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Regional Citizens' Advisory Council of Prince William Sound

Section 35. Adds the requirement that the DEC commissioner report to the 
legislature on the uses of both accounts created by the division in this bill. It 
reduces the DEC auditing requirements for uses of the fund.

Section 38 transfers the responsibility of maintaining emergency response depots 
to DEC.

Sections 39 reassigns the oil and hazardous substance response corps to the 
Department of Environmental Conseivation.

Section 40. Eliminates funding for the Oil and Hazardous Substance Response 
Office to conduct certain spill technology research.

Section 41 is a technical change consistent with the i 'naming of the fund adding 
the words "prevention and."

Sections 42,43 and 45. These sections attempt to provide consistency in the use 
of terms "release" and "threatened release" in AS 46.08. Section 42 provides a 
technically revised definition of "release" and section 43 substantially amends the 
definition of "threatened release." In current statute, the definition of threatened 
release is "an imminent danger that a release will occur." The new definition 
would be narrowed to mean a release is imminent.

A release is imminent if "it is impending, on the point of happening, or in the 
judgment of the commissioner, may reasonably be expected to culminate in an 
actual release, and that actual release may reasonably be expected to cause personal 
injury, other injury to life, or loss or damage to property." Sections 36 and 37 are 
conforming changes to these revised definitions. However, despite the change 
adding environmental damages, the narrowing of this definition limits DEC's 
ability to prevent spills.

Section 45. Modeled after the definition made in bill section 44 mentioned earlier, 
this section revises the definition of the term "threatened release" applicable to AS 
46.09. Similar to the change in section 43, this definition explicitly includes 
damages to the environment.

Section 46 moves the Alaska State Emergency Response Commission from DEC 
to DMVA.

Section 47. Repeals a number nf provisions in law regarding activities for which 
the fund can be used to support including:
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Regional Citizens' Advisory Council of Prince William Sound

• state ferry construction, AS 19.65.025 and AS 46.08.040(d);

• tlie Citizens Oversight Council, AS 46.08.040(d)
• the repeal of the Conservation Surcharge on Oil replaced by this bill, AS 

43.55.200-240— these three are tlie same as the previous "D" draft, plus

• removes DES's authority to contract for personnel to respond to releases, AS 
26.23.195(b); and

• reference to the Division oi Emergency services in AS 46.08.190(3), a technical 
change to reflect the shift in department assignments.

Section 48 is inserted to clarify how appropriations, if any, made to the spill 
reserve fund, mentioned within the text of AS 29.60.510(b), are to be treated for 
purposes of determining whether they are to be treated as expenditures for the oil 
and hazardous substance release response fund in conjunction with the factors 
applicable to suspension or re imposition of the severance tax conservation 
surcharge. Since, in bill section 5, the statutory reference to "spill reserve" would 
be repealed, the provision is drafted as an uncodified, temporary law section with a 
limited applicability.

Section 49. Explains the applicability of tne new definition of "catastrophic oil 
discharge."

Section 50 sets out a transition mechanism for amounts collected under the nickel- 
per-barrel surcharge after June 30,1993, and until the effective date of this Act.

Section 51 protects or "holds harmless" the terms of members of the response 
commission despite transfer of the commission by bill section 47.

January 23,1994
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Officials Are Inundated  W ith Last-Minute 
R esponse Plans. Thousands of plans poured 
into Washington. DC, and various regional of­
fices around the country within days of the 
February 18 deadline. Now it's up to the 
federal agencies to review the plans by August 
18, or to issue interim  letters of approval th a t 
will be valid for two years.
In the interim, the agencies are still plowing 
through the rulemaking process: the USCG 
published interim final rules for vessels and 
marine transportation-related facilities on 
February 5; EPA published its proposed rule 
for non-transportation-related onshore 
facilities on February 17' the RSPAput an in ­
terim final rule for onshore pipelines into ef­
fect on Jan u a ry  5: and  MMS published an 
interim final rule for offshore facilities on 
February 8. Also: the USCG has classified 
22 OSROs to dale (see column on page 3).

F irst S e ttlem en ts  U nder OPA 90 To xl 
S14.7 Million. DOJ filed the first two judicial 
settlements under OPA 90 with a US district 
court in Washington S tate on February 10.
DOJ resolved complaints concerning oil spills 
in 1991 against Texaco and US Oil tha t totaled 
$14.7 million — an am ount attorneys say they 
could never have gotten under the Clean 
Water Act.

C ongressional C om m ittees Vie for J u r is d ic ­
tio n  Over OPA 90. The recent shifts in Con­
gress have caused a s tir between the House 
Merchant Marine and Fisheries (MM&F) Com­
mittee and the House Natural Resources (NR) 
Committee. On February 4. an  NR subcomm it­
tee held a hearing on the s ta tu s  of oil spill 
response In light of the Shetland Islands spill. 
Then on February 17. an MM&F subcomm it­
tee held its own hearing to discuss progress 
on the implementation of OPA 90.

A tto rney* Consider Ways to  Avoid In te rn a ­
tional L iability L im its in  th e  B raer Case.
Speculation has mounted in recent weeks over 
whether US attorneys may be able to try a

RE9PO*case for damages from the Jan ua ry  5 Shetland 
Islands spill in US courts. They think it may 
be possible to show th a t the owner of the 
tanker Braer has some US connection.

page 11... S tu dy  o f Leak D e tec tion  Devices on
Tanka hip* P recedes NPRM. On February 5. 
the USCG made available its report entitled 
T a n k  L e v e l  D e t e c t i o n  D e v i c e s  f o r  t h e  C a r n a g e  o f  
O iL  The USCG said it would use the study to 
develop a  notice of proposed rulemaking to im ­
plement section 4110 of OPA 90. TIh study 
evaluates leak scenarios and suggests an ap ­
proach to developing s tandards for the ap ­
proval of devices.

page 11... A laska AG R aises C oncerns About the
Ezxon Valdez T ru s tee  Council. Alaska Attor­
ney General Charles Cole is a  member of the 
trustee council th a t m ust determ ine how the 
Exxon Valdez settlem ent money must be 
spent. He spoke a t the Exxon V a l d e z  O il S p i l l  
S y m p o s i u m  on February 2-5 in Anchorage on 
some of the problems inherent in the current 
system  of using trustees to determ ine resiora- 
on projects.

page 12... l io re  S ta te s  Are Charging Fees for Oil Spill
Response. The OSLR staff has pu t together a 
chart comparing sta te per-barrel/per-gallon 
fees on oil th a t help fund the cleanup of oil 
spills. We learned during our research that a 
few sla tes currently have bills in committee 
th a t deal w ith this issue. HB 1194 in Hawaii, 
for example, proposes a  6-cents-per-barrel tax 
on oil to support a  $7 million fund for preven­
tion and  response.

page 16... News Briefs
• State and Federal Agencies Work with 

Industry to Schedule Drills in Washington
• USCG to Regulate the Transfer of Oil to or 

from Motor Carriers and Railroads

page 16... H o tlin e
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on the proposed restoration plan. Cole said many people were concerned that the trustees and res­toration team are ' too closely associated with the state and federal agencies involved with the dam­age assessment and restoration process." Cur­rently. each trustee appoints a member of the restoration team, whose purpose is to take on the day-to-day management and administrative functions of implementing the restoration program.
They raised interesting questions. Cole said, such as: Do the projects recommended by tlie res­toration team include work that the government agencies should be doing as part of normal agen­cy operations? Are the proposed projects related to the assessment of damage from the oil spill, or are they directed to the study of decreases in species observed before the spill? Is the amount of funding sought for the projects designed to supplement the agencies' legislative appropria­tions. particularly In the area of overhead? and Does the fact that restoration team members propose projects that will be performed by the

M ore S ta te s A re C h arg in g
In response to a hotline call concerning a com­parison of state fees on oil for spill response pur­poses. the OSUR staff decided to research the issue. We collected some interesting findings.For one. agencies in nearly all of the states charge some sort of fee on facility and/or vessel owners and operators for oversight activities (e.g., annual licensing fees), and the majority of states in the US charge a per-gallon or per-barrel fee on the oil Itself (either on crude oil. motor fuels, or on all types of petroleum) to be used in the event of a leak or spill. (Unlike any other state. Oregon charges a substantial annual fee of $3,000 for;acillties and a per-trip fee for vessels.)
As a general rule, the money from a state tax on oil is added to a fund that may be used for any­thing from administration costs to the reimburse­ment of cleanup/remediation expenditures.Some funds are treated as insurance policies, while others are financed primarily through the collection of penalties. Likewise, some fee/fund systems are designed so that the fund could reach a cap at which point the fee would be shut off. while others are designed to generate the same amount of available money each year.
During our research, we also found that a num­ber of states have bills in committee that deal, in some way, with the issue of fees on oil for spill response. Among them are: SB 228 in Montana

agencies that employ them inhibit their ability to make critical evaluations of other projects?
“I think we should give consideration as trustees to providing more balance in the restoration team and perhaps having it composed of a lesser proportion of members from state and federal agencies,” advised Cole. “If this restoration process is not viewed as wholesome by the public, it will not be successful."
Cole also reminded the audience that no one. by way of legislation or otherwise, can change the terms of the settlement. “I say that because there has been support, particularly in the environmen­tal community, to have Congress enact iegislaUon that would require the trustees as part of their duties under the agreement to spend between 70% and 80% of the available funds for the ac­quisition of habitat." Under the agreement, the trustee council can only deal with resources af­fected by the spill. "Unless lands were affected, wc can't consider acquiring them." he said.

Fees for Oii Spill Response
that would charge 3/4 of a cent per gallon on diesel and other oil products in addition tc gasoline: HB 172 and HB 434 in New Hampshire that would allow the state to collect (he fee at the time of import rather than at the time of sale to ease the collection process: HB 1739 in Virginia that would also change how the state collects the fee: HB 228 in Idaho that would impose an addi­tional 1 cent-per-gallon fee on petroleum to finance the Idaho Petroleum Remediation Fund: and HB 1194 in Hawaii that would establish a 6 cents-per-barrel tax on oil entering the state to finance the Environmental Response Revolving Fund. Hawaii’s fund would be used for petroleum release prevention, response, and cleanup programs, and would be capped at $7 million (officials expect that the fund will not reach the $7 million cap for eight years). (The Washington State Office of Marine Safety's legisla­tive proposal to charge a per-trip fee on vessels coming into Puget Sound died in its early stages.)
The accompanying chart provides a ntn-down of each state's fee policies. Note: to keep things simple, we only Included information concerning fees on oil (not on hazardous substances) and fees specifically meant for spill /leak response or reme­diation (we did not include information, for ex­ample. on New Mexico's fund for abandoned wells).

Page 12 ©1993 Cutter Information Corp. Unauthorized photocopying prohibited by law. March 1993
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State Fees on Oi! for Spill Response and Administration Costs*

Stale Fee** W ho Must Pay W here the M oney Goes

A la b a m a N o n e — —

A la sk a 5 c e n ts p e r barrel E v e ry  oil p roducer in the state T h e  Oil and H a z a rd o u s  Su b sta n c e  R e le a se  

R e s p o n s e  F u n d  (now  at about $40 million; 

capped at $5 0  million)

A rizona 1 cent p e r gallon of g a so line  (all kinds), diesel, 

and k e ro se n e

T h e  U S T  o w n e r w he n oil is  p u rc ha se d  or w hen 

the  annual tax re tu rn  is due

10%  g o e s  into a Lo a n  Account, the rest g o e s  

into the S ta te  A ssu ra n c e  F u n d  (now at about 

$4 0  million; no cap)

A rk a n sa s N o n e — —

California 25 c e n ts  p e r barrel for re sp o n se  (this h a s  not 

b een  collected sin c e  F e b  1991 w he n the fund 

reached  its cap); 4 c e n ts per barrel for 

adm inistra tion  (this m ay be reduced by the 

a d m in istra to r in future  y e a rs)

E v e ry  m arine terminal operator for oil delivered 

th ro u g h  the term inal; e ve ry  pipeline operator for 

oil tra n sp o rte d  into the state; and just the 2 5 - 

cent fee for refinery o p e ra to rs for c rud e  oil 

rec eived  at the  refinery

T h e  Oil Sp ill R e s p o n s e  T ru st  Fu nd  ($50 million) 

and the Oil Sp ill P re ve n tio n  and A d m inistra tion  

F u n d  (m ea nt to ge ne ra te  about $20 million 

annually)

C olorado N o n e — —

C onnecticut N o n e — —

D elaw are * io  of a %  of the g r o s s  receipts tax T h e  w ho le sa le r of p etro le um  and petro leum  

p ro d u c ts (an exem ption is allowed fo r crude oil)

T h o  D E  H a z a rd o u s  Su b sta n c e  C leanup Act 

F u n d  (now  at about $4 million; no cap)

Florida 2 c e n ts  p e r barrel A n y  p e rso n  w ho e n g a g e s in the production or 

im portation of oil

T h e  C oasta l P ro te ction  T ru s t  Fu n d  (now at 

about $18 million; capped at $50 million)

G e o rg ia N o n e — —

Hawaii N o n e — —

Idaho 1 cenl p e r gallon T h e  first licensed  d istributor w ho tra n sfe rs  a 

p etro le um  product to another legal entity within 

the  state

T h e  Petro leum  Clean W ater Storage Tank T ru st 

F un d  (now  at about $20 million; capped at $30 

million)

Illinois N o n e — —

indiana N o n e — —

Iowa N o n e — —

K a n sa s 16 c e n ts  p e r barrel T h e  first p u rc h a se r of the oil A  portion fu n d s the c o n se rva tio n  division of the 

K a n sa s  C orpora tion C o m m issio n , and the rest 
g o e s into the C onserva tion Fee Fund (now at 

least $500,000; capped at $1 million)

Kentucky N o n e — —

Lo u isia n a 2 c e n ts p e r barrel E v e ry  p e rso n  ow ning crude oil in a v e s s e l  at 
the  timp the oil is  tra n sfe rre d  to a m arine 

term inal within the  state  (except for at LO O P )

T h e  Oil Sp ill C ontingency Fund  (now at about 
$ 1 0 -1 2  million; capped at $15 million, but only if 

that a m o u nt is  reached through the collection ol 

fe e s)

' T h i s  d o e s  n o t  r e f e r  t o  s m a l l  o n e - t i m e  f e e s  ( e . g . ,  f o r  r e g i s t r a t i o n  o r  l i c e n s i n g ) ;  o n l y  p e r - g a l l o n ,  p e r  b a r r e l ,  o r  p e r  t r i p  f e e s
• ' F e e s  a r e  a s s e s s e d  o n l y  o n c e  f o r  t h e  s a m e  o i l .
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#  #  •
State Fees on Oil tor Spill Response and Administration Costs'

Stale Fee** Who Must Pay Where the Money Goes

Alabama None — —

Alaska Scents per barrel Every oil producer in the state The Oil and Hazardous Substance Release 
Response Fund (now at about $40 million, 
capped at $50 million)

Arizona 1 cent per gallon ot gasoline (all kinds), diesel, 
and kerosene

The UST owner when oil is purchased or when 
the annual tax return is due

10% goer- into a Loan Account, the rest goes 
into the Stale Assurance Fund (now at about 
$40 million; no cap)

Arkansas None — —

California 25 cents oer barrel for response (this has not 
been collected since Feb 1991 when the fund 
reached its cap); 4 cents per barrel for 
administration (this may be reduced by the 
administrator in future years)

Every marine terminal operator for oil delivered 
through the terminal; every pipeline operator for 
oil transported into the state; and just the 25- 
cent fee for refinery operators for crude oil 
received at the refinery

The Oil Spill Response Trust Fund ($50 million) 
and the Oil Spill Prevention and Administration 
Fund (meant to generate about $20 million 
annually)

Colorado None — —

Connecticut None — —

Delaware ^ 1 0  of a % of the gross receipts tax The wholesaler of petroleum and petroleum 
products (an exemption is allowed for crude oil)

The DE Hazardous Substance Cleanup Act 
Fund (now at about $4 million; no cap)

Florida 2  cents per barrel Any person who engages in the production or 
importation of oil

The Coastal Protection Trust Fund (now at 
about $18 million; capped at $50 million)

Georgia Non9 — —

Hawaii None — —

Idaho 1 cent per gallon The first licensed distributor who transfers a 
petroleum product to another legal entity within 
the state

The Petroleum Clean Water Storage Tank Trust 
Fund (now at about $20 million; capped at $30 
million)

Illinois None — —

Indiana None — —

Iowa None — —

Kansas 16 cents per barrel The first purchaser of the oil A portion funds the conservation division ot the 
Kansas Corporation Commission, and the rest 
goes into the Conseivation Fee Fund (now at 
least $500,000; capped at $1 million)

Kentucky None — —

Louisiana 2  cents per barrel Every person owning crude oil in a vessel at 
the timp the oil is transferred to a marine 
terminal within the state (except for at LOOP)

The Oil Spill Contingency Fund (now at about 
$10-12 million; capped at $15 million, but only it 
that amount is reached through the collection ol 
tees)

‘ T h i s  d o e s  n o l  r e f e r  l o  s m a l l  o n e - t i m e  f e e s  ( e . g . ,  f o r  r e g i s t r a t i o n  o r  l i c e n s i n g ) ;  o n l y  p e r - g a l l o n ,  p e r - b a r r e l ,  o r  p e r  t r i p  t e e s .
“ F e e s  a r e  a s s e s s e d  o n l y  o n c e  fo r  t h o  s a m e  o i l .
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Slate Fees on Oil for Spill Response and Administration Costs*, continued

Stats Fee" Who Mu3 t Pay Where the Monoy Goes

Maine 4 cents per barrel for coastal and inland 
cleanup; 44 cents (gasoline), 25 cents (#2, 
kerosene, jet luel, and diesel), and 10 cents 
(#6) per barrel for groundwater cleanup

For coastal and inland cleanup: every person 
that first transports oil in Maine. For ground­
water cleanup: terminal facilities that first 
transfer the products and any person that first 
transports oil into Ihe state (no fee on exports)

The Maine Coastal and Inland Surface Oil 
Cleanup Fund (now at about $4 million; capped 
at $6 million), and the Groundwater Oil 
Cleanup Fund (now at about $12 million; 
capped at $15 million)

Maryland V4 of a cent per barrel for cleanup; 5 cents per 
barrel for upgrading underground storage tanks

Tho tank owner The Maryland Oil Disaster Containment, 
Cleanup, and Contingency Fund (capped at $5 
million), and tho Underground Storage Tank 
Upgrade and Replacement Fund (now at about 
$4.5 million; capped at $5 million)

Massachusetts None — —

Michigan 74) of a cent per gallon of petroleum products All those selling refined oil for resale The Ml Underground Storage Tank Financial 
Assurance Fund (now at about $52 million; no 
cap)

Minnesota None — —

Mississippi None — —

Missouri $25 per 8,000 gallons The tank owner upon delivery ol gasoline The Underground Storage Tank Insurance 
Fund (capped at $8 million)

Montana ^ 4  of a cent per gallon (the fee is currently shut 
off until the fund drops below $4 million)

The gasoline distributor The Petroleum Tank Release Cleanup Fund 
(now at about $5 million; capped al $8 million)

Nebraska V10 of a cent per gallon on motor fuels 
(although now it is at ^ 1 0  of a cent per gallon on 
motor fuels plus V10 of a cent per gallon on all 
other petroleum since the fund dropped down 
to $2 million; the fee will return to T'io of a cent 
when the fund reaches $4 million)

The refiner, importer, or distributor that first 
sells within the state

l

The Petroleum Release Remedial Action, and 
Reimbursement Fund (now al about $3.1 
million; capped at $5 million)

Nevada ^ 1 0  of a cent per gallon on most petroleum 
products ( 'Z S .lK i.v k /Z jr ,,-* ! )

The refiner or importer The State Petroleum Fund (now al about $4 
million; capped at $7.5 million)

New Hampshire ^ 1 0  of a cent per gallon for the ODD Fund; V10 
of a cent par gallon for the OPC Fund

The distributor of motor fuels at the time of sale 
(for the Q'io of a cent fee); the distributor of all 
oil at the time of sale (for the t/10 of a cent fee)

The Oil Discharge, Disposal, and Cleanup 
Fund (the ODD Fund: now at about $9.1 
million; capped at $10 million); The Oil Pollution 
Control Fund (the OPC Fund: now at about 
$3.5 million; capped at $5 million)

New Jersey 1 Vfc cents per barrel for major facility owners The operator or owner of the receiving or 
transferring major facility

The NJ Spill Compensation Fund (now at about 
$72 million; no cap)

New Mexico None — —

'This does not refsr to small one-lime fees (e.g., lor registration or licensing); only per-gallon, per-barrel. or per-trip tees 
“ Fees are assessed only once for the same oil

oil spill U.S. LAW 
REPORT
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State Fees on Oil tor Spill Response and Administration Costs*, continued

State Fee** Who Must Pay Where the Money Goes

New York Currently at 4 cents per barrel for major facility 
owners

The major facility owner at the point of import 
or receipt

The NY Environmental Protection and Spill 
Compensation Fund (now al about $17 million; 
capped at $25 million)

North Carolina None — —

North Dakota None — —

Ohio None — —

Oklahoma 1 cent per gallon ,
(H2ci<k/LiU(iz( )

The fuel distributor The OK Petroleum Underground Release 
Indemnity Fund (now at about $6-$7 million; no 
cap)

Oregon $650 per trip for tank vessels; $20 per trip lor 
barges; and $25 per trip lor cargo vessels 
(facilities must pay $3,000 per year)

All vessels and facilities The Oil Spill Prevention Fund (capped ot 
$153,600)

Pennsylvania None — —

Rhode If land None (There is an Oil Release Response Fund) — —

South Carolina V& cent per gallon on all petroleum
f'3lU 2/cls /k i»rr<i'ls)

The reliner or tank owner that first sells the oil 
in the state

The State Undergiound Petroleum Response 
Bank (capped at $15 million)

South Dakota
---  \. 1

1 cent per gallon The oil distributors The SD Petroleum Release Compensation Fund 
(now at about $ 100,000; capped at $5 million)

Tennessee None — —

Texas 2  cents per barrel Every person owning crude oil in a vessel at 
the lime such crude oil is transferred to or from 
a marine terminal

The Coastal Protection Fund (now at about $20 
million; capped at $25 million)

Utah None — —

Vermont 1 cent per gallon Motor fuels distributors The Vermont Petroleum Cleanup Fund

Virginia VS of a cent per gallon Any importer of gasoline, special fuels, and 
heating oil

The VA Petroleum Storage Tank Fund (now at 
about $17 million; no cap)

Washington 5 cents per barrel The owner ol the crude oil or petroleum product 
immediately alter receipt into a storage tank of 
a marine terminal Irom a vessel

The State Oil Spill Response Account (now at 
about $4.5 million; capped at $25 million and 
the Administration's Account (no cap)

West Virginia None — —

Wisconsin 1.4 cents of every 2 cents per gallon collected — The Petroleum Environmental Cleanup Fund

Wyoming 1 cent per gallon Fuel consumers

4
The Stale Corrective Account (now at about 
$1.5 million) and the State Financial 
Responsibility Account (now at about $6.2 
million), there must be a total ol $ 2 0  million in 
both accounts before the lee is shut off

cn • T h i s  d o e s  n o t  r e l e r  l o  s m a l l  o n e - t i m e  f e e s  ( e  g . ,  f o r  r e g i s l r a l i o n  o r  l i c e n s i n g ) ;  o n l y  p e r - g a l l o n .  p e r - b a r r e l ,  o r  p e r - t r i p  l e e s .
•‘ F e e s  a r e  a s s e s s e d  o n l y  o n c e  f o r  t h e  s a m e  o i l .
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A l a s k a  S t a t e  L e g i s l a t u r e
30 Sew ard Street, Suite  218 
Juneau, A la sk a  99801-2196^L eg is la tive  Research Agency

Phone: (907) 465-3991 
Fax: (907) 463-3351

April 16, 1993

MEMORANDUM
TO: Representative Kay

FROM: Maria Gladziszewski' and Paula <f. Scavera 
Legislative Analysts (J

RE: Other States’ Funds Similar to Alaska’s Oil and Hazardous Spill Response
Fund
Research Request 93.186

You asked for information about funds established in other states that are similar to Alaska’s
Oil and Hazardous Spill Response Fund (the so-called "470 r und"). We contacted six states 
(California, Florida, Louisiana, New Jersey, Texas and Washington) to obtain comparative 
information. Although other states have similar funds, these are a sample of those* that tax 
oil, petroleum products or other pollutants to pay for a cleanup or response fund.
The attached table summarizes key features of oil spill funds in those states. We listed only 
those funds which are financed primarily by a tax and not by pollution fines or settlements. 
In a preliminary version of this memorandum, we provided copies of relevant statutes from 
the six states listed above and a report from Texas, Oil Spill Prevent ion and Response Act 
Progress Report.

m



Representative Brown 
April 16, 1993 
Page 2

Attached to this memorandum is an article from the Oil Spill U.S. Law Report (March 1993) 
containing information on a 50-state survey of stat** fees on oil for spill response and 
administrative costs.1 This table, along with the information compiled by our office, show 
that state taxes on petroleum products for spill response vary from zero to the 87 cents per 
barrel in Florida.2
We hope this information is useful for your purposes. Please do not hesitate to contact us 
if you have additional questions.

Attachments

'This article (pages 12 - 15 of the March 1993 issue) is reprinted with permission from 
Cutter Information Corporation, 37 Broadway, Arlington, MA 02174, (telephone 
800-881-1950 or 617-648-8700). Reproduction without express permission of the publisher 
is forbidden by law.

2It appears that in Florida some petroleum products are taxed for three separate funds-80 
cents per barrel plus 2 to 5 cents per barrel plus 2 cents per barrel (totaling 87 cents per 
barrel). No single state official in Florida seemed to know about all three funds listed on 
the table prepared by this agency. Florida officials with whom we spoke were able to speak 
only about the fund they administered and were unable to confirm with 100 percent certainty 
that petroleum fuels (gasoline, diesel, kerosene, aviation fuel, heating oil, etc.) were taxed 
by all three funds. They all, however, "thought it was true" that some petroleum products 
were taxed three times.



