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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 it 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 in its 
unwillingness to provide reasonable and necessary prevention 
and response measures. We remember meek and ineffectual 
federal and state regulators emasculated by the money and 
power of the industry. And we know how it 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 industry a massive tax 
reduction.

At least in 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 in 
two assures inadequate funding for all aspects of spill 
prevention and response.



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 industry 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, in light of the costs of attempting 
t.o 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 it and understand

Increase the surcharge to ten-cents per barrel

If 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 it occurred. 
I find it difficult to believe that any of you v/ould wish to 
be counted among those responsible for the next major spill. 
Tell the oil industry that to be welcome in Alaska it must be 
willing to pay its way by preserving and improving the "470" 
fund. Kill HB238.
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development in a heavily fished portion of Cook Inlet 
between Kasilof and Anchor,Point.

The groups asked the court for an injunction halt­
ing the lease sale until the case could be heard in 
court.

On Jan. 24, one day before the scheduled sale, Su-

Courf denied the appeal late Tuesday in a one-sen­
tence order that offered no explanation for the deci­
sion.

The case now goes back to Superior Court, where 
oral arguments will be heard Sept. 21.

The Hickel administration has argued that Cran-

lease sales by allowing the director of the Division of 
Oil and Gas discretion in establishing the scope of any 
pre-sale reviews and by allowing the director to de­
cide the relevant issues of any such review.

The bill is scheduled for a hearing today by the 
Senate Finance Committee.
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Williams tries new deal on spiff fund
• By. jEANINE POHL
THE JUNEAU EMPIRE

A new proposal has emerged in 
the legislative fight to change how 
oil industry taxes are funneled into 
the slaters oil and hazardous waste 
cleanup arid spill prevention fund.

Rep.“Bill Williams, D-Saxman, 
wants to keep the nickel-a-barrel 
tax intact/mnd give oil companies 
credits, for money paid once the 
fund reaches its cap of $50 million.

His version of, House Bill 238 has
• the support of the Department of 
Environmental Conservatiori and 
environmental groups. Meanwhile, 
a Senate bill that-has generally 
been supported by. the oil industry 
has moved, to its final committee 
before a Senate vote.

Like the Senate bill, Williams’ 
legislation would change the way. 
the fund is accounted for.

“My goal was to save the oil 
companies money while making 
sure that the money that was being 
bH?nt was being spent correctly,” 
Williams, chairman of House Re­
sources, said Wednesday.,;

His bill gives the DEC what it 
wants - >  single fund to draw on 
to pay for rill response and clean­
ups, as 
grams.
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REP. BILL W ILLIAnrtS

faster.
“It’s far too late in the session 

for such a drastic change," he said 
of Williams’ measure.

Green’s bill and the one spon­
sored by Sen. Mike Miller, R-North 
Pole, would have split the fund in 
two. At first, 3 cents of the nickel 
tax would have gone into a fund for 
catastrophic oil and hazardous 
waste spills, the rest for preven­
tion' programs. That has been 
changed in Miller’s bill to split the 
nickel equally between the two 
•funds.

The tax is a legacy of the Exxon 
Valdez oil spill nearly five years 
ago. The tax was to be suspended 
whenever the spili response and 
, prevention fund nit the $50 million

% ... But -'lawmakers added -:: pro-

grams and responsibilities to the 
fund, and state spending and the 
way the fund is accounted for have 
kept the fund from reaching its 
mark According to DEC, it now 
totals about $37 million, while the 
oil industry has paid out over $112 
million in taxes.

Miller’s bill also has a so-called 
“blackmail clause" that suspends 
half the tax if the Legislature does 
not appropriate all of the current 
fund's money into the newly cre­
ated catastrophic spill account.

The clause would effectively 
end the oil companies’ taxes paid 
to the spill cleanup fund earlier by 
filling up the account, which would 
still have a cap of $50 million.

. Miller defended the the clause, 
saying it is the “big stick" the Leg­
islature needs to fo r t' the state to 
carry out the original .ntent of the 
spill-response legislation.

He said today that DEC and the 
Legislature have "frittered away" 
the fund and his hill will bring ac­
countability to spending. He also 
included language preventing law­
makers from spending spill fund 
money on state ferries to be used 
.for spill cleanup and response.

Miller said he was not familiar 
with Williams bill, but said he 
would be willing to work with the 
House to address what he called 
the accounting problems of the 
spill fund.

Senate Bill 215 continues to be 
opposed by the DEC and environ­
mental organizations while receiv­
ing support from oil companies.

Bob Poe, DEC’S director of ad­
ministrative services, said that un­
der Miller’s bill oil companies

would pay about $8 million over a 
five-year period. With Williams’ 
proposal he said companies would 
pay about $10.3 million over the 
same time period.

“We will continue to make the 
case for stronger support of a pre­
vention and abatement program,” 
DEC commissioner John Sandor 
said. He said the department’s 
preference was to keep the nickel 
whole, as is proposed in Williams 
bill.

Patti Saunders, an attorney for 
the Anchorage-based Alaska Cen­
ter for the Environment, said Wil­
liams’ bill is a great improvement 
over the other measures that 
would change funding of spill pre­
vention and response.

“This bill recognizes the need 
for a balance between the public 
interest ar.d the oil industry’s in­
terests.” Saunders said.

Beverly Ward of Arco Alaska 
Inc. said the way the fund is struc­
tured prevents it from ever reach­
ing the $50 million cap. “We want 
the cap to be achievable so that at 
least part of the time the tax can 
be suspended."

Ward said her initial impression 
of Williams’ bill is that it’s the 
"right approach” in attempting to 
simplify the fund’s accounting, a l­
though she said she’s not ready to 
endorse it yet.

“I don’t think we have much 
confidence that we’d ever get the 
(tax) credit," Ward said.

Williams said he planned to 
schedule a hearing for his bill next 
week in the House Resources Com­
mittee.
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; 470 Fund
A p p ro p r ia te  ness, fa irn e s s  the issues

Legliiirrive battled over the so-called "<170 Fund' oil tax nave certsred on bookkesping and fairness, Each of those i j s u o s  can oa cleanly resolved — and ought to bo.At ISBiWir is o fund titled the Cll era Hazaroous Substances .telsmiu Respomo Fund, finnuccj by n nlckcl-psr-borrci surcharge on oil production and Intended — supporters argue — sc fund prevention ond rsiponie programs for incidents Involving ail types of oii sue iiaiardoua 
substances.Oil companies — which naturally enough wnnt to poy lets — argue that the fund is rigged. It sets a $50 million cop. t.nev argue, but because money is drained away for recurrent expenses, the cop :s never reached.Others — principally the slots Doparmrnr of Environmental Conservation, which spends VO Fund r .onoy on regulatory programs — argue stmt tne tax is doing exactly what was metnded, that the uses of the money are vital, and that changing the levy would mean cutting tisenticl regulatory activities. DEC is supported in (his .nterpr,.taticn by organisations like tne Prince William 
Sound Regional Citium' Advisory Council.So far, most of the debate .nos centered on whether the 470 Fund (.named for the number of the bill by which it waa established; Ls a stacked deck. What we really ought to be talking about li whether the money raised is appropriate — 
and, if so, now it can be fairly collected.It would be hard to argua that the need t o r  oversight, regulation and clean up preparednsu has diminished. Events Ilka the Exxon Vaidez oil apill and critical federal Inspection of plpalinc operations make It clear that constant, vigilant regulation ta essential. Legislators should establish how much money DEC and related organisations need to accomplish that, end fund them adequately It also maxes good sense to nave a iund on hand for emergency response. That seams straightforward, as well. With d fund solely oaoicotcd to that purpose, it prroubly wouid maws sense to cap it and suspend (but not removal 
the levy when tne balance waa fully met Surely legislators can 'sgregate these questions and reach equitable answers to each. It may be possible to do that within the mecnanum of the 4*0 Fund legislation. If not, starting from scratch end fashioning legislation to meet the goals independently is the way to gp.
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C h e e r s  &  J e e r s
IRF— H CLEARING THE QMOKE OUT OP BUILCING81 A 1 * & y )  | cheer to the National Association of Chain I f  fo A  Restaurants for backing the Smoke-Free i./ --SRs Environment Act- of 1993, which would bon jj NOy (I smoking in many buildings open to the public. 
* » Association executive director Tame Oort,who represents 90,000 chair, restaurants, sayo It would be best for Congress to Implement a ban, rather than have n nit-and-mlsi banning syoism. Tobacco spokeswoman Brennan Davit it wrong to lay that the restaurateurs "really hive overstepped their bounds..." with this latest move. Perhaps what'i bugging the tobacco industry ia that the bnttlu ovor smoking ha* switched arenas. Americana are rightly focusing on the rights of nonamokart to breathe clean air, rather than tho rights of smokers to pollute thnt air with carcinogens.
  □

SURGEON GENERAL TAKES ON TEEN j “®y/ I SMOKING; A cheer to Surgeon General I f  Joycelyn Elders for taking the anti-imaklflg ' jCjw j ball and running with It. Ma. Elders has made teon smoking one of her prime causes, and the i « n , J  latest surgeon general's report on smoking Is sure to cause pro-fobaeco folks to blow smoke rings out of their oars, "Smoking Is not just an adult habit. It It an adolescent addiction,*" the said in her latest report — which Is focused entirely or .een-agers and smoking. She's on the 
right track, especially when you canildnr that almost three out of four daily smokers began puffing in their Impressionable adolescence.

aTO SMOKE OR NOT TO flMOi : GIRLS
8WAVIP BY A08T A cheer to the University of California San Diego Cancer Canter for authoring a study linking those oarly female-orionicd tobacco ads to Inoraasing numbers of young girls' picking up tha smoking habit. Tho study shows that as these ada increased, cigarette smoking among female adolescents srrrocktted. During that same time period — from tba lata I9i50e to 1975 — smoking sraong boys was on tha dscllm, according to The New York Timas.

