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Foreword


	
This Annual Report prepared by the Response Fund Administration Program (RFA) is intended for internal use within the Spill Prevention and Response Division (SPAR) and is not intended for external distribution.

This report highlights services provided by RFA and accomplishments for the period of July 1, 2010 through June 30, 2011.
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I. MISSION STATEMENT


The mission of the Response Fund Administration is to manage the 
Oil and Hazardous Substance Release Prevention and Response Fund 
as a viable, long-term funding source for the state's core spill prevention and response initiatives and provide administrative support services to division programs.


Program Overview

The program manages the Prevention and Response Accounts of the Oil & Hazardous Substances Release Prevention and Response Fund, including the recovery of state costs for responding to spills from the responsible party or other sources of funding if recovery from the responsible party is not possible.  The program is responsible for tracking the receipt and expenditure of federal dollars for the cleanup of federal facilities, preparation of the operating and capital budget, managing the Division’s Information and Technology Services and overseeing the Division’s professional services, contracting and procurement.  In addition, the program assists division staff with human resource procedures and issues.










II.    Core Services

· Provide leadership and accountability of all Response Fund Administration activities, support spill prevention and response operations with quality financial analysis and provide budgetary services.

· Manage and administer the Oil and Hazardous Substance Release Prevention and Response Fund.

· Recover state costs for responding to spills.

· Track and report all operating and capital expenditures and fund source balances to program managers monthly.

· Manage and coordinate receipt and expenditure of federal dollars for cleanup of federal facilities.

· Develop cost controls and standardize division contracts.

· Manage term contracts and issue Notices to Proceed.

· Manage the Division’s Information Technology Services.

· Provide technical guidance and assistance to other Spill Prevention and Response programs in administrative functions such as budget and finance, contracting and procurement, and accounting and human resources.

· Provide administrative and financial support during emergency spill response situations.

· Manage Reimbursable Services Agreements for the division.

· Prepare annual and biennial reports.

· Review, evaluate and respond to audits of the division's business practices.




III.	Performance Measure

· State is reimbursed for funds spent on cleanup or remediation of oil or hazardous substance spills caused by private and/or federal entities.

· Target: Recover 80% of cost recoverable state funding spent on cleanup or remediation of oil or hazardous substance spills caused by private and/or federal entities. 

·  Strategy: Provide adequate documentation to the Department of Law for cost recoverable sites.

The RFA program achieved 100% recovery in fiscal year 2011 of state funding spent on cleanup and remediation costs.  In addition, adequate documentation was provided for 100.0% of cost recoverable sites in 2011.

Major Activities to Advance Strategies

· Identify and pursue sources of cost recovery to assist in funding response, removal and remediation of oil and hazardous substance releases.

· Manage term contracts and issue Notices to Proceed to implement cleanup of contaminated sites.

· Provide financial management of federal contracts to ensure expenditure of federal dollars are maximized and spent appropriately.





IV.     Accomplishments in 2011

· Billed 1,104 responsible parties for over $4.2 million of state costs.

· Received $5.9 million in revenue from current and previous years’ cost recovery billings, fines and settlements.

· Issued 66 term contract Notices to Proceed for $4.3 million to conduct cleanup, site assessment, monitoring, comprehensive risk assessment for Alaska’s oil and gas infrastructure, and emergency spill response.

· Negotiated and renewed six individual SPAR term contracts and established five new term contracts, retaining eight new term contractors

· Managed $2.5 million of Reimbursable Service Agreements under 40 separate RSAs for spill prevention and response activities carried out by other agencies.

· Provided technical, financial, and management assistance for 21 federal grants totaling approximately $6.4 million.

· Completed the comprehensive annual update to the Cost Recovery Guidance Manual.

· Processed approximately 75 Personnel Actions Request Forms.

· Implemented advanced Rapid Application Development (RAD) techniques to improve the speed and functionality of future program implementations.

· Streamlined and centralized Information Technology (IT) Communication, Ticketing, Reporting and Program Documentation with Jira and Confluence. 

· Planned and developed the Cost Recovery Billing Packet system which has an expected production rollout in August 2011.

· Analyzed and reviewed the Underground Storage Tank Tracking System, project development plan to be implemented in FY12. 

· Published the Website look-and-feel design. 