~  SELECTED STATE FUNDS SIMILAR TO
HAZARDOUS SUBSTANCE S P llt RESPONSE FUND 

Primary Revenue Source  Purpose /  Use___________________________________ C om m ents________

25 cents/barrel on crude oil for cleanup of oil in marine waters or cleanup Fund has reached its cap of $50 million
or petroleum produc ts of oil that will impact marine waters
received at a marine terminal 
or transported by pipeline

C ontactState Fund

Department of Fish 
and Game, Oil Spill 
Prevention and 
Response Office 
(916) 4 4 5 -9 3 3 8

California Oil Spill 
Response Trust 

Fund

administering, operating, managing, staffing, and 
plan reviewing of oil spills in marine waters or 
impacting marine waters

Approximate annual revenue =  $20 million 
Approximate number of personnel funded = 190 
Approximate annual expenditures = $18 million

4 cents/barrel on crude oil or 
petroleum products received 
at a marine terminal or 
transported by pipeline

California O il Spill 
Prevention  

Administrative 
Fund

cleanup of discharges of petroleum or petroleum 
products from stationary petroleum storage 
facilities; investigation and assessment of 
contaminated sites; restoration or replacement of 
potable water supplies; rehabilitation, maintenance 
and monitoring of contaminated sites; cost 
recovery expenses; administrative expenses 
including costs incurred by the Department of 
Health in providing field and laboratory services; 
some activities related to the removal and 
replacement of petroleum storage systems

to restore or replace potable water supplies; for the 
investigation, assessment, cleanup, restoration, 
maintenance, and monitoring of any site 
contaminated with hazardous wastes, hazardous 
substances as defined by CERCLA, pollutants, 
substances suspected to be carcinogenic or toxic 
to humans, or substances which pose a serious 
danger to public health or welfare

to provide a mechanism to have financial resources 
immediately available for prevention of. and 
cleanup and rehabilitation after, a pollutant 
discharge, to prevent further damage by the 
pollutant, and to pay for damagtes

annual revenue =  $155 million 
number of personnel funded =  50 
annual expenditures = $155 million

Approximate
Approximate
Approximate

30 ,60 , or 00 cents/barrel tax 
on pollutants (petroleum 
fuels) produced or imported 
into the state (rate varies with 
unobligated balance of fund); 
tax is currently at the highest 
level and is expected to 
remain there indefinatefy 
(annual revenue at B0  cents is 
still not sufficient to pay all the 
claims against the fund)

varies with type of product 
and amount in fund; $ 1  or 
$2/lead acid battery; 2.3 or 
5.9 cents/gallon solvents; 1 
or 2.5 cents/gallon motor 
oil; 2 to 5 cents/bc. ret 
petroleum products

Department of
Environmental
Regulation, Division
of Petroleum
Cleanup
(904) 4 8 7 -3 2 9 9

Florida Inland  
Protection Trust 

Fund
(Chapter 376, 
Section 3071)

Approximate
Approximate
Approximate

annual revenue -  $25 million 
number of personnel funded =  35 
annual expenditures = $25 million

Department of 
Environmental 
Regulation, Bureau 
of Waste 
Management 
(904) 4 8 8 -0 1 9 0

Florida W ater 
Quality Assurance  

Trust Fund 
(Chapter 376, 
Section 307)

Approximate annual revenue = n/a 
Approximate number of personnel funded 
Approximate annual expenditures = n/a

2  cents/barrel tax on 
pollutants (includes pesticides 
ammonia, chlorine, and 
other oil products) produced 
or imported into the state; 
tax suspended when fund 
reaches $50 million, 
reimposed at $40 million

Department of 
Natural Resources 
Office of Coastal 
Protection 
(904) 48 8 -2 9 7 4

Florida Coastal 
Protection Trust 

Fund
(Chapter 376, 
Section 1 1 )



FUND
State Fund Primary Revenue Source Purpose /  Use Com m ents C ontact

Louisiana Oil Spill 
Contingency Fund 
(RS 30: 2451 -2496 )

2  cents/barrel fee on all 
crude oil transferred to or 
from a vessel at a marine 
terminal within the state; 
fee suspended when fund 
reaches $15 million, 
reimposed at $ 8  million; 
under certain conditions, fee 
can double to 4 cents until 
fund reaches $30 million

administrative expenses of the office of the 
coordinator (not to exceed $350,000 annually); 
removal costs and damages related to actual or 
threatened discharges of oil; removal costs related 
to abatement and containment of actual or 
threatened discharges of oil; protection, 
assessment, restoration, rehabilitation, or 
replacement of ormitigation of damage to natural 
resources; operating costs and contracts for 
response prevention (not to exceed $5000,000 
annually); other costs and damages 
authorized by statute; grants to universities for 
Research and Development (not to exceed 
$750,000 annually)

Approximate annual revenue =  $9 million 
Approximate number of personnel funded = 10 
Approximate annual expenditures =  $500,000

Office of the 
Louisiana Oil Spill 
Coordinator 
(504) 9 2 2 -3 2 3 0

New Jersey Spill 
Com pensation  

Fund 
(NJSA 58:10 -23.11)

1.5 cents/barrel tax on oil 
and petroleum products 
transferred within state; 1.75 
to approximately 4 cents per 
barrel tax on all hazardous 
substances transferred 
within the state

all direct/indirect costs for oil and hazardous 
substance spills; research and development; 
administrative costs of oil spill plan reviews

Approximate annual revenue =  $14 million 
Approximate number of personnel funded = 100 
Approximate annual expenditures = $5 million 
Approximately $70 million currently in fund; 
interest from fund pays for research 
(approximately $500,000 annually)

Department of 
Environmental 
Protection, Bureau 
of Discharge 
Prevention 
(609) 9 0 4 -4 3 0 6

Texas Coastal 
Protection Fund 

(Texas Natural 
Resource Code, 
Section 40.152)

2  cents/barrel tax on all 
crude oil loaded or 
off-loaded in Texas 
ports; tax suspended 
when lund reaches $25 
million, reimposed at $14 
million

administrative expenses, personnel and training 
expenses, equipment maintenance, and operating 
costs related to implementation and enforcement 
of statute; response costs related to abatement and 
containment of actual or threatened discharges of 
oil; damages related to actual or threatened 
discharges of oil; assessment, restoration, 
rehabilitation, or replacement of or mitigation of 
damage to natural resources; interagency contracts 
(not to exceed $1.25 million annually); purchase of 
response equipment (not to exceed $4 million) and 
the purchase of replacement equipment as 
necessary; other costs and damages authorized by 
statute

Approximate annunl revenue = $12 million 
Approximate number of personnel funded = 40 
Approximate annual expenditures = $ 6  million

General Land Office, 
Oil Spill Prevention 
and Response 
(512) 4 6 3 -5 3 2 9



r n r n m m m m m m m m
Purpose /  Use Com m entsPrimary Revenue Source C ontactState Fund

n/a =  not available at this time

Sources: Statutes of, and interviews with officials in, states listed. 

Prepared ly  the Legislative Research A gency. April 1993 (93 .T36).

for routine cleanup response, management, staff, 
enforcement, plan review, coordination and public 
outreach.

Approximate annual revenue =$4 million 
Approximate Number of personnel funded =  35 
Approximate annual expenditures =$4 rr lion

2  cents/barrel tax on all 
crude oil and petroleum 
products delivered to 
marine terminals in the 
state

for cleanup costs of oil and petroleum product 
spills, when the spill costs exceed $50,000

Department of 
Ecology, Response 
to Hazardous 
Material Spihs 
(206) 4 5 9 -6 6 5 6

3 cents/barrel tax on all 
crude oil and petroleum 
products delivered to 
marine terminals in the 
state

Approximate annual revenue = $3 million 
Approximate number of personnel funded 
Approximate annual expenditures = n/a

= 0

W ashington Oil 
Spill 

Adm inistration  
Account

(RCW Chapter 
90.56)

W ashington Oil 
Spill Response 

Account
(RCW Chapter 

90.56)
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ABSTRACT
This paper describes a model that uses available public information on North 

Slope production economics to place proposed expenditures on environmental 
measures in the context of North Slope per-barrel costs and profits. It is estimated that 
after-tax profits from North Slope production and pipelining operations exceed $3 
billion annually. If these operations were controlled by one firm (in fact, three 
companies control more than 90% of Alaska's production and pipeline facilities), that 
company would rank among the five most profitable industrial corporations in the 
nation. Using the per-barrel model and Alaska Department of Revenue forecast 
scenarios, it is also possible to estimate future North Slope profits. It is estimated that 
currently debated expenditures of$150 million for spill prevention and enviromnental 
mitigation measures would reduce industry profits in the year 2000 by approximately 
one cent per barrel, compared to total after-tax profits in excess of $5.00 per barrel.

INTRODUCTION

Alaska is often the reluctant host to intense public policy battles between 
environmental protection and development. These issues are frequently cast in 
economic terms: How much can the proponents of a proposed project afford to pay 
for environmental protection measures? Or: What will be the economic 
consequences of going forward with, delaying or halting the project? Because 
economics frequently frames these questions, it seems appropriate to ask whether 
economics can also provide answers. Certainly economics is the correct discipline 
for analyzing the costs. At the same time, it must be recognized that assessment of 
environmental risk is not turf on which economists are n^essarily expert. With this 
background in mind, we will look at one manifestation o t , ilaska’s perpetual debate: 
How much spending on environmental protection — principally on prevention of oil 
spills and mitigation of other potential environmental hazards — should the owners of 
the Trans-Alaska Pipeline1 (TAPS) be required to bear?

This question frequently finds its way into the public policy arena, especially 
since March 24,1989, when the tanker Exxon Valdez banged into Bligh Reef in 
Prince William Sound The ruptured tanker caused the largest oil spill in the history 
of this nation.2 It is widely understood by all but oil industry attorneys and officials 
that the oil companies that were charged with responsibility for safe shipment of 
Alaska North Slope (ANS) oil failed miserably on their long-standing promises to
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build and operate the safest system in the world, and to respond promptly and 
effectively to any spill that should occur.3 It is also undisputed that since 1989, the 
owners have spent hundred) of millions of dollars in repairing pipeline problems and 
upgrading their inadequate prevention and response systems.

Two currently debated proposed environmental mitigation measures are a vapor 
emissions recovery system to capture potentially toxic emissions vented during 
loading and off-loading tankers at Valdez and specially-designed tractor tugs to 
handle a disabled tanker. Both measures are in place at other ports, but not at the 
Alaska terminal that ships approximately 20 percent of the nation's domestic crude oil 
production. Together, it is estimated that these improvements would cost the North 
Slope owners up to $ 150 million. Should these measures be required, or has 
Alaska’s leading industry and revenue producer spent enough? To answer this 
question requires balancing environmental risks against the costs of prevention and 
mitigation measures. Tliis paper focuses on the second half of this equation.

THE PROBLEM: WILL ENVIRONMENTAL EXPENDITURES KILL 
ALASKA'S GOLDEN GOOSE?

Each year the nation's largest oil shipment facility, situated three miles across 
Port Valdez from the town of Valdez, puts one million pounds of benzene, a known 
carcinogen, into the atmosphere. Alyeska asserts that no serious documentable health 
risk exists from the pipeline terminal. Unpersuaded by its review of the industry- 
funded scientific study on which Alyeska relies, in September 1992 the 
CongressionaUy-mandated Prince William Sound Regional Citizen's Advisory 
Council passed a unanimous resolution asking Alyeska to install immediately a vapor 
recovery system to capture and incinerate the gasses vented when tankers deballast 
and load at Valdez. Alyeska declined. In his response to the oversight group, 
Alyeska's then-President J.B. Hermiller cited current regulations that do not require 
the venting system, current health risk information and the $120 million cost as die 
driving factors in his rejection of the petitioa4

Special escort vessels known as tractor tugs have been commissioned to 
accompany tankers in and out of port at the Louisiana Off-Shore Oil Port facility 
(LOOP), Puget Sound and San Francisco Bay. With a special, mid-ship propulsion 
system that allows the tractor tug to apply power in any direction, not just forward, 
the tractor tug is judged by many experts as superior to the conventional tug because 
it can provide both retarding forces and effective steering assistance. Two tractor 
tugs would cost approximately $25 million. Alyeska's owners have deferred 
obtaining for Prince William Sound the vessels they have procured for other ports.5

The motivation for these decisions is reflected in the statements of Alyeska 
officials, who have warned repeatedly that the costs of the environmental protection 
measures at Port Valdez and on the TAPS line itself must be weighed carefully 
against the fact that oil production is now declining and increased costs will cut into 
long-term North Slope production, inevitably hastening the demise of Alaska's 
golden goose. For example, speaking at an international conference on energy 
issues in Anchorage in July 1992, Alyeska Vice President for Environment and 
Contingencies M.F.G. Williams pointed out that "there comes a time when all of 
those small costs [on environmental measures] become factors in future operating or 
investment decisions" As an example, Williams turned to his experience in coal 
mining to suggest that foreign coal producers seemed to undercut their U.S. 
competitors "by the amount we had to pay to the U.S. for end of mine reclamation."6



Page 3 (nrv. 8/1 S/93)

In a January 6, 1992 speech to the Anchorage Chamber of Commerce,
Alyeska’s Hermiller warned that North Slope production was declining and put out 
his usual strong plug for a cost-benefit approach to environmental regulation. "If the 
state imposes excessive Financial burdens on the owners of the production going 
through the line or on the pipeline system itself," Hermiller said, "the line will close 
sooner than later." As an example of a cost Alyeska should not be asked to bear until 
unacceptable liarm to the environment or to public health is shown, Hermiller cited 
the vapor recovery system he later rejected.

"We must live within our means," Hermiller said. "If as throughput declines 
one third over the next six years and our costs are reduced by less than one third 
during the same period, our cost per barrel will increase. Accordingly, we must find 
ways to reduce costs to be able to keep the pipeline a viable economic enterprise for 
as long as possible in the coming years. 7

To assess the ecouumic validity of the Alyeska position, it is necessary to ask 
what level of expenditures might —  or might not —  be within the means of Alyeska 
and its owner companies.
ANS PRODUCTION AND PIPELINE PROFITS

Although profits from Alaska North Slope production and pipelining are not 
reported by the producing companies or any government entity, a variety of 
published sources it is possible to estimate average profits with a fair degree of 
precision. Once the data are assembled, profits to the North Slope owners can be 
estimated by subtracting production and shipping costs, taxes and royalties from the 
market price of oil. An example of profit calculations for 1991 is provided in Table 1 
on the following page. That table begins with the Lower-48 sales price of oil (line 
1), then subtracts pipeline charges (lines 4 and 5) and marine transportation (line 12) 
to establish a field or basis price (line 13) for calculating state royalties and production 
and property taxes (line 14). After those payments are calculated, operating and 
capital costs (line 15) are removed. State income tax, estimated from published 
figures (line 17), is then subtracted The resulting net revenue figure is the basis for 
estimating federal income tax (line 18). The producers also own TAPS and the feeder 
pipelines in shares roughly equal to their production shares, with the exception of 
Conoco (which produces the Milne Point field —  less than two percent of total ANS 
production — but has no ownership share in TAPS). To develop a comprehensive 
picture of North Slope profitability, TAPS profits (line 11) and feeder line profits 
(line 8) therefore must be added to production profits. The resulting total appears at 
line 22. To ?ccount for different market and transportation prices for West and Gulf 
Coast oil, calculations are made for each destination. The weighted average of West 
Coast and Gulf Coast ANS dispositions appears at line 23.8

Where official data are not available or are in dispute, the model relies on 
conservative estimates that tend to understate ANS profits. For example, the property 
tax is based on a gross Alaska tax figure that includes Cook Inlet facilities and 
therefore overestimates the tax on ANS production and, correspondingly, 
underestimates industry profits. Similarly, the federal income tax is estimated at 
32.1% — very near the nominal rate of 34% and much higher than the rate that the 
limited information available from published studies indicates that oil companies 
actually pay.9
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Tal'lf. I PslimMed Als.fc. North Si/p.- Pmrfuclinn *  P ip riiiv  Profils for 1991

Maflh-Slgpc PipfU Aaaluit; ALL FIELDS I - - ANS An. tVbbl.) - - / KagVanutigpc rtytii ftaatytit; Ai.fi rnxua 1 - - ATIb AY*. 
Gulf Com

ivooti- -/ 
W. Coast

im p

1 Avenge Price for ANS (Spot) $18.35 $1721 Altai* Dept, of Revenue (ADOR) dau
2 Quality Adjusted Price [Used fur individual field ant lysis]

3 Production / Diaooaition k'U hbls. \r. /  day
a Production 664.870 / 1.822 Alaska Dept, of Nanunl Resources del*
b. Volume to Eaat / We* Coast (54) 21.93* 78.07* From ADOR data

4 Feeder Pipeline TanfTt ($0.10) ($0.10) Wgbtd. avg. sum of iieata 4a thru 4g
a Oj'enuiojj & capital corti ($0.04) ($0.04) Alaska Dept, of Law (ADL 7/29/92) lea* 4b
b State ti local pcopaty lax (pipelines) $0.00 $0.00 30* of total ADOR property lax
c Seale income lax (pipelinea) $0.00 $0.00 4d •  (eff. state tax rate / eff. fed. tax rale)
d Federal income tax (poeliner) ($0.01) ($0.01) ADL (7/29/92) leas item 4c
e After-tax margin ($0.02) ($ao2) ADL (7/29/92)
f Recovery of deferred return ($0.01) ($0.01) •
g DRAR allowance $0.00 $0.00 *

5 TAPS Pipeline Tariff (M.41) ($3.41) Sum of itemi 5a thru 3h
a Operating & capital corU ($131) ($131) Alaska Dept, of Law (ADL; 7/29/92) )e«a 5b
b StHe A local property tax (pipeline*) ($0.15) (50.15) 30* of total ADOR property lax
c State income tax (pipelinea) ($0.09) ($009) 5d * (eff. -O'r tax rate / eff. fod. tax rate)
d Federal income tax (pipelinea) (50.65) (SJ.65) ADL (7/29/92) lorn item 5c
e After-tax margin ($0.49) ($0.49) ADL (7/29/92)
f Recovery of deferred return ($0.64) ($0.64) as

g DRAJR allowance ($0.08) ($0.08) m
b Pumpafcility Charge (Used for individual field analysis]

6 State Shan; (Feeder Line*) ($0.01) ($0.01) Sum of items 4b, 4c
7 Federal Share (Feeder Unci) ($0.01) (50.01) hem 4d

8 Indnitry Profit (Feeder Liner) $0.03 $0.03 Sum of items 4e, 4f

9 Stale Share (TAPS) ($0.25) ($0.25) Sum of rtcnu 5b. 5cf . .-Icral Sham (TAPS) (S0.65) ($0.65) item 5d

11 xkuzry ProGl (TAPS) $1.13 $1.13 Sum of items 5e, 5f

12 Tanker (to Gulf / Wert Cont) (53.83) (51.07) USFRA dau (ADOR)

13 Wellhead value $11.02 $12.64 Sum of items 1. 4,5,12

14 Stale Royalties, Pnxhaetion A Property Turn ($3,011 ($3.41) Sum of items 14a thro 14d
a Royalty ($130) ($130) Item 13 leas Geld coats * ext field royally
b Severance tax ($131) ($131) Item 13 *,875 ° nominal severance* ELF
c Spill Rê xmsc A Conservation Taxes (50.05) ($0.05) $.034 * .875
d Slate A local property lax (protktction) ($036) ($036) 70* of total DOR property tax

15 Production coata ($3.49) ($3.49) Sum of items 15s, 15b
a Lifting Coda ($1.19) ($1.19) Derived from trade publication estimate*
b Depletion.. Depreciation A Amortization ($2.30) ($230) Derived from trnle publication estimates

10 Net Revenue (production) 5432 $5.74 Sum of itemi 13, 14, 15

17 Stale Inoofuc Tax (production) ($0.15) ($0.15) From ADOR Spr. 92 front lets items 4c, 5c
18 Federal laconic Tax (production) ($1.40) ($1.79) Est. 32.1* of items 16+ 17

l9 Industry Profit (production) $2.96 $3.79 Sum of items 16 thro 18

20 Total State Share (production ♦ pipeline*) $3.42 S3.82 Sum of items 6,9, 14. 17

21 Total Federal Share (production ♦ pipelinea) $2.06 $2.45 Sam of hems 7, 10, 18

22 Total Industry Profit (production + pipelines) $4.12 $4.95 Sum of items 8.11, 19

23 CY 91 bvhislry Avg. per-barrel ANS Profit $4.77 (Gulf [line 22 • line 3b] +
Wen Coast [line 22* line 3b])

[Fran: North Slope Profits and Production Prospects, p 4J[
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As Table 1 indicates, in 1991 after all cofts, royalties and taxes were paid, 
North Slope owners earned an estimated profit of $4.77 per barrel on their Alaska 
production and pipeline operations. TAPS profits accounted for approximately 
i  1.13 per barrel, or 23.7 percent of this total.

Daily profits can be derived from Table 1 by multiplying the daily per-barrel 
estimated profits (line 23) by tlie average daily production (line 3a). At an average 
1991 daily production rate of 1.82 million barrels per day, after-tax net profits on 
Alaska operations totalled approximately $8.7 million per day. Of this amount, 
TAPS profits of $ 1.13 per barrel contributed approximately $2.0 million per day. 
Total ANS production and pipeline profits for 1991, estimated by multiplying the 
daily average by 365 days, were $3.17 billion.

Insofar as the profits from ANS production and pipelining are concerned, was 
1991 a typical year? As indicated above, profitability of Norti' Slope operations is 
not tabulated in any form tliat will answer thatquestioo. ANS production and 
pipeline profits for the years 1977 through 1987 were estimated in a 1989 
accountancy study commissioned by the Alaska Department of Revenue. That report 
was prepared by Dr. Edward Deakin, Price-Waterhouse Professor erf Petroleum 
Accounting at the University of Texas. The per-barrel profits model was tested 
against Deakin's results for 1987 and the results tracked quite closely, producing a 
nearly identical division of the economic rents, i1 To fill the gap between 1988 and 
the present, a amplified version of the model in Table 1 was created for the years 
1988-90 and 1992.12 The results of this exercise are shown, with the Deakin's 
1977-87 figures and the 1991 estimate, in Tables 2 and 3 on the following pages.

From these data, it is clear that the 1991 results were not unusual. As Table 3 
indicates, estimated ANS production and pipeline profits for the seven-year period 
between 1986 and 1992 averaged approximately $3.7 billion in 1993 dollars.

When the 1977-87 profits estimates from the earlier study are summed with the 
1988-92 profits estimated in this report, the North Slope producers have earned a 
cumulative after-tax profit of approximately $58.6 billion (nominal) from their Alaska 
production and pipeline operations since 1977. Of this sum, $42,3 billion is from 
production and $163 billion is from pipeline operations.

Expressed in inflation-adjusted (1993) dollars, estimated North Slope 
production and pipelining profits exceed $85 billion.



- •—rr-.-ivpc-.-v';l\rrrrr .,v' r"-".) -v \ua-- • ■ - . iii w m m a m m m

P a g e  6  ( rev . H/1HJ93)

|  Table 2,
1 Estimated Alarka North Stow; Production and Pineline Profits

1
(Nominal $)

|  (1) (2) (3) (4)

1 Year North Slope Producficn '/'APS Profits North Slope Production
&  Feeder Line Profits & Pipeline Profits

(Nominal $)

j 1977 $260,000,000.00 $0.00 $260,000,000.00
1978 $639,000,000.00 $570,000,000.00 $1409,000,000.00

\  1979 $3,030,000,000.00 $1,019,000,000.00 $4,048,000,000.00
! 1980 $3,212,000,000.00 $949,000,000.00 $4,161,000,000.00
1 1981 $3,443,000,000.00 $ 1.046,000,^00.00 $4,490,000,000.00

1982 $3,483,000,000.00 $1450,000,080.00 $4,733,000,000.00
1983 $4,026,000,000.00 $1,457,000,000.00 $5,483,000,000.00
1984 $4,313,000,000.00 $1,686,000,000.00 $5,999,000,000.00
1985 $3,468,000,000.00 $1,386,000,000.00 $4,854,000,000.00
1986 $1,250,000,000.00 $1,768,000,000.00 $3,018,000,000.00
1987 $1,989,000,000.00 $1426.000,000.00 $3415.000,000.00

■i 1988 $1,806,922,980.00 $877478,080.00 $2,684401,060.00
P 1989 $2491,784420.00 $811421,680.00 $3,403.006400.00
'I 1990 $3,966,079,950.00 $790458,650.00 $4,756,638,600.00 ©
1 1991 $2,420,126,800.00 $751403,100.00 $3,171,429,900.00
1 1992 $2457,119,971.00 $709.052449.00 $3.066,172420.00
| 1993

Totals: $42455,034421.00 $16496,413,859.00 $58451.448.080.00
(or) (or) (or)

$42.3 billion nominal $ $16.3 billion nominal $ $58.6 billion nominal $

Notts

(2) 1977-87 profits from: Edward B. Deakin, Oil Industry Profitability in Alaska 1969
thru 1987 (Alaska Dept, of Revenue, March 15,1989, Table HI-1,111-3);
1988-92 profits calculated by the author from published sources..

(3) 1977-87 profits from: Edward B. Deakin, Oil Industry Profitability in Alaska 1969
thru 1987 (Alaska Dept, of Revenue, March 15,1989, Table IV-3); 1988-92
profits calculated by the author from published sources.

(4) = (Col. 2) + (Col. 3)

/J fr'X 
©
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^  Table 3.
Estimated Alaska North Slope Froductlon and Pipeltpe-Erpfiis

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

Yr Inflation Index N. Slope Production N. Slope Production
Rate Factor &  Pipeline Profits <fe Ppeline Profits

(Nominal $) (1993$)

1977 6 5% 2.4636 $260,000,000.00 = $640333,059.05
1978 7.6% 2.3132 $1309,000,000.00 = $2,796,693,638.12
1979 113% 2.1498 $4,048,000,000.00 S= $8,702355,990.47
1980 133% 1.93 i6 $4,161,000,000.00 = $8,037375,842.70
1981 10.3% 1.7018 $4,490,000,000.00 — $7,641301339.06
1982 63% 13429 $4,733,000,000.00 $7302379,412.79
1983 33% 1.4528 $5,483,000,000.00 $7,965,875,47530
1984 4.3% 1.4078 $5,999,000,000.00 = $8,445387367.71
1985 3.6% 1.3497 $4,854,000,000.00 $6351,655302.82
1986 1.9% 1.3028 $3,018,000,000.00 $3,931374342.87
1987 3.6% 1.2785 $3315,000,000.00 $4,11033431639
1988 4.1% 1.2341 $2,684301,060.00 = $3,312,62735632
1989 4.8% 1.1855 $3,403,006300.00 $4,034312,887.15
1990 5.4% 1.1312 $4,756,638,600.00 = $5,380,785,880.80
1991 43% 1.0733 $3,171,429,900.00 = $3,403,768,854.47
1992 3.0% 1.0300 $3,066,172320.00 = $3,158,157,489.60
1993 — 1.0000

Total Profits (ANS Production
and Pipelines): $58 J 5 1,448,080.00 = $85.415,819355.91

(or) (or)
$58.6 billion nominal $ = $85.4 billion 1993$

N o t e s

(2) Consumer Price Index (CPI-U); annual % change from previous annua) U.S. city 
average, all items ( U.S. Department of Labor, CPI Detailed Report: Data for January 
1993, p. SO).