The tobacco industry argument that youngsters turn to smoking because of parental smoking or peer pressure is weakened whon you think twice about It. How did those parents got sucked Into smoking in the first place? And coesn't some pear pressure originate in kids who amulata what they sae on talevlalon, including smoking ads with youthful themss? These kids then Innuaoce other kids to ■dopt smoking end tha cycle 4a repeated.
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L E G I S L A T I V E  B U D G E T  A N D  A U D I T  C O M M I T T E E

D i V l M u r s  O F  L E G I S L A T I V E  A U D I T

The Legislative Budget and Audit Committee is a 
permanent interim committee of the Alaska 
Legislature. The committee is made up of five 
senators and five representatives, with one alternate 
from each legislative chamber. The chairmanship of 
the committee alternates 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 
administrators try increasingly to 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 ail their work, the Division of 
Legislative Audit complies with generally accepted 
auditing standards established by the .American 
Institute of Certified Public Accountants and with 
government auditing standards established by the U.S. 
General Accounting Office.

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

B U D G E T  A N D  AUDIT C O M M I T T E E

Senator Randy Phillips, Chairman
Senator Al Adams
Senator Steve Frank
Senator Steve Rieger
Senator Bert Sharp
Senator Jay Kerttula (alternate)

Representative Terry Martin, Vice Chair 
Representative John Davies 
Representative Mark Hanley 
Representative Ron Larson 
Representative Eileen MacLean 
Representative Sean Parnell (alternate'1

DIVISION OF LEGISLATIVE AUDIT

Randy S. Welker, CPA 
Legislative Auditor 

Merle R. Jenson, CPA 
Deputy Legislative Auditor

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

(907) 465-3830, Junean 
(907) 561-1445, Anchorage 
(907) 465-2347, Juneau FAX
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ALASKA STATE LEGISLATURE
LEGISLATIVE BUDGET AND AUDIT COMMITTEE

Division of Legislative Audit

P. O. Box 113300 
Juneau. AK 9981 i-3300 

907) -165-3830 
FAX (907) 465-23-17January 10. 199-1

Members of the Legislative Budget 
and Audit Committee:

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

DEPARTMENT OF ENVIRONMENTAL CONSERVATION 
OIL AND HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND

January 10. 1944

Audit Contrul Number 
18-4465-4-1

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

The audit was conducted in accordance with generally accepted government auditing 
standards. Fieldwork procedures utilized in the course of developing the findings and 
discussion presented in this report are discu.v>cd in the Objectives. Scope, and Methodology 
beginning on page one.

.^ s £ C  'c
Randy Welker. CPA 
Legi-Tative Auditor



OBJECTIVES. SCOPE- AND METHODOLOGY

in accordance with Title 2- or the Alaska Statutes and a special request by 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 to:

1. Review the history of the Response Fund: including the original purposes of the tunc, 
the reasons for establishing a 5c 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 accounting procedures are currently in place that allow the legislature
to track where and how Response Funds are being spent.

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

Scooe

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

Methodology

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

1. Alaska Statute 46.08. Oil and Hazardous Substance Releases.

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

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT



3. Information pertaining to 19X9's Senate Bill 147 which eventually passed as
Chapter 13. SLA 19X9.

4. Information pertaining to 1989's Senate Biil 256 which eventually passed as
Chapter 29. SLA 19X9.

5. Information pertaining to !9X9's House Bill 68 which eventually passed as 
r \ . - ? n  ~r \ . ovo

6. Information pertaining to 1989‘s Senate Bill 261 which eventually oassed as
Chapter 90. SLA 19X9.

7. Information perraining to 1989 s Senate Biil 260 which eventually passeo as
Chapter I I2. 5LA 1989.

S. Information pertaining to I989’s Senate Bill 264 which eventually passed as
Chapter 113. SLA 1989.

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

10. Information pertaining co 1990‘s House Bill 567 which eventually passed as
Chapter 191. SLA 1990.

11. Information Dertaining to 1990's House Bill 578 which eventually passed as
Chapter 199. SLA 1990.

12. Information pertaining to 1991 's Senate Biil 165 which eventually passed as
Chapter 48. SLA 199 f.

13. Information pertaining to 1991's Senate Bill 25 which eventually passed as 
Chapter 83. SLA 199f.

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

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

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

17. DEC Policy Statements on the Response Fund.

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

19. Industry contingency plans and corresponding documentation maintained at DEC.

ALASKA STATE .LEGISLATURE “  DIVISION OF LEGISLATIVE AUDIT



20. Documents pertaining to DEC p̂:!I re'pon'eN p c l i*ji' Neve:r.cer 8. 1993.

21 DEC database information and other aecumentatton related :c contaminated sites.

22. Oil 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 co venue regarding the Response Fund and its usage.

Addit iona l ly , 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. Staff within Division of Legal Services

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

ALASKA STATE LEGISLATURE DIVISION Of LEGISLATIVE AUDIT
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Account 

A.S. 43.55
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O R G A M Z A T I Q N '  A N D  F U N C T I O N

The 1986 Alaska State Legislature passed House Bill (HB) 470 !Ch 59. sla jsai. a bill relating 
•:o the release ot oil and hazardous substances. This legislation established an Oii and 
Hazardous Substance Release Response Fund (Response Fund) on July I, 1986 with 
appropriations Irom three different sources totalling S08O.666: SI58.677 from ihe balance 01 
the Oil Spiil Mitigation Account. 5221.989 from the balance of the Oil Spill Expense 

.1 G.OOO FY S7 capital budget appropriation. The facing page illustrates 
flowinto and out of the Response Fund.

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

in 1989. the legislature enacted statutes which levied a surcharge of 5c per barrel of taxable 
oii 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 Oil Surcharge Account (surcharge account). As explained on page 13 
in Background Information, the surcharge is subject 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 
io the Response Fund from the surcharge account and S5.033,600 has been appropriated from 
ihe mitigation account. In addition, the legislature nas appropriated in excess of S74.000.000 
front the general fund to the Response Fund through FY 93.

Money left over in the Response Fund after all appropriations have been made to agencies 
for their operating costs has been appropriated to the spill reserve. The spill reserve may be 
accessed by the Department of Environmental Conservation (DEC) only for costs necessary 
to investigate, evaluate, contain, clean up. and take other necessary action to address a 
release or threatened release of oil or a hazardous substance that poses an imminent and 
substantial threat to the public health or welfare, or to the environment. DEC does not 
budget for "response'' to releases of oil 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 emergency releases of oil or hazardous substances paid out of the 
spill reserve. Each year the legislature determines what projects and activities will be paid 
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 plan 
review, state master and regional contingency planning, and working with the State 
Emergency Response Commission.
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5 m l : P r e v e n t i o n  and Response D i m s ion

Within DEC. the primary user of the Response Fund is the Spiil Prevention anc Response 
Division (SPAR). SPAR was created in July IV91 for the purpose of preventing and
responding to negative impacts to public health ana the environment caused by oil and
hazardous substance spills. The division administers four programs:

i , 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 is 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 oii and hazardous discharge. An integral part in the planning 
process is the State Emergency Response Commission (SERC).

GPRP provides staff support to SERC. SERC evolved from the federal Superfund 
Amendments and Reauthorization Act (1986). This legislation required the State to 
minimize tne impact on human health and the environment from oil and hazardous 
substance releases by facilitating iocal. regional, and statewide response planning. 
SERC was established by executive order in iy«S7 but did not become operational 
until FY 91.

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

1. T’ne Industry Preparedness Protzram MPP) focuses on the oil industry’s ability to 
prevent and respond to releases or threatened releases of oil. Statute requires industry 
to submit proof they have both the financial ability and physical ability to respond to 
releases. Their physical ability is demonstrated by a contingency plan which must be 
approved before obtaining a permit to operate. Contingency plan requirements apply 
to oil tank vessels, barges, crude oil pipelines, and onshore and offshore oil 
exploration and production facilities. In addition, oil terminal facilities that contain 
an amount of product specified in statute must have a contingency plan. IPP is 
responsible for reviewing, approving, and testing contingency plans as well as 
ensuring operators meet the financial responsibility requirements set out in statute.

The Contaminated Sites Remediation prouram was created to abate threats to public 
health and the environment posed by sites contaminated by improper 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 -dies posing the greatest 
tnreat are addressed first. The method by which 'lie program addresses a 
contaminated sice depends on the identity of the party responsible for the 
contamination. Cooperative agreements are in piace with the federal government co 
clean up sites where the federal government is the responsible party. A memorandum 
of agreement exists between several state departments to address chose sites where the 
Si..te is the responsible party. For sites where a responsible party is willing to heip 
clean up. the program provides oversight. If a site poses a substantial threat and no 
responsible party has been identified or the responsible party is unable or unwilling 
to clean up. the State will cake the ieaa cleanup efforts.

4. The Underground Storage Tank program assists owners and operators in meeting 
federal regulations. These regulations require new underground storage tank 
installations to meet national standards and tanks already in operation phase-in to 
meet those standards. 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 mitigation account thereby reducing funding that Hows from the mitigation 
account into the Response Fund.

