility to
Prevent and respond to releases or threatened releases of ail. Statute requires incistry
0 submit proof they have both the financial ability and physical ability to respond fo
releases. Their physical ability is demonstrated by a contingency plan"which must be
approved before obtaining a permit to operate.  Contingency plan requirements appl

t0 ol tank vessels, barges, crude oil pipelines, and dnshore and offshore o

exploration and production facilities. In addition, oil terminal facilities that contain
an amount of product specified in statute must_have a contingency plan. PP is
responsible for reviewing, approving, and testing contingency plans as well &
ensuring operators meet the financial”responsibility requirements set out in statute.

The Contaminated Sites Remediation prouram was created to abate threats, to public
health and the environment lposed by sites contaminated by |mpro_Per disposal or
discharges or hazardous substances. "The number of contaminated sites is large and
ever inCreasing. The program attempts to identify and assess contaminated sites and
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ascertain their potential threat to public health and the environment.  With this
information, contaminated sites can be prioritized sc those -ties posing the greatest
threat are addressed first,  The method, by which ‘lie program . addresses a
contaminated sice depends on the Iidentity”of the, party reSpansible for the
contamination. Cooperative aPreements are.in piace with the federal government
clean up sites where the federal” government is the responsible party. A'memorandum
of agreement exists between sevéral state departments to address chose sites where the
Si..t8 is the responsible party. For sites where a responsible party is VVI||In% to heip
clean up. the program provides oversignt. If a site poses a sulbstantial thredt and.no
responsible party"has been identified or the responsible party is unable or unwilling
to clean up. the"State will cake the ieaa cleanup efforts.

4 The Underground Stor%%e Tank program assists owners and operators in meetm%
federal regulations.  These regulations require new underground storage tan
installations to meet national standards and tanks already in Operation Phas,e—ln_to
meet those standards. Fed.ral 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_mltlﬁ]atlon account_thereby reducing funding that Hows from the mitigation
account into fhe 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
provige technical guidance to the four regions.of DEC so that programs are implemented in
an effective and consistent manner across regions.

DEC has been divided into Northern Region. Soutncentral Reglon. Southeast. Region, and
Pipeline Corridor Region. Regional managers report directly fo the commissioner and are
responsible for making sure SPAR proqram Objectives, as Well as other divisions’ program
oPg_chves are accomplished. Regional offices assume line authority of district and field
office staffs. Actual work on confaminated Sites, il response, _SPLII drill. and inspections,
ana review of contingency plans Is accomoiished primarily by district offices with support

from their region.
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PIRPOSFS OFTHK RKSPONSK FUND

Senate Bill 261
[Ch 90. SLA 9]

House Biil 470
[Ch 59. SLA Shj

reworced by:
HB 567 [Ch 19 .SLA 901
HB 566 ICh 190. SLA 901

House Bill 567
|Ch 191. SLA 901

reworded hy:
HB 567 |Ch 191. SLA 9§
HB 566 ICh 19). SLA HOI

ALASKA STATE LEGISLATURE

AS 46.08.040

in addition o TONEY Mtre fund thet is transferred © the
commissioner of community and regional affairs to make grants
under AS 29.60.51(1 and to pay for impact assessments under
AS 29.60.560. the commissioner of environmental conservation
may use monev from :he fund ©

t () inestigate and evaiuatc the release or threatened release of
all or a hazardous substance and

contain, clean wp. and lake other necessary action, such as
monitoring and assessing, to address a release or threatened
release of ail or a linzardous substance that poses an
iininutem and suhstaniial Utreat to the public health or
velfare, or lo Ihe environment:

MBY ait QUMY incurred 1o
(Al estahiish and maintain Lite oil and hazardous substnnc
response office:

"B) review oil discharge prevention and contingency plans
submitted under AS 46.04.030:

iCi conduct training, response exercises, inspections, and
1ests, in order to verify equipment inventories and ability
1o prevent and respond io oil and hazardous, substance
release emergencies, and to undertake oilier activities
intended to erify or establish the preparedness of the
Mate, d municipality, or a party reguired by AS .
46.04.030 to have an approved contingency plan to act
in aceurdatice with that plan; and

«Di t \erify or establish proof of financial.responsibility
required Iw AS 46.04.040:

pay the expenses incurred by the Alaska division of

cmei eency ".ervicss for the il and hazardous substance
V"pniiNC corps and The oil and hazardous subsiance response
depots when presented with appropriate documentation by
ihe dr.iMoii:

DIVISION Of LEGISLATIVE AUDIT



Kntiv. 3iii -70
i "D.SLA. 561

Senate Biil 261
ICIi VO. SL.A X«|

House Bill 566
ICh 190. SLA 901

House Bill 57X
Ch 199. SLA 901

Senate Bill 165
jCh AX. SLA 911

CLASKA STATE LEGISLATURE

A

©®

161

(1)

provide matching funds lor participation in federal oii
datiiitige cleanup activities and under 2 C.5.C. 9601-9657
tCompieiie.MMve Environinentai Response. Compensation.

.ind Liability Act oi i8lli:

recover ihe costs to the stale, a municiptiiiiy. or a village of a
containment and cleiutup resulting Qotn the release or Iie
threatened release of ail or a Imzordous substance:

prepare, review, and revise
(A) ihe state s masier aii and hazardous substance discharge
prevention and coniingency plan required by
AS -6 1U.Lot); and
iB) a regional masier ail ;uid hazardous substance discharge
prevention and eoimngoncy plati required by
AS -6.1U.2): and
resiore the environment by addressing the effects of an aii or
hazardous substance release.

ibi When the governor declares a dissster related to an oil or
he/;irdbli.s sub™iance discharge emergency under AS 26.23.020(C).
the governor may. during the effective period of ihe disaster

©

@

emer
emer
Notw
fund

gency, use money from die fund 1o respond to the dissster

gency -

ithstanding other provisions of this section, money from the
may not he used for a purpose specified in @@ )- (7) and

(d)(2) of this section unless money isavailable from an
appropriation made specifically for that purpose.

Upon request Horn

®

0

the Alaska Legislative Council, the commissioner shall use
monev front ihe fund to reimburse the Alaska Legislative
Council lor expenditures thet it snakes for the operation of the
Ciu/vn.L Oversight Council on Oil and Other Hazardous
Substances, established under AS 24,20.600: and

Lite commi inner of transportation and public fecilities, die
cominis.Moncr shall transfer money from the fund t© the
Depaituiciii oif Transportation and Public Fecilities ro pay for
the .oiiMmction or rolurbishinent of one or more vessels of
the Alaska maiino highway system diat liae the capability to
assist in ics|nmding to soills of oil and hazardous substances:
in expending money in the fund whose use for vessels of the
marine Inehwny system isauthorized by AS 19.65.025 and
this p.trmguph. the commissioner gall give priority t©
oofi“Uiiciioli ot one or more new vessels that have the
cluiractciistics required hv this paragraph.
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3AC<GRO1A D INFORMATION

The Respon.se Fond was estabil.sneri with the passage o' House 3iil =70 in 1986 L(Zh 1A
Hla il ba/the leuisiature and the governor signing the oii! into law. The hill, which was
sponsore by_RePresentatlve Mike™ Davis, created the Response Fund in the state genera!
fund. The(lfgsla ure Set out their reason for establishing the Resloonse Fund in the Purpose.
AS 46.0n.006. In that stated purpose, they declared the release of oil or hazardous
substances presents a substantial threat to public health, to the environpment, and fo the
economy of the State. The Response Fund was to ?rowde_ a readily available fund for the
payment of expenses incurred by DEC in protecting the environment’from oil and hazardous

substances releases.

Oriumal uses of the Response Fund

The commissioner of DEC was named the Response Fund administrator and wes authorized
0 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 thal poses
an imminent and substantial threat to the public hear'  mmelfare, or t0 the

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

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

Alaska Statute 46.0:5.010 specifically disallowed using the fund for capital improvements.!
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 “ro invest!pare and deal wiill sites where poor management of waste disposal

may have occurred in the past. "
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 rines. é)e_naIUes, or damages. recovered because of an ail or
hazardous release would be deposited in the general fund into a sP]emaI account called the
mitigation account. The legislature could annually appropriate to the Response Fund a sum

"Capital improvmncni® isdefined INAS 46.0S inmean "™m.uninuin. renovation. repair of. and improvement
iu.abudding. bin ace< mil inrimle other improvements to real pinpenv. such us construction ofa dike or retaining

wall. <
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equal to the. amount received in the mitigation account during the calendar year precedin
nght IIegls ative session. ’ J year preceding

Legislature reacts to Exxon \'aiag: grounding

No new legislation was introguced or passed regarding the Response Fund between June i.
19%. the effective date of the onﬁn_nal legislation, and March 24. 1989 when the Exxon
Wilcie: hit Bligh Reef in Prince William Sound. After that incicent, six bills, were enacted
N«Utha: aTectr  T: 72-ponse Fund. The current purposes of the fund with annotation
of the hill and date of each section change can oe found a, pagies 8and 9 Senate Bill 247
(12 SLAXq went into effect iusc 20 days after the Exxon Vuhicz oil spill and was to cover
expenditures necessitated hy the state response. The legislature appropriated S0 million @
ihe Response Fund, of which SI0 million came from ihé general fund-and SIO million came
g?xm general fund program receipts, which were to be reimbursement of cleanup costs from
on.

Senate Bill QSB) 2% |Ch 2.4 39, wnile being approved by ihe governor on May 11 1989,
Was madle retroactive so that the eftective date Was March 24 theday 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 il of a hazardous substance. “Previously’the statute
had allowed DEC to seek cost recovery, but did not requwe the dei)artment t0 do s0. Senate
Bill 256 also permitted DEC to reimbirse a municipality for actual expenses incurred in the
abatement of a release If the municipality entered into an agreement with DEC.

House _BiI_I_68¥C!i av. sta X. which had an effective date of May 13 1989, proviged for
strict liability tor the reledse of a hazardous substance. A nei section was added to
AS 46.08 1o allow the State to place a lien for expenditures by the State from the Response
Fund aTgamst 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 Pass_age and signing into law Senate
Bills 261 hw.sta  and 264 |ci 113 sta xm  FrOm testimony at public_ hearings, it was
apparent that residents of the State did not trust the oil industry to live up to_their
responsibilities identified in contingency (Pl_ans. Residents discussed tfe need for ol facilities
to be inspected and for unannounced” arills to test industry's ability to implement their
contingency plans. Residents also expressed that DEC needed to be ‘adequately funded to
up%reg e monitoring and response efforts. Many residents voiced support for the oil industry
to e held stn(_:t_lg liable for their spills, but a the same time have an indgpendent state
response capability. The two senate bills recognized this concern by _contam_mgi ientical
Findings and Purpose, which included, "the March 24, 19X9, oil spill disaster in the Prince
William Sound demonstrates a need for the state to have an independent spill containment

and cleanup capability."

Prior io ihe statute amendment, ihe municipality could only he reimbursed if the agreement had been entered
into before Ihe expenses were incurred.
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Senate Bill ol udced a vate master pian and regionalmaster plans to the autie.  of DEC
The State Master Pian. which was to be addressed in AS 460H-200. includedrequiring or
scheduling unannounced oil spill drills 10 test the sufficiency of an oil terminal facihtv
discharge "prevention and, contingency plan, ihe preparation,” review, and revision of the
state master pian and regional master pians were added as the fourth authorized use of the
lunc. In addition, the first use or the fund wes amended to include investigate and evaluate
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 oii or
hazardous substance release.

Senate Bill 264 established an all and hazardous substance response office in DEC. That
office was authorized to establish emergenc response depots, which would be staffed and
equped in areas of the state determined to e potential sites of releases of oii or hazardous
substances. The response office was authorized to establish response_corps, which were to
be in the ngartment of Military and Veterans' Affairs (DMVA). Division of Emergency
Services (DES). The corps would consist of volunteers wno register with the office and arc
trained by the office in techniques for containment and cIeanuEé The costs for the response
g

office, dépots, and corps were included as a purpose of the Response Fund.
Imposition of a & per barrel conservation surer.tree

The passage of SB 200 (Ch iZ A . which was -'ponsored by Senator Jaimar Kentula and
co-sponsored by Senator Mike Szvmanski. levied a ze Per barrél surcharge on crude ail. The
sponsor statement cated April 11 1989 said ihe 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 arc available co meet the State's responsibility

for oil spill clean .