(3) =  (Subsequent year index factor) * (current year inflation)

(4) 1977-87 profits from: Edward B. Deakin, Oil Industry Profitability in Alaska 1969 
thru 1987 (Alaska Dept, of Revenue, March 15,1989, Appendix E); 1988-92 
profits calculated by the author from published sources.

(5) = (Col. 3) *  (Col. 4)
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D I S C U S S I O N

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

p u r c h a s e d  a t  a  c o s t  o f  a p p r o x i m a t e l y  f o u r  p e r c e n t  o f  o n e  y e a r ’ s  a f t e r - t a x  p r o f i t s .  

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

d a y s '  p r o f i t s .  P u t  o t h e r w i s e :  S p r e a d  a c r o s s  t h e  6 . 8  b i l l i o n  b a r r e l s  f o r e c a s t e d  N o r t h  

S l o p e  p r o d u c t i o n  b e t w e e n  n o w  a n d  2 0 1 0 , 1 3  t h e  c o m b i n e d  e x p e n d i t u r e  f o r  t h e s e  

e n v i r o n m e n t a l  a m e n i t i e s  w o u l d  c o m e  t o  l e s s  t h a n  $ 0 . 0 2 2 5  ( 2 - 1 / 4  c e n t s )  p e r  b a r r e l .

H o w  b i g  i s  t h e  1 9 8 6 - 9 3  a v e r a g e  a n n u a l  A N S  p r o d u c t i o n  a n d  p i p e l i n i n g  p r o f i t  

o f  $ 3 . 7  b i l l i o n ,  a n y w a y ?  T o  a n s w e r  t h a t  q u e s t i o n ,  i t  w i l l  b e  u s e f u l  t o  l o o k  a t  t h e  

a n n u a l  " F o r t u n e  5 0 0 "  r a n k i n g  o f  t h e  n a t i o n ' s  l a r g e s t  i n d u s t r i a l  c o r p o r a t i o n s .  I f  A N S  

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

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

c o m p a n y  o n  t h e  F o r t u n e  5 0 0  i n  1 9 9 1  a n d  w o u l d  h a v e  r a n k e d  f o u r t h  i n  1 9 9 2 . 1 4

W h a t  a b o u t  t h e  t h e s i s  o f  A l y e s k a ' s  H e r r a i l l e r ' s  t h a t  t h e  p i p e l i n e  o p e r a t o r  m u s t  

c u t  c o s t s  i n  o r d e r  t o  " k e e p  t h e  p i p e l i n e  a  v i a b l e  e c o n o m i c  e n t e r p r i s e "  b e c a u s e  

p r o d u c t i o n  i s  d e c l i n i n g ?  F i r s t  o f  a l l ,  s i n c e  t h e  T A P S  l i n e  i s  w h o l l y  o w n e d  b y  t h e  

N o r t h  S l o p e  p r o d u c e r s ,  i t s  s o l e  f u n c t i o n  i s  t o  t r a n s p o r t  A N S  a n d  t h e r e  i s  n o  

a l t e r n a t i v e  m e a n s  o f  t r a n s p o r t ,  i t  i s  f a t u o u s  t o  c o n s i d e r  T A P S  o n  a  s t a n d - a l o n e  b a s i s .  

T h e  p i p e l i n e  i s  a n  i n t e g r a l  p a r t  o f  N o r t h  S l o p e  o p e r a t i o n s . * 5  H e r m i l l e r ' s  w a r n i n g ,  

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

s h o w n  i n  t h e  p r e v i o u s  t a b l e s .  T o  e x a m i n e  H e r m i l l e r ’ s  a r g u m e n t ,  A N S  o p e r a t i o n s  f o r  

t h e  y e a r  2 0 0 0  c a n  b e  a n a l y z e d  i n  t e r m s  o f  T a b l e  1 ,  u s i n g  d i e  A l a s k a  D e p a r t m e n t  o f  

R e v e n u e ' s  f o r e c a s t  a s s u m p t i o n s  f o r  p r i c e  a n d  v o l u m e .  t < *  T h e  r e s u l t s  a r e  s u m m a r i z e d  

i n  T a b l e  4 .

T a b l e  4 ,  E s t i m a t e d  A N S  P r o d u c t i o n  a n d  P r o f i t s  i n  2 Q 0 Q  A.D,
(1992 $ per barrel)

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

F o r e c a s t  P r i c e

F o r e c a s t  T A P S ,  F e e d e r  L i n e  T a r i f f s  

F o r e c a s t  T a n k e r  C o s t s

S t a t e  R o y a l t i e s ,  P r o d u c t i o n  &  P r o p e r t y  T a x e s  

P r o d u c t i o n  C o s t s  '

S t a t e ,  F e d e r a l  I n c o m e  T a x

$19.54
( $ 2 . 8 0 )

( $ 1 . 4 4 )

($3.87)
( $ 4 . 4 5 )

I n d u s t r y  P r o d u c t i o n  P r o f i t  

I n d u s t r y  T A P S ,  F e e d e r  L i n e  P r o f i t

$ 4 . 6 2

$QJ±
T o t a l  I n d u s t r y  P r o f i t  p e r - b a r r e l $5.34

Source: North Slope Profits and Production Prospects, p. 72 (using Alaska Dept, of Revenue 
Spring 1992 forecast assumptions for state fiscal year 2000).

I n  t h e  y e a r  2 0 0 0 ,  a d d i t i o n a l  c o s t s  o f  $ 0 . 0 2 2 5  ( 2 - 1 / 4  c e n t s )  p e r  b a r r e l  f o r  h a r d - p i p i n g  

a n d  t r a c t o r  t u g s  w o u l d  h a v e  a  n e g l i g i b l e  e f f e c t  o n  p r o f i t s .  B e c a u s e  t h e s e  c o s t s  a r e  

e f f e c t i v e l y  s h a r e d  w i t h  s t a t e  a n d  f e d e r a l  g o v e r n m e n t s ,  t h e  l o s s  t o  t h e  p r o d u c e r s  w o u l d
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a m o u n t  t o  a p p r o x i m a t e l y  o n e  c e n t  p e r  b a r r e l ,  c o m p a r e d  t o  e s t i m a t e d  t a x - p a i d  N o r t h  

S l o p e  p r o d u c t i o n  a n d  p i p e l i n e  p r o f i t s  o f  $ 5 . 3 4  p e r  b a r r e l .  O v e r  t h e  c o u r s e  o f  t h a t  

y e a r ,  t h o s e  e x p e n d i t u r e s  w o u l d  r e s u l t  i n  a  r e d u c t i o n  o f  l e s s  t h a n  $ 4  m i l l i o n  t o  

e s t i m a t e d  n e t  p r o f i t s  t o t a l l i n g  $ 1 . 9  b i l l i o n .  I n  m a k i n g  l o n g - t e r m  p r o d u c t i o n  

d e c i s i o n s ,  a  t w o  l o  t h r e e  c e n t  p e r - b a r r e l  c h a n g e  i n  c o s t s  i s  a p t  t o  b e  l o s t  i n  t h e  n o i s e  o f  

t h e  m u c h  l a r g e r  u n c e r t a i n t y  a b o u t  p r i c e s .  L o n g - r a n g e  p l a n n i n g  f o r e c a s t s  o f t e n  

c o n s i d e r  p r i c e  c h a n g e s  i n  $ 5 - p e r - b a r r e l  i n c r e m e n t s .  F i n a l l y ,  t h e s e  d a t a  i n d i c a t e  t h a t  

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

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

1 9 9 1 .

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

m a k e  m J i i l  i n t e r n a l  r a t e  o f  r e t u r n  c a l c u l a t i o n s .  H o w e v e r ,  i t  i s  i n t e r e s t i n g  t o  n o t e  t h a t  

D e a k i n ’ s  a c c o u n t a n c y  s t u d y  e s t i m a t e d  t h e  i n t e r n a l  r a t e  o f  r e t u r n  t h r o u g h  1 9 8 7  a t  

4 3 . 7 %  i f  7 5  p e r c e n t  o f  t h e  t o t a l  i n v e s t m e n t  w e r e  f i n a n c e d  w i t h  d e b t .  A s u r a i n g  1 0 0 %  

e q u i t y  f i n a n c i n g ,  D e a k i n  e s t i m a t e d  a n  a f t e r - t a x  r a t e  o f  r e t u r n  o n  c a s h  f l o w  o f  

2 9 . 7 % .  1 7  T h e s e  d a t a  i n d i c a t e  t h a t  H e r m i l l e r ’ s  t h e s i s ,  a l t h o u g h  l o g i c a l l y  c o r r e c t ,  i s  

p r a c t i c a l l y  u s e l e s s .  D u e  t o  t l i e  e x t r a o r d i n a r y  p r o f i t  f r o m  A N S  o p e r a t i o n s ,  t h e  

e n v i r o n m e n t a l  c o s t s  a g a i n s t  w h i c h  A l y e s k a  o f f i c i a l s  h a b i t u a l l y  r a i l  a r e  v i r t u a l l y  

i r r e l e v a n t  t o  l o n g - t e r m  p l a n n i n g .

M a n y  p i e c e s  o f  t h e  o i l  m a r k e t  p r i c e  p u z z l e  a r e  n o t  r e p o r t e d  p u b l i c l y .  E v e n  t h o s e  

t h a t  a r e  p u b l i s h e d  a r e  o f t e n  s u b j e c t  t o  d i s p u t e .  T h e s e  r e s u l t s  s h o u l d  t h e r e f o r e  b e  

r e g a r d e d  a s  e s t i m a t e s  r a t h e r  t h a n  p r e c i s e  s t a t e m e n t s  o f  N o r t h  S l o p e  p r o f i t s .  A f t e r  

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

i n f o r m a t i o n ,  h i s  e s t i m a t e  m i g h t  r a n g e  d o w n w a r d  b y  4 %  o r  u p w a r d  b y  1 0 % . 1 8  

S i m i l a r  r e v i s i o n s  t o  t h e  1 9 8  j - 9 2  n u m b e r s  a r e  p o s s i b l e ,  a l t h o u g h  u p w a r d  r e v i s i o n  i n  

i n d u s t r y  p r o f i t s  s e e m s  m u c h  m o r e  l i k e l y  t h a n  d o w n w a r d .  I n  s u m ,  w h i l e  t h e  N o r t h  

S l o p e  p r o d u c e r ' s  h a v e  c o n s i s t e n t l y  d e c l i n e d  t o  m a k e  p r o f i t  f i g u r e s  p u b l i c ,  i t  i s  

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

c o n s e r v a t i v e .

T n i s  a n a l y s i s  c o n s i d e r s  o n l y  t h e  p r o f i t s  e a r n e d ,  f r o m  N o r t h  S l o p e  p r o d u c t i o n ,  

f e e d e r  l i n e  s h i p m e n t s  t o  P r u d h o e  B a y  a n d  T A P S  s h i p m e n t s  t o  V a l d e z .  T h e s e  f i g u r e s  

d o  n o t  i n c l u d e  t h e  p r o f i t s  N o r t h  S l o p e  p r o d u c e r s  d e r i v e  f r o m  t r a n s p o r t a t i o n  f r o m  

V a l d e z  t o  t l i e  L o w e r  4 8 ,  o r  f r o m  r e f i n i n g  a n d  m a r k e t i n g  o f  A N S .  O n e  r e a s o n  f o r  

e x c l u d i n g  t h e s e  d o w n s t r e a m  p r o f i t  s o u r c e s  i s  t h a t  e v e n  w i t h o u t  A N S ,  t h e  p r o d u c e r s  

a r g u a b l y  c o u l d  r e a l i z e  s i m i l a r  p r o f i t s  u s i n g  n o n - A N S  c r u d e  o i l  s o u r c e s  t o  r u n  

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

T w o  o t h e r  v a l u e s  o f  A N S  h a v e  b e e n  i d e n t i f i e d .  O n e  i s  t h e  v a l u e  o f  a  s t a b l e  

s u p p l y  o f  c r u d e  o i l  t h a t  N o r t h  S l o p e  d e v e l o p m e n t  p r o v i d e s  t h e  o w n e r  c o m p a n i e s .  

W i t h o u t  A N S ,  t h e  c o m p a n i e s  w o u l d  h a v e  t o  r e l y  f o r  t h e i r  o i l  s u p p l y  o n  t h e  s h i f t i n g  

s o u r c e s  o f  t h e  o p e n  m a r k e t .  O w n e r s h i p  o f  A N S  p r o d u c t i o n  e n a b l e s  t h e  m a j o r  N o r t h  

S l o p e  p r o d u c e r s  t o  p l a n  a n d  d e s i g n  t h e i r  r e f i n e r i e s  w i t h  a n  a s s u r e d  s u p p l y .  

Q u a n t i f i c a t i o n  o f  t h i s  a d v a n t a g e ,  h o w e v e r ,  w o u l d  r e q u i r e  t h e  i n t r o d u c t i o n  o f  

a s s u m p t i o n s  w h o s e  b a s e s  w o u l d  b e  d i f f i c u l t  t o  v a l i d a t e .

T h e  s e c o n d  a d d i t i o n a l  b e n e f i t  o f  N o r t h  S l o p e  o p e r a t i o n s  r e s i d e s  i n  t h e  c o l l e c t i o n  

b y  T A P S  o w n e r s ,  t h r o u g h  t h e  T A P S  t a r i f f ,  o f  f u n d s  f o r  t h e  e v e n t u a l  d i s m a n t l i n g  a n d  

r e m o v a l  a n d  r e s t o r a t i o n  ( D R & R )  o f  t h e  8 0 0 - m i l e  p i p e l i n e  c o r r i d o r .  T h i s  i s  t h e  i t e m  

c i t e d  b y  A l y e s k a ’ s  W i l l i a m s  a s  t h e  k i n d  o f  e n v i r o n m e n t a l  c o s t  t h a t  c o u l d  c a u s e



A l a s k a ' s  g o l d e n  g o o s e  t o  c a c k l e  i t s  l a s t .  I n  f a c t }  D R & R  h a s  t u r n e d  i n t o  a  h i d d e n  o r  

o f f - b o o k  c a s h  c o w  f o r  t h e  N o r t h  S l o p e  p r o d u c e r s  o f  u n c e l e b r a t e d  b u t  a s t o n i s h i n g  

p r o p o r t i o n s .  I n s t e a d  o f  r e q u i r i n g  t h a t  t h e  f u n d s  c o l l e c t e d  a g a i n s t  t h i s  v a g u e  l e g a l  

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

t h e i r  a v a i l a b i l i t y  f o r  f u t u r e  u s e ,  d i e  1 9 8 5  T A P S  t a r i f f  s e t t l e m e n t 1 9  a l l o w s  t h e  T A P S  

o w n e r s  t o  c o - m i n g l e  t h i s  m o n e y  w i t h  i n t e r n a l  a c c o u n t s ,  r e - i n v e s t  i t  f o r  p r o f i t  o r  

d i s t r i b u t e  i t  t o  s h a r e h o l d e r s .  A c c o r d i n g  t o  t h e  t e r m s  o f  t h e  1 9 8 5  s e t t l e m e n t ,  d i e  

m o n e y  c o l l e c t e d  f o r  D R & R  w a s  s u p p o s e d  t o  e q u a l  t h e  a m o u n t  r e q u i r e d  t o  r e s t o r e  t h e  

p i p e l i n e  c o r r i d o r  t o  i t s  p r e v i o u s  c o n d i t i o n .  D u e  t o  c h a n g e s  i n  c a l c u l a t i n g  f a c t o r s  s u c h  

a s  i n f l a t i o n ,  t a x  r a t e s  a n d  e s t i m a t e d  c o r p o r a t e  e a r n i n g s  o n  i n t e r n a l l y - h e l d  f u n d s  o v e r  

t h e  3 5 - y e a r  e s t i m a t e d  l i f e  o f  t h e  p i p e l i n e ,  i t  h a s  b e e n  e s t i m a t e d  t h a t  i f  d i s m a n t l i n g  

a c t u a l l y  t a k e s  p l a c e  i n  t h e  s e c o n d  d e c a d e  o f  t h e  n e x t  c e n t u r y ,  T A P S  D R & R  

c o l l e c t i o n s  w i l l  e x c e e d  r e q u i r e m e n t s  b y  $ 1 1 . 7  t o  $ 2 2 . 1  b i l l i o n  i n  1 9 9 2  d o l l a r s . 2 0  

T h i s  p r o j e c t e d  g a i n  t o  d i e  T A P S  o w n e r s  f r o m  T A P S  D R & R  i s  i n  e x c e s s  o f — o v e r  

a n d  a b o v e  —  t h e  a n n u a l  a f t e r - t a x  p r o f i t s  c a l c u l a t e d  i n  t h i s  r e p o r t  M a n y  i n d u s t r y  

o b s e r v e r s  b e l i e v e  t h e  p i p e l i n e  w i l l  b e  i n  o p e r a t i o n  f o r  a  m u c h  l o n g e r  p e r i o d ,  f u r t h e r  

i n c r e a s i n g  t h e  v a l u e  o f  t h e  p r e c o l l e c t e d  D R & R  p a y m e n t s  t o  t h e  o w n e r  c o m p a n i e s .

O n e  o f  t h e  s u r p r i s i n g  f a c e t s  o f  N o r t h  S l o p e  e c o n o m i c s  i s  t h a t  i t s  e x t r a o r d i n a r y  

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

M a y  1 9 9 3 ,  t h e  A n c h o r a g e  D a i l y  N e w s  e x p l a i n e d  A R C O ' s  p r e s e n c e  a n d  p r o s p e c t s  i n  

A l a s k a  t h i s  w a y :

A R C O  i s  h e r e ,  [ C E O  L o d w r i c k ]  C o o k  a n d  a n a l y s t s  s a i d ,  b e c a u s e  

i t  h a s  t o  b e :  b e c a u s e  i t  u n d e r s t a n d s  A l a s k a  a n d  A l a s k a n s ,  b e c a u s e  i t  

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

r e f i n i n g  a n d  r e t a i l i n g  s y s t e m  i s  g e a r e d  f o r  N o r t h  S l o p e  c r u d e . 2 1

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

w h i c h  a r e  r o u g h l y  t w i c e  t h a t  o f  t h e  c o m p a n y ' s  " e n o r m o u s l y  p r o f i t a b l e  r e f i n i n g  a n d  

r e t a i l i n g  s y s t e m .

C O N C L U S I O N S

A l a s k a  i s  t h e  f r e q u e n t  s c e n e  o f  i n t e n s e  d e b a t e s  i n  w h i c h  e n v i r o n m e n t a l  a n d  

e c o n o m i c  v a l u e s  a r e  p i t t e d  a g a i n s t  e a c h  o t h e r .  I n  t h o s e  d e b a t e s ,  c r u c i a l  f a c t s  a b o u t  

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

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

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

h o r n s  o f  t h e  e n v i r o n m e n t  v .  d e v e l o p m e n t  d i l e m m a .  E v e n  d e v e l o p m e n t  s p o k e s m e n  

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

A  s t r a i g h t - f o r w a r d  a p p r o a c h  t o  N o r t h  S l o p e  p r o f i t a b i l i t y  c u t s  t h r o u g h  r h e t o r i c  t o  

p r o d u c e  e s t i m a t e s  o f  t h e  e x t r a o r d i n a r y  p e r - b a r r e l  n e t  p r o f i t a b i l i t y  o f  A l a s k a ’ s  N o r t h  

S l o p e  o p e r a t i o n .  T h e s e  d a t a  i n d i c a t e  t h a t  t h e  N o r t h  S l o p e  p r o d u c e r s  h a v e  a m p l e  

r o o m  t o  m a k e  a d d i t i o n a l  e n v i r o n m e n t a l  e x p e n d i t u r e s ,  i f  w a r r a n t e d ,  d e s p i t e  p u b l i c  

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

D e c i s i o n s  i n v o l v i n g  e n e r g y  a n d  t h e  e n v i r o n m e n t  i n e v i t a b l y  i n v o l v e  a  b a l a n c i n g  

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

S e r v i c e  C o .  o f f i c i a l s  o n  A l a s k a  N o r t h  S l o p e  e c o n o m i c s ,  i t  i s  t o  b e  h o p e d  t h a t  

i n d u s t r y ’ s  e n v i r o n m e n t a l  a s s e s s m e n t s  a r e  b e t t e r  t i t a n  i t s  p u b l i c  e c o n o m i c  a n a l y s e s .
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N O T E S  ,

1. Seven major oil companies own Ihe 800-mile TAPS pipeline, which transports Alaska North 
Slope crude oil from Prudhoe Bay to Valdez, where the oil is loaded on tankers for the Lower 48 
states. Three companies —  ARCO. BP and Exxon —  own approximately 91.5% o f TAPS and 
93% of ANS production (the latter figure is net of royalty). For specific field and TAPS owner ship 
percentages, see British Petroleum. Prudhoe Bhv and Beyond [7th Edition; n.d.], p. 2.

2. Damage from the Exxon Valdez spill is the subject o f debates among oil spill specialists. See, 
for example, "Information on VRldez Oil Spill —  Scientific Studies Sponsored by Exxon" (Exxon 
press packet summarizing materials pre&eoted at the Symposium on Environmental Toxicology and 
Risk Assesment, sponsored by the American Society for Testing And Materials), April 26-29,1993 
and "NOAA Respoore to Exxon Challenge to Exxon Valdez Natural Resource Damage Assessment 
Database’ (National Oceanic and Atmospheric Administration), April 27,1993.

3. In 1971, British Petroleum's head of Environmental Studies promised "[f]or any oil spill. . . 
prompt and effective containment.. . .  .The best equipment, materials and expertise . , .  will make 
operations and Port Valdez and in Prince William Sound the safest in the world," In subsequent 
years industry officials frequently made similar promises. However, by 1989 Exxon had entrusted 
the newest and largest drip in its Akska fleet to a Captain who had been barred from driving in two 
states for drunk driving. The Captain, in turn, left the supertanker in control of an inexperienced and 
overworked Third Mate with a helmsman at the wheel v/ho was fcU by colleagues to be incapable of 
painting a wall without close supervision. When the spill occurred, the Valdez-based response barge, 
which was supposed to have been ready to go on immediate notice, was out of the water for repairs. 
Key response equipment, such as pumps and containment boom, were either unavailable or buried 
under several feet of snow. (For promises; Alyeska Pipeline Service Co., Hearing Testimony [at 
U.S. Department o f Interior hearings, Anchorage, February 1971), pp. 32-33. For spill and botched 
response, see: National Transportation Safety Board, Hearings May 1989 and Marine Accident

the U-S- Taakship-EXXQN.yALPEZ pp.BJigh .ReaLErimg .William. S o u n d ,  

near Valdez Alaska, March 24 1989. esp. Findings and Probable Cause, pp. 166-170 [Report No. 
NTSB/MAR-90/04] and Alaska Oil Spill Commission, Final Report [State o f Alaska, Feb. 1990], 
pp. 5-59.)

4 . See; Regional Citizens Advisory Council, Resolution 92-2, Sept 28,1992; and letter from J.B. 
Henniller, President, Alyeska Pipeline Service Co., to Scott Sterling, President, Regional Citizens 
Advisory Council, Nov. 16, 1992.

5. See: Analysis of Tanker Escort Services for San Fracisco Bav. July 1992 (prepared for Harbor 
Safety Committee of the San Francisco Bay Region by Robert Allan Ltd.); Fora/ARCO Tanker 
Escort Study (Puget Soud), Sept. 1991; Crowley Maritime Corporation, "Crowley Marine Services 
to Purchase Eight New 9,000 h.p. Tractor Tug6," Feb. 9, 1993 (press release).

6. M.F.G. Williams, "Economic Regulations and Development" (Conference on Energy Issues for 
the 1990s [Uaiversity of Alaska Anchorage School of Business and Organization of Petroleum 
Exporting Countries conference). Anchorage, July 23-24, 1992), p. 2. Mr. Williams omitted 
mention of the fact that TAPS owners have already collected a sizable fortune for this purpose 
through the liberal tsmis o f the 1985 TAPS tariff settlement (see "Discussion," below).

7. Anchorage Times. Jan. 12, 1992 (speech reprinted in its entirety by Alyeska Pipeline Service Co.]

8. For a more detailed discussion of the sources and factors employed in this spreadsheet, see the 
author's North Slope Profits and Production Prospects (report to the Alaska State Senate Finance 
Committee, Nov. 11,1992), pp. 30-41. Tue approach used in this analysis is similar to the model 
of per-barrel profitability laid out by Charles Logsdon, Ph. D., Alaska Dept, o f Revenue Chief 
Economist, in a July 1992 paper. ("Alaska’s Relationship with the Major Gil Producers,"
Conference on Energy Issues for the 1990s [University o f Alaska School of Business and OPEC; 
Anchorage, July 23-24, 1992], p. 6.) However, Dr. Logsdon’s table delineates production revenue 
and therefore omits pipeline profits.
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9. A 1984 study found the North Slope's three major producers paid an average of 23.25% in federal 
taxes from 1981 to 1983. In a 1988 update, ARCO sod BP were not reported hut Exxon paid 
approximately 23% from 1981 through 1987. (Robert S. McIntyre ad Robert Folen, Corporate 
InsQmeJiAes jp.feJReflggL Yeara. A.Siudy of  Hues Y rare .of Ugfl luc iTiaAvQid«ic€ [Citizens 
for Tax Justice, 1984], pp. 32-33,36; Robert S. McIntyre, Jobsthan M. Crystal and David C. 
Wilhelm, The Corporate Tax Comeback [Citizens for Tax Justice and the Institute on Taxation and 
Economic Policy, 1988], p. 43.