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

DEC has been divided into Northern Region. Soutncentrai Region. Southeast Region, and 
Pipeline Corridor Region. Regional managers report directly to the commissioner and are 
responsible for making sure SPAR program objectives, as well as other divisions’ program 
objectives, are accomplished. Regional offices assume line authority of district and field 
office staffs. Actual work on contaminated sites, -pill response, spill drill and inspections, 
ana review of contingency plans is accomoiished primarily by district offices with support 
from their region.
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in addition to money m the fund that is transferred to 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 to

t () investigate and evaiuatc the release or threatened release of 
oil or a hazardous substance and

Senate Bill 261 
[Ch 90. SLA S9|

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

House Biil 470 
[Ch 59. SLA Sfi|

nay ail coms incurred to
(Al estahiish and maintain Lite oil and hazardous substnnc 

response office:
reworced by:

HB 567 [Ch 19 . SLA 901 
HB 566 ICh 190. SLA 901

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

iCi conduct training, response exercises, inspections, and 
tests, in order to verify equipment inventories and ability 
to prevent and respond io oil and hazardous, substance 
release emergencies, and to undertake oilier activities 
intended to verify or establish the preparedness of the 
Mate, a municipality, or a party required by A S .
46.04.0 30 to have an approved contingency plan to act 
in aceurdatice with that plan; and 

• Di to verify or establish proof of financial.responsibility 
required Iw AS 46.04.040:

House Bill 567 
|Ch 191. SLA 901

pay the expenses incurred by the Alaska division of 
cmei eency '.ervices for the oil and hazardous substance 
.V'pniiNC corps and Ihe oil and hazardous subsiance response 
depots when presented with appropriate documentation by 
ihe dr.iMoii:

reworded by:
HB 567 |Ch 191. SLA 9(>| 
HB 566 ICh 191). SLA HOI

PIRPOSFS OFTHK RKSPONSK FUND 
AS 46 .0 8 .0 4 0
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Kntiv. 3iii -70 
,’Cii 'l). SLA. 56 i

Senate Biil 261 
ICIi VO. SL.A X«|

House Bill 566 
!Ch 190. SLA 901

House Bill 57X 
Ch 199. SLA 901

Senate Bill 165 
jCh AX. SLA 911

|A| provide matching funds lor participation in federal oii
cksciiitrge cleanup activities and under ±2 C.5.C. 9601-9657 
tCompieiie.MMve Environinentai Response. Compensation.
.ind Liability Act oi i9Slli:

(5) recover ihe costs to the stale, a municiptiiiiy. or a village of a 
containment and cleiutup resulting Crotn the release or live 
threatened release of oil or a Imzordous substance:

161 prepare, review, and revise
(A) ihe state s masier oii and hazardous substance discharge 

prevention and coniingency plan required by 
AS -6.1U.Lot); and 

i B ) a regional masier oil ;uid hazardous substance discharge 
prevention and eoimngoncy plati required by 
A S -6.tU.2K): and 

(1) resiore the environment by addressing the effects of an oii or 
hazardous substance release.

ibi When the governor declares a disaster related to an oil or
ha/;irdo!i.s sub'iance discharge emergency under AS 26.23.020(c). 
the governor may. during the effective period of ihe disaster 
emergency, use money from die fund to respond to the disaster 
emergency.

(c) Notwithstanding other provisions of this section, money from the 
fund may not he used for a purpose specified in (a)(2)— (7) and 
(d)(2) of this section unless money is available from an 
appropriation made specifically for that purpose.

(dI Upon request Horn
(I) the Alaska Legislative Council, the commissioner shall use 

monev front ihe fund to reimburse the Alaska Legislative 
Council lor expenditures that 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

(2) Lite commiinner of transportation and public facilities, die 
cominis.Moncr shall transfer money from the fund to the 
Dcpaituiciii oi Transportation and Public Facilities ro pay for 
the .oiiMrnction or rolurbishinent of one or more vessels of 
the Alaska maiino highway system diat liave the capability to 
assist in ics|nmding to spills of oil and hazardous substances: 
in expending money in the fund whose use for vessels of the 
marine Inehwny system is authorized by AS 19.65.025 and 
this p.trnguph. the commissioner shall give priority to 
coii'Uiiciioii ot one or more new vessels that have the 
cluiractciistics required hv this paragraph.
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3 A C ;< G R 0 1 A D ! N FORMATION

The Respon.se Fond was estabii.sneri with the passage or' House 3iil -70 in 1986 [Ch iA 
5la sfil by the ieuisiature and the governor signing tne oii! into law. The bill, which was 
sponsored by Representative Mike Davis, created the Response Fund in the state genera! 
fund. The legislature set out their reason for establishing the Response Fund in the Purpose. 
AS 46.0h.005. In that stated purpose, they declared the release of oil or hazardous 
substances presents a substantial threat to public health, to the environment, and to the 
economy of the State. The Response Fund was to provide a readily available fund for the 
payment of expenses incurred by DEC in protecting the environment from oil and hazardous 
substances releases.

Oriumal uses of the Response Fund

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

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

Alaska Statute 46.0tS.010 specifically disallowed using the fund for capital improvements.1 
During meetings of the House Special Committee on Oil and Gas. the commissioner of DEC 
explained that he did not want the fund to be viewed only as a means to deal with future 
spills, but also “ro in vest!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. penalties, or damages recovered because of an oil or 
hazardous release would be deposited in the general fund into a special account called the 
mitigation account. The legislature could annually appropriate to the Response Fund a sum

'"Capital improvmncni" is defined in AS 46.0S in mean ''n m . u n i n u i n . r e n o v a t i o n .  r e p a i r  o f .  a n d  im p r o v e m e n t  
i u . a  b u d d i n g .  b i n  a o e <  m i l  i n r l m l e  o t h e r  im p r o v e m e n t s  to  r e a l  p i  n p e n v .  s u c h  u s  c o n s t r u c t i o n  o f  a  d i k e  o r  r e t a i n i n g

w a l l . ‘
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equai to the amount received in the mitigation account during the calendar year preceding 
mat legislative session.

Legislature reacts to Exxon \'aiae: grounding

No new legislation was introduced or passed regarding the Response Fund between June i. 
1986. the effective date of the original legislation, and March 24. 1989 when the Exxon 
Wilcie: hit Bligh Reef in Prince William Sound. After that incident, six bills were enacted 

!'J«U tha: aTectr !' : 7 ?-:ponse Fund. The current purposes of the fund with annotation 
of the bill and date of each section change can oe found or, pages 8 and 9. Senate Bill 247 
(Ch I.?. SLA x«| went into effect _iu.sc 20 days after the Exxon Vuhlcz oil spill and was to cover 
expenditures necessitated by the state response. The legislature appropriated S20 million co 
ihe Response Fund, of which S!0 million came from ihe general fund and SIO million came 
from general fund program receipts, which were to be reimbursement of cleanup costs from 
Exxon.

Senate Bill (SB) 256 |Ch 2‘>. SLA S9|, wnile being approved by ihe governor on May 11. 1989. 
was made retroactive so that the effective date was March 24. the day of the grounding. The 
bill amended AS 46.08.070 so cost recovery had to be immediately sought by DEC for 
money expended to contain or clean oii or a hazardous substance. Previously the statute 
had allowed DEC to seek cost recovery, but did not require the department to do so. Senate 
Bill 256 also permitted DEC to reimburse a municipality for actual expenses incurred in the 
abatement of a release if the municipality entered into an agreement with DEC.:

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

The authorized uses of the fund were expanded with the passage and signing into law Senate 
Bills 261 (Ch w. SLA and 264 |Cli 113. SLA xvm. 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 plans. Residents discussed the need for oil facilities 
to be inspected and for unannounced drills to test industry's ability to implement their 
contingency plans. Residents also expressed that DEC needed to be adequately funded to 
upgrade monitoring and response efforts. Many residents voiced support for the oil industry 
to be held strictly liable for their spills, but at the same time have an independent state 
response capability. The two senate bills recognized this concern by containing identical 
Findings and Purpose, which included, "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 regional master plans to the dutie. of DEC
The State Master Pian. which was to be addressed in AS 46.0-i-.200. included requiring 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 was 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 oil and hazardous substance response office in DEC. That 
office was authorized to establish emergency response depots, which would be staffed and 
equipped in areas of the state determined to be potential sites of releases of oii or hazardous 
substances. The response office was authorized to establish response corps, which were to 
be in the Department of Military and Veterans' Affairs (DMVA). Division of Emergency 
Services (DES). The corps would consist of volunteers who register with the office and arc 
trained by the office in techniques for containment and cleanup. The costs for the response 
office, depots, and corps were included as a purpose of the Response Fund.

Imposition of a 6c per barrel conservation surer.tree

The passage of SB 260 (Ch I iZ. SLA S9|. which was -'ponsored by Senator Jaimar Kentula and 
co-sponsored by Senator Mike Szvmanski. levied a ze per barrel surcharge on crude oil. The 
sponsor statement dated 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 up.

Since the legislature cannot dedicate revenues :n any piece of legislation without a 
constitutional amendment, a clause was included in SB 260 to encourage the appropriation 
of the surcharge from the surcharge accent into the Response Fund. If the 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 imposed 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 money appropriated to the Response Fund equals or 
exceeds the amount expended by the fund n> ioO 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 260. discussion was held as to how long the 
imposition was likely to remain in effect based on expenditures from the Response Fund. 
One senator pointed out that 13 oil spill related pieces of legislation were currently pending 
and passage of them all would create more expenditures from the Response Fund than had
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occurred ->o fur. A member or’ legislative counsel :»2reed that there would be an unlimited 
oraw rrom the Response Fund, but the sponsor or the legislation .d the draw could not be 
unlimited. Expenditures 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 legislature establishes ihe purposes for w hich the fund can he used." In the 
Findings and Purpose of the enacted piece of legislation, the legislature explained their 
purpose by stating:

mi The legislature finds tha: the Mann 24. 19P9. oil spill disaster in 
Prince William Sound demonstrates a need for the state 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 well-being wall be protected from the
adverse consequences of oil and hazardous substance releases of a magnitude 
that presents a grave and substantial threat to the economy and the
environment of the stare.

Uses of Response Fund continue to expand

House Bill 567 |Ch I I . SLA y()| extended the number of the purposes of the fund which were 
to review oil discharge prevention and contingency plans: to conduct training, response 
exercises, inspections, and tests in order to verify state, municipality, and industry 
preparedness: and to verify or establish proof of Financial responsibility. The bill also 
clarified DEC's reporting requirements on the Response Fund to include describing each 
personal services position and total compensation for the position, each contract in excess 
of $20,000. and each purchase in excess of SI0.000.'