Since the legislature cannot dedicate revenues :n anﬁﬁé)lece of legislation without a
constitutional amendment, a clause was included in SB 260 to encourafqe the apﬁ)ropnanon
of the surcharge from the surcharge accent into the Response Fund. _ITthe legislature does
not appropriate the balance of the surcharge account to the ResPonse Fund or if the governor
vetoes or reduces the appropriation of the surcharge account to the Response Fund, the
surcharge would not be Tmposed that fiscal year

The surcharge would also be suspended by the tnmmisMoner of the Department of Revenue
if the commissioner of the Department of Administration reported that the difference be'ween
the cjmulative total of surcharge mongy appropriated, fo the Response Fund equals or
exceeds the amount expended Dy the find n> 100 million.  If the surcharge had been
suspended, it could be reimposed"if the conimhMnnc of the Department of Administration
repons that the difference is less than S60 million.

During committee meetings regarding SB 200, discussion was held as to how |°”E the
imposition was_likely to remain in effect hased on expenditures from the Response Fund.
One senator pointed out that 13ail spill related pieces of legislation were currentl ﬁendmg
and passage of them all would create more expenditures from the Response Fund than ha

ALASKA STATE LEGISLATVXE DIVISION OF LEGISLATIVE ALDIT



occurred -0 fur. A member or’ legislative counsel >Preed that there would be an unlimited
oraw rrom the Response Fund, buf the sponsor or the legislation .d the draw could not be
unlimited. ~ Expendiitures from the Response Fund were limited by what revenues were
produced by the 5c per barrel. Legislative counsel explained that, “through legislation and
vanues. the Ieglslature establishes ihe purposes for which the fund can he used," In th
Fmdmgs and Purpose of the enacted piece of legislation, the legislature explained their
pUIpose by statmgf

mi The legislature finds tha: the Mann 24. 19P9. oil spill disaster in
Prince William Sound demonstrates a need for thestate ro have an
independent spill containment and cleanup capability in the event of future
discharges of oil or a hazardous substance.

thi It is the purpose of this Act to provide assurance  to the People of the
state that their health, safety, and weII—bem% wall be protected from the
adverse consequences of oil and hazardous substance releases ofa magnitude

that presents a grave and substantial threat to theeconomy and the
environment of the stare.

Uses of Response Fund continue to expana

House_ Bill 567 |Ch 11 .sLa () extended the number of the purposes of the fund which were
to review ail discharge prévention 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 resPon_S|b|I|ty. The hill also
clarified DEC's reporting regmrements on the Response Fund to includg describing each
personal services position and total compensation for the position, each contract in excess
of $20,000. and each purchase in excess of S10.000.

House Bill 566 1cn 10. s1a00a 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 [ocal emergency planning districts and_ establish local
emergency planning committees, SERC was to réview and approve local, regional, and state
plans” for hazardous substance discharge response.

House Bill -170 had retired ihe commissioner of DEC :0 submit an annual report o the legislature. The
report had to include ihe amount of money expended from ihe lund in me preceding fisal year, the amount and
source of money received, a summary of municipal participation in responses paid by the fund, a detailed summar
of department activitjes paid by die fund, and ihe projected COM tor ihe next hscal vear of monitoring sues ail
or hazardous waste The report also had o include a summary of contaminated sites, the threat these Mies
represented 10 public health or the environment, and the cost and action needed to clean these Sites.
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A Hazardous Substance, Spill' Technolog;. Review Council." which was to review and

recommend research ionics to DEC. wes created under SERC. The hill clarified that die
Response Fund was to pay expenses incurred by DMVA. DES lor response corps and depots

when presented with appropriate documentation by the division. ~This hill" allowed: the
es %Pse Fund to be &seﬂ for response to a declared disaster emergency related to an ail or
azaraous substance discnarge.

House Bill 775 Ch mu 3.4 un) created a Citizens Oversight Council on il and Other
Hazardous Substances in ihe legislature .'oversight council).” The oversight council would
request money from the Alaska Legislative Council, which in tum would séek reimbursement
from the Response Fund. The ovérsight council would determine whether state and federal
agencies were fulfilling their responsibiiities for the prevention and res_i)onse to ol and
hazardous releases. The oversight council was to file an annual repoit with the legislature
and governor and make policy Tecommendations to prevent releases.

Senate Bill 25 IChs". SAm| amended the authorized uses of the Response Fund to include
making grants to a municipality or village that is affected by a release involving
extraordinary exPendltures that are beyond ife reasonable capability of the mumcipalitv or
\illage to meet from current revenue sources. Senate Biil loo ;(h ay. JA °11allowed the
Response Fund to be used to construct or refurnish one or more Temes so the ferries would
nave the capability to assist in responding to oil or hazardous substance spills.

Legislature piavs active role in shaping purpose of fund

In adldition to expanding she purpose of the Response Fund through statutory amendments,
the legislature has_taken, an active role in shaping (he purpose of the fund by appropriating
on aprt%]ect specific basis. In FY 93 over 550 million 'was appropriated from the Response
Fund. The Ie(t;|slature_ was specific in (he purpose of the aﬂproprjatlons by allocating each
appropriation 1o individual projects. On several occagions, the legislature was detailed to the
Pomt of listing a specific project's purpose and location. For example the appropriation for
he Nearshore” Demonstration Project reads:

The sum of SI.200.000 is appropriated Hom the oil and hazardous substance
release response fund /AS 46.065.0lih  the Department of Environmental
Conservation, division of spill prevention and response, for fiscal year 199J.
for nearshore strike ream demonstration proiects along the Gulf of Alaska
coast and in southeast Alaska that are ,.\Mdoped in consultation with the
division of emergency services and the le*mnal citizens" advisory’councils in
the affected region.

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

The Division of Legislative Audit conduced a Sunset \udil on tre Departmem df*Environmental Conservanon.
Hazardous Substance Sill Technology Review Council. Jjied November 29. 1993
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Response Fund!ngs. For example m PV 93, the legislature changed the funding source tor
over 0UQD0 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 reSﬁonsmIe partx, the legislature changed the funding -ourcs to the
Response Fund Irom the aeneral” fund.

Various budgeting procedures used to track Resnonse Fund expendituret

~ ] ... onions from the Response Fund w-ere mcje to other agencies. This
maue it verg uirficuit for DEC. as fund administrator, to manage expenditures. “In an attempt
tc give DEC greater control and res‘a]onsmjhty for activities supported by the Response Fund,
eSPeC|aII¥ those of other agencies, the legislature put the entire Response Fund appropriation
into the Tront section of the FY & budget bill jon 71 sua o1l This had the effect of greatly-
Increasing the complexity of aqco_untln% for Response Fund expenditures. To gam access
to the Response Fund %proprlatlon._ EC was forced to use mcra—%%ency 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
é_ FG) via mier-eniitv RSAs. This created a chain of interlocking RSAs which made it very
Ifficllt to track expenditures related to the Response Fund.

Different budget processes were used in FY 93 and FY X4

DEC took a more effective role in the management of the Response Fund n FY 9B and
FY % 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
hut was untimely. By the time agency requests had been Teceived, reviewed by DEC. and
forwarded to the Office of the Governor. Office of Management and Budget _<OMB) with
DEC's recommendation: the State's budget had essentially already been stbmifted.

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 antlc_lsPated 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.’ there were no direct operaun? appropriations to
agencies other than DEC In FY 9B However, direct capital %ppropna lons Were made to
ofher agencies for cleanup of contaminated sites. In FY 94. no “front section” appropriations
were made to DEC exceﬁt for the transfer from the oil surcharge and mitigation accounts to
the Response Fund. The SPAR division is the direct recipient of the “funds. SPAR s

responsible lot RSAs between DEC and other agencies.

The mIi FY 93 appropriations made io agencies other than DEC were. S7.500.1XX) appropriated 10 the Alaska
Marine Highway Ferry Replacement Fund and S237.300 appropriated 10 the Legislative Council for ihe Citizens”
Oversight Council on Oil and Other Hazardous Substances.
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Reimbursable Services Agreements exiensivelv used for Reponse Funds expenditures

DEC entered info 16 RSAs with other agencies in FY 9 and entered into IT RSAs uh
other. agencies in FT 9 where_the primary funding source was, the Response Fund. In
addition. DEc. had ieinternal RSAS between its ovin divisions in FY 92 and 16 internal
RSAs in FT 9. Response Fund expenditures on both internal and external RSAs combined
totalled almost 316 million in FT 92 In FY 9B there were over So million in Response
Fund RSA expenditures related to FY 92 RSAs and over SS miiiion on FY 93 RSAs.

Agencies provide minimal supportln% information to DEC for their RSA expenditures when
requesting reimbursement from the, Response Fund. Generally the sup?ortlng summar%/ of
accounting information provides limited detail of the agencies' activity, especially those
related to" personal services. DEC requires copies of invoices for parchases exceeding
specified dollar amounts. Many of the_Response Fund RSAS require quarterly reports be
submitted fo DEC project mana?ers_. Examples of individual external FY 92 and FY B3

RSAs are included in Table D of tnis report.
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REPORT CONCLUSIONS

Purogsey of Me Rexcr'Oac Fund nre'sail over contradictory purpose ot’m.ocr unuin® source

An explained on page 13 uf Background Information. SB 200, which established [he 5 Per
barrel surcharge ontaxable i produced, indicated the purpose of the .surcharge was for the
“state to have jii Independent spill containment and cleanup Iapubiiity in the event offuture
discharges (emphasis added| ofmi or a hazardous substance.” Under the provisions ot 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 of existing contaminated sites.
This resulted in a Situation whereb¥ the major funding source of the ReSponse Fund had the
more narrow focus of being used for futuré discharges. But the activities of the Response
Fund itself were broader, in that they addressed the results of historical oii and hazardous

substance spills, 1.e.. contaminated sites."

Members of the ail 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, dees not meet
their understanding of the reason for the surcharge. Them are claims that "there have beg",
abuses to the oll SRI”fund since it was established in 989.”  Such arguments. appear to
s to be based on the emphasis on future discharges that was ?Iaced on the 1939 imposition
of the surch%. As quoted above, this emphasis was pan of the Fmdmcf;s and Purpose of
Senate Bill 200.  The Findings and Purpose does not cany the degree of authority that an
enacted statute does.

Therefore AS 46.05.0d0, Purposes of the Fund, is the overriding authority on approPrlate
uses of the fund. At payment date, the surcharge becomes an unrestric..J revenue. to the
State, albeit from a specified source. It is the grerq?atlve of the legislature 10 determine the
bes. use of the State’s unrestricted revenues. Specific cleanup activities cited by an ail and
gas Industry group as being inappropriate uses of the Response Fund include “Cleaning up
state campgrounds,  state _alrports, responding to Jdorine leaks and buying new ferries.”

S are apProprlate uses of the Response Fund: the first two

All of these specific progec g
Involved cleanup of contaminated sites: the_ihird 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

<t 1986 during commiuee meetings regarding the bill originating the Response Fund, the commissioner of DEC
had made itclear he intended cleanup activities trom the Response Fund o address both current and pest \piil
activity. The firal legislation was silatt as to what tune period wouid be used to determine cleanup activities. In
addition, the purposes of ihe Response Funo were expanded in IVhy jnd have continued 1o expand since that time.

Quote came from an article entitled "AOGA supports hill t© liv the oil-.ipill-response fund.” which was
published in the ForuncLetters section of the Ancnorage Daily News on November 27. 1993. The letterwas written
by Ardie Grav. who i the puoiic aifairs manager ot the Alaska Qil and Gas Association.
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the m ijor funding source ha. created a continuing controversy about me appropriateness or
how die fund 15 Deing’ useu.

Current -mill reserve halance is ciose to DEC uoai for adequate response

As of the end of FY 93 the unreserved balance of the spill reserve was $27.08-4.100. In a
draft report. DEC stated. the spill reserve had two primary purposes. One was (0. address
costs faced by communities, municipalities, and villages in responding to a major spill
incicent, Thesecond puri)ose would_ be to cover state costs. DEC has a'goal of d_eP_osmng
and maintaining S30 million in s_E)uI reserve fOI these two Purposes: S10 million for
communities, municipalities, and villages: and. 520 million for the State.

Alaska Statute 29.60.510 states in part that the commissioner of the Department of
Community and Regional Affairs “may nor expend not more than S$!0.000.000 ot ihe halance
of thefundthat is appropriated to the spill reserve or of the unrestricted balance of ihe fund
for grunts authorized under this section. ~ The other 520 million in the spiil reserve may

be accessed by DEC.

Allowed uses include costs necessary to investigate, evaluate, contain, clean up. ana cake

ocher necessary action, to address 4 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 Spiil

reserve is for 3 immediate source of start-up cash in the event of a catastrophic Spill. It is

s/stiglated that 550 million wouid last about 10 days in a spiil the magnitude of Exxon
aldez.