10. TAPS profits include both the after-tax margin and the recovery o f deferral return (lines 5* and 
5f, Table 1).

11. Edward B. Deakin, Oil Industry Profitability in Alaska. 1969 through 1987 (Alaska Dept, of 
Revenue, March 15, 1989). For a comparison of the results produced by the two models, see North 
Slope Profits and Production Prospects, p. 60.

12. The 1991 data in Table 1 were produced from separate calculations for each o f the five major 
North Slope producing fields, each of which has its own operating, capital and pipelining co6ts, as 
well as its own market value (based on the quality o f the oil produced). A simplified version of the 
model was developed, using estimating factors to produce average North Slope profit figures for 1988 
through 1990, and for 1992, Results from the 1992 field model closely matched those of the 
simplified version.

13. Alaska Department o f Revenue, Spring 1993 Revenue Source Book, mid-scenario simulated oil 
production, p. 47.

14. According to the Fortune 500, the five most profitable companies in the United States in 1991 
and 1992 (followed by their net after-tax income, in millions of dollars) were: 1992: (1) Phillip 
Morris. $4,939.0; (2) Exxon, $4,770.0; (3) General Electric, $4,725.0; (4) Merck, $1,984.2; (5) 
Bristol Meyers-Squibb, $1,962.0. 1991: (1) Exxon, $5,600.0; (2) F tillip  Morris, $3,006.0, (3)
(' ioeral Electric, $2,636.0; (4) Merck, $2,121.7; (5) Bristol Meyers-Squibb $2,056.0.

i 5, In fact, it is conceivable that TAPS profits, which are guaranteed in the tariff agreement, could 
enable the owners to continue producing profitably despite short-term production revenue losses due 
to relatively low oil prices. Whether Alyeska officials actually nusperceive TAPS as a stand-alone 
economic entity, as their public pronouncements indicate, is beyond the scope of this paper.

16. The price and production assumptions used in thi6 analysis, from the Alaska Department of 
Revenue's Spring 1992 forecast, are rather conservative. For example, that forecast assumed a 50% 
production decline at Kuparuk by the year 2000 with little or no replacement production from the 
West Sak reservoir. ARCO, which has the major interest in both fields, has indicated that Kuparuk 
will probably hold at i  rent levels through the end of the century, and that West Sak production 
may be brought on line when Kuparuk does slow down. (For a detailed look at the assumptions 
used and the results, see North Slope Profits and Production Prospects, pp. 69-79.)

17. Oil Industry Profitability in Alaska. 1969 through 1987. pp.T74-75.

18. Oil Industry Rrof itability in Alaska. l % 9.tt^ugfrJ9jL7. pp. 20, T58-T63.

19. 'Settlement Agreement between the State of Alaska and ARCO Pipe Line Co. fet td .l* June 
28. 1985, p. 14.

20. For the history of the DR&R provision in the TAPS settlement and an analysis o f its economic 
consequences, see the author's Hidden Billions: The TAPS DR&R Provision (report prepared for 
Stan Stephens, PO Box 1297, Valdez, Alaska, 99686, August 21, 1992).

21. Kim Fararo, "Stuck on Alaska: Arco's bet pays o ff for state, company." Anchorage Daily News 
(May 23, 1993), p. A -l.

©
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E s t e r , A l a s k a  9 9 7 2 5
Phone/Fax (907)479-7778 
Date: August 15. 1993

Date of Birth: September 9,1941 Sex: Male
PMQQ-QL&rth;. St. Louis, Missouri, USA Marital Status: Single
Nationality: U.S.A. £££_ 489-46-2462

Alaska Bus. License #: 118587

Present Position:
Freelance research and writing (October 1989 - present). Primary focus: 

Alaska North Slope oil and gas economics, production prospects and 
environmental policy.

Previous-Positions;
PojiCY^naivsL Office of Management and Budget, Office of the Governor 

of Alaska (1987-89L Duties: special advisor to the governor on oil and gas 
issues; member of state oil and gas litigation policy working group; member of 
state revenue forecasting group; special assignments.

Senior Analyst, Office of Management and Budget. Office of the 
Governor of Alaska (1983-1987). Duties: compilation of state revenue and 
budget totals, preparation and publication of annual report on same; special 
assignments.

Freelance investigative reporting and research (1976-1982).

Resources and Staff Investigative Reporter, Fairbanks_P_ailv_News- 
Miner (1975-19761-

Freelance investigative reporting (19

Assistant Professor of Political Science. University of Alaska(1969-7_11. 
Duties: Teaching undergraduate and graduate courses in government; setting 
up and leading Master’s in Public Administration Program at the University’s 
Juneau branch.

Academic Training: Beloit College, B.A., 1964; Claremont Graduate School,
M.A., 1967; Claremont Graduate School, Ph.D., 1970 (all degrees in 
government). Major areas of focus include Contemporary China and 
comparative politics, public administration. Doctoral dissertation on “Green 
Card” Labor and the 1968 California Grape Strike in the San Joaquin Valley; 
master’s essay on the sociological theory of collective behavior.

Academ ic Awards: National Defense Foreign Language Fellowship, 1966-67;
National Endowment for the Humanities Post-Doctoral Fellowship, 1971 
(declined); Danforth Fellowship for Economic Reporting, University of Missouri 
School of Journalism, 1976.



Fineberg /  Resume
8/18/93 (Page 2)

Print Journalism (partial list of publications):' Articles on a wide range of 
subjects ranging from the use of chemical and biological warfare in Southeast 
Asia to investigation of a U.S. Senator's mismanagement of the bank he 
previously headed have appeared in magazines such as Alaska. Alaska 
Business* LjihgpjntQ.n, The Nation. The New Republic. The. Progressive, 
Saturday Review / World and newspapers including The All-Alaska Weekly. 
Ihe-Apcharage.Paily .News, The Boston Globe. The ChicaQQ_Tribune. Ihe 
Miami.Herald, The St. Louis Post-Pisoatch and The Washington,s tar-

Print Journalism (awards): Amos Tuck Award for Excellence in Economic
Reporting ($5,000 first prize, 1979, for a series on the Northwest Energy Co.'s 
efforts to build a natural gas pipeline from Alaska’s North Slope to the Lower 
48); best weekly column, Alaska Press Club (1975, for coverage of construction 
of the trans-Alaska oil pipeline); best reporting (weekly) and second best 
reporting (daily), Alaska Press Club (1979, for reporting on workers' 
compensation problems).

Research Reports. Monographs:
“Cook Inlet Oil Platform Hiring Practices," Alaska State Legislature

(1980);
"Fatalities during Construction of the Trans-Alaska Pipeline,” Alaska 

Science Conference (1980);
“Workers' Compensation Problems in Alaska," Alaska State Legislature

(1981);
“Chaos in the Capitol: The Alaska StatG Budget System in Crisis," Alaska 

Public Interest Research Group (1982);
‘Oil and Gas Revenue Disputes: Status Report and Recommendations,” 

Alaska State Legislature (1990);
"The 1985 TAPS Tariff Settlement: A Case Study in the Effects of 

Confidentiality on Information Available to Decision Makers" (supplemental 
report to "Oil and Gas Revenue Disputes"), Alaska State Legislature (1990);

"Corexit 9580: Report and Recommendations," Alaska Department of 
Environmental Conservation Oil Spill Response Center (1990);

“North Slope Production Prospects, 1990-2010," Alaska State 
Legislature (1990);

“Worker Safety and the Dutch Harbor Fishery Boom,” Alaska State 
Department of Labor (1991);

‘Alyeska Pipeline Terminal Ballast Water Treatment and Northbound 
Shipments: Final Report," Prince William Sound Regional Citizens’ Advisory 
Council (1991);

"Hidden Billions: The TAPS DR&R Provision," under contract to Stan 
Stephens, Valdez, Alaska (1992);

"North Slope Profits and Production Prospects," Alaska State Legislature 
(1992);

"Alaska North slope Oil Profits and Proposed Environmental Mitigation 
Measures," for presentation to the N. Amer Conference, International 
Association for Energy Economics (1993).
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BQQk. Qtia&Qr?:
“Cambodia: The Struggle Continues," in Vietnam: What Kind of Peace? 

(Washington, D.C.: Indochina Resource Center, 1973);
“The Press in Alaska," in McBeath and Morehouse (eds.), Alaska State 

Government and Politics (Fairbanks, Alaska: University of Alaska Press, 1987).

Additional Experience in O il & Gas:

1. Legal and Accounting: In addition to extended field trips to assist the 
Alaska Department of Law and its consultants on disputes over payments to the 
state due from (or related to) North Slope oil production and income taxes, 
royalties and pipeline tariffs while working for the State of Alaska, I furthered my 
professional training in these areas by attending the following meetings or 
professional conferences of special note:

Oil Pipeline Ratemaking Workship, Executive Enterprises, Inc. (Houston, 
Texas, May 1985);

Short Course on the Fundamentals of Oil and Gas Law and Taxation , 
Southwestern Legal Foundation (Dallas, Texas, May 1988);

OPEC Meeting (observer for State of Alaska; Vienna, Austria, November
1988).

2. Environmental: In 19891 spent more than a month in Prince William 
Sound assisting the State Department of Environmental Conservation in the 
cleanup of the Exxon Valdez oil spill. In addition to frequent follow-up visits to 
Prince William Sound, I subsequently attended the following major conferences 
(partial list);

Arctic Marine Oil Pollution Conference (Calgary, Alberta, June 1989; 
and Vancouver, B.C., June 1991);

International Oil Spill Conference (Prevention, Behavior, Control, 
Cleanup), American Petroleum Institute, U.S. Coast Guard and U.S. 
Environmental Protection Agency (San Diego, California, March 1991;

Third American Society for Testing and Materials (ASTM) Symposium 
on Environmental Toxicology and Risk Assessment —  Exxon Valdez oil spill 
(Atlanta, Georgia, May 1993).

References: Available on Request.



/ Ny/ '  /— Conference Announcement and Call fo r Papers

International Association for Energy Economics 
15th Annual North Arrterican Conference
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Energy and the Environment
------------------ y f -------------------
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Energy/Environment Balance
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Command and control vs. marketable rights 
Structure of pollution markets 
M itigation  options

Energy Conservation Forecasting 
U tility  incentives 
Conservation lifecycle costs 
Energy system impacts

Electricity/Gas Markets & Regulation 
Transmission 
Retail competition 
Incentive regulation 
N on u tility  suppliers

Energy Development
Energy and economic growth 
Developing nations' energy strategies 
Privatization

Energy Taxes 
BTU tax impacts 
Carbon tax options 
Import fees _ .
State royalties and severance taxes 
Credits foTrenewables

P a c i f i c  R i m  E n e r g y  T r a d e

Emerging Energy Technologies 
Alternate fuel vehicles 
Distributed production 
Renewable technologies 
Electro-technologies

Energy Modeling and Forecasting 
Integrated energy planning 
industrial customer demands 
Full fuel cycle analysis

Energy Planning
Computer Technologies 

Use: friendly forecasts 
O il and gas trading 
Project analysis

Frontier Oil & Gas Development 
Alaska 
Canada 
International

West Coast Energy Issues
Pacific NW and California energy plans 
PADD V oil and gas

NAFTA and Energy Markets 
Mexican oil and gas exports 
Canadian gas exports 
U.S. energy exports and imports

Subm it abstracts o f less than 250 words by ]une 4, 1993 to: 
Sam Van Vactor and Bill Kemp 
Program Co-Chairmen 
IAEE North American Conference 
1101 Fourteenth St., NW, Suite 1100 
Washington, DC 20005-5601 
Fax (202) 371-1090
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Says:

It is the intent of the legislature and declared to be the 

public policy of the state that funds for the abatement of 

release of oil or a hazardous substance will always be

available. (§ 1 cl) 59 SLA 1986)



■ • •

Sec. 46.08.040. Purposes of the fund, (a) The commissioner may 
ure money from 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 neces­
sary action, such as monitoring and assessing, to address a release or 
threatened release of oil or a hazardous substance that, poses an immi­
nent and substantial threac to the public health or welfare, or to the 
environment;

(2) pay all costs incurred to • f
(A) establish and maintain the oil and hazardous. substance re­

sponse office; m "
(B) review oil discharge prevention and contingency plans submit­

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

order to .verify equipment' inventories and ability to prevent and re­
spond to oil and hazardous substance release emergencies, and to un­
dertake other activities intended to verify or establish the prepared­
ness 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; • ;f“ ■” \ ,

(3) pay the expenses incurred by the Alaska' division of emergency 
services for the oii and hazardous substance response corps and the oil 
and hazardous substance response depots-when presented with: appro­
priate- documentation by the division; •

(4) provide matching funds for participation in federal oil discharge 
cleanup activities and under 42 U.S.C. 9601 — 9657 (Comprehensive 
Environmental Response, Compensation, and Liability Act of 1980);

(5) recover, the cost to the state or to a municipality- of a 
containment and cleanup resulting from the release or the threatened 
release of. oil or a hazardous substance; •-
: (6) prepare, review; and revise" •* ' . • : •
(A) the state's master oil and hazardous substance discharge pre­

vention-and contingency plan-required, by AS 43.04.200; and.
(B) a regional master oii and hazardous substance discharge pre­

vention and contingency plan required by AS 46.04.210; and
(7.) restore the environment by addressing.the effects of an- oil or. 

hazardous, substance release. -:;: . • ■ ' * • • . : . r
(b) When the governor declares: a disaster related’to am oil or haz­

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

(c) Notwithstanding other provisions of this section,.money from 
the fund may not be used for a purpose specified in (a)(2)-(7) of this 
section unless funds are available from an appropriation made specifi­
cally for that purpose. . -s\'
.,(d).Upon a-request-from-the Alaska Legislative Council', the com­
missioner shall use money, from the fund to: reimburse, the Alaska 
Legislative Council'for expenditures that ic makes for the operation of 
the Citizens' Oversight Council on Oil and'Other Hazardous Sub­
stances; established under. AS 24.20.600. (§ 1 ch 59 SLA 1986; am-§ 3 
ch.90 SLA 1989; am § 2.ch 113 SLA. 1989;.am §§ 14, 15 ch 190 SLA 
1990; am § 28 ch 191 SLA 1990; am § 3 ch -199 SLA 1990) •“ .
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Prior to Fiscal Year 91 no permanent staff of DEC were charged directly to the Oil andd Hazardous Substance 
Release Response Fund (Response Fund). In FY90 and 91 DEC experienced large staff growth bringing 
existing programs to core level and adding additional staff associated with new legislation.
Beginning in FY 91 and continuing to present, general funding of tha Spiil Prevention and Response 
functions has been gradually eliminated. In addition, regional staff have been shifted from other projects 
to the Spiil Prevention and Response projects commensurate with the work load in the respective regions.

S T A F F IN G  - F I S C A L  Y E A R  8 9
x x' Vwm

FY 89 (est) FTEs Gen Resp Other
Fund Fund Funds

SPPM 19.5 758.5 0.0 220.2
Csites 24.8 1,213.8 0.0 1,457.1
Total 44.3 1,972.3 0.0 1,683.3

L E G IS L A T IO N  E N A C T E D  8 9  S E S S IO N
X  -vX :-<vXv.vXv.'. r'm tv.X-vX.

S L A 8 9  C h a p t e r  2 9 S B 2 5 6

Required Department of Law to seek cost recovery at the request of DEC.
Clarified Municipal reimbursements from Response Fund.

S L A  8 9  C h a p t e r  3 9  H B 6 8

Authorized DEC to use liens against property as security for State expenditures.

S L A  8 9  C h a p t e r  1 1 2  S B 2 6 0

Established nickel a barrel surcharge on regulated industry production.

S L A  8 9  C h a p t e r  9 0  S B 2 6 1

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

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

addressing the effects of a release or threatened release.

S L A  8 9  C h a p t e r  1 1 3 S B 2 6 4

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

Page 1



SLA 89 Chapter 41 3B271

C la rif ied c iv il p e n a lty fo r th e u n p e rm itte d d is ch a rg e o f oil and th e fa ilu re to im p lem en t an oil d is ch a rg e co n tin g e n c y plan. 

S T A F F IN G  - F IS C A L  Y E A R  9 0

FY 90 (est) FTEs Gen Resp O the r

Fund Fund Funds

SPPM 25.0 1,013.3 0.0 235.6

C s ite s 36 .3 876.4 0.0 1.863.5

To ta l 61 .3 1,889.7 0.0 2,099.1

A na ly s is o f S ta ffin g C han ge from  FY 89 to FY 90

T h e FY90 o p e ra tin g b u d g e t req ue s t in c lud ed a s tru c tu ra l change from  m u ltip le 

c om p o n e n ts fo r in d iv id u a l p ro g ram s such as A ir, O il, W a te r to  the la rge s ing le com po n e n t 
E n v iro nm en ta l Q u a lity ( EQ) P ro je c ts . The SFPM and Cs ites p ro je c ts w e re in c lu d e d in

th e EQ P ro je c ts com po n e n t.

S ta ff in c re ased in th e SPPM pro jec tv in FY 90 due to DEC im p lem en ta tio n 

o f a m u lti yea r p la n to  in c rease s ta ffin g to co re leve l ne ce ssa ry to m ee t s ta tu to ry , 

re g u la to ry and le g is la tiv e in te n t requ irem en ts . P rio r to  these increases, DEC 

w a s no t m ee tin g th o se requ irem en ts . The FY 90 in c rem e n t es tab lished a sma ll 

c a p a c ity  fo r sp ill re sp on se and seasona l po s itio n s to  in spe c t ta nke rs and 

fa c ilit ie s fo r com p lia n c e w ith co n tin g e n c y p lan req u irem en ts .

C o n tam in a te d S ites s ta ff in c re ased in FY 90 du e to in c lu s io n o f Kenai 

c le a n u p p ro je c t s ta ff p re v io u s ly fu nded as non pe rm ane n t o r in the CIP budge t 

in th e op e ra tin g b u d g e t reques t. These s ta ff id e n tify and c le a n up ex is ting con tam in a te d 

s ite s on th e Kena i P en insu la w h ic h pose a th re a t to  p u b lic hea lth .

: L E G l S U ^ f l p N  E N A C T E D  9 0  S E S S IO N  

S L A 9 0  C h a p t e r  1 4 1  H B 3 1 5

C a te g o r ize d en v iro nm en ta l c r im e s and de te rm in e d a p p ro p r ia te leve l o f c rim ina l behav io r fo r each .

S L A 9 0  C h a p t e r  1 4 2  H B 3 1 6

E s ta b lis hed th e leve l o f c r im in a l dam age s to be assessed in fine s aga in s t o rg an iza tio n s fo r dam age s caused by 

en v iro nm e n ta l c rim es .

S L A 9 0  C h a p t e r  1 9 0  H B 5 6 6

A dd ed in c id e n t com m an d sys tem  req u irem en t to S ta te and Reg iona l P lans.

R equ ired DEC to use the S ta te p lan to de s ig n a te de p o t and re spon se c o rp s lo ca tio n s .

R equ ired DEC to  su bm it the S ta te m as te r and Reg iona l p lans and rev is ion s to the S ta te Em e rg en cy 

R espon se C om m is s io n fo r rev iew and app ro va l.
P age 2



Transferred responsibility to establish depots and corps to Division of Emergency Services. 

Expanded uses of Response Fund to Include DES reimbursement for depots and corps. 
Established State Emergency Response Commission (SERC).
Established Local Emergrency Planning Committees(LEPCs).
Established Hazardous Substance Spill Technology Review Council (HSSTRC).

^  S L A 9 0  C h a p t e r  1 9 1  H B 5 6 7

Required industry contingency plans to include prevention measures.
Added certification requirement for approved contingency plans.
Clarified proof of financial responsibility and limits liability for tank vessel or oil 

barge operations.
Clarified DEC inspections of regulated industries.
Established DEC participation in structural integrity of vessels, barges, pipelines and facilities. 

Expanded uses of Response Fund to include:

Review of oil discharge prevention and contingency plans 

Conduct training, response exercises, inspections and tests 
to verifiy inventories and ability of state, municipality or parties 
required to have an approved contingency plan 

Verification of financial responsibility

S L A 9 0  C h a p t e r  1 9 9  H B 5 7 8

Established Citizen's Oversight Council
Expanded uses of Response Fund to include Oversight Council costs.

STAFFING - FISCAL YEAR 91

FY 91 (est) FTEs Gen Resp Other

Fund Fund. Funds

SPPM 72.0 1,860.1 3,203.6 0.0
SRO 14.0 0.0 2,703.5 0.0
Csites 41.0 457.8 715.1 1,804.3

Stg Tank Program 11.0 6,009.2 0.0 0.0
Total 133.0 8,327.1 6,622.2 1,804.3

Analysis of Staffing Change from FY 90 to FY 91

FY 91 was the final year of increments to bring the Spill Prevention and Response 

projects to core level funding. An increment was requested and approved for 

both the SPPM and Contaminated Sites projects.

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

separate projects.
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Funding was requested and approved for the Environmental Investigation and Enforcement 
unit. This unit is responsible for the specialized investigatory and legal resources 
associated with determination of responsible parties for a release or a 
contaminated site.

Fiscal notes were attached to HB 566 and HB 567 increasing staffing an additional 22 FfEs 
to provide resources io perform the additional work necessary to meet the statutory 
obligations enacted in HB 566 and HB 567.

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

• ■'''1 v ' ■ “' : * •  • • ••• ••. .* *• •;
L E G IS L A T IO N  E N A C T E D  9 1  S E S S IO N  , ; ,

.............. •.................... V. -   •.........  • ■■....................   • ■ ........

S L A 9 1  C h a p t e r  4 8  S B 1 6 5

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

S L A 9 1  C h a p t e r  8 3  S B 2 5

Expanded uses of Response Fund to municipal grants.

S L A 9 1  C h a p t e r  3 1 H B 1 9 4  .

Required the Board of Marine Pilots to cooperate with DEC in the review and approval of training programs 
for pilots of tanker vessels.

S L A 9 1  C h a p t e r  9 2 H B 1 9 6

Required the Citizen's Oversight Council to submit a report on whether State laws for response action 
contractor civil liability and vessel contingency plan requirements should be amended.

S L A 9 1  C h a p t e r  0 9 S B 2 6 3

Provided a one-year delay to June 1,1992 for compliance of non crude oil operations with the 
financial responsibilities in AS 46.04.040.

Authorized DEC to issue interim approval for contingency plan amendments that substantially comply 
with the requirements of Chapter 191, SLA90.

STAFFING - FISCAL YEAR 92
FY 92 (est) FTEs Gen Resp Other

Fund Fund Funds

Director 6.0 248.7 182.1 0.0
SPPM 69.0 981.8 4,661.5 77.0
SRO 14.0 0.0 1,107.5 0.0
Csites 40.0 414.8 1,182.4 1,949.4
Stg Tank Program 9.0 0.0 0.0 6,700.0
Total 138.0 1,645.3 7,133.5 3,726.4
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Ana ly s is o f S ta ffin g C hange from  FY 91 to FY 92

FY 92 b u d g e t s tru c tu re  re co gn iz e d th e c rea tio n o f the D iv is io n o f Spill P re ven tio n 

and R esponse . T he D ire c to r 's O ffice and S to ra ge T an k P ro g ram  w e re sepa ra te 

c om p o n e n ts in th e FY 92 b u d g e t reques t, but, th e p ro je c ts (SPPM , SRO and C s ites ) con tin ued 

as a pa rt o f ih e EQ p ro je c ts b u d g e t reques t.

O vera ll s ta ff in g le ve ls d id no t in c rease , bu t, w e re re -a lig ned com m en su ra te w ith 

the needed leve l o f e ffo rt in the tw o c o m p o n e n t and th re e p ro je c ts . The p ro ce s s o f 

sh ift in g fu n d in g fo r Sp ill P re ven tio n and R esponse w o rk  from  G ene ra l Funds to 

R espon se F un d s began in FY 92 w ith cen tra l o ffic e staff.

L E G IS L A T IO N  E N A C T E D  9 2  S E S S IO N
iwiiXY.'lvtvtw; x-v* ....

SLAQ2 Chapter 83 SB540

Requ ired DEC to d e v e lo p re g u la tio n s g o ve rn in g the re g is tra tio n and ap p ro va l o f o il sp ill p r im a ry ac tio n con tra c to rs . 

Requ ired DEC to c o lle c t fees in the am ou n t ne ce ssa ry to  c o v e r the cos ts o f th is p ro g ram .

S T A F F IN G  -  F I S C A L  Y E A R  9 3
■

.. ..
S i

FY 93 (ac tu a l) FTEs Gen Resp O th e r

Fund Fund Funds

D ire c to r 12.0 115.6 1,459.2 0.0

SPPM 72.5 90 .8 9,027 .5 0.0

C s ites 53 .5 351 .8 4,717.1 2 ,582.7

S tg T an k P ro g ram 7.0 0.0 0.0 3 ,322 .7

To ta l 145.0 558 .2 15 ,203 .8 6 ,405 .4

A na ly s is o f S ta ffin g C hange from  FY 92 to FY 93

The FY 93 b u d g e t s tru c tu re es ta b lis h e d the D iv is io n o f Spill P re ven tio n and R espon se as a 

sepa ra te 8RU w ith  th e p ro je c ts ab o ve as sepa ra te com p o n e n ts . The Sp ill R esponse O ffice 

w as d e c e n tra liz e d w ith expe rt sp ill re sp on de rs in ea ch reg io n . A dm in is tra tiv e S up po rt, 

S a fe ty and D a ta M ana gem en t w e re tran s fe rre d from  th e p ro g ram s to the D ire c to r 's O ffice .

S ta ff w e re ad d e d fo r R esponse Fund M anagem en t (1), the D e pa rtm e n t o f De fense coo pe ra tive 

ag re em e n t (2), G eo g ra p h ic In fo rm a tio n S ys tem s (1 - non pe rm ) and th e Leak ing U nde rg ro u nd 

S to ra g e T an k p ro g ram  (1 - non pe rm ).

C o n ve rs io n o f th e Sp ill P reven tio n and R esponse e ffo r t from  G ene ra l F unds to 

R espon se F un d s con tin u e d fo cu s in g on reg io na l e ffo r ts le av in g th e D iv is ion w ith 393 .0 in 

G ene ra l F un d s an d 165.2 in G ene ra l Fund M a tch .