House Bill 566 |Ch 190. SIA90J established SERC in DEC. The oil and hazardous substance 
response office in DEC established by Senate Bill 264 would serve as staff for SERC. 
SERC was to designate boundaries of local emergency planning districts and establish local 
emergency planning committees. SERC was to review and approve local, regional, and state 
plans for hazardous substance discharge response.

House Bill -170 had retired ihe commissioner of DEC :o submit an annual report to the legislature. The 
report had to include ihe amount of money expended from ihe lund in me preceding fiscal year, the amount and 
source of money received, a summary of municipal participation in responses paid by the fund, a detailed summars 
of department activities paid by die fund, and ihe projected com lor ihe next hscal vear of monitoring sues oil -pul 
or hazardous waste Mies. The report also had to 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. was created under SERC. The bill 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 bill allowed the 
Response Fund to be used for response to a declared disaster emergency related to an oil or 
hazardous substance discharge.

House Bill ?7S Ch mu SL.-\ un] created a Citizens Oversight Council on Oil and Other 
Hazardous Substances in ihe legislature .'oversight council). The oversight council would 
request money from the Alaska Legislative Council, which in tum would seek reimbursement 
from the Response Fund. The oversight council would determine whether state and federal 
agencies were fulfilling their responsibiiities for the prevention and response to oil and 
hazardous releases. The oversight council was to file an annual repoit with the legislature 
and governor and make policy recommendations to prevent releases.

Senate Bill 25 ICh s.". SLA m| 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 expenditures that are beyond ihe reasonable capability of the mumcipalitv or 
\illage to meet from current revenue sources. Senate Biil loo [Ch ay. SLA ° 11 allowed the 
Response Fund to be used to construct or refurnish one or more femes 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 addition 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 a project specific basis. In FY 93 over 550 million was appropriated from the Response 
Fund. The legislature was specific in (he purpose of the appropriations by allocating each 
appropriation to individual projects. On several occasions, the legislature was detailed to the 
point of listing a specific project's purpose and location. For example the appropriation for 
the Nearshore Demonstration Project reads:

The sum of SI .200.000 is appropriated Horn the oil and hazardous substance 
release response fund /AS 46.0tS.()lih the Department of Environmental 
Conservation, division of spill prevention and response, for fiscal year I99J. 
for nearshore strike ream demonstration proiects along the Gulf of Alaska 
coast and in southeast Alaska that are ,.v\doped 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 the Departmem of" Environmental Conserv anon. 
Hazardous Substance Spill Technology Review Council. Jjied November 29. 1993
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Response Funding. For example m FV 93. the legislature changed the funding source tor 
over S90U.OOO in SPAR management costs from the general fund to the Response Fund. In 
addition, when DEC requested capital appropriations to clean up contaminated sites where 
the State was the responsible party, the legislature changed the funding -ourcs to the 
Response Fund Irom the aeneral fund.

Various budgeting procedures used to track Resnonse Fund expenditure1--

~v ’ onions from the Response Fund w-ere mcje to other agencies. This
maue it very uirficuit for DEC. as fund administrator, to manage expenditures. In an attempt 
tc give DEC greater control and responsibility for activities supported by the Response Fund, 
especially those of other agencies, the legislature put the entire Response Fund appropriation 
into the front section of the FY 92 budget bill |Ch 71 SLA 911. This had the effect of greatly- 
increasing the complexity of accounting for Response Fund expenditures. To gam access 
to the Response Fund appropriation. DEC was forced to use incra-agency reimbursable 
services agreements (RSAs) between itself and the Response Fund. DEC would then fund 
approved projects from other agencies such as DMVA and the Department of Fish and Game 
(DFG) via mter-eniitv RSAs. This created a chain of interlocking RSAs which made it very 
difficult to track expenditures related to the Response Fund.

Different budget processes were used in FY 93 and FY 94

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

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

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

The iv.li FY 93 appropriations made io agencies other than DEC were. S7.500.lXX) 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 exiensiveiv used for Reponse Funds expenditures

DEC entered into 16 RSAs with other agencies in FY 92 and entered into IT RSAs uh 
other agencies in FT 9j where the primary funding source was the Response Fund. In 
addition. DEc. had i .• internal RSAs between its own divisions in FY 92 and 16 internal 
RSAs in FT 9a. Response Fund expenditures on both internal and external RSAs combined 
totalled almost 316 million in FT 92. In FY 93. 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 supporting information to DEC for their RSA expenditures when 
requesting reimbursement from the Response Fund. Generally the supporting summary of 
accounting information provides limited detail of the agencies' activity, especially those 
related to personal services. DEC requires copies of invoices for purchases exceeding 
specified dollar amounts. Many of the Response Fund RSAs require quarterly reports be 
submitted to DEC project managers. Examples of individual external FY 92 and FY 93 
RSAs are included in Table D of tnis report.

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT



(Inteniionullv left blank)

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT



Purogsey of Me Rexcr'Cwc Fund nre'• aii over contradictory purpose ot’ m.ocr ’unuin^ source

R E P O R T  C O N C L U S I O N S

An explained on page 13 uf Background Information. SB 260. which established [he 5c per 
barrel surcharge on taxable ,i produced, indicated the purpose of the .surcharge was for the 
"state to have jii independent spill containment and cleanup i apubiiity in the event of future 
discharges (emphasis added I of mi 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 ot existing contaminated sites. 
This resulted in a situation whereby the major funding source of the Response Fund had the 
more narrow focus of being used for future discharges. But the activities of the Response 
Fund itself were broader, in that they addressed the results of historical oii and hazardous 
substance spills, i.e.. contaminated sites.'

Members of the oil and gas industry have expressed dismay at how the expanded uses of the 
fund, particularly as it is being used to cleanup existing contaminated sites, dees not meet 
their understanding of the reason for the surcharge. Them are claims that "there have bee", 
abuses to the oil spill fund since it was established in 989.” Such arguments appear to 
us to be based on the emphasis on future discharges that was placed on the 1939 imposition 
of the surcharge. As quoted above, this emphasis was pan of the Findings and Purpose of 
Senate Bill 260. The Findings and Purpose does not cany the degree of authority that an 
enacted statute does.

Therefore AS 46.0S.0d0, Purposes of the Fund, is the overriding authority on appropriate 
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 prerogative of the legislature 10 determine the 
be s. use of the State's unrestricted revenues. Specific cleanup activities cited by an oil and 
gas industry group as being inappropriate uses of the Response Fund include "cleaning up 
state campgrounds, state airports, responding to Jdorine leaks and buying new ferries.” 
All of these specific projects are appropriate uses of the Response Fund: the first two 
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

°In 1986 during commiuee meetings regarding the bill originating the Response Fund, the commissioner of DEC 
had made it clear he intended cleanup activities trom the Response Fund to address both current and past vpiil 
activity. The final legislation was silent as to what tune period wouid be used to determine cleanup activities. In 
addition, the purposes of ihe Response Funo were expanded in I Vhy jnd have continued to expand since that time.

Quote came from an article entitled " A OGA supports bill to liv the oil-.ipill-response fund." which was 
published in the ForuncLetters section of the A n c n o r a g e  D a i l y  N e w s  on November 27. 1993. The letter was written 
by Ardie Grav. who is the puoiic aifairs manager ot the Alaska Oil and Gas Association.
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the major funding source ha.i created a continuing controversy about me appropriateness or 
how die fund is being useu.

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

As of the end of FY 93. the unreserved balance of the spill reserve was S27.08-4.100. In a 
draft report. DEC stated the spill reserve had two primary purposes. One was co address 
costs faced by communities, municipalities, and villages in responding to a major spill 
incident. The second purpose would be to cover state costs. DEC has a goal of depositing 
and maintaining S30 million in spiil reserve for 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 of ihe balance 
of the fund that 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 a release or threatened release of oil or a hazardous 
substance. Such release or threatened release must pose an imminent and substantial threat 
to the public health or welfare, or to the environment. One reason for having the spiil 
reserve is for 3n immediate source of start-up cash in the event of a catastrophic spill. It is 
estimated that 550 million wouid last about 10 days in a spiil the magnitude of Exxon 
Valdez.

Soil! reserve balance and the 5c 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 as of the end of FY 93. The calculation for determining the-suspension of 
the 5c surcharge 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 surcharge 
suspension balance. The difference between these two is based on the revenues that go into 
calculating each balance. The facing page illustrates the difference between the suspension 
calculation and the balance of the Response Fund.

The 527 million set aside to respond to spills includes all revenue sources, i.e.. fines, 
penalties, damages, surcharge revenues, and additional general fund appropriations. While 
the suspension calculation only considers surcharge revenues. Both the spill reserve and 
suspension calculation consider cumulative expenditures.

DEC lacks authority and capability of monitorin'.1 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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monitor or audit me appropriateness or other a :enc:es excenditures. Other agencies have 
had access to the Response Fund through the use of RSAs. According to Alaska 
Administrative Manual' -0.U60. an RSA is an inter-emity transfer where one agency i* 
reimbursed for costs associated with services provided to another agency. As administrator 
of the Response Fund. DEC has been forced to enter into RSAs for which the agency has 
limited iniierent interest or expertise. In some cases, the RSA represents a project or budeet 
request for which DEC did not originally endorse or support the other agency's request for 
access to the Response Fund.

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

!. 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
copies 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

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

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

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

Criteria for allocating resources within SPAR varies bv 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 which projects will be undertaken varies between 
programs. SPAR can exercise discretion when allocating resources for the following
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ervices: spill response, reviewing and testing contingency -plans. and contaminated site 
teanup.

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

Progress in reviewing continL’encv plan--' has lagged behind agencv protections: As 
discussed in Background information, the Ex.wn Valcie: oii spiil caused major 
revisions to the statutes that sec forth requirements for oii discharge prevention and 
contingency planning. As a result of ihe new Muiutes. SPAR's iPP was required to 
draft new regulations. These regulations forced affected operators to either prepare 
contingency plans or make amendments to their existing plans. The new regulations 
also created the need for technical asMviunce to be provided to those operators whu 
were either drafting amended, or developing new. contingency plans. IPP has focused 
their resources on drafting new regulations, prcv iding technical assistance to operators 
and reviewing contingency plans.