V.   Organization Structure





VI.  Response Fund Management

The Fund requires oversight to ensure monies used by the Department of Environmental Conservation (DEC) are appropriately spent and documented using accepted accounting practices, that cost recovery is pursued, that recovered money is appropriately accounted for, and that reporting requirements are met.  Oversight is performed under the direction of the Director of the Spill Prevention and Response (SPAR) Division and governed by the authorized uses of the Fund (AS 46.08.040).

DEC is required to follow administrative requirements, issue regulations for administering the Fund, and make fiscal reports to the governor and legislature.  The Commissioner of the Department of Administration is assigned responsibility for tracking and reporting on the Response Account balance, and suspending or activating the one-cent surcharge.  The Department of Revenue is responsible for investing the money held in the various accounts within the Fund for purposes of earning interest income.

Each year, prior to developing the annual budget request to fund essential state core spill prevention and response priorities, DEC estimates both the near and long-term Prevention Account balance. Projecting the Prevention Account balance is a critical step in monitoring the long-term health of the Fund and the programs it supports.  At the beginning of each fiscal year, DEC calculates the following year’s Prevention Account balance using the current Account balance, adding projected income, and subtracting the current year’s appropriations.  This provides all parties a balance upon which to plan the next year’s budget request, using the most current information available.

A. Structure of the Response Fund 

The Fund consists of two accounts from which spill response activities are financed, the Response Account and the Prevention Account.  As revenues are collected for deposit into the Response and Prevention Accounts, they are held in sub-accounts within the general fund. These sub-accounts include the four-cent and one-cent Surcharge Accounts, the Response Mitigation Account, and the Prevention Mitigation Account. 

Each fiscal year, through the legislative budget process, revenues held in the various sub-accounts are appropriated to the Response and Prevention Accounts.  Interest earned on the various accounts is deposited as outlined in statute. Figure 1 on the following page illustrates the sources of funding, the flow of revenue among the accounts, and the uses of each account.
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1
House Bill 3001C amended AS 43.55.201 Sec. 26 and changed the Surcharge from $.02 to $.01 effective 
4/1/2006
 
2
House Bill 3001C amended AS 43.55.300 Sec. 28 and changed the Surcharge from $.03 to $.04 effective 
4/1/2006
Legislative
Appropriation
AS 46.08.040(a)(2)
SURCHARGE ACCOUNT
1
AS 43.55.301
SURCHARGE
ACCOUNT
2
AS 43.55.300
Emergency Uses
AS 46.08.040(a)(1)
4¢
Oil & Hazardous Release Prevention 
and Response Fund
AS 46.08.010(a)
1¢
*Oil or hazardous
 substance discharge emergency.
*Investigate, evaluate, contain, cleanup, monitor and assess a release 
or threatened release of oil or hazardous substance that poses an
imminent and substantial threat to public health or welfare, or to the
environment.
*  Investigate, evaluate, contain, and cleanup a release or threatened
release of oil or hazardous substances.
*  Establish and maintain spill response capability.
*  Review oil discharge prevention and contingency plans.
*  Maintain spill response contracts and agreements.
*  Conduct training, response exercises,  inspections, and tests.
*  Verify or establish preparedness of the state.
*  Verify proof of financial responsibility.
*  Acquire, repair and improve spill response equipment caches.
*  Prepare, review and revise regional  and state spill plans and local 
Hazmat plans.
*  Participate in federal oil discharge cleanup activities.  
*  Assess effects of a release.
*  Recover state costs.
*  Restore the environment.
Figure 1:  Oil & Hazar
d
ou
s
 Substance Release Prevention and Response Fund
)1. Response Account 

This account is a $50 million reserve readily available to pay for expenses incurred by DEC during a response to a release or threatened release of oil or hazardous substances when the governor declares a disaster.  Money from the Response Account may also be used without a disaster declaration to address a release or threatened release of oil or a hazardous substance that poses an imminent and substantial threat to the public health or welfare, or to the environment.  However, since money spent from the Response Account has not been appropriated through the legislative process, DEC must notify the Governor’s Office and the Legislative Budget and Audit Committee within 120 hours of accessing the account for emergency responses to spills that have not been declared a disaster.  