Page 5



S T A F F IN G  - F I S C A L Y E A R  9 4
 :     ■

FY 94 (request) FTEs Gen Resp Other
Fund Fund Funds

Director 13.0 0.0 1.296.7 36.4
SPPM 75.2 0.0 8,105.2 225.0
CSites 57.2 165.2 3,727.5 2,225.0
Stg Tank Program 10.0 0.0 0.0 6,621.9

Total 155.4 165.2 13,129.4 9,108.3

Analysis of Staffing Change from FY 93 to FY 94

Non permanent staff previously off budget were included in the FY 94 budget request. Historically 
the department had not included those positions in budget requests and requested revised 
programs to move monies from contractual to personal services to pay for non perms.

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

Director's Office -1 Non Perm Student Intern
Spill Prevention Planning and Management -1 Non Perm Environmental Specialistr
Contaminated Sites - 3 Non Permanent Environmental Specialists
Storage Tank Prograi i - 2 Environmental Specialists (seasonal) and 1 Clerk Typist (seasonal)

A permanent position was added in the Contaminated Sites Program (Site Discovery) 
and a long term non permanent position in the Underground Storage Tank Program 
was brought on budget as a permanent part time position.

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

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

g : \ s p a r \ h e a r i n g s \ r f i n o j d s  r e v i s e d :  2 / 1 6 / 9 3

' j ' •
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EXXON VALD, 
Settlement̂ -').

STATE 
G E N E R A L  F U N D

Oil Su rcharge 
Account 

A.S. 43.35.200
M itigation z 

Account Fund 
A.S. 46.08.020(b)

Storage Tank 
Assistance 
Fund

OIL AND HAZARDOUS SUBSTANCE RELEASE 
RESPONSE FUND A.S. 46.08.010

Leg is I aKve Appropriation

OTHER AGENCIES
Military and Veterans Affairs (DES)Response Preparedness & Planning Response Depots & Corps Hazards Andysis
Transportation and Public FacilitiesOil Response Ferries
Law Cost Recovery Regulations/Guidance
Public. Safety-Environmental Crimes . 24-Hour Dispatch
Fish and GameContingency Plcn Reviews
Natural ResourcesContingency Plan Reviews
Administration

Telecommunications Installation/Maintenance
State Emergency Response Commission 
Citizens' Oversight Council - hot -fuvvW

Tvs P f c t f

AEA Bulk Fuel 
System; 
Upgrade T

ENVIRONMENTAL 
CONSERVATION

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

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

SPILL RESERVE 
(Em ergency  Reserve)

Alaska's Oil and Hazardous Substance Release Response Fund Prepcred by ADEC 4/93



SPILL RESERVE EXPENDITURES BY FISCAL YEAR
(in thousands)

FY 90 245 .5
FY 91 256 .8
FY 92 71 .4

FY 93 299 .3

FY 94 272 .5
TOTAL 1,145 .5

'note: Expenditures for FY 94 include 156.7 for 
Project Chariot which will be reimbursed by 
a federcl grcnt,

SPILL RESERVE AS A  PERCENTAGE O F TOTAL 

RESPONSE FUND EXPENDITURES

0.9 %

h:\chrisu\srexp.xls
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Response Fund Summary as of Ncvembor 5,1983

AS 43.55.230(b)
Calculation Response Fund

Cummulativ8 Surcharge Collected 

Cummulative Expenditures 

Difference f

Cummulative Other Deposits 
General Fund 
Program Receipts 
Mitigation Account 
MisceHanous/Accounts Receivable

Reserve For Encumhrances

Reserve For Capital Appropriations

Reserve for FY 84 Operating Appropriations 
(Excluding Spill Reserve Appropriation)

112.085,145

•127,18Q,B73

•15,105,728

0
0
0
0

0

0

0

109.200.000 

•127,180.873

•17,980,873

44.447.000 
30,000,000
5,007,800
•3,048,952

•8,880,882

•3,181,125

•9,302,318

Balance or Spill Reserve •15,105,728 37,229,838



M itig a tio n  
Account

Response Ferry

Storage Tank 
Assistance 
Fund

Yukon-Koyukuk School 

District

OIL CO N SERV A TIO N
R e v e n u e  S t r e a m  v s .  E x p e n d i t u r e  S t r e a m  ^

^
Surcharge

Fines 
Penalties 
Settlements 
Cost Recovery

R ev en u e  S t r e a m  ■* S u r c h a r g e

Prepared by ADEC 10/93



  Proposed Statutory Change 
OIL CO N SERV A TIO N  SU RC H A RG E TAX

Surcharge

R e v e n u e  S t r e a m  v s .  E x p e n d i t u r e  S t r e a m

Fines 
Penalties 
Settlements 
Cost Recovery

R ev en u e  S t r e a m  S u r c h a r g e
+ M i t i g a t i o n  A c c o u n t

Preoared by ADEC 10/93



STATE 
G E N E R A L F U N D

_ A.S. 43.55.211 
Separate Account

A.S. 43.55.310 
Separate Account

[ A.S. 46.08.020(b) £f
Oil & Haz. Substances;•
I Release Contingency r 

& Abatement 
Mitigation 

>. Account Fund

\A.S. 46.08.025(b) 
Catastrophic Oil 
Release Response 
Mitigation Account

OIL & HAZARDOUS SUBSTANCE 
Release Prevention & Response Fund

A.S. 46.08.010

O il &  H a z . S u b s ta n c e 

R e le ase C o n t in g e n c y  & 

A b a te m e n t A c c o u n t

AS 46 .08 .010 (a )(2 )

H a z a rd o u s  
s u b s ta n ce s 
w /o  d is a s te r 
d e c la ra t io n

C a ta s t r o p h ic  O i l Re lease 

Response A c c o u n t

AS 46 .08 .010 (a )(2 )

leg.
Appropriation
AS 46.0SL010{oK2

AS;* 6 ,0 8 iji« a X l)

• In v e s t ig a te  a n d  e v a lu a te  re le a s e  o r 

t h r e a t e n e d  r e le a s e  o f o i l o r a  h a z a r d ­

o u s  s u b s t a n c e  ( n o n - c a ta s t r o p h ic )

• C o s t r e c o v e r y

• S ta te  m a s t e r  p la n

•  O i l a n d  H a z a r d o u s  S u b s ta n c e  

R e s p o n s e  O f f ic e

• C o n t in g e n c y  p la n  r e v ie w

• R e s p o n s e  p r e p a r e d n e s s  a n d  t r a in in g

•  D e p o t s  &  c o r p s  D M V A /D E S

RESTORATION ???
REGEAR'CM &• DEVELOPMENT-

4 2 0 0  0 0 0  A c c e s s e d  O N L Y  in  t h e  e v e n t o f a

qa llo n s l M *  c a t a s t r o p h ic  o i i s p i i l -  o v e r  100,000
 — J  b a r r e t s  A S  4 6 .0 4 .9 0 0 ( 2 ) (a)

OR
n  D e c la r a t io n  o f a  d is a s t e r  e m e r g e n c y  

/ m°  b y  t h e  G o v e r n o r - o i l  a n d  h a z a rd o u s . 
, F s u b s t a n c e s  A S  4 6 . 0 4 . 9 0 0 ( 2 ) (b )irra r-\ r #

R E S T O R A T IO N  ? ? ?

RESEARCH & DEVELOPMENT

Proposed HB 2 3 8  CS

AS 43.55.201
Suspended ol 
S50 million 
(FY 961

AS 46 .0 8 .0 2 5 (a )(2 ) ,(3 ) 

S e ttlem en ts ,

C o s t Recovery ,

Fines,

Pena lties , as a  resu lt 

o f a c a t a s t r o p h ic

o il d is ch a rg e

AS 43.55.300

\S 4 6 .0 8 ,Q20(al( 21,(3) 

Settlem en ts,

C o s t Recovery, 

Fines,

Penalties, 

e x c lu d in g  

those resu lting from 

a ca ta s tro p h ic oil 

d is ch a rg e

3 0  d a y max. 

w /o  fl
c o n cu rre n t 

reso lu tion ; m ay 

requ ire spe c ia l 

session

Prepared by ADEC 4/93



Department of Environmental Conservation 
Response Fund Operating Budget Growth

14,000.0

12,000.0

10,000.0

8,000.0

6,000.0

4,000.0

2,000.0

Contaminated Sites $2,815.1 
Other DEC Programs $567.4

Full fund new position & 5% COLA

*

\

HB566 
HB566 

Cont Sites Cleanup

SB261
SB264

A

a

t
Reduce RF Admin $ 

Fund Source Switch to Tan 
Add HI $43.0

RF Admin (Other Agencies) $2,569.4 
Other DEC Programs $74.3

0.0

FY90 FY91 FY92 FY93 FY94 FY95REQ
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Department of Environmental Conservation 
Response Fund Operating Budget Growth

8,000.0

6,000.0

4,000.0

2,000.0

FY90 FY91 ! Y92 FY93 FY94 FY95REQ

m  FY94/FY95 Change 

H  FY93 Change 

I I FY92 Change 

I J HB566 (Spill Response)

■  HB567 (C-Plans)

H  Convert GF to RF-Cont Sites Cleanup 

I I SB261 (C-Plans)

■  SB264 (Corp/Depots)



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

3/1 /94
"Operating Budget Only*

Operating Budget Items
Funding
Auth RF GF OTHER Comments

FY90 4 ,371 .8 i n “ .......

3909.9
461 .9

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

FY91 2 ,439 .0
518.0 

1,371.0
550.0

(518.0) Convert GF to RF for Cont Sites cleanup 
HB567(C-P!ans)
HB566 (Spill Response)

FY92 | 434 .3 - . •• .. .^
485 .2
182.1
(233.0)

(182.1)
Full fund new fiscal note positions & 5% COLA 
Convert GF to RF for SPAR Director component
Move Kenai cleanup to front of budget($280.0), $47.0 other miscellaneous

FY93

FY94

I 3 ,382 .5 | 
1.582.7 
639.1
181.3
102.3 
(355.3)
1.232.4

I 3.312,4 1
101.5
123.0
186.5
108.0 
224.0

2.569.4

(639.1)
(181.3)

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

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

FY9S Request j (417.4)|
(358.4)
(102.0)
43 .0

102.0
Reduce RF Admin Component $358.4 
Fund Source sw itch to Tanks $102.0 
Increase Health Insurance - all Components

RF Total 13,522.6 Less Projected Spill Reserve $49,686.8
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L E G IS L A T IV E  B U D G E T  A N D  A U D IT  C O M M I T T E E

D IV IS IO N  O F  L E G I S L A T IV E  A U D IT

The Legislative Budget and A ud it Committee is a 
permanent in terim commiaee o f tlie Alaska 
Legislature. The committee is made up o f five 
senators and five representatives, w ith one alternate 
from each legisla tive chamber. The chairmanship o f 
the commiaee alternates between the two ciiambers 
every legislature.

The commiaee is responsible fa r prov id ing the 
legislature w ith audits o f state government agencies. 
Tne programs and activities o f state government now 
cost more than S5 b illio n a year. As legislators and 
administrators try increasingly to allocate state 
revenues e ffec tive ly and make government work more 
e ffic ien tly , they need information to evaluate the work 
o f governmental agencies. The audit work performed 
by the D iv is ion o f Legislative A ud it helps provide 
that in fo rm ation .

As a guide to all their work , the D iv is ion o f 
Legis la tive A ud it complies w ith generally accepted 
auditing standards established by the American 
Institute o f Certified Public Accountants and w ith 
government auditing standards established by the U.S. 
General Accounting Office.

Audits arc performed at the direction o f the 
Legislative Budget and 'A tid ii Commiuee. Ind iv idua l 
legislators or committees can subm it requests for 
audits o f specific programs or agencies to the 
committee fo r consideration. Copies o f all completed 
audits are available from the D iv is ion o f Legislative 
A ud it’s offices in eiiher Anchorage or Juneau.

B U DG E T AND A U D IT  C O M M IT T E E

Senato r Randy Ph illip s , C ha irm an
Senator Al Adams
Senator Steve Frank
Senator Steve Rieger
Senator Bert Sharp
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Representative Terry Martin, Vice Chair 
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Representative Eileen MacLean 
Representative Sean Parnell (alternate)
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Randy S. Welker, CPA 
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P.O. Box 1L3300 
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A LA SK A  S T A T E  L E G IS L A T U R E
LEGISLATIVE BUDGET AND AUDIT COMMITTEE 

D i v i s i o n  o f  L e g i s l a t i v e  A u d i t

Janua rv  10. 1994

P. O. Box 113300 
Juneau. AK  99811-3300 

(907) 465-3830 
FAX (907) 465-2347

M em b e r s  o f  the Leg i s l a t iv e  Budge t 
and  Aud i t  C om m i t t e e :

In a c c o r d a n c e  wi th  the p rov i s ion s  ol l itlc 24 ol the A la ska  Sta tutes, the a t t a c h e d  repor t  is 
s u bm i t t e d  fo. y o u r  rev i ew .

D E P A R T M E N T  O F  E N V I R O N M E N T A L  C O N S E R V A T I O N  
O IL  A N D  H A Z A R D O U S  S U B S T A N C E  R E L E A S E  R E S P O N S E  F U N D

Januar\  10. 1994

Aud i t  Con tro l  N u m b e r

S-UU63-9U

Tne  ob j e c t i v e  o f  the aud i t  was  to rev iew puiicy issues rela t ing to tne Oil a nd  H aza rdou s  
Su b s t a n c e  R e l e a s e  R e spon s e  Fund w ith in  the D ep a r tm en t  of E nv i r onmen t a l  Con se r v a t i o n .

The  aud i t  w a s  c o n d u c t e d  in a c co rd an c e  with genera l ly  accep ted  g o v e r nm e n t  aud i t in g  
s t andards .  F i e ldwo rk  p ro cedu r e s  ut i i ized in me cou rse  ot d ev e lo p i n g  the Findings ano 
d i s c u s s ion  p r e s en t e d  in this repor t  are d i s c u s s ed  in the Objec t iv e ' .  Scope , a n d  M e th o d o l o g y  
b eg in n in g  on  page  one.

R j n J >  j£ . Welke r .  CPA  
L ems f j i i v e  Aud i to r
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O B JE C T IV E S .  SCOPE .  A N D  M E T H O D O L O G Y

in a c c o r d a n c e  w i th  Ti t le  24 o f  the Alaska  Sta tu te s and  a specia i request  by  the L eg i s l a t iv e  
Budge t  and  Aud i t  Comm i t t e e ,  we c onduc t e d  a r ev iew  o f  po l icy issues re l a t ing to the Oil and  
H aza rdou s  S ub s t a nc e  Re lease  Re sponse  Fund (Response  Fund) a dm in i s t e r e d  by the 
D ep a r tm en t  o f  Env ironmenta l  Conse rva t ion  (DEC).

Ob ie c t iv e s

The  ob j e c t i v e  o f  the r ev i ew  was  to gain an unde r s t and ing  o f  po l icy issues r e l a t ing  to the 
R e spon se  Fund .  Spec i f i c  ob jec t ives  o f  the r ev iew  we re  to:

1. R e v i e w  the h is to ry o f  the Respon se  Fund: inc lud ing the or ig inal  pu rpo se s  o f  the fund, 
the r ea son s  for e s t ab l i sh ing  a 5c per barre l o f  oil surcharge,  and the cu r r e n t  pu rpo se s  
o f  the R e spon s e  Fund.

2. D e t e rm in e  the c r i ter ia DEC  uses in its dec i s ion s  to fund cer ta in pro jects  and  w he th e r  
the c r i te r i a  is cons i s ten t  f rom pro ject  to project .

3. D e t e rm in e  wha t a c coun t ing  p ro cedu re s  are cu r r en t l y  in pl ace  that a l l ow the legi s la tu re
to t rack whe r e  and  how  Respon se  Funds  are be ing spent .

4. R e c o m m e n d  pos s ib le  s tatutory changes  that will c lar i fy now  Respon se  Fund  mon ie s  
s h o u ld  be adm in i s t e r ed  by agenc ie s  ou ts id e  o f  DEC.

Scooe

W e focused  ou r  e x am in a t i o n  on the legis la t ive h i s to ry  o f  the R e spon se  Fund, the budg e t in g  
p roces s  for FY  9! th rough  FY 94. and  FY 92 and  FY 93 expend i tu re s  that  w e r e  re la ted to 
se lec ted pro ject s .

MethodoloL'v

O u r  e v a lu a t i o n  o f  po l icy issues re la t ing to the R e spon se  Fund invo lved  r ev i ew  and  ana ly s i s  
o f  the f o l l ow in g  do cumen t s :

1. A l a s k a  Sta tu te  46.OS. Oil and Haza rdous  S ub s t a nc e  Releases.

2. I n f o rm a t i o n  pe r ta in ing  to 1986 s House  Bill 470 wh ich  e v en tu a l l y  pa s sed  as
C h a p i u  59. SLA  19X6.

ALASKA STATE LEGISLATURE DIVISION C GISLaTIVE AUDIT



2. I n f o rma t i o n  pe r ta in ing to 19.S9's Sena te  Bill 247 wh ich  e v en tu a l l y  pas sed  as
C h a p t e r  13. SLA  1989.

4. I n fo rma t i on  pe r ta in ing to 1989‘s Sena te  Bill 256 which  ev en tu a l l y  p a s sed  as 
C h a p t e r  29. SLA  19X9.

5. I n f o rma t i on  pe r ta in ing to 1989*5 House  Bill 68 wh ich  e ven tu a l l y  p a s s ed  as

6. I n fo rma t i on  pe r ta in ing to 1989's Sena te  Bill 261 which  e ven tu a l l y  p a s s ed  as
Chap t e r  90. SLA  1989.

7. In fo rma t ion  pe r ta in ing  to 1989's Sena te  Bill 260 wh ich  e ven tu a l l y  pa s sed  as
C ha p t e r  112. SLA  1989.

8. I n fo rma t ion  per ta in ing to 1989's Sena te  Bill 264 which  e ven tu a l l y  pas sed  as
C h a p t e r  113. SLA  1989.

9. I n fo rma t i on  pe r ta in ing to 1990's House  Bill 566 which  e ven tu a l l y  pa s s ed  as
C ha p t e r  190. SLA  1990.

10. I n fo rma t i on  pe r ta in ing  to 1990‘s Hou se  Bill 567 wh ich  e ven tu a l l y  pa s sed  as
C h a p t e r  191. SLA  1990.

11. I n f o rma t i on  pe r ta in ing  to 1990‘s Hou se  Bill 578 wh ich  e v en tu a l l y  pa s sed  as
C h a p t e r  199. SLA  1990.

12. I n fo rma t i on  pe r ta in ing  to 1991 ‘s Sena te  Biil 165 wh ich  e ven tu a l l y  pa s sed  as
C h a p t e r  48. SLA  I99L

13. I n fo rma t i on  pe r t a in ing  to 1991‘s Sena te  Bill 25 which  e v en tu a l l y  pa s s ed  as
C h a p t e r  83. SLA  199L

14. Fiscal  Year s 1991, 1992. 1993. and 1994 budge t  d o cum en t s  re l a t ed  to the 
R e sp o n s e  Fund.

15. Fiscal  Year s  1991. 1992. and 1993 R e imbu r s ab l e  Se rv ice s  A g r e em en t s  b e tw e en  DEC  
and  o the r  agencies  and  be tween  d iv i s ions  wi th in D EC  for use o f  R e s p o n s e  Funds .

16. R e s p o n s e  Fund Annua l  Repo r ts  for FY 87 through FY  93.

17. D E C  Po l i cy  S ta t emen t s  on the R e spon se  Fund.

18. A t t o r n e y  Gene ra l  Op in ions  and m e m o r a n d u m s  on the Respon se  Fund .

19. I ndu s t r y  c on t in gen cy  plans  and co r r e s p o nd in g  do cumen t a t i on  ma in t a in ed  at DEC.
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20. D o c u m e n t s  pe r t a in ing  to D E C  spill r e spon s e s  th rough N ov em b e r  8. 1993.

21. D E C  da t ab a se  in f o rm a t i o n  and  o the r  d o cum en t a t i o n  rela ted to c on t am in a t e d  sites. 

Oil Spil l C om m i s s i o n  Final  Repor t .-I*!

23. A p am ph l e t  pu t  ou t  by  the Pr ince  W i l l i am  Sound Reg iona l  C i t i z e n s ’ Adv i so ry  
C oun c i l  en t i t led "Then and Now: Changes Since rhe Exxon \ aide: Oil Spill."

24. N e w s p a p e r  c o v e r a g e  r e g a r d i n g  the R e sp o n s e  Fund and its usage.

Add i t iona l ly ,  we  in t e rv i ew ed  th e  fo l l ow ing :

1. S t a f f  w i th in  DEC.

2. S t a f f  w i th in  D ep a r tm en t  o f  M i l i t a ry  and Ve te ran s  Affairs .

3. S t a f f  w i th in  D iv i s io n  o f  L eg i s l a t i v e  F in ance .

4. S t a f f  o f  Of f i c e  o f  the G o v e r n o r .  O f f i c e  o f  M an a g em en t  and 3udge t .

5. S t a f f  w i th in  D iv i s io n  o f  L eg a l  Serv ices.

6. C h a i rm a n  o f  the f o rm e r  A la sk a  Oil Spil l C omm is s i o n  and cur ren t  ch a i rm an  o f  
H a z a r d o u s  S u b s t a n c e  T e c h n o l o g y  Rev iew Counc i l .

ALASKA STATE ISCISWTURE '  0|VlS10'V LEGISLATIVE AfOTT



FINES, PENALTIES, COST
R E C o v e a x  s e t t l e m e n t s

EXXON VAU3S p M b m n n t - v

STATE 
G E N E R A L F U N D

Oil Surcharg 
Account M itigation

Account Fund /T" Ar,TT\ 
A.S. 46.08.020(b)

43 55A
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OIL AND HAZARDOUS SUBSTANCE RELEASE 
RESPONSE FUND A.S. 46.08.010

OTHER AGENCIES
Military e n d  Verercns Affcirs (DES)Resconie Frecorecness t  Planning Resaonss Deoors £ Coras Hczards Ancivsis 
Transportation c n c  Public rcciliriesOil Response Ferries
Id'-v Cos: Recovery Regoialions/Guia’ance
Public Safetyenvironmental Crimes 2U-Hour Discxttch
Pish cnc GcmeConimgencv Plan Reviews
iMcturci ResourcesContingency Plcn Reviews 
Administration

Telecommunications Installation/Maintenance
Sta te  Emergency Resoonse Commission 
C n z e n s  Ove r s i ch t  Council

Sta te  Emergency Resoonse Comm'ss 
Local Emergency Plcnning Ccmmifes  
H aza rdou s  Subs tance  Spill Tecr.nc c:  

Review Council 
Con tam ina ted  Sites 
Gove rnmen t  P reoc redness  c n c  Peso 
indusrry P repa rednes s  a n d  Response 
Pollution Prevention 
G e o g r a om c  Information Systems

SPILL RESERVE 
('Emergency Reserve)
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O R G A N IZ A T IO N  A N D  F U N C T IO N

T h e  1986 A l a s k a  Sia ie Leg is la tu re  pa s sed  Hou se  Bill (HB) -170 |Ch 59. SLA s*!. a bill re la t ing
10 the re l ea s e  o f  oil and haza rdous  sub s tance s .  Th i s  leg is la t ion e s t ab l i s h ed  an  Oil and  
H a z a r d o u s  S u b s t a n c e  Re leas e  Respon se  Fund  (Response  Fund) on  Ju ly  I. 1986 with  
a p p ro p r i a t i o n s  f rom three di f f e ren t  sou rc e s  to ta l l ing S680.666: S i 58.677 from the ba l ance  ol 
the Oil Spi l l  M i t i g a t i o n  Accoun t .  S22I.989 from the b a l ance  o f  the Oil Spil l E xp en s e

 ;d a. v.000 FY 87 capi ta l  b u dg e t  app rop r i a t ion .  T he  fac ing page  i l lus t ra tes
Hows into and  ou t o f  the Respon se  Fund.

B e tw e en  1986 and  1989. depos i t s  in to the R e spon s e  Fund  were  m ad e  from gene ra l  fund 
a p p ro p r i a t i o n s  a nd  from the Oil and H a z a r d o u s  S ub s t a nc e  Re le ase  M i t i g a t i o n  A ccoun t  
(mit iga t i on  accoun t) .  Th i s  accoun i is c o m p o s e d  o f  m on e y  r ecove r ed  f rom pa r t ies r e spon s ib l e  
for oii and  h a z a r d o u s  sub s t an ce  spil l s t h rough  cos t  r e cove ry  and fines, penal t ies, o r  d am age s .  
M on e y  in the m i t ig a t ion  a c coun i  may  be a pp ro p r i a t e d  each  yea r  to the R e spon se  Fund. In 
the past, the leg is la tu re  nas a iso a pp rop r i a t e d  m on ey  from the m it ig a t i on  a c coun t  into the 
s to rage  tank as s i s t ance  fund and  to the A l a s k a  Ene r g y  Au tho r i t y ' s  p rog r am  d i r e c t e d  at 
u p g r a d i n g  bu lk  fuel s to rage  sys tems.

In 1989. the leg is la tu re  e n a c t e d  s ta tu tes  w h ich  levied a s u r ch a rg e  o f  5c pe r  barre l o f  taxab le
011 p r o d u c e d  f rom each lease o r  p rope r t y  in the State. T h e  c om m i s s i o n e r  o f  the D epa r tm en t  
o f  A dm in i s t r a t i o n  a c coun t s  for the m on e y  in a sepa ra t e  gene ra l  fund accoun i .  wh ich  is 
c o m m o n l y  c a l l e d  the Oil Su rcha rg e  A c co un i  (surcha rge  accouni).  As exp l a in ed  on  page 13 
in B a c k g r o u n d  In fo rma t ion ,  the su rcha rge  is .subject to s u spen s io n  and r e impos i t ion  if cer ta in 
c r i te r ia  are met .  B e tween  FY 87 and FY  Q~- a total o f  S I 09.200.000 has been app ro p r i a t e d  
to the R e s p o n s e  Fund  f rom the s u icha rge  a c c oun t  and S5.033.600 has been a pp rop r i a t e d  f rom 
the m i t i g a t i o n  accoun t .  In addi t ion, the leg is la tu re  has a pp rop r i a t ed  in exce s s  o f  S74.000.000 
f rom the g e n e r a l  fund to the Respon se  Fund th rough  FY  93,

M on ey  left o v e r  in the R e spon s e  Fund af ter  all app ro p r i a t i o n s  have been m ade  to agen c i e s  
for the i r  o p e r a t i n g  costs  has been  app rop r i a t ed  to the spill reserve.  The  spill r e se rve  may be 
a c c e s s e d  by the D epa r tm en t  o f  E nv i r onmen ta l  C on s e r v a t i o n  (DEC) on iy  for cos ts  n e c e s s a ry  
to inves t i ga te ,  eva lu a te ,  con ta in ,  c lean  up. a nd  take o t h e r  n e ce s s a ry  ac t ion to a dd re s s  a 
r e l ease  or  t h r e a t e n ed  re l ea se  o f  oil or  a h a z a rdou s  s ub s t an ce  that  poses  an im m in e n t  a nd  
sub s tan t i a l  th rea t  to the pub l ic  health or  welfa re ,  o r  to the e nv i ronmen t .  D E C  doe s  not 
budge t  for " r e s p o n s e "  to re lease s o f  oil or  o t h e r  h a z a r dou s  subs tances ,  so all spil l  re se rve  
e x p e n d i t u r e s  a re un hudg e t e d  r e sponse  act iv i t ies .