Soil! reserve balance and the 5 surcharge suspension formula are unrelated

As discussed above, the State had over 527 million set aside in the spill reserve to respond
to future spills & of the end. of FY 93, The calculation. for determining the-suspension of
the 5¢ sur_chargie had a deficit balance of over 5X5 million as of the same time. It should
be recognized that there is a difference between the spill reserve balance and the surchargze
suspension balance. The difference between these two Is based on the revenues that go ino
calculating each halance. The facing page illustrates the difference between the suspension

calculation and the balance of the Response Fund.

The 527 million set aside to respond to spills includes all revenue sources, 1e. fines,
Penaltles, damages, surcharge revenues, and additional general fund apﬁroprl_atlons. While
he suspension ‘calculation Only considers surcharge revenues. Both the spill reserve and

suspension calculation consider cumulative expenditures.
DEC lacks authority and capability of monitorin't niher 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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SURCHARGE SUSPENSION

RESPONSE FUND BALANCE

urcnarge

E/I? |%ra Io'riwlcscounr /glé

Suspension Calculation =
Cumulative Surcharge - Cumulative Expenditures

Balance of Response Fund =

(Cumulative Surcharge + Cumulative Other Funds)
— Cumulative Expenditures

"ecc'sc by ADEC 131 - 7 ~



monitor or audit me appropriateness or other a :encies excenditures. Other agencies have
had access to the Response Fund through the use of RSAs.  According to Alaska
Administrative Manual' -Q.Us0. an RSA 15 an inter-emity transfer where one agency *
reimbursed for costs associated with services provided to another agency, As administrator
of the Response Fund. DEC has heen forced to enter into RSAs for which the agency has
limited iniierent interest or expertise, In some cases, the RSA represents a project or buceet
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 DECto fulfill its annual reporting
requirements to the legislature. DEC requires the servicing agency to provide:

L a listing of each position control number (PCN) with title and the amount
compenSated the position:

2 copies of all contracts in excess of S20.000 and ali subsequent amendments, and
coB|es of all RSAs wrh the University of Alaska in excess of S20.000 and ail

subsequent amendments:
3 documentation of each purchase in excess of S10.U0U
4. the amount paid to each municipality, community, or village: and

RSAs to other state agencies funded by (he RSA must also report theinformation
requested in items | fhrough 4

Many of the Response Fund RSAS require quarterly reports be submitted to DEC project
managers. The reports are generally submitted: hoiwever, 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 den¥ a request for funds from other agencies. An example of the lack of
OWer, i %rowded or by an FY 92 reimbursement re%]uest: the Deparfment of Fish and
ame (DFG) came to DEC and wanted reimbursement for expenditures that DFG could not
support: DEC initially refused reimoursement; but because the only alternative left to DFG
would be to request a supplemental appropriation. DEC staff wes directed to pay the RSA

reimbursement request.
Criteria for allocating resources within SPAR varies bv oroeram

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 whichi projects will be undertaken varies between
programs. ~ SPAR can exercise disCretion wnen' allocating resources for the following
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%Xlncueg spill response, reviewing and testing contingency -plas. and contaminated site

Re-monse depends on ;e risk nosed bv a >ill; The Government Preparedness and
Response Program within SPAR s charged with responding to spills that Pose_an
imminent and Substantial threat to public Nealth or the enviroriment.. No preset policy
exists as to which spills will be responded to ina region. Determining ifa spill poses
an imminent and substantial threat is a subgectlve 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
regionsinclude ?roxmt of a spiil to populations and water .source, size of soiil. an
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.

Progress in reviewing continLencv fan— has lagged behind ag_encv__Protectlons: A
discussed in Back?round information, the EXwn Valcie: ol spiil caused major
revisions to the stafltes that sec forth requirements for ol dlschaE%e prevention and
contingency planning. As a result of ihe new Muutes. SPAR's iPP was required to
draft new regulations. These requlations forced affected operators to either prepare
contingenc Plans or make amendments to their existing plans. The new re?ulatlons
also created the need for technical asMviunce to be provided to those operafors whu
Were either draftlng amended, or developing new, contingency plans. PP has focused
their resources on drafting new regulations, prcv iding technical assistance to operators
and reviewing contingency plans.

As a result of the new regulatlpns winch hecame effective in August 1992 a large
number of new and amended pians were »ubmitted to IPP. To cope with the influx
of plans requiring review, requlations Rrowdes 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 agenc¥] projections. ~ Almost
200 contingency plans required approval by IPP. Most of the submissions regumng
ai)proval are amendments to existing plans m.n were previously approved unger the
old regulations. . These plans continue to be considered ‘approved until plan
amendments that incorporate the new regulations have been reviewed. Of the almost
ngggplans, only 30 nave been approved Under (re new regqulations as of December 9

. However, many plans are in (he (mal st%%eg%dof review and. according o DEC
staff, most should be approved by me end of 194

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

Contingency plans must be tested and facilities inspected to provide assurance that

Bersonn_el are beincI; trained and that equipment_and’ resources are available and can
e mobilized quickly. To help speed up us contingency plan review process. LPP has
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shifted resources away from performinu
Oll it drin’ and facility inspections.

As a result. most of IPP driil activity
has been limited fo oversight or
Industry-initiated  drills and " fewer
Inspections have been performed. Once
the' review process has advanced to a
point Where the program is reweyvln?
contingenc F{Jlans on a reqular rofationa
basis. “SPAR plans to “shift its IPP
resources back to testing contingenc

plans through department-initiated drills
and inspections.

Priority for contaminated sites perceived
differéntly: One of the major purposes
of the Contaminated Sites Remediatjon
Program is to determine the priority (See
sidebar to the right for a discussion on
the Hazard Ran mq Model, which is
used to prioritize i es%h_m which sites
should e 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

Hazard Ranking Mode!

The Hazard Ranking Mode! b the
primary tool available to the
Contaminated Site Remediation Progjain
0 determine caseload priorities. The
hazard ranking model 1is art exposure
mode! that uses factors such as the ievei
of toxicity, exposure t ground or surface
water, and population density 1
determine a site's relative priority. The
modei provides for unknowns, allowing
sites © be ranked when information is
missing. The ranking scores compose an
index of relative threat posed by the
contaminated sites to public heaith and
the environment.

D EC personnel do not consider the hazard
ranking score an absolute indicator of
priority because ranking scores can be
skewed by factoring in unknowns and
because the model does not take into
consideration certain elements. In
practice, the ranking score is considered
one of many indicators when determining
caseload priorities.

and the environment are addressed first — retzardless 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.

nstead,

resources are allocated based on the identity of a responsible party, their vviIIi_n([mess

ana capacity to clean up. site priority when’known, and the amount of public i

IN a SItE.

nterest

As discussed in Organization and Function. SPAR's central office is responsible for
developing policy and providing technical assistance to re?mn_s and districts. \Work
on contaminated” sites s 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_ iogic behind adaressing willing responsible parties (RPs) is simple. HeIE_lng
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 socigeconomic concern. RPs are often stimulated to clean
up thelr site because a real estate, construction, or some other financial transaction r»
involved. In the past when DEC staff explained they did not have time to monitor

ALASKA STATE LEGISLATURE DIVISION OF LKGISLATTVE ALOfT



cleanup, of a 'ice. :he R? contacted their legislator. who in tum contacted the di.wrict
and insisted their constituent be assisted.

It is not uncommon for political pressure to piay a role in the way resources are
allocated. In the past, sites, which were a lower prlo_nt)( relative to Other sites, have
received funding because of an heightened interest in the sue 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 he 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 a(]le_ncy rather than enforcement agency. Rather than caking
the lead in cleanup and holding the RP liable, staff want t0 help RPs find some way
to assume responsibility. False promises from unwilling or incapable RPs have also
slowed down the process of cleaning up ‘ites with staté-leac money.

Because of the amount of resources required to identify state-iead sices and a general
reluctance by district staff, the program does not” have a complete listing of
contaminated state-lead sites.

-25-
ALLSKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AL'DIT






ED-DIMIS 'a ? 3ECO'“Ii\IE\O0O ATiO NS

Recommendation \ p

Tie lest'iat'jre "houici maxc natutor. chances ;0 c'anfv :ne roie o :he r'utl .".cmini‘iraur.

A Current:'. Mere -10 ;;garcut criteria in piacc -tatinc how DEC ‘homo "-nanace" :\-
Response Fund.

In order to be properiy evaluated as the fund administrator. DEC needs the Iegislature
to clard'y their expectations or’ the department’s roie. Alaska Statute 46.0S.0f0
identifieS two accounting duties of DEC. This statute sa\< DEC

(1) ]gnai(} maéntain accounting records showing the income and expenses of the
und: an

12)  snail develop procedures governing the expenditure of. and accounting for.
money expended from the “fund.

This statutory requirement has not been amended since the Response Fund was first
established in IV86. The duties were appropriate when the fund was used to 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 220l Report Conclusions. DEC has spent an inordinate amount
of time trying to monitor the apéproprlateness of expenditures made ov other agencies.
It has been difficult for DEC to monitor the appropriateness of reimbursement
requests from other agencies when the service Rrovlde is beyond DEC’s interest or
expertise. DEC s offen ?ut 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 exRerlenced as 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 Re5ﬁonse Fund. DEC can track
allocations o specific projects. The department nas also developed an internal
Process to review other agencies’ Response Fund requests and make recommendations
0 OMB for inclusion in the Governor's budget. These duties arc appropriate for
DEC to fulfill in its role as fund administrator.

We, recommend the legislature amend pan Ilg_of AS 46.08.050 to state that DEC
"nail develop procedures governing the expenditure of, and accounting for, money
mexenced from the fund for activities of their own depanmem.  Other agencies who
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receive memes from die Response F.ind muse develop their own Procedures overntne
the expenaiture of. .md accounting for. money expended from the fund. To receu.e
reimbursement from the Response Fund, other agencies must submit :0 DEC me
detailed inrormacion required to_re included in the annual report on the Response
Fund's activities. DEC shall rely on the other agencies' internal procedures . when
re.spQndinu to a request for reimbursement. Tine [egislature may request Division of
Legislative Audit to review the procedures developed by each agency and audit that
agency A expenditures against the Response Fund.

Some of the information DEC is reouired tc submit In fheir annuai report is either too
voluminous or to uncertain to provide meanmuftil information tc the legislature.

]Icnﬁormation required by AS 46.0iS0a) to ce included in DEC'S annual report is &
ollows:

()t 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 Mev .mu

(9  the appropriate actions needed to avate these threats, and their estimated cost.

DEC has not been providing this information .5 part of the annual report because of

the volume and uncertam?y Of information INVOlved. DEC has indicated this
information is available for review m weir Office in the Statewide List of

Contaminated Sites. A list Of contaminatea =085 dated November 8 1993, which is
104 pages Ior%g, contains Site Name ans avisre's JNA hazard ranking model score on
1.363 sices, of which 3B are inacitrea w.ites and 1520 are in an‘active stafus. Of
the 1.520 active sites. 240 Sites are unr.ins.eq. and 3B sites cannot be ranked due to
lack of information available on tiie 47 In addition to the known sices. DEC s
aware that there are likely t0 be @ 1arge number OF Sites Which are not vet on their

database.

We recommend the legislature amen ! p.ut b) of AS 46.08.060 to allow DEC to
report information on contaminated mv> :hm can be. readity prepared and still be of
Use to the Ie%lslature. DEC should ke .i"eu to identify how many sices are in active
and closed Status on the database. 1)EC diuuld |dent|rY the number of sites and
prioritize those sites based on immeu ;.0 and long-term fhreats to the public health
or welfare: or to the environment, Smce (e information is too uncertain. DEC
should not be asked to provide indiviULil, Jocussion on each site, nor due to the
volume of sites, should the departmei; - .ivked to report the appropriate actions and

estimated costs involved.
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jlcuilwording was.
The attorney yenerai. at the request of the commissioner, may seek [emphasis

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 DEChs monitoring of the clean up. of
contaminated sites. The public came to view monitoring of clean_ up of contaminated Sices
as a Service proviged bg DEC. rather than as an enforcement action. Since cost recovery
¥vou||d not be sought. DEC staff did not consistently track their personal service costs related
0 cleanup.

The passag_er of Senate Bill 256 cn 20. sua .1 changed the optional nature of the statutory
Phhrastw{g.t hﬁ !je islation made it definite that cost recovery must be sought. Specifically
e statlite called Tor:

The attorney general, at the request of the commissioner, shall immediately
seek (emphasis added| to recover money expended by the department under
AS 46.08.005-46.0HINO or other law to contain and clean up oil or a
hazardous substance that has been released or to control the threatened
release of oil or hazardous substance.