The Response Account is funded by:
• One cent per barrel conservation surcharge on crude oil production.
• Cost Recovery.
• State, federal or private sources.

Expenditures vary according to spill incident circumstances (e.g., product and amount spilled, contaminated resources, restoration).  Since 1996, DEC has carefully considered each funding request for its appropriateness for emergency funding prior to accessing the Response Account for an incident.  

The Response Account has been accessed primarily for imminent and substantial spills.  In addition to accessing the account for emergency spills, the Response Account was used during the mid to late 1990s to fund several CIP budget appropriations to agencies other than DEC for various cleanup projects around the state.

By law, the account balance is to be maintained at $50 million.  This amount provides adequate funds for the initial cost of a state response to a major oil spill until more money is provided.

Figure 2 illustrates the appropriations for CIP budgets and expenditures for emergency response to spills.  The spike that occurred in FY 1998 was due to the grounding of the freighter Kuroshima, the spike in FY 2005 was due to the grounding of the cargo ship Selendang Ayu, the spike in FY 2007 was due to BP FS-2 & GC-2 leaks, and in FY 2008 was a CIP appropriation for Comprehensive Oil & Gas Assessment.  
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The Chart below shows the Five year-end balance of the Response Account (in $Thousands).




2. Prevention Account 

This account, under AS 46.08.040 (a) (2), is used to pay the operating expenses associated with maintaining a spill prevention and response office.  Prevention and preparedness activities include review of oil spill contingency plans, verifying proof of financial responsibility, conducting training and response exercises, and inspections.  It is also used for cleanup of contaminated sites and for all oil and hazardous substance releases not covered by the Response Account. 

The Prevention Account is funded by:
• Surcharge of four cents per barrel conservation surcharge on crude oil production.
• Cost Recovery.
• Interest earned income.
• Fines, penalties, and settlements.

Money appropriated for operating and capital expenses, and not spent, lapses back into the Prevention Account and remain available for appropriation in successive fiscal years.
Appropriations to DEC and other state agencies by the Legislature come from the Prevention Account to fund the operating and capital expenses of the state’s oil and hazardous substance spill prevention and response programs.  Figure 3 summarizes all funding mechanisms for the Prevention Account.

a)  Funding Source

Figure 3 below show historical records of the Prevention Account funding sources and the  importance 
of each funding source toward the efficiency of managing the fund.
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Chart below shows the six year-end balance of the Prevention Account (in $Thousands).
                      


1)  Four-Cent Surcharge (formerly Three-Cent Surcharge)

The largest source of recurring revenue to the Prevention Account has been the four-cent surcharge (formerly three-cent surcharge, replaced in April 2006) per barrel of crude oil produced.  As shown in the graph below, the amount of revenue received from the surcharge peaked in FY 1997 at nearly $13 million and has been gradually declining ever since.  In FY 2006 the amount of revenue was the lowest ever received at just over $7.7 million, and is projected to decline further in future years.  The increased in surcharge that went in effect in April 2006 did not meet the increasing demands imposed to our program. 




2)   Cost Recovery (state costs, fines, penalties, damages and other funds)

Parties responsible for the release of oil and hazardous substances are liable for costs associated with response and/or cleanup.  The state attempts to recover all its oversight costs from all responsible parties when one or more can be identified.  Revenue is also received from fines, penalties, and settlements. 

In 1998 the Prevention Account received its first of six installments of the settlement payment resulting from the Exxon Valdez oil spill.  The average annual payment of $3.9 million ended in 2003, causing a significant decline in settlement income. 

Other funds can come from a variety of places including fees, and federal and private sources.

These revenue sources are non-recurring in nature and the amounts tend to fluctuate greatly from year to year, making it difficult to make reliable, long-term revenue projections.
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3)   Interest Earned

All monies held in the various accounts that make up the Response Fund are invested, with returns being deposited into the Prevention Account.  Historically, investment income has been a substantial contributor to the balance of the prevention account, averaging roughly $5.3 million per year between 1996 and 2003.  Investment income peaked in 2001 at $7.5 million, but in 2004 investments only earned just under $800 thousand.  In Fiscal Year 2005, investment income rebounded slightly, to earn about $2.4 million; however, a return to the previous average of $5.3 million is not expected.  The Department of Revenue serves as the Fund’s investment manager.