D E C  c an  o n l y  make  e xp end i t u r e s  out o f  the R e spon se  Fund with spec i f i c  leg is la t ive  
app rop r i a t i o n ,  e x c e p t  for em e rg e n c y  re lease s o f  oil or  h a za rdou s  s ub s t an ce s  paid ou t  o f  the 
■'pill re se rve .  E a ch  s ea r  the leg is la ture d e t e rm in e s  wha t pro ject s  and  ac t iv i t i e s  wi ll  be paid 
lor  out o f  the R e sp on s e  Fund . In add i t ion to DEC.  twe lve  state agen c i e s  have  been  funded 
w ith  m on i e s  f rom  the Re spon se  Fund. The se  agenc i e s  have been act ive in c o n t i n g e n c y  piun 
rev iew, s tate m a s t e r  and reg ional  con t ingency  pl ann ing , and wo rk in g  wi th  the Sta te 
Em e r g e n c y  R e s p o n s e  Com m is s i o n .
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Soill Prevention and Response Division

With in  DEC .  [he primary user o f  the R e spon s e  Fund is the Spil l Prevent ion and Response  
D iv i s i o n  (SPAR). S P A R  was  created in July 1991 for the purpose o f  prevent ing and 
re sp ond in g  to nega t iv e  impacts  to publ ic heal th and the env ironment  cau s ed  by oil and 
hazardous  subs tance spi l l s .  The  d iv is ion adminis ters  four programs:

I . T h e  G overnmen t  Preparedness and Response  Pro era m (GPRP) w a s  d e v e l op ed  to 
P " ' ,u:': " r.a.'th and the env i ronmen t  by ensuring a planned and s a f e  response  
to re l ease s  or threatened re leases o f  oil or hazardous substances .  Th e  empha s i s  o f  this 
program is on the Stat e ' s  abil i ty io prevent and respond to spi ll s.  The  program is 
r e spons ib l e  for faci l itating local, regional,  ana sta tewide response preparedness .  To  
a c h i e v e  this. G PR P  prepares, reviews, and revises state and regional  pr event ion  and 
r e spon s e  plans for oil and hazardous di scharge.  An integral part in the planning  
pro c e s s  is the State Emerg en cy  Re spon s e  C om m i s s i o n  (SERC).

G P R P  prov ides  s ta f f  support to SERC .  SERC  e vo l v ed  from the federal  Superfund  
A m endm en t s  and Reauthor izat ion Act 119S6T This leg is lat ion required the State to 
m in im i z e  the impac t on human heal th and the env ironment  from oil and hazardous  
sub s tan ce  re leases by faci l i tating local, regional, arid s ta tew ide  r e spon se  planning. 
S E R C  was  e s tab l i sh ed  by ex e cu t i v e  order in i9.S7 but did not b e c om e  operat ional  
until FY  91.

The  c om m i s s i o n  is c ompr i s ed  o f  the c omm is s i on e r s  or their d e s i gn e e s  o f  e ight  state 
ag en c i e s ,  the adjutant general or his de s ignee, and s ev en  publ ic m em be r s  appointed  
by the governor.  To  the ex ten t practicable, publ ic member s  have e xper t i s e  in the 
em e r g e n c y  re sponse  field. The ma in  dut ies o f  the group are to d e s i gna te  Local 
E m e r g e n c y  Planning Districts, appoint the member sh ip  o f  Loca l  E m e r g e n c y  Planning  
Com m i t t e e s  (LEPCs). c om m en t  on local  emerg en cy  plans, provide techn ica l  assi stance 
to LEPCs .  and r ece iv e  and proces s informat ion requests from the publ ic .

2. The  Industry Preparedness  Procram (IPPi focu se s  on the oil indus try 's  abi li ty to 
preven t  and respond to re lease s or threatened re leases o f  oil. Statute requ ires industry 
to subm i t  proo f  they have both the f inancial  ability and phys i ca l  abi l i ty to respond to 
re l ease s .  Their phys i ca l  abi li ty is demonstrated by a con t ingency  plan w h i c h  must be 
approv ed  before ob ta in ing  a permit to operate . Con t ingency  plan requ irement s  apply 
io o i l  tank ves se ls,  barges, crude oil pipelines, and onshore and o f f shor e  oil 
exp lo ra t i on  and produc t ion facilities, in addition, oil terminal fac i l i t i es  that contain 
a,' am oun t  o f  product spec i f i ed  in s tatute must have a c on t in g en cy  plan. IPP is 
re spon s ib l e  for rev i ew ing,  approving, and testing con t in g en cy  plans as wel l  as 
en su r ing  operators m ee t  the financial re sponsibi l i ty requirements set out  in statute.

3. The  Contamina t ed  Si tes Remeriiahor rocrnin was created to abate threats to publ ic 
heal th  and the env i r onmen t  posed  by s ites contaminated by improper  di sposa l  or 
d i s cha rg e s  o f  hazardous  substances .  The number o f  con taminated s i te s  is large and 
ev er  increas ing.  Th e  program attempts to identi fy and a sse ss  c on tam ina ted  s ites and
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ascer ta in liieir poten t ia l  threat to pub l i c  heuiih and the env i r onmen t .  With this 
in format ion .  c on t am ina t ed  s i te s can oe priorit ized so those  su e s  p o s i n g  the greatest 
threat are addre s s ed  first. The me thod  by which  the program addres s e s  a 
c on t am in a t ed  site d ep end s  on the ident ity o f  the party r e spon s ib l e  for the 
con tam ina t i on .  C oop e ra t i v e  agreemen t s  are in place wi th the federal g o v e rnm en t  to 
c l ean up s i te s where  the federal  g ov e rnmen t  is the re spons ib l e  party. A memorandum  
o f  a g r e em en t  ex i s t s  b e tw e en  several  s tate depar tments to address chose s i tes  where  the 
State is the r e spon s ib l e  party. For s i te s where  a re spons ib l e  party is w i l l i n g  to heip 
c l e an  up. the program prov ides  over s igh t .  If a site po s e s  a substant ia l  threat and no 
r e spon s ib l e  party has been ident i f ied or the responsib le  party is unab le  or unw i l l i n g  
to c l ean up. the State wi l l  take the lead c l eanup efforts .

4. The  Underground  S to raee  Tank orouram ass is ts  owner s  and opera tors  in mee t ing  
federal regu la t i on s .  T h e s e  regu lat ion s  require n ew  underground s torage  tank 
in s ta l la t ion s  io m ee t  nat ional  s tandards and tanks a l ready in operat ion phase-in to 
mee t  those  s tandards.  Federal  law also requires each fac i l i ty to d emons t ra te  f inancia l  
re spons ib i l i t y  in the e v en t  o f  a spill . In Alaska, a S torage  Tank A s s i s t a n c e  Fund was  
e s tab l i sh ed  wh ich  of f er s  grants and loans  to owner s  and operators to test, c lean up. 
upgrade, or c i o s e  their fac i l i t ies .  The  S torage  Tams A s s i s t an c e  Fund rece iv e s  mon ie s  
from the m i t iga t ion  a c coun t  thereby reduc ing  funding that Hows from the mit igat ion  
ac coun t  into the R e s p o n s e  Fund.

T h e s e  four programs are d e v e l o p e d  and manag ed  by the director o f  S P A R .  Program  
manager s  are cen tra l i z ed  in S P A R ' s  central  o f f i c e  and their role is to d e v e l o p  po l i c y  and 
prov ide  te chn ica l  g u id an c e  to the four reg ions  o f  DEC sc that programs are imp l emen t ed  in 
an e f f e c t i v e  and con s i s t en t  manner  acro ss  reg ions .

D E C  has been  d iv id ed  into Northern Reg ion .  Southcentral  Reg ion .  S ou th ea s t  Reg ion ,  and 
Pipe l ine  Corridor Reg ion .  Reg iona l  manager s  report direct ly to the c om m i s s i o n e r  3nd are 
re spon s ib l e  for mak ing  sure S P A R  program ob jec t iv e s .  as wel l  as other d i v i s i o n s ’ program  
ob jec t ive s ,  are a c c om p l i s h ed .  R eg iona l  o f f i c e s  a s sume  line authori ty o f  distr ic t and field 
o f f i c e  s taffs.  Ac tua l  work on con tam ina t ed  sues , spill re sponse, spill drill and inspect i ons ,  
and r e v i ew  o f  c o n t i n g e n c y  p lans  is a c c om p l i s h e d  n nm ar ih  by distr ic t o f f i c e s  wi th  support  
from their resiion.
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PURPOSES OF THE RESPONSE FUND
AS 46.08.040

! B ) rev iew oil discharge prevention and contingency plans
subm itted under AS 4fi.04.Q30;

■ C i conduct tra in ing , response exercises, inspections, and
icsts. in order to verify equipment inventories and ab ility

House B ill 567
to prevent and respond io o il and hazardous substance 
release emercencie.s. and to undenake other activ ities1 ci« i y i .  s l a  y»| intended to ve rify or establish.tlte preparedness o f the 
'ta ie . a inun ic ip a iiiy . or a party required by AS 
46.04.030 to have an approved contingency plan to act 
in accordance w ith that plan; and 

• r  i to ve rify or establish p roo f o f financia l responsib ility
required hy AS 4fi.0fi.(>40: j

Senate B ill 264
j

i.3 • pay ihe expenses incu ired by the Alaska d iv is io n o f I
(Clt 113. SLA 89| cater ecncv services fo r the o ii and hazardous substance

* .***1 *nnc corps and the o il and ltazardous substance response 
depots when presented w ilh appropriate documentation byreworded by:

HB 567 |Ch 191. SLA 90| the d r. im o ii;
HB '6 6  IC It 191). SLA l KH
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House 5 i !I -70 
•Ch «>. SLA X6|

Senate B il l 261 
iC h 90. S LA SO I

House B ii! 56(i 
iC h 19(1. S LA y ilj

( - ) provide matching funds lo r partic ipation in federal o il
J isciiarge cleanup activ ities and under -2  U.S.C. 9 6 01-9657 
(Comprehensive Envimmnenia l Response. Compensation, 
and L ia b ility Act ol 19X0);

(5) recover llie costs lo tlie stale, a inunicipaJiiv. or a village o f a 
containment and cletutup resulting Crum the release or tlte 
threatened release o f o il o r a liazardous substance:

tft) prepare, review , and revise
5A ) the state's master o il and hazardous subsrancc discharge 

prevention and contingency plan reunited by 
AS -Jft.(U .;t)(i: and 

iB ) a regional master o il tuid hazardous substance discharge 
prevention and contingency plan required by 
AS -tft.tU .Z ld : and 

(7) restore the environment by addressing the effects o f an oii or 
hazardous sunstance release.

(b i When the eoveriun declares a disaster related to an o il or
hazardous substance discharge emergency under AS 26.23.020(c). 
the governor may. during the effective period o f the d''s<'tster 
emergency, use money from the fund to respond to rh ; disaster 
emergency.

ic ) Notw iths tand ing other provisions o f this sect,on. money from die 
lund may not he used for a purpose specified in n )f? )~ (7 ) and 
id )(2 ) oi this section unless money is available tu rn  an 
appropria tion made specifica lly fo r that purpose.

I
House B ill 57X 
Ch 199. S LA 9(11

Senate B ill 165 
|C li AX. S LA 911

I

fd ) Upon request liom
11) the Alaska l.cg is la tive Council, the comm issioner shall use 

money tn<m the fund to reimburse tlie Alaska Legis la tive 
C o u n c i fo r c .pcnd itu ros that it makes fo r the operation o f the 
C iu / c ii- Oversight Council on O il and Other Hazardous 
Suhstaiu.es. established under AS 24.20.600; and

(2) the cnm inisMoncr o f transportation and pub lic fac ilit ie s , die 
comm issioner shall transfer money from the fund to die 
Depaitmem ot Transportation and Public Facilities ro pay for 
the .o iis iru c iin ii or relurb is lnnent o f one or more vessels o f 
the A I.isk.i in.ii me highway system diar Itave the capab ility to 
as -M  in responding to spills o f o ii and hazardous substances: 
in ev pending money m die r'uJid whose use fo r vessels o f the 
in ;irn ic tuehway s-ysicm is authorized by .AS 19.65.025 ana 
thi> p.uagi.ip ii. the commissioner shall give p r io r ity to 
eo ii'U ucnon oi one or mom new vessels that have die 
chnr.it. icustivs required by this paragraph.
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BACKGROUND IN FOR MATION

The  R e spon s e  Fond  was  es t abl ished w i t h  the pas sage  o f  House  Bill 4 7 0  in 1986 [Ch 59. 
SLA S6| by the leg is l a tu re  and the g ove rno r  s ign ing  the bill into law. The  bill, w h i c h  was  
s pon so r ed  by Rep re s en ta t i v e  Mike Davis,  c r e a t ed  the Respon se  Fund in the s ta te  gene ra l  
fund. The  leg is la tu re  set out their r ea son  for e s t ab l i sh ing  the Respon se  Fund  in the Pu rpose .  
,-vS 46.08.005. In that  s tated ou roose .  th ev dec la red  the re lease o f  oil or  h a z a r d o u sr r -
s ub s t a n ce s  p re sen t s  a substant ia l  th rea t  to pub l i c  health, to the env i ronmen t ,  and  to the 
e c o n om y  o f  the State. The  Response  Fund  w a s  to p rov id e  a read i ly  ava i l ab le  fund  for the 
p a ym en t  o f  e x p en s e s  incurred by DEC  in p ro tec t ing  the e nv i r onmen t  fro il and  h a z a i l o u s  
s ub s t an ce s  re leases.

O r ig in a l  uses o f  the Re sponse  Fund

The  c om m i s s i o n e r  o f  DEC  was  n amed  the R e spon se  Fund adm in i s t r a to r  and was  au tho r i z ed  
to use  the fund for three dist inct purposes:

1. C on t a in  and c lean up, wh ich  in c lude s  mon i to r ing,  assess ing, inves t iga t ing , and 
eva lu a t i ng ,  the re l ease  or th rea tened  r e l ease  of  oil or  a haza rdous  sub s tance  that poses  
an im m in e n t  and substant ial  threat  to the publ ic heal th or wel fare,  o r  to the 
e nv i r o nmen t .

2. P rov ide  m a tch in g  funds for pa r t i c ipa t ion  in federal oil d i scharge  c l e anup  activ it ies.

3. R e co v e r  the cos t  to the Sta te or to a mun ic ip a l i t y  o f  a c on t a i nm en t  and  c i e anup  
resu l t i ng  f rom the release or t n r e a tened  re l ea se  o f  oii or a h aza rdous  subs tance .

A la sk a  S ta tu t e  46.08.010 spec i f i ca l l y  d i s a l l ow ed  us ing the fund for capi ta l  im p rov emen t s . '  
Dur ing  m ee t i n g s  o f  the House  Specia l  C om m i t t e e  on Oil and  Gas.  the c om m i s s i o n e r  o f  D E C  
exp l a in ed  that  he did not wan t the fund to be v i ewed  on ly  as a mean s  to deal w i th  future 
spii l s.  but a lso "ta invcsnititte and deal wirii .sites where poor management of'waste disposal 
may have occurred in rhe past."

Orig in a l  m e th o d s  to f inance  the Respon se  Fund

The  leg is la tu re  c ou ld  app ropr ia te  m on e y  rece ived  f rom federal , state, or o the r  s ou r c e s  in to 
the R e spon se  Fund . M on e y  recove red  f rom par t ies r e spons ib le  for the c o n t a i nm en t  and 
c l e a nu p  at a spec i f i c  site and fines, penal t ies ,  or  d am age s  r e cove r ed  b ecau s e  o f  an oil o r  
h a z a r dou s  re l ea s e  wou ld  be depos i ted in the genera l  fund into a specia l  a c coun t  c a l l ed  the 
m it ig a t i on  accoun t .  The  legislature c ou ld  a nnua l l y  app ropr ia te  to the R e spon s e  F u n d  a sum

“ Capital im provement"' defined in AS 4<U)S lit mean " .wurwnnn. innovation, repair of. and improvement
io. a bn ild iii v. bin aocs not iiirlin ie other unpi ovemenit id real pnmmw such as construction o f a dike or retaining
watir
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equal  to the am ou n t  rece iv ed in the m i t ig a t ion  accoun t  du r ing  the ca lenda r  ye a r  p r e c ed ing  
that l eg is la t i ve  session.

Leg is la tu re  reacts  to Exxon Value: a round im :

No new  leg is la t i on  was  in t roduced  or  p a s sed  regard ing the Respon se  Fund be tw e en  June  1, 
1986. the e f fec t i ve  date o f  the o r ig ina l  legislat ion, and March 24. 1989 w hen  the Exxon 
Valdez hit Bl igh R ee f  in Pr ince W i l l i am  Sound .  After  that incident, six bills w e re  enac ted  
in 198^ that a f f e c t ed  ‘ R e spon se  Fund . The  current  pu rpo se s  o f  the fund w ith  anno t a t ion  
o f  the bill a nd  date of each sect i on c h a n g e  can be found on pages 8 and 9. Sena te  Bill 247 
[Ch l. i. S LA K9| went into effect  ju s t  20 day s  a f t e r  the Exxon I aide: oil spill and  was  to cove r  
e x p end i t u r e s  necess i ta ted by the s ta te r esponse .  The legi s la tu re app rop r i a t ed  S20 m i l l ion  to 
the R e sp on se  Fund, o f  wh ich  S10 m il l i on  c am e  from the genera l  fund and S10 mil l ion  c ame  
f rom gene ra l  fund p rog ram receipts,  w h i ch  we re  to be r e imbu r s em en t  o f  c l e a nu p  cos ts  f rom 
Exxon .

Sena te  Bill (SB1 256 |Ch 2t>. s l a  S9|. wh i l e  be ing  app roved  by the gov e r n o r  on M a y  11. 1989. 
was  m ad e  re t ro ac t iv e  so that the e f f ec t iv e  date was  Ma rch  24. the day  o f  the g round ing .  The  
bill am en d e d  AS  46.U8.070 so cos t  r e c o v e r y  hud to be immed ia t e ly  sough t  by D E C  for 
m on e y  e x p e n d e d  to con ta in  or c le an  up oil or  a haza rdous  substance.  P r ev ious ly  the s tatute 
had  a l l owed  D E C  to seek cost  r ecove ry , but did not require the d ep a r tm en t  to do  so. Sena te  
Bill 256 a lso  pe rm i t t ed  D EC  to r e im bu r s e  a mun ic ipa l i ty  for actual expense s  in cu r red  in the 
a b a t em en t  o f  a re lease if the mun i c i p a l i t y  en t e r ed  into an ag r e em en t  wi th DEC . '

Hou se  Bill 68 |Ch 39, s l a  xy|. wh ich  had  an e ffec t ive  dat e o f  May  13. 1989. p r o v id ed  for 
s t r ic t  l iab i l i ty for the re lease o f  a h a z a r d o u s  subsiance .  A new  sec t i on  was  a d d e d  to 
AS 46.08 to a l l ow  the Sta te to pl ace  a lien for exp end i t u re s  by the State f rom the R e sp on s e  
Fund  aga in s t  all p rope r ty  ow n ed  by a pe r son  who  is d e t e rm ined  by the c om m i s s i o n e r  to be 
liable for the expend i tu re s .

T h e  au t ho r i z ed  uses o f  the fund we re  e x p a n d e d  with the pa s sage  and  s ign ing  in to law Sena te  
Bills 261 |Ch w .  s l a  s v j and 264 |Cli 1 13. SLA xm. From t e s t imony  at publ ic hea r ings,  it was  
appa ren t  that res idents  o f  the Sta te did not trust the oil indust ry to live up  to thei r 
r e spons ib i l i t i e s  ident i f ied in con t i n g e n cy  p la n s . Residen ts  d i scu ssed  the need for oil fac il i t ies 
to be in spec t ed  and for u n announc ed  dr i l l s  io tost indust ry' s  abi l i ty to im p l em en t  thei r 
c o n t i n g e n cy  plans.  Residen ts  a lso e x p r e s s e d  that DEC  needed  to be a dequa t e ly  f unded  to 
upg rade  mon i t o r i n g  and  r esponse  effor ts .  M any  res iden ts vo iced  suppo r t  for  the oil i ndus t ry  
to be he ld  s t r ic t ly  liable for thei r  spills, but at (he same t ime have  an i n d e p en d en t  state 
re s pon s e  capab i l i ty .  The  two sena te  bi lls r e cogn iz ed  this conce rn  by con t a in in g  ident ica l  
F ind ing s  a nd  Purpose , which  included, "the Man It 24. I9H9. oil spill disaster in the Prince 
William Sound demonstrates a need f o r  the Mate to have an independent spill containment 
and cleanup capability."

‘ P rior io the staiuie ;uncndmem. the m un ic ipa lity could onlv he reimbursed i f llie agreement had been entered 
in to before llie expenses were incurred.
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Sena te Bill 261 added  a state m a s t e r  plan and reg iona l  mas te r  plans to the du t i e s  ot’ D EC
The Sta te Mas t e r  Plan, wh ich  was  to he a d d r e s s e d  in AS -6.0-T200. inc luded  requ i r in g  o r
s chedu l ing  u n a nn ou n c e d  oil spill dr il l s to test the su f f i c iency o f  an oil te rm ina l  facilitx 
d i scha rge  p r even t ion  and con t i n g en cy  plan. The  prepa ra t ion, rev iew, and r ev is ion  o f  the 
state mas te r  plan and  regional  m a s t e r  plans  w e re  added  as the fourth a u tho r i z ed  use  o f  the 
lund. In add i t ion, the first use o f  the fund was  am en d e d  to i nc lude  inve s t iga te  and eva lu a te  
as well as the con ta in  and  c lean  up p r ev iou s ly  a l lowed.  A fifth pu rpo se  a l l owed  the 
Response  Fund to be used to res tore the e n v i r o nm en t  by add re s s in g  the e ff ec ts  o f  an oil or 
haza rdous  s ub s tance  release.

Sena te  Bill 26-f e s t ab l i shed  an oil and h a z a rdou s  s ub s tance  r e spon s e  off ice in DEC.  Tha t  
off ice was  au tho r i z ed  to es t ab l i sh  em e r g e n c y  r e s pon s e  depot s,  wh ich  w ou ld  be s ta f f ed and 
e qu ipped  in a reas  o f  the state d e t e rm in ed  to be po ten t ia l  si tes o f  re lease s o f  oil o r  h az a rdou s  
substances .  T he  r e sponse  off ice was  au tho r i z ed  to es tab l ish r e sponse  corps,  wh ich  were  to 
be in the Depa r tmen t  o f  Mil i t a ry  and V e t e r a n s ’ Affa i r s  (DMVA).  Div i s ion o f  Em e rg e n c y  
Se rv ic e s  (DESl.  The  corps  w ou ld  consi s t  o f  vo lun te e r s  w'ho reg is te r  wi th  the off ice  and tire 
t r a ined by the off ice  in t e chn iques  for c o n t a i nm en t  and  c leanup .  The  cost s  for the r e sponse  
office, depo ts ,  and  co rp s  were  inc luded  as a pu rpo se  o f  the R e spon s e  Fund.

Impos i t ion  o f  a .^c oe r  barrel c on se r v a t i o n  s u r ch a rg e

The  passage  o f  SB 260 |Cn 112. SLA K9|. wh ich  w a s  sponso red  by Sena to r  J a im a r  Ker i tu la  and 
co-sponso red  by S ena to r  Mike S zyman sk i .  lev ied a 5c per barre l  su r cha rg e  on  c rude  oil. The 
spon so r  s t a t emen t  d a t ed  April  1 I. 1989 said the inicnt o f  the leg is la t ion was  that r evenues  
ho rn  this add i t iona l  tax wou ld  p rov id e  a c o n t i n u in g  source  o f  funding for the Re sponse  
Fund. Th is  wou ld  en su re  that adequa t e  funds  arc awn lab i e  to mee t  the S t a t e ’s respons ib i l i t y  
for oil spill c le an  up.

Since  the leg is la tu re c anno t  ded ica te  r e v e n u e '  in any piece  o f  leg is l a t ion  w i thou t  a 
const i tu t iona l  am endm en t ,  a c lause  was  i n c luded  in SB 260 to e n co u r a g e  the app rop r i a t ion  
o f  the su r cha rge  f rom the s u r ch a rg e  a c coun t  in to  die Re sponse  Fund.  If the leg is la tu re  does  
not app ropr ia te  the ba l ance  o f  the su r cha rge  a c coun t  to the R e spon s e  Fund  or  if the go v e r n o r  
ve toes  or  r educes  the app rop r i a t ion  o f  the s u r ch a rg e  accoun t to the R e spon se  Fund, the 
su rcha rge  wou ld  not be impo sed  that fiscal year .

T he  su rcha rge  wou ld  a lso be s u s p e nd ed  by tho c om m i s s i o n e r  o f  the Depa r tmen t  o f  R evenu e  
if the c om m is s i o n e r  o f  the D epa r tm en t  o f  Adm in i s t r a t i o n  r epor ted  that the d i f f e rence  b e tween  
the cumu la t iv e  total o f  s u r ch a rg e  money  u p p r o p r u i e d  to the R e spon se  F u nd  equuD or 
e xceed s  the amoun t  e x p e nd ed  by the fund h \  650 mil l ion.  If the s u r ch a rg e  had been 
suspended, it c ou ld  be r e impo sed  if the c o m m i s s i o n e r  o f  the Depa r tmen t  o f  Adm in i s t r a t i o n  
repor ts  that the d i f f e rence  is less than S50 mil l ion.