DEC has been slow to 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 hov. to code costs to Sices.
As of the date Of this report, this policy still has not been fully |mPIemented_. _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.

Tiig araft Cost Recovery Po'icy and Procedures manual also addresses how to identir¥ and
notify potential responsible paities (PRPs) of their obligation to clean up a site. Staff who



have received [raining on die manual reported to us a reluctance to implement the poiicv
Scecmeaily "mér teel"tlie pucilc. needs to he aceuuatejy not:rled of DECN policy cnance or
seeking cost recovery for containment ana cleanup efforts.

Not ail applicable DEC personnel have received training on the Cost Recovery Policy and
Procedures manual, in some districts, we found staff unaware that a cOst recover/
procedures rnanual was available.

We recommend DEC revise the draft Cose Recovery Policy and Procedures rmanuai to
address pubiic notification ana consistent statewide implementation. After tne 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 ana

district office.

Recommendation No. 3

DEC should develap a systematic method cf addressing contaminated sites so those Sites that
oose the greatest risk to public health or me environment are addressed first.

A Program_PersonneI and resources have been allocated to contaminated sites based on
the ‘identity of the PRP and [he willingness/insistence of the RP to clean uo a site.

The_ Contaminated Sites Remediation Program is m_PIace to carry out one of the
original purposes of the ResPonse Fund, to'clean up all or hazardous substances that
pose an imminent and substantial threat to the public health or welfare, or to the
environment. 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 oversqht_ 0 RPs who are willing to clean_up contamination. Because RP
searches.” PRP ngtification, 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 _aIIocatln? resources is efficient in
that it allows more™sites to be cleaned given districts’ limited staffing. It also
provides the easigst way tq 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 wiih a willing RP do not pose an imminent
and substantial threat relative to other sites.

3
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Such .in .trproacn oniy provides limited assurance '1ie Response Funded net:vimes are
~duressmg sites that pose the most “imminent and substantial” ‘first;; to :he eenerni
pubiic. . \hile we recognize district Lpersonnel have ulegl]tlmate basis for wantlng tc
Worst with V\nllmg RPs.” “nelr approach cloes not ensure that the statutory purnosé or
the Response Fund  met.

DEt should work to implement their draft guidance roticy entitled Priori:.zation or
Coraminated Siie, Work. . The policy adarésses allocating resources in such a way
that the highest priority sites are addressed hirst. In addition. DEC should, redefine
their role in monitoring RPS with rel_atlveIB low priority sites. Any change in DEC’s
policy of [prowdln oversight to willing RPs should be accompanied withi a thorough
ouoliC notice camadaiun.

3. Contrary to what the department has resorted :0 the legislature, DEC has not
maintained a current complete prioritized list of state-lead" 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 neaitn 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 wiil not
clean up the site or when no PRP cun 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 cIeanuP or
a site's Telative prigrity changes, the funding allocated to that site will be used to tuna
the next highest priority site.

In CPr_achce. DEC has not maintained a complete prioritized list of state-lead sites. In
addition, the department has not always completed (e proper notification process
before placing Sites on the state-lead list. As discussed in Reoort Conclusions,
district staff are reluctant to perform RP searches or qu through_ the RP notification
Pro_cess because the procedures are timeconsuming. Once a site is allocated funding,
aking 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 aynamic. However, In our view, the dynamic
nature of the program makes a current list of prioritized state-lead sites essential. In
addition, the dynamic nature of the program makes it imperative that the rationale
used to justify funding decisions be doctimented and presented to the legislature.

" /s stated in the Organization and Function section, ifa site puses a substantial threat ruid no responsible party
has been identified nr die responsible party isunable or unwillling 10 clean w. die Slate will lake die lead in cleanup

efforts. These sites are commonly called state-lead ur orphan sites.
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DEC ipouid make an effort to pursue >tate-lead :n ites that present an immipent.
{ubstantia! threat to puctic heaitn ana_the_ em ircnment.  AS part of this effort,
updated list 4mouid be prepared ana maintained to auide In the allocation or fund:

fore sites are placed on the Nete-lead e list. their orphan status should
confirmed ihrcueh the orooer notification oroce.ss.
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Si.nc 'ettor inle to “re--jpt .mu -cvgond to aij spill. htt  hiiits jeopardized bv c.i[™ \n starring

The Prince William_Sound Regllonal Guzens' Advisory Council JPWS-RCACI and staff in
the Department or Environmental Conservation _ﬁDEca both believe the State has improved
us prevention and revoonse capabilities for oil and hazardous substance >piils, ~ Both
or?amzatlons reel chat the State is in a better position than it "ves on March Z- 1989 the
date or the Exxon laide: spiil. Much or the reason for these improved capaoiiities is
attributed to the financing of prevention and response activities made possible by the Oil ana
Hazardous Substance Release Response Fund IResponse, Fund).  However, the two
organizations are concerned about the current trend of reducing staff positions in DEC. In
%{ 8a'Lr\n hlet entitled " Then ana New: Changes Since the Exxon Vaidez Qil SoilC the PNS-

points out:

Lows (hot appear stron? when emitted ,.an he weakened through vague
revolutions and inadequate funding. Low vmust he implemented through 1 Ear.
strong regulations and enforced hy commuted agencies that are given the
funding necessary to monitor, oversee and enforce compliance.

PWS-RCAC"s Fornt echoes one of the observations made in the reoort produced by the
Alaska Oil Spill Commission t,ACSC). AQSC said. "The Valdez DEC office alwux$ has
been seriously understaffed, which weakened the \tates position relative to Alyeska. The
state cannot - gotiate or enforce effectively wulii-tu adequate competent personnel.”

As we exRI_aln in Report Conclusions. DECT progress in reviewing contingency plans has
lagged behind the department's projections. To increase staff time™devoted to contingenc
plan review and ap?roval, inspections and drills have been severely limited. DECs o
program consists of several interrelated parts.  Prevention includes contlngencY plars,
Inspections, and drills. Other pans include response and cleanup, which occur only When
Rreventlon has failed. If any pun of DEC's program is hindered, the depanment does not
ave an effective, viable program.

We understand the decision DEC was forced to make in allocating resources to contingency
plan review and approval. However, inspections .md Jrills are & fundamental portion of a
successful prevention program. DEC is alrcadv dangerously close to having to implement
statute with_limited resources. Any reduction ot sialt positions in the Spill Prevention and
Response (SPAR) division will jeopardize the likelihood of a successful prevention pro?ram.
AOSC addressed this same problem in their final report on the events leading up o the
Exxon Valdez grounding. "Rigorflagged. compUn emy took root. Prevention was neglected

with disastrous results.

We wonder whether complacency is again taking roof. Program consequences must be
considered when SPAR funding is reduced. SPAR needs to be Tuncled at least at the current
level to maintain its ongoing ‘operations. However, if the legislature decides to reduce

i
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SPAR needs celiera! funds if contaminated sues are :0 :e cleaned for socioeconomic reasons

As explained in Recommendation No. 3 district staff often monitor the cleanup of _vvllllnq
_resPonsmIe parties (RPs). While many of these sites do meet Response Fund Criteria %tha
I5. they pose an imminent and substantial threat to Pub‘C health or the environment/ others
cleariv do not, The RP is often motivated to clean their sue in order to obtain bank
financing for the sale of the property or obtain a permit to do construction on the properltzy.
\While these sites may net Pose a substantial risk, the monitoring of the site cleanup by DEC
IS important o, the owner for their own socioeconomic reasons, If the legislature. fegls that
DEC is providing a valuable and valid public service by Rrowdmf] technical assistance on
sites that do not pose an imminent and substantial threat, then the legislature needs to make
ueneral funds available to SPAR.
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fSS_E3 NEEDING FL'RTHFR ST! 'O:

It was ceyond the >coce of :his audit request for us to test Qi and Hazardous Substance
Reiease Response Fa;a- (Response Fmd% expenditures and accounting procedures developed
m agencies ocher titan me Department of Environmental Conservation (DEO. However, as
explained in the Background Information action, other auencies are sienificant users or the
Response Fund. . In"FY 92 DEC entered_ into over MK5 miliion in_Response Fund
reimbursable, ser.ices agreements (RSAs) with other auencies: in FY 93 DEC entered nto
almost So million in Response Fund RSAS with other agencies. Consistently, the largest
%alrtlu ants In usm? the Response Fund outside of DEC are the Department of Law. the
epartment of Military and Veterans Affairs, and the Department of Fish ana 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, Suppo_rtlng
information submitted with the request for reimbursement usually provides little cetaii an
DEC s forced to rely on the other department’s accounting proceaures.

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 actl_wtr 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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TABLE A

RESPONSE FUND SUMMARY AS OF JUNE 30 198

Sources of fundi no;

Qi Surcharge Revenue S52.500.000
General Fund 44.447N0
Prouram Receipts: Exxon Reimbursements 1959 & i199() 30.000.000
Mitigation Revenue U.386.60t)
161.293600
Uses of funding:
Expenditures through FY 93 (Note 1) 119.567.992
Reserve for Encumbrances 6.786.905
Reserve for Prior Year Appropriations 2190914
Accounts receivable recorded for ExxonValdez cleanup 2.338.7%
Fund Balance/Spill Reserve (Note 2) 530.409.0"1

Note T Expenditures are incE@ion 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 baIance/sPnI
reserve is $27.0x4.100; which is $3,324,991 less thanwhat we have calculated.
Review of their backup indicates the discrepancy occurred in FY 91 and
FY 92 when information for the annual rePort Was loulle_d from the Alaska
accounting system. The department needs to reconcile this discrepancy.
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TABLE 3

SUMMARY OF EXPENDITURES BY FISCAL YEAR
(NOTE 1)

1 PROJECT ' FY X7 ! FY 38
1 Containinaied site investigation. safety, cleanup, and $425.515 j $329.977
| cost recovery

Soill Response containment, safety, cleanup, and cost
Jj recovery

! Shill prevention and response preparedness

J! State and regional contingency planning

| Spill response office, depots. ;uid corps

I Mi. Redoubt Volcano/Publication of 19D annual report

e |y

o
|

i Soiil resene
| il response arills i ,
| Kenai cleiuiup project ;

J State Emergency Response Commission and local
emergency response planning i

Local Emergency Planning Committees J |

[]
[(S=1

UAA -Solduma Fire Training
1

DFG < Sill prevention and response prcparcdnes”
T LEG -Citizen"s Oversight Council

[

Hazardous Subsnuice Spill Technology Review Couruil
Arctic Marine Resources Commission

Prince William Sound Regional Citizens® Advisory
Council

Non-crude Oil Tanker/Barge Study

Nearshore Strike Team Demonstration Projects |
Oil il contingency plans/requirements

Geographic Information System i
Advisory Council/transportation of ail s
Ferries with oil sill response ability 1
Natural resource dainaee assessment

Subtotal of Non-Exxon Related Expenses ’ $42R.S15 §329.977
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112.81)0
2-5.500

n 1.702.000
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FY M :
51.571.7U1)

690.200

1.056.200 i
%, 710 ¢
967.700

4.500 j
»15.600 !
--X.500
585.700
«99.600

119.800
119.500

$6.9>2.000

-39-

FYy @ 1

S1.262.-00
1
]

578.500
1

1.846.200
225.500
i.125.100

71 .00
10".7(10 1
"'5.900
257.000

575.200

2.57..10
112.-00
100.000

57.200

29.900
84.200

120.500
102.400
1.5%.5.40
S10.601.000

FY B8 ]
S2.926.700

71.000

5.385.800
54.700 |
2.663.000

268.500

177.900
186.200

1.039.700
88.400

88.300
275.300
90.000
10.200

5.300
~ 15.000
91.600

7.501.500
59.400
S20.996.500

Total

57714992 1
1

1050700 |

10.288.200 |
B30 j
4.955,600 j
117600 !
80000 |
A0 j
1J17500 i
80800 |

1614900
88400
11980
45100
387,10
190000
67400

2090
330
Q20
91600
12030
760390
1417800

$U231P |
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PROJECT FY S7 FY J FY S9

[}
gl Subtotal of Non-Exxon Related Expenses ilroin page 28) V28.815 $329.977 $320.900
I‘DEC *Exxon Valdez. i 5.-56.300 J
% RSAs -Exxon Valdez ! 609.700 j
; Local Response mxxon Valdez 205.600 ;
| LAW - Exxon valdez Litigation Jl i
1 DFG -Exxon Valdez Damage Assessment {
J Exxon Valdez - Spill Cleanup and Cost Recovery
| E>_<xon VaJdez —A_c,sessinenl ;uid Restoration

Exxon Viddez Litigation

Exxon Valdez Project

Shiot.il for Exxon expenses 1 6,271.600

TuUil Expenses 5425115 $329,977 36.392J 00

Note I:

This table was prepared from expenditures reported by the De%artment of
Environmental Conservation in their Response Fund “Annual Reports for
FY S7 -FY 93 We have not audited this information and therefore do not
express an OPInIOH on its reliability.  Since project tities changed over the
seven years, for comparability purf)oses We have grouped those activities that
seemed the same despite small title changes.

