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Joint Oversight Hearing March 12, 2015

Joint Oversight—Department of Toxic Substances Cont rol

Opening Remarks:
Senator Lois Wolk, Chair, Senate Budget Subcommitte e #2
Senator Bob Wieckowski, Chair, Senate Environmental Quality Committee

| Background |

The Department of Toxic Substances Control (DT3Qgsponsible for protecting public health and
the environment by overseeing the state’s resptinseleases of hazardous substances and disposal
of hazardous waste. DTSC investigates, removes ramediates contamination as part of that
mission.

The Governor's budget includes $208 million (inéhgl $27 million General Fund) and 1,005
positions for support of the DTSC. This is a deseeaf $13 million under current year expenditures.

EXPENDITURES BY PROGRAM (in thousands)

Program Actual Estimated Proposed
’ 2013-14 2014-15 2015 16

Site Mltlgatlon and Brownfields Reuse $103,004 $133,568 | $ll7 342
Hazardous Waste Management 63,904 72,597 73,615
Safer Consumer Products 12,286 12,860 14,346
State Certified Unified Program Agency 1,760 2,572 2,820
Total Expenditures (All Programs) $180,953 $221,596 $208,123

POSITIONS BY PROGRAM

Program Actual Estimated Proposed
J 2013-14 2014-15 2015-16

Site Mitigation and Brownfields Reuse 3415
Hazardous Waste Management 410.0
Safer Consumer Products 64.5
State Certified Unified Program Agency 14.7
Administration 174.9
Total Positions (All Programs) 1,005.6

Major Program Areas. DTSC operations fall under four major program aread five support
offices:

1. Brownfields and Environmental Restoration Program. This program is responsible for the
cleanup and restoration of contaminated sites tirout the state; including legacy landfills
(e.g., Stringfellow Acid Pits and the BKK Landfilljhe Santa Susana Field Lab, military
bases, former industrial properties, and schoessit
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2. Hazardous Waste Management ProgramThis program is responsible for several important
DTSC functions. It issues permit decisions for msgd new hazardous waste facilities and
the approximately 120 existing hazardous wastditiasi in California that treat, store, and
dispose of hazardous waste. The program’s staffiwcininspections and take enforcement
actions to ensure compliance with hazardous wastes land regulations. This program
oversees the hazardous waste generator prograexddition, it provides hazardous waste
management-related policy support, regulatory anatu®ry interpretation, financial
assurance, and data management support for int@nda¢xternal stakeholders. The program
also provides emergency response support for hazsrdnaterials-related emergencies
throughout California.

3. Safer Products and Workplaces Program.This program is responsible for implementing
the provisions of Assembly Bill 1879 (Feuer and firh#n), Chapter 559, Statutes of 2008,
and Senate Bill 509 (Simitian), Chapter 560, Sestwtf 2008. Together, these statutes require
DTSC to establish a program that identifies andrfgizes chemicals of concern in consumer
products, evaluates alternatives, and specifiealaggy responses to reduce chemicals of
concern in products. This program is also respdmd$dy providing health and safety support
and consultation to DTSC staff relative to thefiicef and field activities.

4. Environmental Chemistry Laboratory. The lab provides DTSC and other agencies within
Cal/EPA with scientific leadership and laboratogpacity in the areas of environmental
analytical chemistry and biochemistry. Scientigentify and measure concentrations of toxic
chemicals in many different media including air, teva soil, hazardous waste streams,
consumer products, and biological or human tissues.

5. Office of Communications.This office is responsible for serving as the niynsource for all
internal and external communication. In additidrg office is responsible for administering a
public participation program designed to establah ongoing dialogue with impacted
communities. The program ensures the establishmetwo-way communication between
community members and DTSC staff so that commueatycerns are addressed and taken
into account when final decisions on projects aaelen

6. Office of Administrative Service. This office is responsible for providing DTSC with
administrative support services, including accouptihuman resources, training, budgets,
purchasing, fleet administration, file managemant contract development.

7. Office of Environmental Information Management. This office supports DTSC'’s
information technology needs, including softwarel &wardware acquisition, standardization,
and training. The office also provides network arsgr support services, and develops and
supports various information technology applicadieritical to DTSC.

8. Office of Legal Affairs. This office provides three critical functions DT SC. Its Office of
Legal Counsel provides legal advice and representdor DTSC. Through the Office of
Criminal Investigations, it investigates allegedinal violations of hazardous waste laws
and develops cases for referral to state and lpaaecutors. Finally, this office houses the
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Office of Planning and Environmental Analysis, whiprovides technical support to DTSC
programs to ensure compliance with the Califormaignmental Quality Act.

9. Office of Legislation. This office is responsible for coordinating, armahg, and
recommending actions on all state and federal letgie proposals impacting DTSC. The
office also serves as the primary liaison betweerSO's programs and the California
Legislature and external interest groups.

Issues for Legislative Oversight

Previous Legislative Oversight.Over the past three years, the Legislature has &aetumber of
hearings on the department’s internal controls, btsiness practices, and its basic statutory
obligations. To that end, provided below are fowimmareas that budget and policy committees have
monitored including: (1) reviewing and monitorindhet department’s strategic plan and
reorganization; (2) auditing cost recovery at tepattment; (3) providing staffing to improve permit
backlogs and business operations; and, (4) impgogiforcement at the department. Subsequently,
emerging issues include the department’s treatwfesuperfund sites and its ability to take oversthe
sites and fund them on an ongoing basis.