[image: G:\SPAR\Spar-Director\Annual Report\FY12\Figure 6.jpg]


b)  Appropriations

Under AS 46.08.040, the prevention account may used for: 1) various general operating expenses such as maintaining a response office; 2) activities associated with investigating, evaluating, and responding to spills of oil and hazardous substances; 3) prevention activities; 4) match for federal grants; and 5) other purposes.  The Response Fund portion of the SPAR Division’s annual Operating budget, portions of other divisions’ Operating budgets, and Capital Improvement Project budgets are appropriated by the legislature from the prevention account balance.

1) SPAR Operating Appropriations

Although SPAR Operating appropriations from the prevention account have fluctuated some since 1996, they have always stayed within the total revenue available in the account.  In FY 1997, SPAR’s Response Fund appropriation was $9,333.1 million.  Ten years later, in FY 2007, SPAR’s Response Fund appropriation was $11,948.8 million, an increase of less than 1% over a decade.
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2)   Other Operating Appropriations

Other divisions within DEC and other departments also receive appropriations of the Response Fund in their Operating budgets.  In FY 1997, the total amount of money appropriated to divisions other than SPAR and other state agencies was $1,320.4 million.  In FY 2007, the amount of the Response Fund appropriated to non-SPAR entities totaled $1,819.8 million, an increase of 72.5% over a decade.

Those other agencies, as listed in Figure 8 below, include:
• Local Emergency Planning Commissions (LEPCs).
• Alaska Department of Transportation and Public Facilities (DOT&PF).
• DEC’s Year 2000 (Y2K) effort.
• Other state-supported services.

Other units within the department have included:
• Division of Information and Administrative Services (DIAS).
• Division of Environmental Health (DEH).
• Commissioner’s Office.
• Division of Statewide Public Services (DSPS), in existence from 1996 to 2003.
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B.  COST RECOVERY SECTION

This section within the Response Fund Administration program is mainly responsible for recovering all costs incurred by the Department in the cleanup or containment of oil or hazardous substance releases in the state’s environment from the responsible party or from the National Pollution Fund Center if applicable.  Our goal is to recover at least 80% of cost recoverable state funding spent on cleanup or remediation of oil or hazardous substance spills caused by private and/or federal entities.

A.  Cost Recovery Section’s major accomplishment in FY 2011:

· Billed 1,104 responsible parties 



· Over $4.2M of state’s costs were billed



· Recovered over $5.9M in revenue from current and previous years’ cost recovery billing, fines and settlements.





C.  CONTRACT MANAGEMENT SECTION

Contracting Section of the RFA Program provides contracting services for the SPAR Division.  Term contracts are installed to address tasks that range from catastrophic floods and unexploded ordnance to the cleanup of hazardous substances and document reviews.

For SPAR Division, RFA maintains the following contracts to accomplish the above:

· Issued 66 term contract Notices to Proceed for $4.3 million to conduct cleanup, site assessment, monitoring, comprehensive risk assessment for Alaska’s oil and gas infrastructure and emergency spill response.

· 586 monthly pay requests processed.

· Negotiated and renewed six individual SPAR term contracts and established five new term contracts, retaining eight new term contractors.

Working with the SPAR Programs and DAS, RFA developed and PERP Preparedness and the PERP Emergency Response Contract, retaining a total of seven term contractors

RFA amended the UXO term contract, the three CS term contracts, and the two IPP term contracts, retaining a total of seven term contractors.

Each contract is developed, maintained, and enforced in accordance with procurement regulations.

D.  BUDGET AND FINANCIAL MANAGEMENT SECTION

Budget

The SPAR annual operating budget is approximately $18.6 million.  Currently, the division is managing an array of capital projects with balances in excess of $5.4 million.  The division has 12 funding and revenue sources.  Examples of different fund sources include multiple federal grants, American Recovery and Reinvestment Act funds, Coastal Impact Assistance Program funds, general funds, inter-agency receipts, Oil & Hazardous Substance Release Prevention and Response funds, CIP receipts, and commercial passenger fund receipts. 
Utilizing the Governor´s Office of Management and Budget (OMB) guidelines, along with departmental instructions provided by the Division of Administrative Services (DAS), the Budget and Finance Section coordinates, plans, organizes, analyzes and develops the Division´s operating, capital, supplemental and re-appropriation budgets and provides technical guidance and training to the program managers and administrative staff.