As a result of the new regulations 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, regulations provides for a transitional period. During this 
period. IPP was permitted to review the plans in a predetermined order of priority.

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

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 drills, contingency plans, and financial responsibility sections.

Contingency plans must be tested and facilities inspected to provide assurance that 
personnel are being trained and that equipment and resources are available and can 
be mobilized quickly. To help speed up us contingency plan review process. LPP has
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As a result. most of IPP driil activity 
has been limited to oversight or 
industry-initiated drills and fewer 
inspections have been performed. Once 
the review process has advanced to a 
point where the program is reviewing 
contingency plans on a regular rotational 
basis. SPAR plans to shift its IPP 
resources back to testing c o n t i n g e n c y  
plans through department-initiated drills 
and inspections.

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

Hazard Ranking Mode!

The Hazard Ranking Mode! is the 
primary tool available to the 
Contaminated Site Remediation Proejain 
to determine caseload priorities. The 
hazard ranking model is art exposure 
mode! that uses factors such as the ievei 
of toxicity, exposure to ground or surface 
water, and population density to 
determine a site's relative priority. The 
modei provides for unknowns, allowing 
sites to 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.

— 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. Instead, 
resources are allocated based on the identity of a responsible party, their willingness 
ana capacity to clean up. site priority when known, and the amount of public interest 
in a site.

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

The iogic behind addressing willing responsible parties (RPs) is simple. Helping 
willing RPs is efficient in that more sites are cleaned up by oversight than by working 
with uncooperative RPs or by taking state lead in cleanup. The other motivation 
behind helping RPs is a socioeconomic concern. RPs are often stimulated to clean 
up their site because a real estate, construction, or some other financial transaction n> 
involved. In the past when DEC staff explained they did not have time to monitor
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cleanup of a 'ice. :he R? contacted their legislator. who in turn contacted the di.vtrict 
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 priority relative to other sites, have 
received funding because of an heightened interest in the sue taken by the genera! 
public, the governor, or a particular legislator.

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

District personnel are also hesitant to take state lead because they feel their role 
should be one of service agency rather than enforcement agency. Rather than caking 
the lead in cleanup and holding the RP liable, staff want to help RPs find some way 
to assume responsibility. False promises from unwilling or incapable RPs have aJso 
slowed down the process of cleaning up 'ites with state-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.
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Tie lest'iat'jre "houici maxc natutor. chances ;o c'anfv :ne roie or' :he r'untl .'.cmini'iraur.

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

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

(I) snail maintain accounting records showing the income and expenses of the 
fund: and

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 22 ol Report Conclusions. DEC has spent an inordinate amount 
of time trying to monitor the appropriateness 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 provided is beyond DEC’s interest or 
expertise. DEC is often put in the position of having to approve for reimbursement 
an expenditure for which the department has no way of determining represents a valid 
project cost. DEC has not experienced 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 (OtMB) and Legislative Finance, developed an adequate budget process 
showing appropriations into and out of the Response Fund. DEC can track 
allocations to specific projects. The department has also developed an internal 
process to review other agencies’ Response Fund requests and make recommendations 
to OMB for inclusion in the Governor's budget. These duties arc appropriate for 
DEC to fulfill in its role as fund administrator.

R e c om m e n d a t i o n  \ p

We recommend the legislature amend pan I I) of AS 46.08.050 to state that DEC 
'.nail develop procedures governing the expenditure of, and accounting for, money 
■expended from the fund for activities of their own depanmem. Other agencies who
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receive mcmes from die Response F'.ind muse develop their own procedures governtnc 
the expenaiture of. .md accounting for. money expended from the fund. To receu.e 
reimbursement from the Response Fund, other agencies must submit :o DEC me 
detailed inrormacion required to re included in the annual report on the Response 
Fund's activities. DEC shall reiy on the other agencies' internal procedures when 
re.spQndinu to a request for reimbursement. Tine legislature 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 mean mufti I information tc the legislature.

Information required by AS 46.0iS.06i) to ce included in DEC'S annual report is as 
follows:

(I) tt 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 Mtev .mu

(3) the appropriate actions needed t o  a b a t e  these threats, and their estimated cost.

DEC has not been providing this information a s  part of the annual report because of 
the volume and uncertainty of i n f o r m a t i o n  involved. DEC has indicated this 
information is available for r e v i e w  m  t h e i r  office in the Statewide List of 
Contaminated Sites. A list of c o n t a m i n a t e d  -ices dated November 8 1993. which i s 
104 pages long, contains site name a n d  a v i d r e ' s  jnd hazard ranking model score on 
1.358 sices, of which 33(8 are in a c i t ^ e d  M . i t u s  and 1.520 are in an active status. Of 
the 1.520 active sites. 240 sites are u n r . i n s . e d .  and 38 sites cannot be ranked due to 
lack of information available on tiie -me. In addition to the known sices. DEC is 
aware that there are likeiy to be a l a r g e  n u m b e r  of sites which are not vet on their 
database.

We recommend the legislature amen 
report information on contaminated m 
use to the legislature. DEC should be 
and closed status on the database. I 
prioritize those sites based on immeu 
or welfare: or to the environment, 
should not be asked to provide indiv 
volume of sites, should the departmei; 
estimated costs involved.

,1 p.ut b) of AS 46.08.060 to allow DEC to 
v> :hm can be readiiy prepared and still be of
.i'\eu to identify how many sices are in active 
)EC diuuld identify the number of sites and 
;..:o and long-term threats to the public health 
Smce (he information is too uncertain. DEC 
iUu.il Jocussion on each site, nor due to the 
-,e .ivked to report the appropriate actions and
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Re-:.?mmen.cacicn \ o . I

jlc:ull1 wording 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 provided by DEC. rather than as an enforcement action. Since cost recovery 
would not be sought. DEC staff did not consistently track their personal service costs related 
to cleanup.

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

The attorney general, at the request of the commissioner, shall immediately 
seek (emphasis added I to recover money expended by the department under 
AS 46.08.005-46.OH.JNO 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 implemented. Of particular 
concern is the failure to consistently charge personal service costs to specific sites. This 
makes it difficult, if not impossible, to recoup these costs from the responsible party.

Tiie draft Cost Recovery Po'icy and Procedures manual also addresses how to identify and 
notify potential responsible parties (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 
Scecmcaily '■tarr tee! tlie pucilc needs to he aceuuateiy 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 rnanuai was available.

We recommend DEC revise the draft Cose Recovery Policy and Procedures rnanuai 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 develop 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 personnel 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 in place to carry out one of the 
original purposes of the Response Fund, to clean up oil or hazardous substances that 
pose an imminent and substantial threat to the public health or welfare, or to the 
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 oversight to RPs who are willing to clean up contamination. Because RP 
searches. PRP notification, and negotiation with unwilling RPs is timeconsuming and 
frustrating, district staff prefer to allocate their resources to sites where the RP is 
known and is willing to cleanup. This method of allocating resources is efficient in 
that it allows more sites to be cleaned given districts' limited staffing. It also 
provides the easiest way to cope with pressure from insistent RPs who need their sites 
cleaned for socioeconomic reasons, such as real estate transactions or potential 
construction. However many of the sites wiih a willing RP do not pose an imminent 
and substantial threat relative to other sites.
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Such .in .trproacn oniy provides limited assurance '.hue Response Funded net:v■ ties are 
.’.duress mg sites that pose the most "imminent and substantial" ‘first;; to :he eenerni 
pubiic. While we recognize district personnel have u legitimate basis for wanting tc 
worst with willing RPs. ‘.neir approach does not ensure that the statutory purnose or 
the Response Fund met.

DEt_ should work to implement their draft guidance rot icy entitled Priori:.zation or 
Contaminated Siie Work. The policy addresses 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 relatively low priority sites. Any change in DEC’s 
policy of providing oversight to willing RPs should be accompanied with a thorough 
ouolic notice camoaiun.

3. Contrary to what the department has resorted :o 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 cleanup or 
a site's relative priority changes, the funding allocated to that site will be used to tuna 
the next highest priority site.

In practice. DEC has not maintained a complete prioritized list of state-lead sites. In 
addition, the department has not always completed (he 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 go through the RP notification 
process because the procedures are timeconsuming. Once a site is allocated funding, 
taking lead in cleanup is highly labor intensive.

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

'.As stated in the Organization and Function section, if a site puses a substantial threat ruid no responsible party 
has been identified nr die responsible party is unable or unwilling 10 clean up. die Slate will lake die lead in cleanup 
efforts. These sites are commonly called state-lead ur orphan sites.
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DEC ip.ouid make an effort to pursue >tate-!ead :n >ites that present an imminent. 
'.ubstantia! threat to puciic heaitn ana the em. ircnment. As part of this effort, 
updated list -mcuid be prepared ana maintained to auide in the allocation or fund; 
Before sites are placed on the Mate-lead -me list. their orphan status .should 
confirmed ihrcueh the orooer notification oroce.ss.
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Si.nc •'ettcr inle to r̂e-.-jp.t .mu -cvgond to oij spill. hUt hiiitn- jeopardized bv c.i[̂  ,n starring

The Prince William Sound Regional Guzens' Advisory Council 1. PW'S-RCACi and staff in 
the Department or Environmental Conservation (DEC) both believe the State has improved 
us prevention and revoonse capabilities for oil and hazardous substance >pii!s. Both 
organizations reel chat the State is in a better position than it '.vas on March Z-. 1989. the 
date or the Exxon I aide: 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 1 Response Fund). However, the two 
organizations are concerned about the current trend of reducing staff positions in DEC. In 
a pamphlet entitled " Then ana New: Changes Since the Exxon Vaidez Oil S01IC the PW'S- 
RC.AC points out:

Lows (hot appear strong when emitted ,.an he weakened through vague 
revolutions and inadequate funding. Low v must he implemented through 11 ear. 
strong regulations and enforced hy commuted agencies that are given the 
funding necessary to monitor, oversee and enforce compliance.