-40-
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$i.702.000 ]

2-i.005.-00 j

J
-30-D00 |
j.210.200 |

1

31.775.61X) 1
533.477,600 |

FY™M
SG.9°72000

11.MTT_TOO

-.100.000

AXTU0

24.912.100 j
S3LHA4.IU) |
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FY u2

510.fi0 =il |

2J37.300 -

0/i5-400 j

)

-
«— 5

1..576,900 i

11.6y2.0n |

522295.400
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FY I'x.run Valdez
820.996.501)

41.459.400

1 5.J69,700

5.415-800

4.100.000

} 8.834.400

-iH2_fito 2.829.900

407.000 7.061.400

2.705.500 4.280.400

1.123.800

~603.100 78.254.800
524.599.600

Total
$41,313.192 j

[EEN l—._.Hu‘

78-254.800 !
5119267,992 j
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iABLE C

DESCRIPTION OF RESPONSE FUND .ACTIVITIES .APPROPRIATED
INFY 92 AND FY B

As reflected b\ discus?.ion in Background Information, 'here have been numerous changes
to the Ol and Hazardous SubstanCe Release Response Fund (Response Fund) sinceits
inception in 1986, Many of the amendments expanded the authorized purposes of the fund,
[he followiny table illustrates all Response Fund appropriations for and FY 93 The
table indicates il these appropriations *xould ha'.e been cohered under the orimnal purposes
of the fund or Il they are allowed due to amendments subsequent to 1986 inception.

ihe first two columns of the table give the name of the project or acti.itv and a brief

description of the I@uerose of the project. FY 92 operating appropriation amounts came from
Ch 73 SLA 9L FY 93 operating appropriation amoulnég2 come from Ch 136 SLA 9 and

capital appropriation amounts come from Ch 5 FSS

Some projects meet both original and expanded legislation and are so indicated bv a
checkmark in both columns. "One project. .Actic Marine Resources Commission, in our
(ﬂpmlon, does not apﬁear to meet either the o_nFmaI or any expanced use of the Response
Fﬂﬂg f%l#t Otpheer(re l|Jsser;ot ing that prevents the legislature from appropriating from the Response
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: Operaung progrinns include the Director ® Office and the Division of Sill Prevention and Response iSPARI.

The Director s Olfice i responsible lor adninistrative support, saiety and data management. In addition io
Loniaininaied sues. SPAR s composed of three sections:  Government Preparedness and Response, indusirv
Preparedness Program. ;uid Underground Storage Tank Program. Government Preparedness develops regulations
;tnd guidelines for SERCs ;uid LEPCs. ensures trat local plans tire under development and are Integrated with
other plans, ensures that there isa complete compilation of ha/ards imaiysis for the State, and conducts drills on
the state ;uid local plans.  Industry Preparedness reviews oil discharge prevention and contingency plans for ml
operations, conducts inspections and spill drills, and administers the statewide financial responsibility program t©
ensure that oil operators demonstrate sufficient proof of ability t respond.

Response funded activities in FY 92 included data compilation and documentation, monitoring, and select
restoration activities. The funding was also allocated t© coordinate support efforts by state agencies. FY 92
monies funded DEC 3 Oil Soill Response Office whose sialf gathered data regarding the extent of subsurface ail
;uid surveyed selected beaches. In addition, stall archived records ;uid created a records database.

Contaminated sites are ranked based on a hazard ranking model dial prioritizes sites based on treir threat
human health or the environment. DEC also takes into account unique social or economic fectors.  However, the
ranking model allows for numerous unknowns, which affects the reliability of the numeric scores. The cleanup
It i subject to constant change as responsible panics assume cleanup responsibilities and as new contaminated
sites become known. DEC provides oversight only on sites where (he responsible party is taking acuon.
Contaminated sites that require cleanup, but where die potential responsible party is unknown, uwilling, or
unable to clean up are referred to as orphan sites. DEC must go through a notification process to die potential
responsible party before a site s placed on the orphan site list. The State initiates cleanup on orphan sites.

Beginning in FY 92. contaminated sues with the State as the responsible party were dealt with by a
Memorandum of Agreement between several state agencies. Department of Natural Resources. Department m
Transportation and Public Fecilities, and DEC formed a work group thet determined which sites were (he IneheM
priority ;md submitted a capital budget request for funding. The major tool used by die group to rank the =,ti'U"
sites was DEC 3 nutking model. The work group recommended funding for 10 projects in FY 93 for a total
cepital request of 2.fi million. Actual expenditures in FY 93 ciuno io sligitly over S310.000.

The legislature established the il reserve so trat funds would always be available for the abatement ot a
release of ail or a hazardous substance. The spill resene can only be accessed to address a release that po"e> <
imminent and substantial threat to public health ur the environment. DEC only uses the saill resene io .iddie-"
unhudgeted activities thl pose an imminent and substantial threat. Eleven spills were responded o in FY “2 mt
a lotal of S71.3H2.7fi. ;uid thirty were responded t in FY 93 for a total of S245.995.37.

The legislature authorized expanding the use of the fund 1 include refurbisliment or construction of marine
response vessels. Alaska Marine Highway System iscurrently in die design phase of constructing a vessel
could be used to respond to ail sills. For FY 93. the legislature appropriated 57.5 million from die Re\i fin«.
Fund to the Alaska Marine Highway System Replacement Fund for the ail response ferry. But these funds .ol
not be used util e vessel s in construction phase, which iscurrently targeted for the first quarter of FY

SERC was established bv executive urder in 19X7 and formalized in 1990 with the passage of HB 566. SERC
guides and coordinates a state-wide emergency response plan. SERC designates Local Emergency Planume
Districts (LEPDs) ;uid approves LEPCs for those disiricis. SERC reviews and comments on local emerge in
plivis. including ail facility ;uid vessel soill contingency plars.

The Slate has been divided into 26 LEPDs. SERC establishes and appoints a Local Emergency Planning
Committee for each district: however, only U LEPCs have been established to date.

-44-
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j Project Activity
I

¥
!

1

e -

—

J
1

1
I
I
!
J
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9_

Response
office.

Citizens”
Oversight
Council on Oil
and Oilier
Hazardous
Substances

Nearshore
StikC letin
Demonstration
Projects

Hazards

; Analysis

Geographic
Information
System (CIS)

Hazttrds
Substances

Sill
Technology
Review Council

| Description

J

1

*The legislature authorized that depots ;uid corps were in he pliuined through die DEC master and regional

1 coniingency pi.iming and the Slate Emergency Response Commission approval process. The exact determination
of locations was Kt io the DEC and SERC planning prolCss. Tlte Slate was io pav for training volumeers in

e communiiiies selected as depot sites ;uid pay them when necessary to combat a spill or participate in training.

I Exact types and amounts of containment equipment and materials 1o be stored at depots was also Kft to die DEC

j and SERC planning process. DEC ;utd DMV A have jointly expended over 54 million on depots and corps to

I date. Tite only depot thet has been established to date isa 'bl.6 m.1lion project for a communications depot,
which s 5)"9 Response Funded and . F funded by the Federal Emergency Management Audionty. Other
expenditures have oecn used to tram X2.3 first responders and develop tt Inciucni Command System and an
Adviuiced Integrated*Management System.

This council was esiahlished in WO following the passage of H3 578. The council assesses the performance of
state and federal agencies in preventing and responding to releases of oil and hazardous substances, identifies
riss, and recommends improvements for environmental safety to the legislature, govermor, and federal agencies.

Tiic legislature appropriated 51.2 million for FY 93 to provide coastal communities that are not connected by a
hiultway svstcm with the resources 1o be able t respond to a major oil siill. Currently, contingency pians do
not always address industry*s preparedness to respond to a ill in communities for extended distances
downstream from tut oil terminal facility or itutk vessel route. One purpose for the demonstration project was io
define (he optimum array of equipment needed m communiiies to mobilize and respond to sills which have
escaped initial containment or to orphan spills which intly occur within the operating range of nearshore
communiiies. 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 aiteria.

A Hazards Analysis covers four stages: (D) identifying the hazard, which isdefined in AS 46.03.326.

(@ performing a wilrerability analysis. (3) conducting a risk analysis, and (4) assessing response capabiiiirv by
industry and local response, After DEC had prepared a request for proposals 1o perform a statewide Hazards
Analysis. LEPCs indicated tret 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 are
completed for four LEPDs. are in process for twelve LEPDs. ;utd the other ten LEPDs are scheduled for
completion in June 1994 as part of a statewide Hazards Analysis cottract. Once the hazard analyses are
complete. DEC believes they will have u inventory of between H,7 -90"7r of all fecilities with hazardous
substances required 1o report under SARA Title Hll. DEC will need to keep tlicr database of information up-to-
chte.

The legislature appropriated 5689.300 for a GIS. DEC administered S250.000 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 he a map-based system that monitors where a sill has occurred in
comparison to the natural surroundings. The GIS will he able t track the response of industry or the responsible
parties and can he used to project what path the spill will follow. The CIS could store coundess data usctul in
making decisions, such as population centers, location of eomiuninmed sites and hazardous substances, and
location of equipment. Two demonstration projects have been completed for DEC. One problem dial has not
been reconciled show the DEC and DMVA. DES systems will coordinate. DES i developing an Advanced
Integrated Incident Miuiageinent System to respond t an emergency situation. DES is interested in knowing
where manpower, communication. ;uid airoraft arc located. DEC will not be able to view DES" information on a

geographic bese.

TIte council exists within the SERC. The council®s duties include responsibility for reviewing and
recommending research topics t DEC. establishing testing protocols for the deparuneni o use t evaluate the
effectiveness of hazardous suhsttutee Fill technologies within ihe Slate, and compiling and maintaining
information relating to containment and cleanup technology.

-46-

ALASKA STATE LEGISLATURE DIMSIOV (R legislative audit



!
i
1
1
3

P P

1
i
]
i

*IS_'

Project Activity | Description

1
Response milhe legislature authori/ed that depots ;uid corps were 1o he planned through the DEC master and regional
@illL. contingency planning and the State Emergency Response Commission approval process. The exact determination
depot”/corp* of locations was it to the DEC and SERC planning process. The Stale was to oav for training volunteers in

communities selected as depot sites and pay them when necessary to combat a ill or participate in training,
i Exact types and amounts of containment equipment and materials 1o be stored at depots was also kft to die DEC
I'and SERC planning process. DEC tuid DMV A have jointly expended over $4 million on depots and corps o
1 Jaic. The only Jepot thet has been established 1o dale isa ""1.6 million project for a conmunications depot,
J which is SIHF Response Funded ;uid 31d funded by the Federal Emergency Management Audionty. Other
1 expenditures have been used 1o tram 823 first responders a,id develop on Incident Command System and an

| Advanced IntegratedManagement System.