Du r in a  c omm i i t e e  mee t i ng s  r eg a rd ing  SB 260. d i scu ss ion  was  held as to h ow  long the 
impos i t i on  was  l ikely to r ema in  in e ff ec t  based  on expend i t u re s  f rom the R e sp on s e  Fund. 
O ne  sena to r  po in ted  ou t  that 13 oil spill re l a ted pieces of leg is la t ion  were  cu r r en t l y  p e nd i ng  
and  pa s sace  o f  th em all wou ld  crea te more  exp end i t u r e s  f rom the R e spon se  Fund  than had
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occu r r ed  ">0 tar. A m e m b e r  of leg is la t ive counse l  a a r e e a  that there wou ld  be an un i im ued  
draw f rom the Respon se  Fund, but the s p o n s o r  o f  the leg is l a t i on sa id the d r aw  cou ld  not be 
un l im i ted .  Expend i t u r e s  f rom the R e spon s e  Fund were  l imi ted by wha t r ev enu e s  were 
p rodu ced  by the 5c per  barre l.  Leg is la t i ve  counse l  exp l a in ed  that, "through legislation ana 
statutes, rhe legislature establishes the purposes for which the fund can be used." In the 
F ind ings  and  Pu rpose  o f  the enac ted  p iece  o f  legisla tion, the leg is l a tu re e x p l a i n e d  their  
pu rpose  by s tat ing:

la  I The leg is la tu re  find s that the M arch 24. 1989. oil sp ill d isa s te r in 
P n n c e  W illiam Sound dem onstra te s a need f o r  the s ta te  to have an
independen t sp ill con tainm ent an d  c leanup  capab ility  in the event o f  fu tu re  
d isch a rg e s  o f  oil o r  a  haza rdous substance.

I hi It is rhe purpose of this Act to provide assurance to the people of the
state that their health, safery. and well-being will he 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 rhe state.

Uses o f  R e sp o n s e  Fund con t in ue  to e xp and

House  Bill 567 (Ch tv i .SLA90| ex t ended  the n u m b e r  o f  the pu rpo se s  o f  the fund wh ich  were 
to rev iew oil d i s cha rge  p r even t ion  and c o n t i n g en cy  plans: to c ondu c t  t ra in ing, r e sponse  
exe rc ises ,  in spect ions,  and tests in o r d e r  to veri fy state, mun ic ipa l i ty ,  and  indust ry 
p repa rednes s :  a nd  to ve r i f y  o r  es t ab l i sh  p r o o f  o f  f inancia l  re spons ib i l i t y .  T he  bill a lso 
c la r i f ied D E C ' s  repor t i ng  r eq u i r em en t s  on  the Re sponse  Fund  to in c lude  d e s c r ib in g  each 
persona l  s e r v i c e s  posi t ion and  total c om p en s a t i o n  for the posi t ion, e ach  con t r a c t  in exce s s  
o f  S20.000. a n a  each pu r ch a se  in exces s  o f  S I 0.000.:

House  Bill 566 |Ch 190. SLA 90) e s t ab l i shed  S E R C  in DEC. T he  oil and  h a z a r d o u s  s ub s t a n ce  
response  o f f i c e  in DEC  e s t ab l i shed  by Sena t e  Bill 264 w ou ld  s e rve  as s taf f  for  SERC .  
S E R C  was  to de s igna te  bounda r i e s  o f  local em e r g e n c y  p l a n n in g  d is t r ic t s  and  e s t ab l i s h  local 
em e r g e n c y  p l ann ing  c omm i t t e e s .  S E R C  was  to rev iew and ap p ro v e  local, r egiona l ,  and  state 
plans for h a z a r do u s  s ub s t a n ce  d i s cha rge  r esponse .

Hou.se B ill —7() had required the comm tssior :r cu’ D(£C io submit an annual reoon to (lie legislature. The 
report had to include me amount ol money expe sed from Ihe lund in the preceding fiscal year, the amouni anil 
source o f money received, a summary o f municipa l partic ipa tion in responses paid by the fund, a detailed summar. 
o f jeoanm cn i activ ities paid by the fund, and the projected cost lor the next fiscal year o f m on ito ring sues o il vpi.ll 
or hazardous waste sites. The report also had to include a summary o f contam inated sites, the threat these sues 
represented to nublie health or the environment, ana the cost and action needed to clean these sites.
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A H a z a r d o u s  Sub s t ance  Spiil T e chno lo gy  Rev iew  Counc i l/  wh ich  was  to rev iew and 
r e c o m m e n d  r e s ea rch  topics to DEC.  was  c rea ted  unde r  SERC .  The  bill c l a r i f i e d  that  the 
Respon se  Fund  was  to pay e xp en s e s  incur red by D M VA .  DES for r e s pon s e  c o r p s  a nd  depo t s  
when  p r e s e n t e d  wi th app rop r i a t e  d o c um en t a t i o n  by the divis ion.  T h i s  bill a l l ow ed  the 
R e spon se  Fund to be used tor  r e sponse  to a dec la r ed  d i sa s te r  em e r g e n c y  r e l a t ed  lo an oil or 
h a z a r d o u s  s ub s t a n ce  d ischarge .

House  Bill o7S [Ch my .  SLA a o |  c rea ted  a C i t i zens '  Ove r s igh t  Counc i l  on  Oi l  and  O the r  
H a z a rdou s  S ub s t a n c e s  in the legis la tu re (over s igh t  council).  The ov e r s i g h t  c ounc i l  wou ld  
reques t  mon ey  from the A la sk a  Leg is la t i ve  Counc i l ,  which  in turn w ou ld  s e e k  r e im b u r s em en t  
f rom the R e sp o n s e  Fund. The  ove r s igh t  counc i l  wou ld  d e t e rm ine  w he th e r  s t a te  and federa l  
agenc i e s  w e r e  ful f i l l ing thei r  respons ib i l i t i es  for the p reven t ion  and  r e s p o n s e  to oil and 
h a z a r dou s  re l ea ses.  The  ove r s igh t  counc i l  yvas to file an annua l  repor t  w i th  the leg is la tu re  
and g o v e r n o r  and m ake  po l i cy  r e c om m end a t i o n s  to prevent releases.

S ena te  Bill 25 ICh S3. s l a  m |  am en d e d  the au tho r i z ed  uses o f  the R e spon s e  F u nd  to inc lude 
mak ing  g r an t s  to a mun ic ipa l i ty  or  vi l lage that is a f f ec ted  by a re l ea s e  i n v o lvm c  
e x t r a o r d i n a r y  exp end i tu r e s  that are b e yond  ihe r ea sonable  capabi l i ty o f  the mun ic ipa l i ty  o r  
vi l lage to m ee t  f rom cu r ren t  r evenue  sources.  Sena te  Bill 165 (Ch a s .  SLA  u i |  a l l ow ed  t h e  
Respon se  F u nd  to be used to cons t ruc t  o r  r e f u r n i s h  one or  more  ferries so the ferr ies wou id  
have the capabi l i ty to assist in r e s pond ing  to oil or  haza rdous  sub s tance  spil l s.

L em r i a t u r e  pl avs  act ive role in s h ap ing  pu rpose  o f  fund

In add i t ion  to e x p a n d i n g  the pu rpo se  o f  the Respon se  Fund th rough  s t a tu to ry  am endm en t s ,  
the leg is la tu re  has  t aken an act ive role in s h ap ing  (he pu rpose  o f  the fund by a p p ro p r i a t i n g  
on a p ro jec t  spec i f i c  basis.  In FY 9? ov e r  S5d mil l ion was  app rop r i a t ed  f rom ihe R e sp on s e  
Fund. T h e  leg is l a tu re  was  spec i f i c  in the pu rpo se  o f  the app rop r i a t ion s  by  a l l o c a t i ng  each 
app ro p r i a t i o n  to ind iv idua l  projects . On  severa l  occas ions,  the leg is la tu re w a s  de t a i l e d  to the 
point o f  l i s t ing a spec i f i c  pro je ct 's  pu rpo se  and locat ion.  Fo r  ex am p l e  the a p p r o p r i a t i o n  for 
the N e a r s h o r e  D emons t r a t i o n  Pro jec t  reads:

Tiie sum oj SI .200.000 is appropriated '""u die nil and hazardous substance 
release response fund (AS 46.OH.Olth ;>• die Department of Environmental 
Conservation, division of spill prewntnm and response, for fiscal year 199s. 
tor nearshore strike (earn demonstration protects aiony the Gulf of Alaska 
coast and in southeast Alaska that are de\doped in consultation with the 
division of emergency services and the / ecnmal citizens' advisory councils in 
the affected re cion.

The  leg is la tu re  has cho sen  to supp lan t  gene ra l  lund app rop r i a t ions  w'ith R e s p o n s e  Fund s  
They  have  d o n e  so w hen  servi ces  previously iunt ied nui o f  the genera l  lund  qu a l i f i e d  lor

T h e  D iv i s i on o f Legis la tive Audit  conducied a Sunsoi \uU ii on the Deoanmeni o f Environmenta l Conserv anon. 
Hazardous Subsiance Spill Technology Review Council. Jaied N iwemocr 29. 1993.
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Respon se  Fund ing . For e x am p l e  in FY 93. ihe legisla ture chang ed  the fund ing  source  for 
o v e r  $950,000 in S P A R  m an a g em en t  cos ts  f rom the gene ra l  fund to the Re spon se  Fund. In 
addi t ion , when  DEC  r eques ted  capi ta l  app rop r i a t ion s  to c le an  up c on t am in a t e d  s u e s  where 
the Sta te was  the r e spons ib le  party, the legis la tu re c h a n g e d  the fund ing  source  to the 
R e spon s e  Fund from the gene ra l  fund.

Va r iou s  budge t ing  p ro cedu r e s  used to track Respon se  Fund expend i tu re s

T_v , ou t  ions f rom the R e spon se  Fund  were  made  to o t h e r  agencies .  This
m aoe  it very di f f icul t  for DEC.  as fund admin is t ra to r,  to m an ag e  expend i tu re s .  In an a t tempt 
to give D EC  grea te r  con tro l  and r e spons ib i l i t y  for ac t iv i t ies s uppo r t ed  by the Respon se  Fund, 
e spec ia l ly  those  o f  o t h e r  agenc ie s ,  the legi s la tu re put the ent i r e  Re sponse  Fund  app ropr ia t i on  
in to the f ront  sec t ion  o f  the FY 92 budge t  bill |Ch 73. SLA 9 1 j. Thi s  had the eff ec t  o f  great ly 
i nc reas in g  the c omp lex i t y  o f  a c coun t in g  for Re spon se  Fund  expend i tu re s .  T o  gain access 
to the Respon se  Fund  app rop r i a t ion .  D EC  was  for ced to use in t ra-agency r e imbur sab le  
s e rv ice s  a g r e emen t s  (RSAs) b e tw een  i tse l f  and  the R e spon se  Fund . D E C  wou ld  then fund 
a p p ro v ed  pro ject s  f rom o th e r  agen c i e s  such as D M V A  and the D epa r tm en t  o f  Fish and  G ame  
(DFG) via inter-enti ty RSAs.  Th i s  c rea ted a cha in  o f  in te r lo ck ing  RSAs  wh ich  made  it very 
di f f icul t  to t rack e x p end i t u r e s  re la ted  to the Respon se  Fund.

D if fe ren t  budge:  p roce s se s  were  used m FY 93 and FY °9

D E C  took a more  e f f e c t iv e  role in the m a n a g em en t  o f  the Re spon se  Fund  in FY 93 and 
FY  94. Fo r  FY  93. D EC  no t i f ied othe r  agenc i e s  that  th ey mus t  file a formal  reques t  for any 
j c iY i t i e s  th ey  wan ted  fund ing  wi th Respon se  Funds .  This p ro cedu re  imp rov ed  coo rd inat ion , 
but was  un t ime ly .  By the l ime a g en cy  reques ts  had been  received,  r ev i ew ed  by DEC.  and 
f o rwa rd ed  to ihe Off ic e  o f  the Gove rno r .  Off ice  of M an a g em en t  and Budge t  (OMB) with 
D E C ' s  r e c omm end a t i o n :  the S ta l e ' s  budge t  had essen t i a l ly  a l r eady  been submit ted .

D E C  fo l lowed  the same  in t e r a g en cy  p roces s  for the FY 94 budge t,  but the m em o r a n d um s  
were  s ubm i t t e d  to the o t h e r  a gen c i e s  in a t ime ly  manner .  D EC  rev iewed the reques ts  based 
on the an t i c ipa ted  s t a tu to ry  r eq u i r em en t s  those agenc i e s  n e e d ed  to fulfill. D E C  submit ted  
to O M B  a list o f  a l lo ca t ions  o f  R e spon se  Funds  D EC  r e c om m end e d  for app rova l .  O M B  has 
the final app rova l  au tho r i ty  in m ak in g  r e c om m end a t i o n s  to the gove rno r ' s  budget .

Excep t  for tw o  notab le app rop r i a t ion s . '  there were  no di rect  ope ra t i ng  app rop r i a t i o n s  to 
agen c i e s  o t h e r  than D E C  in FY 93. Howeve r ,  di rec t  capi ta l  app rop r i a t ions  w e re  made  to 
o the r  a g e n c i e s  for c l e anup  o f  c o n t am in a t e d  sites. In FY 94. no " f r on t  s e c t i o n "  a pp rop r i a t i o n s  
were  m ade  to D EC  excep t  for the t r ans fer  i r om  the oii su rcha rge  and m it ig a t i on  a c coun t s  to 
the R e sp on s e  Fund. The  S P A R  d iv is ion  is the di rect  r ec ip ient  o f  tne funds .  S P A R  is 
r e s pons ib le  for RSAs  b e tween  D E C  and other  agencies .

The two FY 93 appropriations made ic ayencies other inun DEc were. $ /,500 .0 !XI app rop ria t'd ic llie Alaska 
M arne H iehwus Ferr\ Replacement Fund and SZ3'.3<X) app rop ria te io Hie le g is la t e  Council to r the Queens 
Osersieh l Council on O il and O iher Haaaraou.s Substances.
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Reimbursable Services Agreement extensively used for Response Funds expenditures

D E C  en t e r e d  in to 16 R SA s  with o t h e r  agen c i e s  in FY  92 and  en t e r ed  in to 17 R S A s  ssiih 
o t h e r  a g en c i e s  in F' i 93 whe re  the p r im a ry  fund ing  sou rce  was  the R e s p o n s e  Fund . In 
add i t ion .  D E C  had 17 inte rna l  R SA s  b e tw e en  its ow n  d iv i s ion s  in FY 92 and  16 internal 
R SA s  in F >  93. R e sp o n s e  Fund  exp end i t u r e s  on  both in ternal  and  ex te rna l  R S A s  c om b in e d  
to ta l led a lm o s t  S I 6 m il l i on  in F^t 92. In FY  93. there  were  o v e r  S6 m i l l ion  in R e spon se  
Fund  RS.A e xp end i t u r e s  re i a t ed  to FY  92 R S A s  and  o v e r  SS m il l i on  on FY  93 RSAs .

Agen c i e s  p r ov id e  m in im a l  s uppo r t i n g  in fo rm a t io n  to D E C  lo r  thei r  RS.A e x p e n d i t u r e s  when  
r eque s t ing  r e im b u r s em en t  f rom the R e sp on s e  Fund. G ene r a l l y  the s uppo r t i n g  s u m m a r y  o f  
a c c oun t i n g  in fo rma t io n  p r ov id e s  l im i t ed  deta i l  o f  the a gen c i e s '  ac t iv i ty,  e s p e c i a l l y  those 
r e l a t ed  to p e r sona l  servi ce s .  D E C  requ i re s  cop i e s  o f  invo ic es  for p u r c h a s e s  e x c e ed i ng  
spec i f i ed  d o l l a r  amoun t s .  M a n y  o f  the R e sp on se  Fund R S A s  requ i re  q u a r t e r l y  r e p o n s  be 
s ubm i t t e d  to D E C  pro ject  manage r s .  E x am p l e s  o f  ind iv idua l  ex te rna l  F Y  92 and  FY 93 
RSA s  are i n c lud ed  in T ab le  D o f  this r epon .
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REPORT CONCLL'SIONS

As e xp l a i n ed  on  page I.' ol B a c k g r o u n d  In fo rma t ion .  SB  260. wh ich  e s t ab l i shed  the 5c per 
barre l  s u r ch a rg e  on t axab le  . .1 p ro du ced ,  in d ica ted  the pu rpo se  c f  the su r cha rg e  was  for the 
"stale to have an independent spill eontui/inic/tt and cleanup (.apuhilitx in the event of future 
discharges [emphasis added I of nil or a hazardous substance." U nd e r  the p rov i s ion s  o f  the 
bill, the r ev enue  gen e r a t e d  by the s u r ch a r g e  was  to be a p p ro p r i a t e d  to the Respon se  Fund.

T h e  R e spon se  Fund had a l r cadv been  used  to a dd r e s s  c l e a n u p  o f  ex i s t ing  con t am in a t e d  sites. 
Th i s  resu l ted  in a s i t ua t i on  whe r cbv  the m a j o r  lu nd ing  sou rce  ol the R e spon s e  Fund had the 
mo r e  n a n o w  lo cus  o f  b e i ng  u s ed  for f u t u r e  d i s c h a r g e s .  Bui the act iv i t ie s ol the Response  
Fund  i tse lf  we re  broader,  in tha t  they ad d r e s s e d  Lne resul ts  o f  hi s to r i ca l  oil and  haza rdous  
s u b s t a n c e  spills, i.e.. c o n t a m in a t e d  s i tes . '

M e m b e r s  o f  the oil and  gas  i n du s t r .  have  ex p re s s e d  d i sm ay  at how  the e x p and ed  uses o f  the 
fund, pa r t i cu la r ly  as it is b e i ng  used to c l e a n u p  ex i s t ing  c o n t am in a t e d  sites, does  not meet 
th e i r  u nd e r s t a n d i ng  o f  the r e a son  for the s u r cha rg e .  The r e  are c l a im s  that "there have bee: 
abuses ro the oil spill jund since it was established in [989." S u ch  a rgumen t s  appea r  to 
us to be based on  the em ph a s i s  on  futu re d i s c h a rg e s  that  was  p l a c ed  on the 1939 imposi t ion 
'>f the su rcha rge .  As  q u o t e d  above ,  this em ph a s i s  was  p a n  o f  the F ind ings  and Pu rpose  of  
S en a t e  Bill 260. The F in d in g s  and  Pu rp o s e  does  not ca rry  the deg re e  of au tho r i ty  that an 
e n a c t e d  s ta tu te does.

T h e r e f o r e  AS  46.0S.0-f0. P u rp o s e s  o f  the Fund, is the ov e r r i d ing  author i tx on app ropr ia te  
uses  o f  the fund. At p a ym en t  dat e,  the s u r ch a rg e  b e c om e s  an un re s t r ic te d  r evenue  to the 
State,  a ibei t  f rom a spec i f i ed  sou rce .  Jt is the p r e roga t i ve  o f  the leg is la tu re  io d e t e rm ine  the 
be t .  use o f  the S ta t e ' s  u n r e s t r i c t e d  r evenue s .  Spec i f i c  c l e a n u p  act iv i t i es  c i ted by an oil and 
gas indust rv g r o up  as be ing  in app rop r i a t e  uses oi the R e sp on s e  Fund  include "cleaning up 
state lumpgmunds. state airports, responding to i iiionne leaks and having new ferries." 
All o f  these spec i f i c  p ro jec t s  are app ro p r i a t e  uses  o f  the R e spon s e  Fund; the first two 
invo lved  c l e a n u p  o f  c o n t a m in a t e d  sites; the th ird pro je c t  is a r e sponse  to a haza rdous  
s ub s t a n ce  spill; and the fou r th  i tem is a spec i f i c  a l l ow ed  use o f  the fund unde r  e xp and ed  
legis la t ion .  Howeve r ,  the d i c h o tom y  b e tw e en  the pu rpo se s  o f  the lund  and  the pu rpose  of

Purposes ot :he Response Fund prevail over contradictory purpose oi maior funding source

"in 1986 during comm ittee meetings regard ing the m il orig ina ting the Response Fund, the comm issioner o f DEC 
had made it clear he intended cleanup ac tiv itie s irom the Response Fund to address both cument and past spiil 
a c tiv ity Tne fina l legislation was silent as to wnat time period would be used to determ ine cleanup activities. In 
addinon. the purposes o f ihe Response Funa were exoanued in 1 ^ 9  jn (j  nase continued to expand since that unic-

Quo ie came fron t an arucie en titled " XOGA s p o r t s  m il to n \ the oil-sp ill-response fund ." which was 
published in the Forum ,Letters section o l the Ancncrage Daily News on N c .-vnbe r 27. ! o yJ. T lie letter was written 
by A rd ie Gras, who i> the pub lic affa irs manager o i the Alaska O il ano Gas Association.
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r.he m a jo r  f und ing  .source ha.', crea ted a con t i n u ing  con t r ov e r sy  abou t  the a pp ro p r i a t e n e s s  o f  
how  the fund is be ing usea.

Cur ren t  spiil re se rve  ba lance  c lose to D EC  coal  for a dequa te  r e sponse

As o f  the end  o f  FY 93. the un r e s e rv ed  ba l ance  o f  the spill r ese rve  was  S27.084.100. In a 
draf t  repor t.  D E C  sta ted the spill r ese rve had two  p r imary  pu rpose s .  O n e  was  to add re s s  
cos ts  faced by commun i t i e s ,  mun ic ipa l i t ie s,  and  vi l lages  in r e s pond in g  to a m a j o r  spill 
incident . T he  second  pu rpose  wou ld  be to c o v e r  state costs . D E C  has a goal o f  depo s i t i n g  
and ma in t a in in g  S30 mil l ion in spill r e se rve  for these two  pu rposes :  S10 m i l l ion  for 
commun i t i e s ,  mun ic ipa l i t ie s,  and  vi l lages: and. S20 mil l ion for the State.

A la ska  Sta tu te  29.60.510 sta tes in par t  that  the c om m i s s i o n e r  o f  the D ep a r tm en t  o f  
C om m un i t y  and  Reg iona l  Affa i rs  “may not expend not more than SI 0.000.000 o f ’.he balance 
of rhe fund that is appropriated to rhe spill reserve or of rhe unrestricted balance of the fund 
for grants authorized under this section. . ." The  othe r  S20 m il l i on  in the spiil r e s e rv e  may­
be acces sed  by  DEC.

A l lowed  uses inc lude costs neces sa ry  to invest iga te ,  eva luate ,  con ta in,  c l e an  up. and  take 
o the r  n e ce s s a ry  action, to add re ss  a re l ea se  or th rea tened  re l ea se  o f  oil or  a h a z a r dou s  
substance.  S u ch  re lease or th rea tened r e l ea se  mus t  pose an im m in en t  and  subs tan t i a l  threat  
to the pub l ic  heal t h or  we lfare,  or  to the e nv i r onmen t .  O n e  reason for hav ing  the spiil 
r ese rve is for an imm ed i a t e  source  o f  s tart-up cash  in the e ven t  o f  a c a t a s t r oph i c  spill . It is 
e s t ima ted  that 550 mil l ion wou ld  last abou t  10 days  in a spill the m agn i t u d e  o f  Exxon 
I ‘aide:.

Soil! r ese rve  ba l ance  and  the 5c su r cha rg e  su spen s io n  fo rmu la  are un re l a t ed

As d i scu ssed  above,  the Sta te had ove r  527 mil l i on  set as ide in the spill r e s e rv e  to r e spond  
to future sp i l l s  as o f  the end  o f  FY 93. T he  ca lc u la t i on  for d e t e rm in in g  the s u s p e n s i o n  of  
the 5c s u r ch a rg e  had a de f ic i t  ba lance o f  ove r  5.Y5 mil l ion as o f  the s ame  time. It s hou ld  
be r ecogn ized  that there is a di f f e rence  b e tween  the ->piil r e se rve  b a l ance  and the s u r ch a rg e  
suspens ion ba lance .  The  d i f f e rence  be tween  these two is based  on the r evenue s  that  g o  into 
ca lcula t i ng  each  balance.  The facing page  i l lus t ra tes die d i f f e r ence  b e tw een  the s u s p e n s i o n  
ca lcul a t i on  and  the ba lance  o f  the R e spon se  Fund.

The  527 mil l i on  set as i de  to respond  to spills inc ludes  all r evenue  sou rces,  i.e., fines, 
penalt ies, d amage s ,  su rcha rge  revenues, and add i t iona l  gene ra l  fund app rop r i a t ion s .  W h i i e  
the su spen s ion  ca lc u la t i on  on ly  cons ide r s  su r cha rg e  revenues.  Both the spill r e s e rv e  and  
suspens ion  cumu la t ion  con s ide r  cumu la t i v e  expend i tu re s .

D EC  lacks au tho r i ty  and  capab i l i ty  o f  mon i to r ,n e  p i  her a e enc ie s  R e spon se  Fu nd  e x p e nd i t u r e s

Al ihou i 'h D E C  is the adm in i s t r a to r  o f  the Respon se  Fund, the d e p a r tm en t  lacks the a u tho r i ty  
to control  the s p e nd in g  o f  o the r  agencies .  Further . DEC  does  not have the p e r s o nn e l  to
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SURCHA RG E SU SP EN S IO N  vs. 
R ESP O N SE  FUN D  BALANCE

Surcharge

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

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

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



mon i t o r  or aud i t  the a pp ro p r i a t e n e s s  ot' o t he r  agenc i e s '  expend i tu re s .  O the r  agenc i e s  h av e  
had acces s  to the R e sp on se  Fund  th rough the use  o f  RSAs. A cco rd ing  to A la ska  
Adm in i s t r a t i v e  Manu a l  40.060. an RSA is an inter-enti ty t ransfer  whe r e  one  a g e n cy  i* 
r e imbu r s ed  for cos ts  a s soc ia t ed  w i th  servi ces  p rov ided  to ano th e r  agency .  As adm in i s t r a t o r  
o f  the R e sp on s e  Fund. D E C  has been forced to en t e r  in to RSAs  for wh ich  the a g en cy  has  
l imi ted in he ren t  in tere s t  or expe r t i se .  In s om e  cases, the RSA rep re sent s  a pro je ct  or  budoe t '  
r eques t  for w h ich  D E C  did no t  o r ig ina l l y  endo r se  or suppo r t  the e the r  a g en cy ' s  r eques t  for  
acces s  to the R e spon s e  Fund.