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

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

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

W'c wonder whether complacency is again taking root. Program consequences must be 
considered when SPAR funding is reduced. SPAR needs to be funded at least at the current 
level to maintain its ongoing operations. However, if the legislature decides to reduce

■* n
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SPAR needs ceiiera! funds if contaminated sues are :o ::e cleaned for socioeconomic reasons

A.s explained in Recommendation No. 3. district staff often monitor the cleanup of willing 
responsible parties (RPs). While many of these sites do meet Response Fund criteria (that 
is. they pose an imminent and substantial threat to pub'C health or the environment/ others 
cieariv 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 property. 
While these sites may net pose a substantial risk, the monitoring of the site cleanup by DEC 
is important to the owner for their own socioeconomic reasons. If the legislature feels that 
DEC is providing a valuable and valid public service by providing technical assistance on 
sites that do not pose an imminent and substantial threat, then the legislature needs to make 
uenerai funds available to SPAR.
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f SSi_ E3 NEEDING FL'RTHFR ST! 'O':

It was ceyond the >coce of :his audit request for us to test Oii and Hazardous Substance 
Reiease Response Fa;a- (Response Fund') 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 MK.5 miliion in Response Fund 
reimbursable ser.ices agreements (RS.A.s) with other auencies: in FY 93 DEC entered nto 
almost So million in Response Fund RSA.s with other agencies. Consistently, the largest 
participants in using the Response Fund outside of DEC are the Department of Law. the 
Department of Military and Veterans Affairs, and the Department of Fish ana Game.

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

We suggest that the Legislative Budget and Audit Committee may want to consider 
reviewing the support for selected expenditure transactions, the accounting procedures, and 
project results of Response Fund activity in agencies outside of DEC. Those agencies we 
recommend be considered for review include the Department of Law. Department of Military 
and Veterans Affairs, and the Department of Fish and Game.
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RESPONSE FUND SUMMARY AS OF JUNE 30. 1993 

Sources of fundi no:

Oii Surcharge Revenue SS2.500.0U0
Generai Fund 44,447,̂ )0

Prouram Receipts: Exxon Reimbursements 19S9 & i99() 30.000.000

Mitigation Revenue u.3a6.60t)

161.293.600
Uses of funding:

Expenditures through FY 93 (Note 1) 119.567.992

Reserve for Encumbrances 6.786.SOS

Reserve for Prior Year Appropriations 2.190.914

Accounts receivable recorded for Exxon Valdez cleanup 2.338.795

Fund Balance/Spill Reserve (Note 2) S30.409.0" 1

T A B L E  A

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

Note 2: Department of Environmental Conservation has stated their fund balance/spill
reserve is $27.0X4.100; 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 pulled from the Alaska 
accounting system. The department needs to reconcile this discrepancy.
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T A B L E  3

SUMMARY OF EXPENDITURES BY FISCAL YEAR 
(NOTE i)

PROJECT1 i FY X7 ! FY 38

:! Containinaied site investigation. safety, cleanup, and 
|| cost recovery

S42S.S15 j S329.977

i

Spill Response containment, safety, cleanup, and cost 
j recovery

i
! Spill prevention and response preparedness
i
j State and regional contingency planning

f
1

| Spill response office, depots. ;uid corps
I
j

I Mi. Redoubt Volcano/Publication of 19lJf) annual report !
j i 
j Spiil reserve J ■
i ; 
! Spill response drills i

| Kenai cleiuiup project ;
1

j State Emergency Response Commission and local 
emergency response planning i

Local Emergency Planning Committees j |
• j

U A A  - Solduma Fire Training ;

1 i
DFG • Spill prevention and response prcparcdnes' ,

f * 1 
| LEG - Citizen's Oversight Council j

Hazardous Subsnuice Spill Technology Review Couruil j

Arctic Marine Resources Commission

Prince William Sound Regional Citizens' Advisory 
Council

Non-crude Oil Tanker/Barge Study

Nearshore Strike Team Demonstration Projects I

Oil spill contingency plans/requirements

Geographic Information System j

Advisory Council/transportation of oil •'

Ferries with oil spill response ability 1

Natural resource dainaee assessment
:

Subtotal of Non-Exxon Related Expenses S42R.S15 S329.977
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FY 89 FY 90 I FY‘M ; FY 92 I FY 93 j Total

n 120.900 > * i - .500
1

5l.S7l.7Ul) SI.26 2.-00

i

S2.926.700
i
i

57.714.992 1
1

! : ii.i)()o
i

690.200
(

578.500

i

71.000t
1

I J50.700 j
i

1 1.056.200 i 1.846.200 5.385.800 10.288.200 |

: j I5X.JIKJ ■'56.700 225.5001 54.700 | 993,300 j
1
i 199. son 967.700 i. 125.100 2.663.000 4.955,600 j

112.81)0 4.S00 i
j 117.600 !

j 2-5.500 ;• 15.600 ! 7! .-00 268.500 899.000 |
i •{ i
i ! --X.500 10'.7(10 1 554,200 j
i 1 
! 1 585.700 '"5.900 177.900 1J17.500 i
1
i

i

i •99.600 257.000 ! 86.200 842.800 j

i
575.200 1.039.700 1.614,900

t
i 88.400 88.400
1 ! 19.800 119.800

i ! 19.500 2.57..100 88.300 445.100

1 112.-00 275.300 387,700

i 100.000 90.000 190.000

j

i

57.200 10.200 67,400

ii
! 29.900 29,900

5.300 3.300
84.200 ’ 15.000 99,200

91.600 91.600

120.500 120,300

102.400 7.501.500 7.603.90U
1.55.5.400 59.400 1,417,800

s >20.900 n 1.702.000 S6.9 >2.000 SI 0.601.000 S20.996.500 $412313,192 |
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ij PROJECT FY S7 FY j FY S9
|
•j Subtotal of Non-Exxon Related Expenses ilroin page 28) V28.815 S3 29.977 S320.900
i
‘ DEC • Exxon VaJdez.

1
11 5.-56.300 j

1 1 
| RSAs - Exxon Valdez 609.700 j

; Local Response ■ Exxon Valdez 205.600 ;

i LAW - Exxon Valdez Litigation 1
j

1
|l

1 DFG - Exxon Valdez Damage Assessment
j
1

j Exxon VaJdez - Spill Cleanup and Cost Recovery
i - -
Exxon VaJdez - Assessinenl ;uid Restoration

Exxon Viddez Litigation

Exxon VaJdez Project

Suhiot.il for Exxon expenses 1 6,271.600

T u U i l  E x p e n s e s S4 2 S J1 5 S329,977 36.392 J  00

Note I: This table was prepared from expenditures reported by the Department 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 opinion on its reliability. Since project tities changed over the 
seven years, for comparability purposes we have grouped those activities that 
seemed the same despite small title changes.
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FY no FY'M FY u2 FY I ' x . r u n  V a l d e z
■

I Total

Si.702.000 j SG.lJ"'2.OOO 5IO.fi()’'.(nil) | 820.996.501) | S-41,313.192 j

2-i.005.-00 j II.MTT.TOO
i

41.459.400 !
I J

-3().i)()() | ! 5. J 69,7001:
Ii
1

j.210.200 | i 5.415-800 I
-.100.0001 I 4.100.000 !

.̂.X.'J.UOO
: 1

} 8.834.400

! ! 2J37.300 • v-iH2.fiOO 2.829.900

I o/i5-400 j 407.000 7.061.400 ,
11

; 1 ..576,900 i 2.70 5.500
1 1 ! ) 4.280.400

i
j

! ! 1 J u !. 123.800 1

3I.77.5.61X) ! 24.912.100 j • 1 ll.6y2.J0n I ’.603.100 78.254.800 78-254.800 !

533.477 ,600 | S 3 l .H 4 4 . l l U ) | 522295 .400 ! 524.599.600
I

5119267,992 j
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i A B L E  C

DESCRIPTION OF RESPONSE FUND .ACTIVITIES .APPROPRIATED
IN FY 92 AND FY 93

As reflected b\ discus?.ion in Background Information, 'here have been numerous changes 
to the Oil and Hazardous Substance Release Response Fund (Response Fund) since its 
inception in 1986. Many of the amendments expanded the authorized purposes of the fund, 
l he follow iny table illustrates all Response Fund appropriations for FY 92 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.

i he first txvo columns of the table give the name of the project or acti'.itv and a brief 
description of the purpose of the project. FY 92 operating appropriation amounts came from 
Ch 73. SLA 91. FY 93 operating appropriation amounts come from Ch 136. SLA 92 and 
capital appropriation amounts come from Ch 5. FSS 1992.