The section also offers guidance to the program managers in areas including missions and measures in relation to the budget process.  Other areas include analyzing ways for improving the budget process, funding/program increments, additional funding resources, grant proposals, organization issues and other budget related items as they arise.  The section contributes to legislative proposals and strategies for budget presentations to committees, answering individual questions on divisional programs/operations and finances from Legislators/staff and the public, and prepares fiscal notes and review bill analysis for impacts of legislation.

Financial Management

Analyzes, monitors, and resolves accounting and financial issues.
Functions include providing technical management, training and guidance to the SPAR program managers and professional staff on the development, implementation and reporting on financial management plans.  The section is tasked with coordinating financial management and reporting systems for the Division to ensure compliance with legislative mandates, state statutes, federal guidelines and internal policies.  The section also contributes to the management of developing and administering policies within SPAR in the areas of finance and budget administration.

Manages the preparation of monthly and quarterly status reports for the division and program managers.  This includes identifying and projecting financial limitations, program capabilities, financial conditions, operating costs, revenue collection enhancements or changes, alternatives/solutions, and status of division fund accounts.  Coordinates the development of cost reports, analyzes results of appropriations, tracks impact of legislation on budget requests, prepares trend analysis reports and makes and/or approves changes to allocations when necessary. 
The section is responsible for managing the preparation of quarterly annual personal services projections by fund source and appropriation.  Additional responsibilities include new financial procedures such as billing procedures and accountability projects and implementing accounting controls.  

Reimbursable Service Agreements

Responsible for the supervision of Reimbursable Services Agreements (RSAs) under approximately 40 separate RSAs totaling $2.5 million for Spill Prevention and Response activities with multiple state agencies.  The Response Fund Administration Program has accounting staff that work directly with the DAS and state agencies outside DEC to establish, amend and close out these agreements.

Grants 
The Division seeks federal grant funding from the U.S. Environmental Protection Agency, U.S. Department of Defense, U.S. Department of Interior, U.S. Department of Commerce, U.S. Department of Agriculture and the U.S. Department of Transportation.  In FY11 this section was responsible for 21 federal grants totaling $6.4 million which represents approximately 23% of the division’s funding. 
Duties include auditing all new grant applications for accuracy, verifying that indirect rates and the match have been correctly calculated and applied to project costs.  Oversight also includes periodic review of grants for compliance with the award/agreement conditions, resolving discrepancies and recommending corrective action, monitoring expenditures and revenue collection, reviewing grant amendment requests, determining sufficient federal budget authority exists, determining needs for restrictions or deferrals of receipt authority based on anticipated collectible receipts, mid-year grant reviews and ultimately keeping the entire process on track and running smoothly.  

Capital Improvement Projects

The section is responsible for management and oversight of CIP funds awarded to each program.  Monthly reports are generated to ensure project managers are on task and aware of remaining funds.  The Contaminated Sites program receives the largest part of CIP funding.  These CIPs fund cleanup of state-owned and state-lead contaminated sites.  In FY11 there were two open appropriations, giving the program a starting balance of approximately $5.5 million.  The program expended $2.6 million, well above the 10 year average of $2.0 million.  In order to track what this funding is spent on, this section maintains a spreadsheet detailing all activities by site.  
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E.  PERSONNEL ADMINISTRATION 

The following services were provided by the RFA Personnel Administration Section in FY11.

· Process payroll every other week for SPAR, reviews timesheets for accuracy. Data entry of timesheets and coding entry. Approximately 148 employees in SPAR. 

· Review online position descriptions in OPD for SPAR.

· Payroll Adjustments done when needed. 

· HR paperwork, new and old employee Personnel Actions. Approximately 75 actions in FY11. 

· Mega Time coding updated every fiscal year and weekly updates with Ledger Codes. Grant coding changes every fiscal year as with other structure changes. Approximately 210 LC’s requested for the year

· Data entry into AKSAS of NTP encumbrances. Approximately 130 actions in FY11.

· Quarterly Premium Pay Report. Reports all OT and Comp time hours over and above regular hours worked per employee. 

· Organization of structures on a fiscal basis. 