This oversight hearing is intended to give the $emaidget and policy committees involved with
oversight of DTSC an update on these issues. Tpartieent should be prepared to discuss the
following issues:

1. Hazardous Waste ManagemenfThe DTSC regulates hazardous waste managemensiongs
permits; tracking the generation, transportationd alisposal of hazardous waste; coordinating
cleanup of contaminated sites; and seeking recowdryfunds from parties responsible for
contamination. Concerns have been raised in rg@ars regarding how DTSC has carried out these
responsibilities. For example, due to a backlogrimcessing applications for hazardous waste permit
renewals, many facilities are operating on “corgithypermits.” This means that these facilities have
submitted permit renewal applications, but DTSC iatscompleted its review and approval process,
which usually takes several years. While thesdqudar facilities are allowed to continue operason
under the terms of their original permit, these #&equently no longer based on up-to-date
technologies, practices, and safeguards. Backiogentinued permits are also problematic because it
means that permit holders have not undergone rexsmgissments of their facilities to determine if
they are releasing any hazardous wastes into thigoament. These assessments are part of the
permit approval process.

2. DTSC Strategic Plan and ReorganizationAccording to the department, for several years,
DTSC's efforts to carry out this mission were coomprsed by deficiencies in technical and
administrative processes and procedures, from aligned personnel system to insufficient
coordination between programs. These systemic sssellted in a structural budget deficit; $184.5
million in uncollected cleanup costs dating backy2érs; a growing backlog of applications to renew
hazardous waste permits; and decreased stakelroldesience and public trust in the Department.
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In early 2012, the department embarked on its tfgxihe Foundation” initiative, which includes
more than 30 different activities intended to imgrdts operations and restore public trust in the
department. Activities include increasing cost ey from those responsible for hazardous waste
contamination, reducing permitting backlogs, sttkaging enforcement, and improving the financial
sustainability of its operating funds. This effaricludes multiple goals at every level of the
organization, from staff engagement to permittirgdogs and cost recovery. This document has
provided guidance to the department at it reinvesédf.

3. Limited-Term Positions Approved in 2014. In 2014, the Legislature approved four proposals
designed to implement certain aspects of the degatts “Fixing the Foundation” initiative. These
proposals increased expenditures and positions taxeyears (including the budget year). In total,
the budget included $4.6 million in 2014-15 and2%&illion in 2015-16, from the Hazardous Waste
Control Account and the TSCA, as summarized below.

The Department of Toxic Substances Control 2014-1Bositions Approved
(Dollarsin Thousands)

Limited—
Proposal 2014-15 Term
Amount Positions
Address cost recovery backlog $1,618 14.0
Address permit renewal backlog and update coshate 1,191 8.0
Rebuild hazardous waste tracking system 1,364 —
Correct errors in the hazardous waste manifest data 381 3.5
Totals $4,554 25.5

The LAO, at the time of the request, noted: “While find the administration’s proposals to be
reasonable, it is important to note they will naltyf address the identified problems for the long.r
For example, while two of these proposals addresgewst backlogs, they rely on limited—term
positions that will not address the underlying peats that caused the backlogs to form in the first
place. In fact, the administration does not anéit@pthat the permitting proposal will eliminate the
entire backlog of permit renewals. Consequentlys iinclear whether the backlogs will begin to
grow in the future after the limited—term positioegpire. We would note, however, that the
department reports that it is taking additionaliad—such as internal administrative and process
changes—that are aimed at addressing some of phelsiems.”

4. State Auditor's Recommendations for Cost RecovgrProgram. In 2013, the State Auditor
completed a review of DTSC cost-recovery effortise Teport DTSC, Its Lack of Diligence in Cost
Recovery Has Contributed to Millions in Unbilled and Uncollected Costs, illustrated systemic
problems with the manner in which the departmest tadate, conducted some of the fundamental
statutory requirements. Highlights of the audituie:
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» Long-standing shortcomings with the departmentsevery of costs have resulted in unbilled,
and billed but uncollected, cleanup costs (outstandcosts)—as of March 2014 the
department has 1,661 projects totaling almost $ail#bn in outstanding costs.

* Nearly $142 million was unbilled and almost $52limil was billed but uncollected.
e These outstanding costs were incurred betweenl®8y and December 2013.

» The department has made progress in resolvingcateacy of information related to projects
with outstanding costs. However, it may extend tdrget completion dates for some tasks
until June 2016.

» The department may not be able to recover allsobitstanding costs due to several factors—
preliminary determinations indicated that the fetlexnd state statutes of limitations have
expired for 76 projects with a total of $13.4 naifliin outstanding costs.

» Despite updating its cost recovery procedures,atdit found several areas in which the
department could better maximize its cost recoediorts.

* The department has not consistently used somesahéthods—such as issuing collection
letters or recording liens on the properties opoesible parties to ensure that it maximizes
cost recovery.

5. Emerging Issues—Superfund Site Takeovers Federal law, under the Comprehensive
Environmental Response, Compensation and LialAldy(CERCLA), requires that states provide 10
percent of the cost for construction and operatibnemedies for Superfund National Priority List
sites for generally 10 years. After 10 years,estatre required to pay 100 percent of the operation
and maintenance at those sites. The number ofdlesites ready to transfer to the state for ongoin
operation and maintenance is increasing. It isaamavhat the cost of these transfers will be urfel
years.
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