Some projects meet both original and expanded legislation and are so indicated bv a 
checkmark in both columns. One project. .Arctic Marine Resources Commission, in our 
opinion, does not appear to meet either the original or any expanded use of the Response 
Fund, but there is nothing that prevents the legislature from appropriating from the Response 
Fund for other uses.
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1 rj Department 01 
'i Environmental
1 r~Conservation 
|, (DEO 
( Operating 
i Proyrains -
;! -T.CL’pt
! Comiunuiated
i r
; Sites

-- -
: Operaung progrtnns include the Director’* Office and the Division of Spill Prevention and Response iSPARi.
The Director s Olfice is responsible lor administrative support, saiety and data management. In addition io 
Loniaininaied sues. SPAR is 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 that local plans tire under development and are Integrated with 
other plans, ensures that there is a 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 to 
ensure that oil operators demonstrate sufficient proof of ability to respond.

l E x x o n l a i d e :
;j Oil Spill
.! ?r;ncci 1| * 
tl

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

■ Contaminated 
: ''iic projects 
ij idctmficd by
•! DEC
;|
I

il

Contaminated sites are ranked based on a hazard ranking model dial prioritizes sites based on their threat to 
human health or the environment. DEC also takes into account unique social or economic factors. However, the 
ranking model allows for numerous unknowns, which affects the reliability of the numeric scores. The cleanup 
list is subject to constant change as responsible 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, unwilling, 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 is placed on the orphan site list. The State initiates cleanup on orphan sites.

j Contaminated 
! sites identified 
J by other 
I agencies

I
•I

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 Facilities, and DEC formed a work group that 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 •• ,tri"U' 
sites was D E C’s nutking model. The work group recommended funding for 10 projects in FY 93 for a total 
capital request of S2.fi million. Actual expenditures in FY 93 ciuno io slightly over S310.000.

i Oil Spiil 
:j Reserve

ij
■|•j*1

The legislature established the spill reserve so that funds would always be available for the abatement ot a 
release of oil or a hazardous substance. The spill reserve can only be accessed to address a release that po'e> .<n 
imminent and substantial threat to public health ur the environment. DEC only uses the spill reserve io .iddie-' 
unhudgeted activities tltal pose an imminent and substantial threat. Eleven spills were responded to in FY “2 ■ t 
a lotal of S71.3H2.7fi. ;uid thirty were responded to in FY 93 for a total of S245.995.37.

i Oil Response 
capable ferry

1
i
1

The legislature authorized expanding the use of the fund to include refurbisliment or construction of marine 
response vessels. Alaska Marine Highway System is currently in die design phase of constructing a vessel 
could be used to respond to oil spills. For FY 93. the legislature appropriated 57.5 million from die Re\i’nn«. 
Fund to the Alaska Marine Highway System Replacement Fund for the oil response ferry. But these funds .sol 
not be used until I he vessel is in construction phase, which is currently targeted for the first quarter of FY

Siatc
Emergency
Response
Commission
(SERC)

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 
pliuis. including oil facility ;uid vessel spill contingency plans.

LocaJ
Emergency
Planning
Coininniees
'LEPCs)

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.
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Appropriation i Appropriation | L j ’jts la iion LuU'^iamm

>5.731-j(J() i ■'w.-yjoo

j

1

/

i
ii

1

i ^!»1
i

I S3 261 ICh “0. SLA 891 
! HB '67 !Ch 1 y 1. oL.A 90!
i i i :11

11
co.ox i .yoo i n'*..! 1 y.odo11

11Ii«1

1
/

!1
! /  V
i

i S3 261 ICh 90. SLA S9|
ss :r>A ich 1 i.i s la  syj

v.20.1200 | S3.52S.dDOj1

1

1

I

1
1111111

i 1
11

!1

1
<0 .s2.1y.100D

/

'll.C1:7400 S2.lfi5d.7DD
/

"*00.000 S7.500.000
/

SB 165 (Ch AX. SLA 911

v̂ y.yoo S.1SO.SDO

1

1

/

S3 261 |Cli 90. SLA 891

3900.000 SI.200.001)
/

SB 261 |CI> 90. SLA 891
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1J Project Activity
I
!

| Description
j
11

!f
!| Response 
,1 office.
I ijcpi'isvorps

il
i
ii•j
i

i

'!i

* The legislature authorized that depots ;uid corps were in he pliuined through die DEC master and regional
1 coniingency pi.inning and the Slate Emergency Response Commission approval process. The exact determination 
of locations was lelt io the DEC and SERC planning proLCss. Tlte Slate was io pav for training volumeers in

• communiiies selected as depot sites ;uid pay them when necessary to combat a spill or participate in training.
! Exact types and amounts of containment equipment and materials io be stored at depots was also left to die DEC 
j and SERC planning process. DEC ;utd D M V A  have jointly expended over 54 million on depots and corps to 
! date. Tlte only depot that has been established to date is a "b 1.6 m.llion project for a communications depot, 
which is 5()'<r Response Funded and .itl'.'f funded by the Federal Emergency Management Audionty. Other 
expenditures have oecn used to tram X2.3 first responders and develop tut Inciucni Command System and an 
Adviuiced Integrated'Management System.

Citizens' 
j Oversight 
! Council on Oil 
and Oilier 
Hazardous 

1 Substances

This council was esiahlished in I W O  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 
risks, and recommends improvements for environmental safety to the legislature, governor, and federal agencies.

I
l Nearshore 
1 S triKC letun 
j Demonstration 
ij Projects

ii
ii
I'ĵ1

Tiic legislature appropriated 51.2 million for FY 93 to provide coastal communities that are not connected by a 
hiultway svstcm with the resources to be able to respond to a major oil spill. Currently, contingency pians do 
not always address industry's preparedness to respond to a spill 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 spills which have 
escaped initial containment or to orphan spills which intiy 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 criteria.

ii
•j Hazards 
; Analysis 
i
•i
:i

il

i
!|
:|

;i

A Hazards Analysis covers four stages: (1) identifying the hazard, which is defined in AS 46.03.326.
(2) performing a vulnerability analysis. (3) conducting a risk analysis, and (4) assessing response capabiiirv by 
industry and local response, After DEC had prepared a request for proposals to perform a statewide Hazards 
Analysis. LEPCs indicated that they preferred to control this project themselves, in FY 92. DEC delegated the 
responsibility and funding to LEPCs for the Hazards Analysis. As of October 15. 1993. hazards analyses 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 contract. Once the hazard analyses are 
complete. DEC believes they will have ;ui inventory of between HO',7-90'7r of all facilities with hazardous 
substances required to report under SARA Title III. DEC will need to keep tlictr database of information up-to- 
date.

: Geographic 
Information 
System (CIS)

'

Tlte 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 S439.300. GIS will he a map-based system that monitors where a spill has occurred in 
comparison to the natural surroundings. The GIS will he able to 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 is how the DEC and DMVA. DES systems will coordinate. DES is developing an Advanced 
Integrated Incident Miuiageinent System to respond to an emergency situation. DES is interested in knowing 
where manpower, communication. ;uid aircraft arc located. DEC will not be able to view DES" information on a 

geographic base.

Hazttrds
Substances
Spill
Technology 
Review Council

Tlte council exists within the SERC. The council's duties include responsibility for reviewing and 
recommending research topics to DEC. establishing testing protocols for the deparuneni io use to evaluate the 
effectiveness of hazardous suhsttutee spill technologies within ihe Slate, and compiling and maintaining 
information relating to containment and cleanup technology.
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j Project Activity
1i:i

| Description

1
1
;| Response
>j (JillLi.
! depot'/corp'

J
4
|j
M
j

<i
ii
j

■ The legislature authori/ed that depots ;uid corps were to he planned through the DEC master and regional 
contingency planning and the State Emergency Response Commission approval process. The exact determination 
of locations was lelt 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 spill or participate in training, 

i Exact types and amounts of containment equipment and materials to be stored at depots was also left to die DEC 
! and SERC planning process. DEC tuid D M V A  have jointly expended over S4 million on depots and corps to 
1 Jaic. The only Jepot that has been established to dale is a ''1.6 million project for a communications depot, 
j which is SI Iff Response Funded ;uid .51 I'd funded by the Federal Emergency Management Audionty. Other 
1 expenditures have been used to tram 823 first responders a,id develop on Incident Command System and an 
| Advanced Integrated Management S ystem.

, Citizens'
! Oversight 
| Council on Oil 
and Other 

, Hazardous 
Substances

This council was established in I W O  following the passage of HB 57.8. The council assesses die performance of 
state and federal agencies in preventing and responding to releases of oil ;uid hazardous substances, identifies 
risks, and recommends improvements for environmental >a!cly to the legislature, governor, and federal agencies.

1 -
: Nearshorel
j Strike Tctun 
j Detnonsiraitou 
:j Projects

i
n
ii■jii

The legislature appropriated SI.2 million lor FY 93 to provide coasiaJ communities diat are not connected by a 
highway svsiem with the resources to he able to respond io a major oil spill. Currently, contingency pians do 
not always address industry's preparedness to respond to a '•pill in communities for extended distances 
downstream from an oil terminal facility or ttuik vessel route. One purpose for the demonstration project was to 
define the optimum array of equipment needed in communities io mobilize and respond to spills 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 criteria.

:■ Hazards 
' AnaJvsisJ
1
.1
:iI
a
;
I
i!'!
:i

i

A Hazards Analysis covers four stages: (1) identifying the hazard, which is defined in AS 46.03.S26.
(2) performing a vulnerability analysis. (3) conducting a risk analysis, and (4) assessing response capability by 
industry and local response. After DEC had prepared a request for proposals to perform a statewide Hazards 
Analysis. LEPCs indicated (hat 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 lor four LEPDs. are in process for twelve LEPDs. tuid the other ten LEPDs are scheduled for 
completion in June 1994 ;ls part of a statewide Hazards Analysis contract. Once the hazard analyses are 
complete. DEC believes they will have an inventory of between SO1#-90'# of all facilities with hazardous 
substances required to report under SARA Title III. DEC will need to keep their database of information up-to- 
date.

■ Geographic 
Information 

;j System (CIS)

'

The legislature appropriated S689.300 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) lor the remaining S439.3U0. GIS will he a map-based system that monitors where a spill has occurred in 
comparison to the natural surroundings. The GIS will be able to track the response of industry or the responsible 
parties and can he used to project what path the spill will follow. The GIS could store countless data useful in 
making decisions, sueii 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 is how the DEC and DMVA. DES systems will coordinate. DES is developing an Advanced 
Integrated Incident Management System to respond to an emergency situation. DES is interested in knowing 
where manpower, communication. ;uul aircraft arc located. DEC will not be able to view DES" information on a 
geographic base.