Citizes" This council was established in WO following the passage of HB 57.8. The council assesses die performance of
Oversight state and feceral agencies in preventing and responding t releases of oil ;uid hazardous substances, identifies
Council on Qil rigs, and recommends improvements for environmental >alcly to the legislature, govermor, and federal agencies.

and Other

Hazardous

Substances

Nearshore The legislature appropriated SI.2 million lor FY 93 1o provide coasial communities diat are not connected by a
Strike Tctun highway svsiem with the resources to he able to respond io a major ail sall. Currently, contingency pians do
Detnonsiraitou not always address industry"s preparedness to respond to a "l in conmunities for extended distances

Projects downstream from an oil terminal fecility or ttuik vessel route. One purpose for the demonstration project was 1o

define the optimum array of equipment needed in communities io mobilize and respond to ills which have
escaped initial containment or to orphan spills which may occur within the operating range of nearshore
communiiies. 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 ariteria.

mHazards A Hazards Analysis covers four stages: (D) identifying the hazard, which isdefined in AS 46.03.526.

e ™ DN

7 Anadvsis (@ performing a wirerability 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 (rat they preferred to control this project themselves. InFY 2. DEC delegated the
responsibillity and funding to LEPCs for the Hazards Analysis. As of October 15. 1993. hazards analyses are
completed lor four LEPDs. are in process for twelve LEPDs. tuid the other ten LEPDs are scheduled for
completion inJune 1994 s part of a statewide Hazards Analysis cottract. Once the hazard analyses are
complete. DEC believes they will have an inventory of between SO¥ -90"# of all fecilities with hazardous
substances required to report under SARA Title . DEC will need 1o keep their database of information up-to-

i date.
mGeographic The legislature appropriated S689.300 for a GiS. DEC administered S250.000 and signed a reimbursable services
Information agreement with the Department of Military and Veterans Affairs (DMVA) . Division of Emergency Services

3

System (CIS) (DES) lor the remaining $439.3U0. GIS will he a map-based system that monitors where a spill has occurred in
comparison 1o the ratural surroundings. The GIS will be able 1 track the response of industry or the responsible
parties and can he used 1o project what path the spill will followv. The GIS could store countless data useful in
making decisions, seli as population centers, location of eoiitiuninated sites tuid hazardous substances, and
location of equipment. Two demonstration projects have been completed for DEC. One problem that has not
been reconciled show the DEC and DMVA. DES systems will coordinate. DES isdeveloping an Advanced
Integrated Incident Management System to respond to an emergency sittetion. DES s interested in knowing

. where manpower, communication. ;wl airoraft arc located. DEC will not be able to view DES™ information on a
geographic bese.
He.tircs The council exists within the SERC. The council®s duties include resporsibility for reviewing and
Substances recommending research topics t DEC. establishing testing protocols for the dcparuncnt to use 1o evaluate the
Siill effectiveness of hazardous substtuiee il technologies within the Slate, and compiling and maintaining
Technology information relating to containment and cleanup technology.

Review Council
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"Proiccl/ActiVity  pescription

Arctic Murine  "The legislature appropriated vIUO.000 to fund the commission through FY 2. "Mih the intent in form a Regtorcu

Resources ICiu/ens "Advisory Couneii lor residents ol Alaska®s Arctic coastal communities. .A.MRC would review Axc.ie
Commission ail exploration and development issues aHeeling Alaskans and attempt 10 secure tederal and industry recognition
1.AMRC) J ;uid support as an Arctic Reg tosil Citizens® Advisory Council.

Aiyeska The legislature appropriated S175.000 for DEC to disburse to the Prince William Sound Regional Citizens
Terminal Advisory Council. RC.AC was 1o retain tedmical experts who would review and evaluate dtree monitoring

Bailast Water programs being conducted by DEC at the Aiyeska Valdez Marine Terminal. The dtree programs, which have

Testing/Monitor  been coinplelcd wiilt llrei rgports, were to monitor the inlluent bidlast water io die ballast water treatment

me fecility, to monitor the treated discharge irom the hailast water treatment fecility, and to monitor sedunent
hvdrocarbon chetntsirv ;uid sediment toxicity m Port Valdez.

X
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table d

EXAMPLES OF EXTERNAL FY 92 AND FY 93 RSAs

FY 92 RSA,DEGDMVA. Oil Spill Depots/Corps SI,700,000

Over 5.2 million has been spent on this RSA through fiscal voar end 93

The "communications depot" is the only depot in place. The communications depot is a
Sl.o million project that will be 5093 Response Funded and S0rc federally funded by the
Federal Emergency Management A%ency. The equipment includes two -5 meter trailer
mounted satellite communication dishes, “four loamy satellite communication packages, and
two mobile satellite telephones,

On the same RSA. DMVA trained 823 peoi)_le to be first responders in the event of a sB|II.
First resPonders Include such persons as police and lire personnel. DMVA and the LEPCs
worked together to determine who should e trained and in what iocaiities. A database of
people who were trained was prepared and given to GPRP.

FY 93 RSA. DECIDMVA Qil and Hazardous Substance Release and Response
Preparation and Planning 5800,000

This RSA. which only had 5155.000 in expenditures through fiscal year end 93, was to fund
six different projects, many of the projects being continuing and open-ended. On Response
Corps and Emergency ReSponse Depots DMVA assisted and will continue to assist SPAR
IS preparing a 3-year strategic plan on the development of depots and corps to facilitate
planning and budgeting.

For the State Emergency Response Commission. the Chief of Logistics was appointed by the
Addutant General & his, designee and vice-chair on the commission. DMVA staff assisted
and will continue to assist the Chief of Logistics in his membership roies on various SERC
committees. DMVA Rrowded and will continue to provide a person to serve as the State's
alternate member of tne Alaska Regional Response Team.

DMVA provided and will continue to provige an ex-offlcio. non-voting member to the board
of directors on each of the two R§9|onal Citizens' Advisory Councils in Alaska. For
Emergency Response Planning. DMVA provided technical assistance to Local Emergency
Planning Committees to ensure their response plans are consistent with the State Emergency
Operations Plan.  DMVA assisted and will continue to assist SPAR in developing a
communications pian for response to oil and hazardous substance releases.
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FY 93 RSA. DEC DMVa Geographic Information Systems (FEMME) $439.300

This RSA is to be used primarily for contractual services from the University of Alaska.
Anchorage and the purchase of hardware and software. DMVA will deveiop an emergency
management decision system for the State Emergency Operations Center with this funding
ensurmq that the system aids mana%_ement of oil and hazardous substance release. incigents.
The system will incgrporate a graphic user interface which will be compatible with DEC's
geographic information_systent 1ds'). GIS will provide an automated gecision support
System ana an automatic” resource trackln_?_ system. The GIS system wall use computer
graphics to snow a map of response capabilitiés.

For an estimated $250,000. the university will prepare a briefing paper on the emergency
management decision system which includes: estimated costs for e(iwpment, software, and
training; a phasing pian: schedules and project milestones; cost/benefit analysis: and

personnel utilization.

The hardware and software for the emergency management decision system is estimated to
cost S175.000.

FY 93 RSA, DECIDFG Spill Prevention Pla_nnincg and Management-Assistance and
Stare Emergency Response-Commission Contingency Plans S202200C.

This RSA is to have DFG's participation on throe distinct projects. DFG is expected to be
reimbursed S5.000 for their participation in the quarterly” State Emergency Response
Commission meetings and in an}/] Emergency Response Committee meetings.” DFG will
co(rjnpl_eltgI _\{cvork tasks assigned by the commission or committees ana provide expertise on fish
and wildlife services.

DFG anticipates having SI27.200 in reimoursable expenditures for thelr_i)art_lmpathn in oll
pollution cantrol. DFG will review and comment on approximately 180 ail spill contingency
Plans submitted b¥_ mdustr]y for compliance wuh state requlations. DFG's primary focus is
0 enhance protection of fish and wildlife populations, nabitats, and public uses of these

rESOUrces.

DFG anticiﬁates havin% $70,000 in reimbursable expenditures for their participation in
reviewing the state master and regional plans.
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FY 93 RSA, DEC;DNR Industry Canrfniiencv Plan Reviews end Siaie Emergency
Response Commission S25.90D

This RSA is to have are Department of Natural Resources’ (DNRS) participation on two
distinct projects. DNR s expected to be reimbursed $5,000 for thélr participation in the
uarter_l>( State Emergencg Response Commission meetings and n any Emergency Response
ommiftee meetings. DNR will complete work tasks' assigned Cy the commission or

committees.

DNR anticipates having $23,900 in reimbursable expenditures for their participation in oil
pollution cantrol. DNR™wall review and comment on approxir. ately 170oil spii! contingency
Plans submitted by industry for compliance with state requlations. DNR’s primary focus is
C ensure that sensitive nafural resource areas are adequately protected.
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DEPT, OF E.W IRONMEVTAL CONSERVATION
410 Willougnoy .. Juneau. AK S98C1 SC7)465-501

M. Randy S. Welker

Legislative Aucitor _ _
Legislative Budget ana Audi Committee
Division cf LegiSlative Audit

P 0. Box 11
Juneau, AK 991 1-30

Dear M. Welker:

Thank ¥ou for the opportunity to reply to the Division o' Leglslatlve Audit's Preliminar
Audit of the O anc Hazardous Substance Release Response Fund (Response Func¥
First Iwould like to formally thank Ms. Cynthia Ryan and M, Kristin Dolquist for the
ﬁ]r_ofessmnal ana thorough mapner In which_ ‘e c%ncuctea this audit. 1have hearc
IS comment made by Several members of m;y staff.

In general, we believe that this oraf* audit .sport accurately reflects the legislative and
Department of Environmental Ccnsery- ‘on E)DEC) history of the Responsé Func. We
also generally agree with the description of curreit DEC” management of the
Response Fund.” In the face of the many misunderstandings currently existing about
the eslponse Fund and its intended purpose, it is refreshing to see Such an accurate
explanation of the Func.

LEGISLATIVE AUDIT

Recommendation No. 1

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

We agree with ihe proposed statutor chanq:e_s 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 trainirg to all
relevant personnel.

We generall{P/ agree with this recommendation and will take immediate steps to
implement it



CHC nas been pursuing cost recovery on selected oil and nazsrcous releases
since FY90 A.formal £0s: rgcove%notlflcatlon palicy and process. has oeen in
clace since April of 1552 and a draft cost recover/ manual ana training was
completed m August of 1953

We agree that these policieé and procedures sncula be fin_%lized anc that any
training inadequactes snould be rémedied 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 qne that will require coordinated
assessments \ith_other government agencies, espemaléy the Department of
Defense (DOD). The DEC has a formal Statement of Cooperation with the
DOD and “an dssessment 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 prlorltY _
contaminated sites determined b,y he ranking model and jUdgement by reglonal
staff with the suspicion t'at the responsible Party is reluctant or unwilling 1
conduct the necessary cleanup. We agree with"the recommendation tc ﬁ_rcwce
a better listing and have been developing_ policies and guidance during this
fiscal year to"put In place a more aggresSive approach o confirm responsible
party intent and prioritize al contaminated sites into a high/medium/low

category

Thank you a%ain for the opPortunit}/ to respond to this draft audit and we look forward
to working with your office toward the completion of the proposed management

recommendations.

Sincerely,
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CS FOR HOUSE BILL NO. 238(RES)
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE RESOURCES COMMITTEE

ered:
eferred:

Sponsor(s):  HOUSE SPECIAL COMMITTEE ON OIL AND GAS

A BILL
FOR AN ACT ENTITLED
"An Act relating to and redesignating the oil and hazardous substance release
response fund and to the content of reports relating to oil and hazardous
substances; amending requirements relating to the revision of state and regional
master prevention and contingency plans and requirements rekted to expenditures
for oil or hazardous substances; amending the authority to contract to provide
personnel to respond to a release or threatened release of oil or a hazardous
substance; terminating the nickel-per-barrel oil conservation surcharge; and levying
and collecting two new oil surcharges; providing for the suspension and

reimposition of one of the new surcharges; and providing for an effective date."

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

* Section 1. AS 26.23.020(g) is amended to read:
(g) In addition to any other powers conferred upon the governor by law, the

1 CSHB 233(RES)
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governor may, under AS 26.23.010 - 26.23.220,

(1) suspend the provisions of any regulatory statute prescribing
procedures for the conduct of state business, or the orders or regulations of any state
agency, if compliance with the provisions of the statute, order, or regulation would
prevent, or substantially impede or delay, action necessary to cope with the disaster
emergency;

(2) use all available resources of the state government and of each
political subdivision of the state as reasonably necessary to cope with the disaster
emergency;

(3) transfer personnel or alter the functions of state departments and
agencies or units of them for the purpose of performing or facilitating the performance
of disaster emergency services;

(4) subject to any applicable requirements for compensation under
AS 26.23.160, commandeer or utilize any private property, except for all news media
other than as specifically provided for in AS 26.23.010 - 26.23.220, if the governor
considers this necessary to cope with the disaster emergency;

(5) direct and compel the relocation of all or part of the population
from any stricken or threatened area in the state, if the governor considers relocation
necessary for the preservation of life or for other disaste. mitigation purpose;

(6) prescribe routes, modes of transportation, and destinations in
connection with necessary relocation;

(7) control ingress to and egress from a disaster area, the movement of
persons within the area, anti die occupancy of premises in it;

(8) suspend or limit the sale, dispensing, or transportation of alcoholic
beverages, firearms, explosives, and combustibles;

(9) make provisions for the availability and use of temporary'
emergency housing;

(10) allocate or redistribute food, water, fuel, or clothing; and

(11) use money from the oil and hazardous substance release
response account in the oil and hazardous substance release prevention and response
fund, established by AS 46.08.010, to respond to a declared disaster emergency related

Zz
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to an oil or hazardous substance discharge.