DEC  has  m ade  it a s t anda rd  p rac t i ce  on all RSA s  with o the r  agencies  to requ i re  five p ieces  
o f  i; fo rma t i on .  Th is  in fo rma t io n  is requ i red  in order  for D E C  to fulfill its annua l  r epo r t ing  
r equ i r emen t s  to the leg is la tu re.  D E C  requ i re s  the se rv ic ing  agency  to provide:

1. a l is t ing o f  e ach  pos i t io n  con tro l  n um be r  fPCN) with title and  the am ou n t
c om p en s a t e d  the posi t ion:

2. cop i e s  o f  all con t r a c t s  in exce s s  o f  S20.000 and  ail sub sequen t  am endmen t s ,  a nd  
cop ie s  o f  all R SA s  with the Un ive r s i ty  o f  A la sk a  in excess  o f  S20.000 and ail 
s u b s e qu en t  am endm en t s :

3. d o c um en t a t i o n  o f  e a ch  p u r ch a s e  in exce s s  o. S 10.000;

4. the am ou n t  paid to each  mun ic ipa l i ty ,  c ommun i ty ,  or vi l lage: and

5. R S A s  to other state a g en c i e s  funded by the R S A  must a lso report the in format i on
reques ted in i t ems 1 through 4.

Many o f  the R e sp on s e  Fund R S A s  require quarterly reports be submitt ed to D E C  project  
managers .  The  reports are g en era l ly  submitted: however , the extent o f  in format ion varies  
be tween  s e rv i c ing  ag enc i e s .

DEC  has spen t  an in o rd in a te  am ou n t  o f  t ime t ry ing to m on i t o r  RSAs with  o the r  agenc i e s .  
D EC ' s  e x p e r i e n c e  has been, in a p rac t ic a l  sense, the d e p a r tm en t  has no p ow e r  to m on i t c '  the 
exp end i t u r e s  or  d eny  a r eques t  for funds f rom othe r  agenc i e s .  An examp l e  o f  the la ck  o f  
power,  is p r o v id ed  for by an FY  92 r e imbu r s em en t  request:  the Depa r tmen t  o f  Fish a n a  
G am e  (DFG) c am e  to D E C  and w an ted  r e imbu r s em en t  for expend i tu re s  that D F G  cou ld  no t  
suppor t ;  D E C  ini t ia l ly re fused r e imbu r s emen t :  but because  the only a l t e rna t i ve  left to DFG  
wou id  be to r eques t  a s u p p l em en t a l  app rop r ia t i on .  D EC  s ta f f  was  dTec ted  to p a y  the RS.A 
r e im bu r s em en t  r eques t

Cri ter ia for a l lo ca t ing  r e sou rc e s  w im in  SPAR  varies hv ore a ram

The on ly  R e sp on s e  Fund expend i tu r e s  that DEC  has direct control  over  are the e xpend i tu r e s  
actual ly made  by the department, the majori ty o f  wh ich  occur  in the S P A R  d iv i s i on .  Tlie 
criteria used by S P A R  in d e t erm in ing  wh ich  projects wi ll  be undertaken var i es  b e tw een  
programs.  S P A R  can ex e r c i s e  di scret ion when  a l locat ing resources for the f o l l ow in g
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se rvi ces :  spill response, r ev i ew ing  and res t ing con t ingency  plans, and  c on t am in a t e d  -me 
c l e anuc .

i R e l e a s e  d epend s  on tire risk oc^eri bv a spi l l : The G o v e r nm en t  P r epa redne s s  and 
R e sp on se  P rog ram with in  S P A R  is cha rg ed  wi th r espond ing  to spills chat pose an 
im m inen t  and substan t ia l  threat  to publ ic heal th or the e nv i ronmen t .  No prese t  po l icy 
exi s t s  as to which  spii l s  will be r e sponded  to in a reg ion. D e t e rm in ing  if a spill poses  
an im m inen t  and substan t ia l  th reat  is a sub ject iv e  process .  Eve ry  reg ion and dist rict  
has t aken into c on s ide ra t i on  a m y r i a d  o f  factors and  deve loped  its own  m e thod  for 
de c id ing  whe the r  a spill wa r r an t s  a response.  C om m on  cr i teria for r esponse  among  
reg ions  inciude p rox im i ty  o f  a spill to popu la t i ons  and  wate r  source, size o f  spill, and 
type o r* spiil. The  level o f  r e sponse  can va ry f rom r e spond ing  vi a te lephone,  to 
mon i to r in g  the c leanup,  to taking the lead in response  th rough a con tracto r .

P rog re s s  in r ev iew ing  c o n t i n g en cy  c lans  has lagged beh ind a g en cy  p ro je c t ion s : As 
d i s cu s s ed  in B a ckg round  In fo rmat i on , the Exxon Valde: oil spill c au sed  ma jo r  
rev is ion s  to the s ta tu tes  that set forth r equ i remen t s  for oil d i s cha rge  p reven t ion  and 
c o n t i n g e n cy  pl ann ing .  As a resul t o f  the new statutes. S PA R ' s  IPP  was  requi red to 
draf t  new' regula t ions .  T h e s e  r egu l a t ion s  forced a ffe c ted ope ra to r s  to e i ther prepare 
c o n t i n g e n cy  plans or m ak e  am en dm en t s  to their  exi s t ing plans.  The  new' regula t ions 
a ls o  c re a ted  the need for ‘echn ic a i  ass is tance  to be prov id ed to those  opera to rs  who 
were  e i th e r  draf t ing amended ,  or d ev e lop ing  n e w . con t i n gen cy  plans.  IPP has focused 
thei r  r e sou rce s  on dr a f t ing  new-- regula t ions,  prov id ing technical  a ss is tance  to opera to rs 
and  r ev i ew ing  con t i n g e n cy  plans.

As  a resul t  o f  the n ew  regu l a t ion s  wh ich  became e ffec t ive  in A ugu s t  1992. a large 
n um be r  o f  new- and am en d e d  p lans  were  ' i i bmu ied  to IPP. To cope  with the influx 
o f  p lans  requi r ing rev iew, regu l a t ion s  p rov ided  for a t rans i t ional  per iod.  Dur ing  this 
per iod.  IPP was  pe rm i t t ed  to r ev iew the plans in a p r ede t e rm ined  order  o f  priori ty.

R ev i ew  o f  con t i n g en cy  pians has  fal len behind agency  p ro ject ions.  A lmos t  
200 c o n t i n g en cy  plans requ i red  app rova l  by IPP. Mos t  o f  the s ubm i s s i o n s  requir ing 
app rova l  are am en dm en t s  to exi s t ing plans  ti'.at were  p rev ious ly  a pp roved  unde r  the 
oid r egula t ions.  T he s e  p lans  con t i n ue  to be c on s i de red  a p p ro v ed  until plan 
a m en dm en t s  that in co rpo ra t e  the new regu la t ions  nave been  r ev iewed .  O f  the a lmos t  
200 plans,  on ly  30 nave  been app ro v ed  unde r  the new  regu la t ion s  a.r o f  D e c em be r  9. 
1993. However ,  m a n y  plans are in :he tin.il s tages o f  r ev i ew  and. a c co rd ing  to DEC 
staff, mos t  shou ld  be app ro v ed  by the end  o f  1994.

A success fu l  oii spill p r e ven t ion  p rog r am  is c om po s e d  o f  in te r re la ted parts. The 
s ucce s s  o f  IPP is d e p end en t  on the c om o m e d  s t rength o f  its fac i l i ty inspect ions,  oil 
spill dril ls, c o n t in g en cy  plans, and  f inancia l  respons ib i l i ty  sect ions.

C on t i n g e n c y  plans mus t  be tes ted and facil it ies in spected to p r ov id e  a s su r ance  that 
p e r sonne l  are being t r a ined and that e qu ipmen t  and r e sou rce s  are ava i l ab le  and can 
be mob i l i z e d  qu ickly.  To  help speed  up its con t i n gen cy  plan r ev iew  process .  IPP has
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shif ted r e sou rc e s  aw ay  from pe r fo rm  tne 
oii ■'pill dr il l s and  facil i ty in spect ions.

As a resul t, m o s t  o f  IPP  drill act iv i ty  
has  been  l im i t ed  to ove r s igh t  o f  
indust ry- ini t ia ted dr il l s and  f ewe r  
in spec t ions  have  been pe r fo rmed .  Once  
the r ev i ew  proces s  has  a dv anc ed  to a 
po in t  whe re  the p rog r am  is r ev i ew ing  
c o n t i n g e n cy  p lans  on a r egu l a r  rota t ional  
basis, S PA R  p lans  to shi ft  its IPP 
re sou rce s  back  to tes t ing con t i n g e n cy  
p lans  th rough  depa r tmen t- in i t ia ted  dr il l s 
and  in spect ions.

Pr ior i ty for c o n t am in a t e d  si tes p e rce ived  
d i f f e r e n t l y ; One  o f  the m a jo r  pu rpo se s  
o f  the C on t am in a t e d  Si tes R emed ia t i on  
P rog ram  is to de t e rm in e  the pr io r i ty  (see 
s ideb a r  to the r ight  for a d i s cu s s ion  on 
the Haza rd  R ank ing  Mode l,  wh ich  is 
used to pr io r i t ize sites) in which  s i tes 
s hou ld  be add re s sed .  Thi s  is n e c e s s a ry  
so that  r e sou rc e s  can be a l l oca ted  in 
s uch  a w av  that the si tes wh ich

H azard  R ank in g  M odel

The Hazard Ranking Model is the 
p rim a ry  tool a va ila b le  to the 
Contaminated Site Remediation Program, 
to determine caseload priorities. The 
hazard ranking model is an exposure 
model 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 
model 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 health and 
the environment.

DEC 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 imo 
consideration certain elements. In 
practice, the ranking score is considered 
one of many indicators when determining 
caseload priorities.

r ep re s en t  the g rea te s t  r i sk to the publ ic
and the e n v i r o nm en t  are add re s sed  first —  rega rd le s s  o f  owne rsh ip .

A l t h ough  centra l  off ice  pr e sen ts  pr io r i t iz a t ion as one  o f  the p r o g r am ’s ma in  emphas e s ,  
a s t a t ew id e  list o f  all c on t am in a t e d  s i tes in pr io r i ty  o rde r  does  no t  exist . Ins tead, 
re sou rc e s  are a l lo ca ted  based  on tne ident i ty o f  a r e spons ib le  party, thei r  w i l l in gness  
and  capac i ty  to c lean  up. si te prior i ty when  known, and the am ou n t  o f  publ ic in teres t  
in a site,

As d i s c u s s ed  in O rg an i z a t i o n  and Func t ion .  S P A R ’s centra l  o ff ice  is r e spons ib le  for 
d e v e lop in g  po l i cy  and p ro v id ing  techn ica l  a s s is ta nce  to reg ions  and  dis tr icts . W ork  
on c o n t am in a t e d  si tes is a c comp l i s h ed  at the dis t r ic t  level wi th suppo r t  f rom their  
region. Mos t o f  s t a f f  t ime at the dis t r ic t  level is spen t  p rov id ing  ove r s igh t  ic 
r e s pon s ib l e  pa r t ies w ho  are wi l l ing  to p e r fo rm  c eanup.

The  logic beh ind  add re s s in g  wi l l i ng  r e spons ib le  par t ie s (RPs) is s imple .  He lp ing  
w i l l ing  RPs is ef f ic ien t  in that mo r e  si tes are c l eaned  up  by ove r s igh t  than by wo rk ing  
wi th un coope r a t i v e  RPs  or by  taking state lead in c leanup. The  o the r  mo t iva t ion  
beh ind  he lp ing  RPs  is a s o c i o e c o nom i c  concern .  RPs  are of ten s t imu la t ed  to c lean 
up their  sue b e c au s e  a real estate, cons t ruc t ion , or s om e  othe r  f inancia l  t r ansac t i on  is 
invo lved .  In the pas t  w hen  D E C  s ta f f  e xp la in ed  they did not have t ime to mon i to r
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c l e a n u p  or a "ire. rhe RP  con tac ted  (heir legislator . who  in turn c on t a c t e d  the d is i ru 
and  in s is ted  their cons t i t uen t  be ass is ted .

it is not  u n c om m on  for pol i t ical  p r e s su r e  tc play a role in the w ay  r esou rces  tire 
a l lo ca ted .  In the past. Mies, wh ich  we re  a lower pr io r i ty relat ive to o the r  sites, nave 
r e c e iv ed  funding because  o f  an h e i g h t e n e d  interes t in the site taken by the genera l  
publ ic,  the gove rnor,  or a pa r t i cu la r  legis la tor .

District personnel1 reluctant to initiate state-lead in contaminated >ite cleanup: For a
si te to be e l ig iole for state-lead, po ten t ia l  RPs mus t  be ident i f ied and  an ex t en s ive  
no t i f ic a t i on  p rocess  mus t  be c om p l e t e d .  B ecau se  state-lead si tes are labor  in tens ive, 
d is t r ic t  pe r sonne l  are re luctant  —  or do  not have the r esou rces  —  to condu c t  RP  
s ea r che s  or  ao th rouah  the no t i f ic a t i on  process .

Dis t r ic t  pe r sonne l  are a lso hes i tant  to take  state lead because  they feel their  roie 
s nou id  be one of service a gen cy  ra the r th an  en fo r c emen t  agency . R a th e r  than caking 
the iead in c l e anup  and ho ld ing the RP  liable, s ta f f  wan t to neip RPs f ind some way  
to a s s um e  responsibi l i ty .  False p r om i s e s  f rom unwil l i ng  or incapable  RPs  nave a lso 
s l ow ed  dow n  the p rocess  o f  c l e an ing  up .sites wi th state-lead m on ew

B ecau s e  o f  the am ou n t  o f  r esou rces  r equ i r ed  tc ident i fy state-lead si tes and  a genera! 
r e l uc tance  by dis t r ic t  staff, the p r o g r am  does  not have  a c omp le t e  'listing of 
c o n t am in a t e d  s tate-lead sites.

'S.
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FINDINGS W D  RECOMMENDATIONS

R e c om m en d a t i o n  N o — - ■ ■■ —- —- »

Tine legislature shouid make >tatutor. chanties to cianrx the role or the fund admim-araicr.

A. Currentlx there ?- no cjcarcut criteria m place Mating how DEC should "manage'' Me 
Response Fund.

In o r d e r  to be proper ly e v a l u a t e d  as, tiie r'und adm in i s t r a to r .  D EC  needs  the leg is la tu re  
to c l a r i f y  the i r  e x p e c t a t i o n s  o f  the d e p a r tm en t ' s  role. A l a sk a  Sta tute -6.0S.050 
id en t i f ie s  tw o  a c coun t in g  du t i e s  o f  DEC.  Th is  s ta tu te says DEC

(1) shal l  main ta in  a c c oun t i n g  r eco rd s  s h o e i n g  the i n come  and e xp en s e s  o f  :he 
fund:  and

(2) shal l  d e x e iop  p ro c e du r e s  gov e r n i n g  the exp end i tu r e  of. anc  a c coun t ing  for. 
m on ey  e x p e n d e d  f rom  the fund.

Th is  s ta tu to ry  r eq u i r em en t  has not been am en d e d  s ince  the Re spon se  Fund  was  first 
e s t a b l i s h e d  :n IRtSo. The  du t i e s  were  app rop r i a t e  w hen  the fund was  used to r e spond  
to e m e r g e n c y  spills, and  D E C  was  vi r tua l l y  the on ly  use r  o f  the fund. But D EC  lost 
its e f f e c t i v e n e s s  as a dm in i s t r a t o r  w hen  the R e spon s e  Fund began to be used as a 
f und ing  s ou rc e  for a n u m b e r  o f  pro ject s  m an a g e d  by many  dif ferent  agencies .

As e x p l a i n e d  on  page 22 oi Repor t  C on c lu s i o n  . D EC  has spent  an inord in a te  am ou n t  
o f  t ime  t r y ing  to m on i t o r  the a pp rop r i a t e n e s s  o f  e x p end i t u r e s  made  by o the r  agenc i e s .  
It has b e e n  di f f i cu l t  for  D E C  to mon i t o r  the a pp ro p r i a t e n e s s  o f  r e im b u r s em en t  
r eque s t s  f rom  o the r  a g e n c i e s  when  the se rv i ce  p r o v id e d  is b e y ond  DEC ' s  in teres t  o r  
expe r t i s e .  D E C  is of ten  pu t  in the pos i t ion  o f  h av in g  to a pp rove  for r e im b u r s em en t  
an e x p e n d i t u r e  for wh ich  the d e p a r tm en t  has. no wav  o f  d e t e rm in in g  rep re sen ts  a va l id 
p ro jec t  cos t .  D EC  has not  e x p e r i e n c ed  as m a n y  p r o b l em s  on  those  RS.As w ith  o t h e r  
a g e n c i e s  for s e rv ices  w h i c h  the d e p a r tm en t  w ou ld  no rma l l y  con tract .

D E C  has.  w i th  the a s s i s t a nce  o f  O f f ic e  o f  the G ove rn o r .  Off ic e  o f  M a n a g em e n t  and  
B udge t  (OMB) and Leg i s l a t iv e  Finance , d e v e l o p e d  an adequa te  budge t  p ro ce s s  
s h o w in g  a pp rop r i a t i o n s  in to  and  ou t o f  the R e spon se  Fund. D EC  can  t rack 
a l l o c a t i o n s  to spec i f i c  pro ject s .  The- d ep a r tm en t  has  a lso d e v e lop ed  an in te rna l  
p r o ce s s  to r ev i ew  o the r  a g en c i e s '  R e spon se  Fund r eque s t s  and m ake  r e c om m end a t i o n s  
to O M B  for inclu s ion  in the G ov e rn o r ' s  budge t .  T he s e  du t i e s  are a pp rop r i a t e  for 
D E C  to fulfi l l  in its role as fund adm in is t r a to r .

W e  r e c o m m e n d  the l eg is la tu re  am end  part < I ) o f  AS -o.OS.050 to state that  D E C  
shall d e v e l o p  p ro cedu r e s  g ov e rn i ng  the e x p end i t u r e  of. and  accoun t i n g  for. m o n e y  

•expended f rom the lund  io r  act iv i t i es  o f  thei r  own  dep a r tmen t .  O the r  a g en c i e s  wry
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r ece iv e  mon ie s  f rom die R e sp on se  Fund m u s i  d ev e lop  thei r  ow n  p ro cedu r e s  governin'.: 
the e x p end i t u r e  of. ai.d ac coun t in g  for. m o n e y  e xp end ed  from the fund. To  r e c e d e  
r e im b u r s em en t  f rom the R e spon s e  Fund, o the r  agenc i e s  mus t  s u bm i t  to DEC the 
de t a i l ed  in f o rma t ion  r equ i red  to be in c luded  in the a nnua l  repor t  on  the Response  
F und ' s  act iv i t ies .  D EC  shail  re ly on the o t h e r  a genc i e s '  in ternal  p ro cedu r e s  when 
r e spond in g  to a r eques t  for r e imou r s emen t .  T he  leg is la tu re  may  reques t  Div is ion o f  
Leg is la t i v e  A ud i t  to r ev iew  the p ro cedu r e s  d e v e lo p ed  by each  a g e n cy  and  audit  that 
a g en cy ' s  exp end i tu r e s  aga in s t  the Re spon se  Fund .

B. S om e  o f  the in fo rma t ion  D EC  Is reuui red to m o n m  in their  annua l  repor t  is e i ther too 
vo lum in o u s  or to unce r ta in  to p rov id e  mean imafu i  in fo rma t io n  to the le g i s l a tu re .

In fo rma t i on  reuu i red  by AS  46.08.060 to be inc luded  in DEC'S  annua l  r epor t  is as 
fol lows:

(1) a s um m a r y  o f  the s i tes ident i f ied by the depa r tmen t :

(2) the imm ed i a t e  and  long-term th reats  to the publ ic  heal th  or we l fa r e  or to the
e n v i r o nm en t  posed  by tnese  Mtev and

(3) the a pp rop r i a t e  a c t i o n s  n eeded  to aba t e  these threats , and thei r  e s t im a t ed  cost.

D EC  has  not been p rov id ing  this in fo rma t ion  as  part o f  the annua l  repor t  because  o f  
the v o lum e  and  unce r t a in ty  o f  in fo rma t ion  invo lved . D E C  has in d ic a ted  this 
in fo rma t io n  is ava i l ab le  for review m the i r  off ice  in the S ta t ew id e  List  o f  
C on t am in a t e d  Sites. A list o f  c o n t am in a t e d  ' i t e s  da ted  N o v em b e r  3. 1993. wh ich  is 
104 pages  long, c on ta in s  s ite n am e  and address and naza rd  r ank ing mode l  sco re on 
1.858 sites, o f  wh ich  338 are in a c iO 'cJ  ' i a tu s  and  1.520 are in an ac t ive  s tatus.  O f  
the 1.520 act ive sites. 240 s i tes are unran.se-J. and  38 s i tes c anno t  be r an k ed  due  to 
lack o f  in fo rma t ion  ava i l ab le  on  the Mie In add i t ion  to the known  sites. DEC  is 
aw a r e  that  there are l ikely to be a large n u m b e r  o f  si tes w h i c h  are not  yet  on their 
da tabase .

We r e c o m m en d  the leg is la tu re  am end  put; b i  o f  AS 46.08.060 to a l low  D E C  to 
repor t  in fo rma t ion  on c o n t am in a t e d  v ' c s  :h.u c an  be r eac i ly  p repa red  and  still be of 
use to the leg is la tu re.  D EC  s hou ld  be . i ^ e J  to ident i fy  n e w  m any  si tes are in act ive 
and  c lo s ed  s t a tus on the da t aba se .  DEC  -houid ident i fy the n um b e r  o f  s i tes and 
p r io r i t iz e  those  si tes ba sed  on  immeo i . ue  and  long-term threats  to the pub l i c  heal th 
or we lfa re ;  or to the e n v i r o nm en t  Smee  the in fo rma t ion  is too uncer t a in .  D EC  
shou ld  no t  be a sked  to p rov id e  in d r . . d ua l  d i s cu s s ion  on e ach  site, no r  due  to the 
v o l um e  o f  sites, s hou id  the d ep a r tm en t  -,c a A e d  to repor t  the app rop r i a t e  ac t ions  and 
e s t im a t e d  cos ts  invo lved .
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Recommendation \'o. 2

DEC -mould revise me department's draft Co^t Recovery and Policy and Procedures manual, 
micie.ment the ociicv with due public nonce, and omvide training to all relevant personnel.

In the o r ig ina l  legis la t ion on the Respon se  Fund .  D EC  was  not r equ i red  ;o seek  recovers'  o f  
m o n e y  e x p e n d e d  by the d e p a r tm en t  to con t a in  and  c le an  up oil or  h a z a rdou s  subs tance s .  The  
ac tu a l  wo rd in g  was.

The attorney yenerol. at the request of the commissioner. may seek [emphasis 
added! in recover money expended dy the department under this chapter or 
other law' to contain and clean up oil nr a hazardous substance tiwt has been 
released or to control threatened release of oil nr a hazardous substance.

W hi l e  D EC  did seek r e cove ry  and levy f ines and  pena l t ie s  in s om e  ins tances,  m any  
c o n t am in a t e d  s i tes were  c l e a n ed  up w i t h ou t  any  in ten t ion o f  s e ek ing  cos i  recove ry.  In 
add i t ion , a pp rop r i a t io n s  we re  m ade  from FY S3 th rough  FY 90 to c l e anup  c o n t am in a t e d  sites 
on the Kenai  pen insu la .  T he r e  were  no co s t  r e cove ry  r equ i r emen t s  re la t ed to these 
a pp rop r i a t ion s .

B e c a u s e  o f  the lack o f  cos t  r e cove ry  r e q u i r em en t s  DEC  dis t r ic t s t a f f  and  the publ ic 
d e v e l o p e d  a coope r a t i v e  re l a t ion sh ip  r eg a rd ing  D E C ' s  mon i to r ing  o f  the c lean uc  o f  
c o n t am in a t e d  si tes. Tiie pub l ic  c am e  to v i ew  mon i to r in g  o f  c lean  up o f  c on t am in a t e d  sites 
as  a s e rv ice  p r o v id e d  by DEC. ra the r than as an en f o r c em en t  act ion.  Since  cos t  r ecove ry  
w ou ld  ne t  be sough t .  DEC  s t a f f  d id not con s i s t en t l y  t rack their  pe rsona l  s e rv i c e  costs  re lated 
to c l e anup .

T h e  pa s sage  o f  S ena te  Bill 256 |C ii 29. SLA msv; c h a n g e d  the op t iona l  n a t u r e o f  the s ta tu to ry 
ph r a s ing .  The  leg is la t ion m ade  it def in i te that  cos t  r e cove ry  mus t  be sough t .  Specifically 
the s t a tu te  c a l l ed  for:

The attorney general, at the request of the commissioner, shall immediately 
seek I emphasis added I to recover money expended by the department under 
AS 46.OH.005-46.OH.OHO or other law to contain and clean up oil or a 
hazardous substance that lias been released or to control the threatened 
release of oil or hazardous substance.

D E C  has  been s low  to d e v e lop  pol icy  and  p ro cedu re s  re l a ted to a c c um u l a t i n g  cost  
i n fo rma t io n  that  can  be used to suppo r t  r e cove ry  efforts . D EC  has  d e v e lo p ed  a draf t  Cos t  
R e c o v e r y  Po l i cy  and P rocedu re s  manua l  that a dd r e s s e s  when  and how  to c o d e  cos ts  to sites. 
As  o f  the da te  o f  this report, this po l icy still ha s  not been  fully imp l emen t ed .  O f  pa r t i cu la r  
c o n c e r n  is the fa i lure to c on s i s t en t ly  cha rge  p e r sona l  serv ice  cos ts  to spec i f i c  sites. This  
m ak e s  it di f ficul t , if  not imposs ib le ,  to r e coup  these  cos ts  f rom the r e spon s ib l e  party.

T h e  d ra f t  Cos t  R ecove ry  Po l icy and  P rocedu re s  manua l  a lso add re s se s  h ow  to ident i fy and 
no t i fy  po ten t ia l  r e spons ib le  par t ies (PRPs) o f  thei r  ob l i ga t i on  to c lean  up a site. S t a f f  who
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