Haz.tirds
Substances
Spill
Technology 
Review Council

The council exists within the SERC. The council's duties include responsibility for reviewing and 
recommending research topics to DEC. establishing testing protocols for the dcparuncnt to use to evaluate the 
effectiveness of hazardous substtuiee spill technologies within the Slate, and compiling and maintaining 
information relating to containment and cleanup technology.
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' Proiccl/Activitv Description

Arctic Murine ' The legislature appropriated vlUO.OOO to fund the commission through FY 92. '.viih the intent in form a Regtorcu
Resources 1 Ciu/ens’ Advisory Couneii lor residents ol Alaska's Arctic coastal communities. .A.MRC would review Axc.ie
Commission oil exploration and development issues a Heeling Alaskans and attempt 10 secure tederal and industry recognition
l.AMRC) j ;uid support as an Arctic Reg tonsil Citizens' Advisory Council.

Aiyeska 
Terminal 
Bailast Water 
Testing/Monitor 
me

The legislature appropriated S 175.000 for DEC to disburse to the Prince William Sound Regional Citizens 
Advisory Council. RC.AC was io retain technical experts who would review and evaluate dtree monitoring 
programs being conducted by DEC at the Aiyeska Valdez Marine Terminal. The dtree programs, which have 
been coinplelcd wiilt llnai reports, were to monitor the inlluent bidlast water io die ballast water treatment 
facility, to monitor the treated discharge irom the bailast water treatment facility, and to monitor sedunent 
hvdrocarbon chetntsirv ;uid sediment to.xicitv m Port Valdez.
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i Approprinimn

i FY 94 
i Appropriation
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t a b l e  d

E X A M P L E S  O F  E X T E R N A L  F Y 92 A N D  F Y  93 R S A s

F Y  92  R S A , D E G D M V A .  O i l  S p i l l  D e p o ts /C o rp s  S I ,7 0 0 ,0 0 0

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 50rc federally funded by the 
Federal Emergency Management Agency. 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 people to be first responders in the event of a spill. 
First responders include such persons as police and lire personnel. DMVA and the LEPCs 
worked together to determine who should be trained and in what iocaiities. A database of 
people who were trained was prepared and given to GPRP.

FY 93 RSA. DECIDMVA Oil 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 
Adjutant General as 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 provided and will continue to provide a person to serve as the State's 
alternate member of the Alaska Regional Response Team.

DMVA provided and will continue to provide an ex-ofllcio. non-voting member to the board 
of directors on each of the two Regional 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.

ALASKA STATE LEGISLATURE -51-
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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 
ensuring that the system aids management of oil and hazardous substance release incidents. 
The system will incorporate a graphic user interface which will be compatible with DEC's 
geographic information system ids'). GIS will provide an automated decision support 
system ana an automatic resource tracking system. The GIS system will use computer 
graphics to snow a map of response capabilities.

For an estimated $250,000. the university will prepare a briefing paper on the emergency 
management decision system which includes: estimated costs for equipment, 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 SI75.000.

FY 93 RSA, DECiDFG Spill Prevention Planning and Management-Assistance and 
Stare Emergency Response-Commission Contingency Plans S202200:C'.

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 any Emergency Response Committee meetings. DFG will 
complete work tasks assigned by the commission or committees ana provide expertise on fish 
and wildlife services.

DFG anticipates having SI27.200 in reimbursable expenditures for their participation in oil 
pollution control. DFG will review and comment on approximately 180 oil spill contingency 
plans submitted by industry for compliance wuh state regulations. DFG's primary focus is 
to enhance protection of fish and wildlife populations, habitats, and public uses of these 
resources.

DFG anticipates having $70,000 in reimbursable expenditures for their participation in 
reviewing the state master and regional plans.

ALASKA STATE LEGISLATURE
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FY 93 RSA, DEC; DNR Industry Canrfniiencv Plan Reviews end Siaie Emergency
Response Commission S2S.90D

This RSA is to have cine Department of Natural Resources' (DNR’s') participation on two 
distinct projects. DNR is expected to be reimbursed $5,000 for their participation in the 
quarterly State Emergency Response Commission meetings and n any Emergency Response 
Committee 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 control. DNR will review and comment on approxir. ateiy 170 oil spii! contingency 
plans submitted by industry for compliance with state regulations. DNR’s primary focus is 
tc ensure that sensitive natural resource areas are adequately protected.

• •*-1 >-
ALASKA STATE !.?.GISL\rLRE DIVISION OF LEGISLATIVE ALOfT



’• • .»;•' '* >’• ' v;..v'V 7-V*Q.*• •• *‘c• y * \ sV-vii

i Intentionally left bianki

AlASKA s t a t e  l e g is l a t u r e
-54- d iv is io n  OF LEGISLATIVE ALDIT



DEPT. OF E.W IRONMEVTAL CONSERVATION
410 Willougnoy St.. Juneau. AK S98C1 i S C 7 ) 4 6 5 - 5 0 1

Mr. Randy S. Welker 
Legislative Aucitor
Legislative Budget ana Audi Committee 
Division cf Legislative Audit 
P 0. Box 113300 
Juneau, AK 9951 1-3300
Dear Mr. Welker: LEGISLATIVE AUDIT

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

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

Recom m enda t io n  No. 1

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

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

Recom m enda t io n  No. 2

D E C  shou ld revise the department's draft Cost Recovery and Policy and Procedures 
manua l, im p lem ent the policy with due public notice, and provide tra in irq to all 
re levant personne l.

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



□ EC nas been pursuing cost recovery on selected oil and nazsrcous releases 
since FY90 A formal cos: recovery notification policy and process has oeen in 
clace since April of 1SS2 and a draft cost recover/ manual ana training was 
completed m August of 19S3.
We agree that these policies and procedures sncula be finalized anc that any 
training inadequacies snould be remedied as soon as possible.

Recom m endation No. 3

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

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

contaminated sites determined by the ranking model and judgement by regional 
staff with the suspicion t 'at the responsible party is reluctant or unwilling to 
conduct the necessary cleanup. We agree with the recommendation tc prcvice 
a better listing and have been developing policies and guidance during this 
fiscal year to put in place a more aggressive approach to confirm responsible 
party intent and prioritize all contaminated sites into a high/medium/low 
category

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

Sincerely,

- 5 6 -
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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
Offered:
Referred:
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 I. 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 238(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

WORK DRAFT WORK DRAFT WORK DRAFT
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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

WORK DRAFT WORK DRAFT WORK DRAFT
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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 238(RES) -4-
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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. 43.55.221. SUSPENSION AND REIM POSmON 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- C S H B  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 th< difference between the amount determined under (1) 

of this suDsection and the amount determined under (a)0 of this sec ion; 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 (a) 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.*"
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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 
S50,000,000, 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.

(f) 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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1 preceding fiscal year, that is the sum of the actual or estimated balan i of
2 (1) the account maintained under AS 37.05.142 to account for all
3 proceeds of the surcharge that are deposited into the general fund; and
4 (2) the portion of the balance of the response mitigation account that
5 originated from the recovery of money described in AS 46.08.025(a)(2) and that was
6 originally expended from the response account of the fund.
7 * Sec. 11. AS 43.55 is amended by adding a new section to read:
8 Sec. 43.55.299. DEFINITIONS. In AS 43.55.201 - 43.55.299,
9 (1) "response account" means the oil and hazardous substance release

10 response account established in AS 46.08.010(a)(2);
11 (2) "response mitigation account" means the oil and hazardous
12 substance release response mitigation account established in AS 46.08.025(b).
13 * Sec. 12. AS 43.55 is amended by adding new sections to read:
14 ARTICLE 2A. ADDITIONAL CONSERVATION SURCHARGE ON OIL.
15 Sec. 43.55.300. SURCHARGE LEVIED, (a) Every producer of oil shall pay
16 a surcharge of S.03 per barrel of oil produced from each lease or property in the state,
17 less any oil the ownership or right to which is exempt from taxation.
18 (b) The surcharge imposed by (a) of this section is in addition to and shall be
19 paid in the same manner as the tax imposed by AS 43.55.011 - 43.55.150; and is in
20 addition to the surcharge imposed by AS 43.55.201 - 43.55.299.
21 (c) A producer of oil shall make repons of production in the same manner and
22 under the same penalties as required under AS 43.55.011 - 43.55.150.
23 Sec. 43.55.310. USE OF REVENUE DERIVED FROM SURCHARGE. The
24 legislature may use the annual estimated balance of the account maintained under
25 AS 37.05.142 for deposits into the general fund of the proceeds of the surcharge levied
26 under AS 43.55.300 to make appropriations to the oil and hazardous substance release
27 prevention account in the oil and hazardous substance, release prevention and response
28 fund established by AS 46.08.010.
29 * Sec. 13. AS 43.55.900(15) is amended to read:
30 (15) "surcharge" means
31 (A) when used in AS 43.55.201 - 43.55.299. tlTb surcharge
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levied by AS 43.55.201:
(B) when used in AS 43.55.300 - 43.55.310. the surcharge 

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:
(a) 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 m aster 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 master 

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 PLAN];

(4) require or schedule unannounced oil spill drills-no test the
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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 Alaska 
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 m aster 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 protec ion 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:
(a) There is established in the state general fund the oil ahd hazardous
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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
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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 
departm ent;

(6) fees collected bv the department for the registration of oil spill 
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 m itigation [THIS] account a sum equal to the amount received under
(a)(2) - (6) [(a)(2) AND (a)(3)] of this section during the calendar year preceding 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
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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; *“
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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 
depotsj.

(3) [W HEN PRESENTED W ITH A PPR O PR IA T E  
DOCUMENTATION BY THE DIVISION;

(4) PROVIDE MATCHING FUNDS FOR PARTICIPATION IN 
FEDERAL OIL DISCHARGE CLEANUP ACTIVITIES AND UNDER 42 U.S.C. 
9601 -9657  (CO M PREH EN SIV E EN V IRO N M EN TA L R E SPO N SE, 
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 (dl [(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 facilities, die 
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).

(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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