* Sec. 2. AS 29.60.510(a) is amended to read:

(a) The commissioner may use money from the oil and hazardous substance
release response account in the oil and hazardous substance release prevention and
response fund to make grants to a municipality or village that is affected by the release
or by tlte response to the release and that demonstrates that the release or response to
the release involves extraordinary expenditures that are beyond the reasonable
capability of the municipality or village to meet from the current revenue sources of
the municipality or village if

(1) the governor determines that a release of oil or a hazardous
substance exceeds 2,500 barrels of oil, or exceeds an amount of a hazardous substance
that, when released into the environment, presents a threat to the economy and public
welfare of the municipalities and villages affected by it at least equivalent in effect to
the effect of a release of oil in an amount defined by this paragraph;

(2) the release has been proclaimed a disaster emerger.~v by the
governor under AS 26.23.020; and

(3) the governor finds that

(A) the release of the oil or hazardous substance into the
environment presents a real and substantial threat to the economy and public
welfare of the municipalities and villages that are affected by the release and
by the resultant activities to contain and clean up the release; and

(B) it is in the best interest of the state to pay the expenses
incurred by municipalities and villages to mitigate the social and economic
effects that arise out of the release of the oil or the hazardous substance and
the resultant cleanup activities.

* Sec. 3. AS 29.60.510(b) is amended to read:

(b) For each disaster emergency declared by the governor under AS 26.23.020,
and subject to agreement with the commissioner of environmental conservation as to
the amount of money in the fund that may be used by the department to make grants,
the commissioner may expend not more than $10,000,000 [OF THE BALANCE OF
THE FUND THAT IS APPROPRIATED TO THE SPELL RESERVFTOR] of the

-3- CSHB 238(RES)
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unrestricted balance of the fund for grants authorized under this section. If the
commissioner and the commissioner of environmental conservation do not agree on the
amount of money in the fund that may be used by the department to make grants
under AS 29.60.500 - 29.60.599, the governor shall make the determination.

* Sec. 4. AS 29.60.560(e) is amended to read:
(e) Expenditures made under this section may be made only from die amount

transferred to the commissioner under AS 29.60.510(c), unless

(1) the commissioner and the commissioner of environmental
conservation mutually agree that payment may be made from money in the oil and
hazardous substance release response account in the oil and hazardous substance
release prevention and response fund not transferred under AS 29.60.510(c); or

(2) the commissioner pays them from another source.

* Sec. 5. AS 29.60.599(4) is amended to read:
(4) "fund" means the oil and hazardous substance release prevention

and response fund established by AS 46.08.010;

* Sec. 6. AS 37.14.410 is amended to read:

Sec. 37.14.410. REIMBURSED EXPENDITURES, (a) Amounts received by
the state as reimbursement for expenses related to the Exxon Valdez oil spill incurred
by the state on or before December 31, 1992, shall be deposited in the general fund
and, except as required under (b) of this section, may not be credited to the oil and
hazardous substance release mitigation account under AS 46.04.010 or to an account
established in AS 46.08.020 or 46.08.025.

(b) A percentage of each payment deposited in the general fund under (a) of

this section shall be credited to the oil and hazardous substance release prevention
mitigation account established in [OIL AND HAZARDOUS SUBSTANCE
RELEASE MITIGATION ACCOUNT UNDER AS 46.04.010 OR] AS 46.08.020.

That percentage is determined by dividing
(1) die amount of the expenses for which the state may be reimbursed

under (a) of this section that were paid from the former oil and hazardous substance
release response fund established under AS 46.08.010, by
(2) the total amount of expenses for which the state may b*reimbursed

CSHB 233(RES) <4

New Texc Underlined [DELETED TEXT BRACKETED]



O© UMW N o o1 B W N R

[EE
o

11
12
13
14
15
16
17
18
19
20
21

23
24
25
26
21
28
29
30
31

WORK DRAFT WORK DRAFT WORK DRAFT

under (a) of this section.

*Sec. 7. AS 43.55 is amended by adding a new section to read:

Sec. 43.55.201. SURCHARGE LEVIED, (a) Every producer of oil shall pay
a surcharge of $.02 per barrel of oil produced from each lease or property in the state,
less any oil the ownership or right to which is exempt from taxation.

(b) The surcharge imposed by (a) of this section is in addition to and shall be
paid in the same manner as the tax imposed by AS 43.55.011 - 43.55.150, and is in
addition to the surcharge imposed by AS 43.55.300 - 43.55.310.

(c) A producer of oil shall make reports of production in the same manner and
under the same penalties as required under AS 43.55.011 - 43.55.150.

* Sec. 8. AS 43.55 is amended by adding a new section to read:

Sec. 43.55.211. USE OF REVENUE DERIVED FROM SURCHARGE. The
legislature may use the annual estimated balance of the account maintained under
AS 37.05.142 for deposits into the general fund of the proceeds of die surcharge levied
under AS 43.55.201 to make appropriations to the response account in the oil and
hazardous substance release prevention and response fund established by AS 46.08.010.

*Sec. 9. AS 43.55 is amended by adding a new section to read:

Sec. 4355221,  SUSPENSION AND REIMPOSmON OF THE
SURCHARGE, (a) Not later than 30 days after the end of each calendar quarter, the
commissioner of administration shall determine, as of the end of that quarter, the fiscal
year’s

(1) unreserved and unobligated balance in the response account of the
oil and hazardous substance release prevention and response fund established in
AS 46.08.010; for purposes of this paragraph, the "unreserved and unobligated balance
in the response account” means the cash balance of the response account less the sum
of

(A) reserves for outstanding appropriations from the response
account;
(B) encumbrances of money in the response account; and
(C) other liabilities of the response account;
(2) balance of the account maintained undei AS 37.05.142 that accounts

5 CSHB 238(RES)
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for the proceeds of the surcharge that are deposited in the general fund;

(3) balance of the release midgation account that originated from the
sources described in AS 46.08.025(a)(2) and that is available for appropriation to the
response account of the fund established in AS 46.08.010;

(4) total appropriations from the response account of the oil and
hazardous substance release prevention and response fund established in AS 46.08.010;
in calculating total appropriations under this paragraph, the commissioner of
administration may not consider money appropriated from the response account for a
purpose described in AS 46.08.045(a)(1).

(b) Within 15 days after making the determinations required by (a) of this
section, the commissioner of administration shall

(1) add the amounts determined under (a)(1) - (3) of this section;

(2) determine tx difference between the amount determined under (1)
of this suDsection and the amount determined under ()0 of this secion; and

(3) report the amount determined under (2) of this ubsection to the
commissioner.

(c) In making the determination required by (a) of this section, the
commissioner of administration may not consider money described in () of this
section that is subject to a dedication imposed by law that restricts the use of the
money to a specific purpose for which the response account of the oil and hazardous
substance release prevention and response fund established in AS 46.08.010 may not
be lawfully expended.

(d) If the commissioner of administration repons that the difference determined
under (b) of this section equals or exceeds $50,000,000, the commissioner of revenue
shall suspend imposition and collection of the surcharge levied and collected under
AS 43.55.201. Suspension of the imposition and collection of the surcharge begins on
the first day of the calendar quaner next following the commissioner’s receipt of the
commissioner of administration’s report under (b) of this section. Before the first day
of a suspension authorized by this subsection, the commissioner shall make a
reasonable effort to notify all persons who are known to the department to be paying
the surcharge under AS 43.55.201 that the surcharge will be suspended.*"

CSHB 23S(RES) 5
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(e) Except as provided in AS 43.55.231, if the commissioner of administration
repons that the difference determined under (b) of this section is less than
$50,000,000, the commissioner of revenue shall require imposition and collection of
the surcharge authorized under AS 43.55.201. Reimposition of the surcharge begins
on the first day of the calendar- quarter next following the commissioner’s receipt of
the commissioner of administration’s report under (b) of this section. Before the first
day of reimposition of the surcharge authorized by this subsection, the commissioner
shall make a reasonable effort to notify all persons who are known to the department
to be required to pay the surcharge under AS 43.55.201 that the surcharge will be
reimposed.

() Notwithstanding the requirement of (a) of this section that the cumulative
determination of receipts and expenditures be made quail' rly, when the amount
determined under (b) of this section is 545,000,000 or more, the commissioner of
administration shall make the determinations required by this section not later than 30
days before each calendar quarter and every 30 days thereafter.

* Sec. 10. AS 43.55 is amended by adding a new section to read:

Sec. 43.55.231. SURCHARGE NOT IMPOSED, (a) The surcharge authorized

by AS 43.55.201 is not levied during any fiscal year for which

(1) the legislature does not, during the regular or a special legislative
session preceding the first day of the fiscal year, appropriate at least an amount equal
to the amount determined under (b) of this section from the general fund to the
response account in the oil and hazardous substance release prevention and response
fund; or

(2) the legislature, during the regular or a special legislative session
preceding the first day of the fiscal year, appropriates at least the amount of money
equal to the amount determined under (b) of this section from the general fund to the
response account in the oil and hazardous substance release prevention and response
fund and that appropriation is vetoed or reduced by the governor.

(b) The amount of money required to be appropriated from the general fund

to the response account in the oil and hazardous substance release prevention and
response fund by (a) of this section is the amount, determined for the last day of the

CSHB 238(RES)
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preceding fiscal year, that is the sum of the actual or estimated balan i of

(1) the account maintained under AS 37.05.142 to account for all
proceeds of the surcharge that are deposited into the general fund; and

(2) the portion of the balance of the response mitigation account that
originated from the recovery of money described in AS 46.08.025(a)(2) and that was
originally expended from the response account of the fund.

* Sec. 11. AS 43.55 is amended by adding a new section to read:

Sec. 43.55.299. DEFINITIONS. In AS 43.55.201 - 43.55.299,
(1) "response account” means the oil and hazardous substance release

response account established in AS 46.08.010(a)(2);
(2) "response mitigation account” means the oil and hazardous

substance release response mitigation account established in AS 46.08.025(b).

* Sec. 12. AS 43.55 is amended by adding new sections to read:

ARTICLE 2A. ADDITIONAL CONSERVATION SURCHARGE ON OIL.

Sec. 43.55.300. SURCHARGE LEVIED, (a) Every producer of oil shall pay
a surcharge of S.03 per barrel of oil produced from each lease or property in the state,
less any oil the ownership or right to which is exempt from taxation.

(b) The surcharge imposed by (a) of this section is in addition to and shall be
paid in the same manner as the tax imposed by AS 43.55.011 - 43.55.150; and is in
addition to the surcharge imposed by AS 43.55.201 - 43.55.299.

(c) A producer of oil shall make repons of production in the same manner and
under the same penalties as required under AS 43.55.011 - 43.55.150.

Sec. 43.55.310. USE OF REVENUE DERIVED FROM SURCHARGE. The
legislature may use the annual estimated balance of the account maintained under
AS 37.05.142 for deposits into the general fund of the proceeds of the surcharge levied
under AS 43.55.300 to make appropriations to the oil and hazardous substance release
prevention account in the oil and hazardous substance, release prevention and response
fund established by AS 46.08.010.

* Sec. 13. AS 43.55.900(15) is amended to read:

(15) "surcharge" means

) when used in AS 4350201 - 4355290 1T surcharge

New Text Underlined (DELETED TEXT BRACKETEDJ
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levied by AS 43.55.201:

(B) when used in AS 43.55.300 - 43.55.310. the surcharg

levied bv AS 43.55.300 [AS 43.55.200];
* Sec. 14. AS 46.04.010 is amended to read:

Sec. 46.04.010. REIMBURSEMENT FOR CLEANUP EXPENSES. The
department shall promptly seek reimbursement under AS 46.03.760(e), AS 46.08.070,
or from an applicable federal fund, for the expenses it incurs in cleaning up or
containing a discharge of oil. If die department obtains reimbursement for a pordon
of its expenses ffom a federal fund, the remainder of the expenses incurred may be
recovered under AS 46.03.760(e) or AS 46.08.070. Money received by the department
under this section shall be deposited in the general fund and credited to a special
account called the "oil .nd hazardous substance release response mitigation account".

* Sec. 15. AS 46.04.200(a) is amended to read:

(@) The department shall

m prepare [AND ANNUALLY REVIEW AND REVISE] a statewide
master oil and hazardous substance discharge prevention and contingency plan:

(2) annually review the statewide master oil and hazardous
substance discharge prevention and contingency plan: and

(3) revise the statewide master oil and hazardous substance
discharge prevention and contingency plan when, in the judgment of the
commissioner, revision is necessary.