· SPAR’s employee call center.  Answer myriad of questions from employee regarding payroll, hour issues, coding issues, etc. 

F.  INFORMATION TECHNOLOGY SERVICES GROUP 

The Information Technology Services Group (ITSG) provides support and development services to the Spill Prevention and Response (SPAR) Division.  The ITSG unit maintains the databases, custom application systems and provides support services to the division.  The ITSG unit researches, coordinates, designs, develops, implements and maintains application and technical system upgrades that increase the experience and performance of systems utilized internally and externally.  The ITSG unit has been increasingly utilizing cross-training, pair programming and peer reviewing in order to increase knowledge distribution and system awareness among all developers within the unit. 

· Having implemented advanced Rapid Application Development (RAD) techniques the ITSG team has developed the beginning of a framework which will improve on the speed and functionality of future program implementations.  
· Streamlined and centralized IT Communication, Ticketing, Reporting and Program Documentation with Jira and Confluence. 

· Full systems project plan and development on the Cost Recovery Billing Packet system which has an expected production rollout in August 2011.

· Program analysis and project review on the Underground Storage Tank Tracking System, project development plan to be implemented in FY12. 

· Website look-and-feel design published. 

· Full system development environment analysis and implementation of Rapid Application Development tools to increase productivity and quality of deliverables. 
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· Since implementation of the JIRA/Confluence ticketing and reporting system implementation, on June 15, 2011, the ITSG unit has identified 211 total submitted issues, of which 37 have been fixed, identified 9 duplicates and 18 non-issues which have been closed. 

· Developed a plan for Server Migration which is currently being implemented and will be complete in FY12. 
In FY11, the top 5 SPAR website pages had an approximation of 71.4k total hits.  The following is a chart showing the estimated hits and most popular pages:  


In FY11, the SPAR home pages had an approximation of 40.5k total hits.  The following is a chart showing the estimated hits on the SPAR program home pages: 



Over the course of the upcoming year the ITSG unit will be actively improving upon framework development, continue to stay abreast on technology, advancing and learning while implementing systems and processes that enhance internal and external users’ experiences.  The ITSG unit will be working on development and implementation of time and cost saving systems including the Cost Recovery Invoicing system, the Underground Storage Tank Inventory Tracking system as well as the Industry and Pipeline Preparedness systems.  The ITSG unit will also be working closely with the Division of Administrative Services (DAS) in order to transition and upgrade our systems onto new hardware platforms. 
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Billing Volume Record
Number of bills sent to RP	1,104

FY2008	FY2009	FY2010	FY2011	718	765	973	1104	
Billing Record
Total Amount billed  (In Thousand)	
FY2008	FY2009	FY2010	FY2011	2964.9	5735.7	2331.5	4246.4800000000005	Revenue Record
Total Amount Received (In Thousand)	
FY2008	FY2009	FY2010	FY2011	1528.7	959.1	1795.9	1619.1	Division Funding Sources
Percent	
Fed	GF	IA	RF	CPVF	0.22778937086533937	3.6146383696665646E-2	2.1084003019136002E-2	0.69338565022421572	2.1594592194645473E-2	Number of RSAs with each Department
# of RSAs	AQ	DAS	DMVA	DNR	DOL	DOT	DPS	EH	ETS	F	&	G	UAF	WATER	SPAR	1	5	6	6	5	1	1	3	1	2	6	2	6	Top 5 SPAR Page Hits - FY11
Estimated Hits for FY11	SPAR Home Page	Pump Station 1 Incident	CSP Home Page	PERP Active Response	SPAR Guidance Documents	22265	19250	12045	11680	6205	SPAR Site Hits for FY11
Estimated Hits for FY11	SPAR	CSP	PERP	IPP	RFA	22265	12045	4015	1460	730	Response Fund Administration Program		Page 23
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Figure 2: Expenditures from the Response Account (SThousands)

FS-2 & GC-2
Spill

Comprehensive
Oil & Gas

Kuroshima

Selendang Ayu
Spill





image28.jpeg
Figure 3: Prevention Account All Revenues ($SThousands)
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Figure 5: Cost Recovery, Settlements, Fines, Penalties
and Miscellaneous Revenue (SThousands)
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Figure 6: Investment Income (SThousands)
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Figure 8: Other Operating Appropriations (SThousands)
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