* Sec. 16. AS 46.04.200(c) is amended to read:

(c) In preparing [AND ANNUALLY REVIEWING] the initial state
plan, the commissioner shall

(1)  consult with municipal and community officials, and with
representatives of affected regional organizations;

(2) submit the draft plan to the public for review and comment;

(3) submit the plan to the legislature for review, not later than the 10th
day following the convening of a [EACH] regular session [, THE PLAN AND ANY
ANNUAL REVISION OF THE PLANJ;

(4)  require or schedule unannounced oil spill drills-no test the

9 CSHB 235(RES)
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sufficiency of an oil discharge prevenuon and contingency plan approved under
AS 46.04 030 or of the cleanup plans of a party identified under (b)(2) of this section;
and

(5) submit the plan [AND ANY ANNUAL REVISION] to the Alask

State  Emergency Response Commission for its review and approval under
AS 46.13.045.

* Sec. 17. AS 46.04.210(a) is amended to read:
(a) For any region of the state, the boundaries of which are determined by the

commissioner by regulation, in which the department is required to review and approve
an oil discharge prevention and contingency plan submitted by a person under
AS 46.04.030, the department shall

(T) prepare [AND ANNUALLY REVIEW AND REVISE] a regional
master oil and hazardous substance discharge prevention and contingency plan:

(2) annually review the regional master oil and hazardous substance
discharge prevention and contingency plan: and

(3) revise the regional master oil and hazardous substance
discharge prevention and contingency plan: the commissioner shall revise a
regional master plan whenever, in the judgment of the commissioner, revision is

necessary.

* Sec. IS. AS 46.08.005 is amended to read:

Sec. 46.08.005. PURPOSE. The legislature finds and declares that the release
of oil or hazardous substmces into the environment presents a real and substantial
threat to the public health and welfare, to the environment, and to the economy of the
state. The legislature therefore concludes that it is in the best interest of the state and
Its citizens to provide a readily available fund for the payment of the expenses incurred
by me Department of Environmental Conservation in responding to releases or
threatened releases of oil or hazardous substances, and [THE DEPARTMENT OF
TRANSPORTATION AND PUBLIC FACILITIES] in the protecion of the
environment of the state from the release of oil or hazardous substances.

* Sec. 19. AS 46.08.010(a) is amended to read:

(@) There is established in the state general fund the oil ahd hazardous

CSHB 238(RES) -10-
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substance release prevention and response fund. The fund shall be administered by
the commissioner. The fund is composed of two accounts.
(1) the oil and hazardous substance release prevention account:
(2) the oil and hazardous substance release response account.
* Sec. 20. AS 46.08.010(b) is amended to read:

(b) Money from an appropriation made to an account in the fund remaining

in that account [THE FUND] at the end of a fiscal voar does not lapse and remains
available for expenditure in successive fiscal years.
* Sec. 21. AS 46.08.020 is amended to read:

Sec. 46.08.020. FINANCING OF THE OIL AND HAZARDOUS
SUBSTANCE RELEASE PREVENTION ACCOUNT [FUND], (a) The legislature
may appropriate from the following sources to the release prevention account in the
fund:

(1) money received from federal, state, or other sources or from a
private donor,
(2) [MONEY RECOVERED OR OTHERWISE RECEIVED FROM
PARTIES RESPONSIBLE FOR THE CONTAINMENT AND CLEANUP OF OIL OR
A HAZARDOUS SUBSTANCE AT A SPECIFIC SITE.,, BUT EXCLUDING FUNDS
FROM PERFORMANCE BONDS AND OTHER FORMS OF FINANCIAL
RESPONSIBILITY HELD IN ESCROW PFNDING SATISFACTORY
PERFORMANCE OF A PRIVATELY FINANCED RESPONSE ACTION;
(3)] fines or [,] penalties collected [ OR DAMAGES RECOVERED
UNDER AS 46.08.005 - 46.08.080 OR OTHER LAW FOR COSTS INCURRED] by
the state as a result of the release or threatened release of oil or a hazardous s’lbstance”
(3) the interest earned on the balances of each of the following:
(A) the prevention account:
(B) the prevention mitigation account:
(C) the response account: and
(D) the response mitigation account;
(4) fees for services collected under AS 44.46.025(a)(4) and (a)(5):
(5) fees for services collected under AS 44.46.025(a)(8) fo the extent

- CSHR 238(RES)
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those fees involve certification of laboratories conducting environmental analyses
of oil or hazardous substances or other related analyses required bv the
department;

(6) fees collected bv the department for the registration of oil spi

response action contractors under AS 46.04.035.

(b) Money received by the state under (a)(2) - (6) [(a)(2) AND (a)(3)] of this
section shall be deposited in the general fund and credited to a special account called
the "oil and hazardous substance release prevention mitigation account" The
legislature may annually appropriate to the prevention account in the fund from the
prevention mitigation [THIS] account a sum equal to the amountreceivedunder
(a)(2) - (6) [(a)(2) AND (a)(3)] of this section during the calendar yearpreceding the
legislative session in which the appropriation' are to be made.

* Sec. 22. AS 46.08 is amended by adding a new. section to read:

Sec. 46.08.025.  FINANCING OF THE OIL AND HAZARDOUS
SUBSTANCE RELEASE RESPONSE ACCOUNT, (a) The legislature may
appropriate from the following sources to the oil and hazardous substance release
response account in the fund:

(1) money received from federal, state, or other sources or from a
private donor,

(2) money recovered or otherwise received from parties responsible for
the containment and cleanup of oil or a hazardous substance at a specific site, but
excluding

(A) money from performance bonds and other forms of
financial responsibility held in escrow pending satisfactory performance of a
privately financed response action; or

(B) fines and penalties described in AS 46.08.020(a)(2): and

(3) natural resource or other damages recovered by the state as a result
of the release or threatened release of oil or a hazardous substance, but excluding
money described in (a)(2) of this section or AS 46.08.040(a)(2).

(b) Money received by the state under (a)(2) and (3) of this section shall be
deposited in the general fund and credited to a special account called the "oil and

CSHB 238(RES) o
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hazardous substance release response mitigation account." The legislature may
annually appropriate to the response account in the fund from die response mitigation
account a sum equal to the amount received under (a)(2) and (3) of this section during
the calendar year preceding the legislative session in which die appropriations are to

be made.
* Sec. 23. AS 46.08.040(a) is amended to read:
(a) The [IN ADDITION TO MONEY IN THE FUND THAT IS

TRANSFERRED TO THE COMMISSIONER OF COMMUNITY AND REGIONAL
AFFAIRS TO MAKE GRANTS UNDER AS 29.60.510 AND TO PAY FOR IMPACT
ASSESSMENTS UNDER AS 29.60.560, THE] commissioner of environmental
conservation may use money from the prevention account in the fund to

(1) [INVESTIGATE AND EVALUATE THE RELEASE OR
THREATENED RELEASE OF OIL OR A HAZARDOUS SUBSTANCE, AND
CONTAIN, CLEAN UP, AND TAKE OTHER NECESSARY ACTION SUCH
AS MONITORING AND ASSESSING, TO ADDRESS A RELF OR
THREATENED RELEASE OF OIL OR A HAZARDOUS SUBSTANCE THAT
POSES AN IMMINENT AND SUBSTANTIAL THREAT TC THE PUBLIC
HEALTH OR WELFARE, OR TO THE ENVIRONMENT;

(2)] pay all costs incurred to

(A) establish and maintain the oil and hazardous substance
response office;

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

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

(D) verify or establish proof of financial responsibility required
by AS 46.04.040; *“

13 CSHB 238(RES)
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(2) establish and maintain [(3) PAY THE EXPENSES INCURRED
BY TEE ALASKA DIVISION OF EMERGENCY SERVICES FOR] the oil and
hazardous substance response corps and the oil and hazardous substance response
depots;.

(3) [WHEN PRESENTED WITH APPROPRIATE
DOCUMENTATION BY THE DIVISION;

(4) PROVIDE MATCHING FUNDS FOR PARTICIPATION IN
FEDERAL OIL DISCHARGE CLEANUP ACTIVITIES AND UNDER 42 U.S.C.
9601-9657 (COMPREHENSIVE ENVIRONMENTAL RESPONSE,
COMPENSATION, AND LIABILITY ACT OF 1980),

(5)] recover the costs to [THE STATE,] a municipality [,] or a village
of a containment and cleanup resulting from the release or the tlireatened release of
oil or a hazardous substance;

(41 [(6)] prepare, review, and evise

(A) the state’s master oil and hazardous substance discharge
prevention and contingency plan required by AS 46.04.200; and

(B) a regional master oil and hazardous substance discharge
prevention and contingency plan required by AS 46.04.210; and

(51 [(7)] restore the environment by addressing the effects of an oil or
hazardous substance release.

* Sec. 24. AS 46.08.040(c) is amended to read:

(c) Notwithstanding other provisions of this section, money from the oil and
hazardous substa. ‘e release prevention account [FUND] may not be used for a
purpose specified in (a) [(a)(2) - (7)] and (dI [(d)(2)] of this section unless money is
available from an appropriation made specifically for that purpose.

* Sec. 25. AS 46.08.040(d) is amended to read:

(d) Upon a request from

(1) the Alaska Legislative Council, the commissioner shall use money

from the prevention account in the fund to reimburse the Alaska Legislative Council
for expenditures that it makes for the operation of the Citizens’ Oversight Council cn
Oil and Other Hazardous Substances, established under AS 24.20.600; aftd
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(2) the commissioner of transportation and public
commissioner shall transfer money from the prevention account in the fund to the
Department of Transportation and Public Facilities to pay for the construction or
refurbishment of one or more vessels of the Alaska marine highway system that have
the capability to assist in responding to spills of oil and hazardous substances; in
expending money in the prevention account in the fund whose use for vessels of the
marine highway system is authorized by AS 19.65.025 and this paragraph, the
commissioner shall give priority to construction of one or more new vessels that have
the characteristics required by this paragraph.

* Sec. 26. AS 46.08 is amended by adding a new section to read:

Sec. 46.08.045. PURPOSES OF THE OIL AND HAZARDOUS SUBSTANCE
RELEASE RESPONSE ACCOUNT, (a) In addition to money in the response
account that is transferred to the commissioner of community and regional affairs to
make grants under AS 29.60.510 and to pay for impact assessments under
AS 29.60.560, the commissioner of environmental conservation may use money from
the response account to

(1) investigate and evaluate the release or threatened release of oil or
a hazardous substance, and contain, clean up, and take other necessary action, such as
monitoring and assessing, to address a release or threatened release of oil or a
hazardous substance that poses an imminent and substantial threat to the public health
or welfare, or to the environment;

(2) recover the costs to the state of a containment and cleanup resulting
from the release or the threatened release of oil or a hazardous substance;

(3) restore the environment by addressing the effects of an oil or

hazardous substance release; and
(4) provide matching funds for participation in federal oil discharge

cleanup activities and under 42 U.S.C. 9601 - 9657 (Comprehensive Environmental
Response, Compensation and Liability Act of 1980).

facilities,

(b) When the governor declares a disaster related to an oil or hazardous

substance discharge emergency under AS 26.23.020(c), the governor may, during the
effective period of the disaster emergency, use money from the response- account to
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respond to the disaster emergency.

(c) Notwithstanding other provisions of this section, money from the response
account may be used for tlte purposes in (a) of this section without a specific
legislative appropriation. However, when exercising this authority, the commissioner
of environmental conservation shall, within five days of accessing the response
account, provide a written report to the governor summarizing the release, the state’s
actions, both taken and anticipated, the costs of the state’s actions, both taken and
anticipated, and other information considered appropriate by the commissioner or the
governor. The governor may, at any time during the state’s response, approve,
disapprove, or amend the action.

* Sec. 27. AS 46.08.050(b) is amended to read:

(b) A [THE] department that is appropriated or allocated money from the
fund, either directly or through a reimbursable service agreement with the
Department of Environmental Conservation, shall develop procedures governing the
expenditure of, and accounting for, money it expends [EXPENDED] from the fund®
The Department of Environmental Conservation mav not reimburse or pav monev
to another state agency for the agency’s activities under AS 46.08.040 or
AS 46.08.045 unless the state agency provides to the department the information
necessary to complete the report required bv AS 46.08.060 [, AND MAY NOT
DELAY IMPLEMENTATION OF THIS CHAPTER PENDING THE EFFECTIVE
DATE OF THE PROCEDURES].

* Sec. 28. AS 46.08.060(a) is amended to read:

(a) The commissioner shall submit a report to the legislature not later than the
10th day following the convening of each regular session of the legislature. The report
may include information considered significant by the commissioner but must include:
(1) the amount of money expended by the department under
AS 46.08.045 [AS 46.08.040(a)] during the preceding fiscal year;
(2) the amount and source of money received and money recovered by
or on behalf of the department during the preceding fiscal year under
(A) AS 46.04.010 (reimbursement of cleanup expenses):
(B) AS 46.08.020(a)(2) (recovery of fines and penalties): and
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