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H o u s e  L a b o r  &  C o m m e r c e  C o m m i t t e e
State Capitol 

Juneau, Alaska 99801-1182 
907-465-4954

S P O N S O R  S T A T E M E N T  

C S  H B  4 5 6  ( L & C )

T he B oard of S torage T ank  A ssistance is sch ed u led  to su n se t on June 
30, 1996 un less it is s ta tu to rily  ex tended . This bo ard , as s ta ted  by  a recent 
L eg islative A u d it R eport:

"... w o rk s in  con junction  w ith  the S tate 's D ep a rtm e n t of 
E n v iro n m en ta l C on serv a tio n  (DEC) to carry  o u t the va rio u s 
req u irem e n ts  of the UST {u n derg ro un d  s to rag e  tank) sta tu tes. 
T he b o a rd  is in v o lv ed  in the m ak in g  of reg u la tio n s  p e rta in in g  to 
USTs a n d  DEC is responsib le  for ad m in is te rin g  the UST 
p ro g ram . "

CS HB 456(L&C), as sp o n so red  by  the H ouse  Labor an d  C om m erce 
C om m ittee , w o u ld  ex ten d  the B oard of S torage T ank A ssistance to June 30, 
2000, as reco m m en d ed  by the Legislative A u d it R eport. In  ad d itio n , also as 
reco m m en d ed  by  the au d ito rs , CS HB 456 (L&C) w o u ld  a d d  a public  m em b er 
to the B oard  w ho  has no  financial or com m ercial in te res t in  re tro fittin g  or 
rep lac in g  u n d e rg ro u n d  s to rag e  tanks. F inally , to p rev e n t an  ev en -n u m b ered  
B oard , the  C o m m issio n er o f the D ep artm en t of T ran sp o rta tio n  an d  P ublic  
F acilities is rem ov ed .

I u rge  y o u r su p p o rt.



H o u s e  L a b o r  &  C o m m e r c e  C o m m i t t e e
State Capitol 

Juneau, Alaska 99801-1182 
907-465-4954

C S  H B  4 5 6  L & C )  

S E C T I O N A L  A N A L Y S I S

S ec tio n  1 ex tends the B oard of S torage T ank  A ssistance to June 30, 2000.

S ec tio n  2 rem oves the C o m m issio n er of T ran sp o rta tio n  a n d  P ub lic  Facilities 
fro m  the B oard an d  ad d s  a pu b lic  m em b er to the Board.

S ec tio n  3 creates an effective da te  of Ju ly  1, 1996.



LEG /.L  SE R V IC E S

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 Seward Street, Suite 409 
Juneau, Alaska 99801-2105

M-E_M-.Q.R.A .N.D-U-M February 6, 1996

SU BJECT: Sectional Summary of HB 456. (An Act relating to the Board of 
Storage Tank Assistance)

TO: Representative Pete ^n tt 
Attn: George Dozie
Representative Pete ^n tt 
Attn: George Dozie

FROM : Terri Lauterbach 
Legislative Counsel

You have requested a sectional summary of the above-described bill.

As a preliminary matter, note that a sectional summary of a bill should not be considered an 
authoritative interpretation of the bill and the bill itself is the best statement o f its contents. 
If  you would like an interpretation of the bill as it may apply to a particular set o f 
circumstances, please advise.

Section 1. Extends the life o f the board to June 30, 2000.

Section 2. Adds a member of the public to the board.

Section 3. Provides a July 1, 1996, effective date.

TML:kIb 
96-070.klb



B o a r d  o f  S t o r a g e  T a n k  A s s i s t a n c e

1 The Board is a seven member board comprised of two Commissioners and five 
citizens from the private sector.

2 Board members serve without compensation and have one employee.

3 The Board is a judicial appeal board that resolves disputes between the regulated 
community and the Department of Environmental Conservation thereby saving the 
state thousands of dollars in potential legal costs.

4 The Board mediates disputes regarding eligibility for financial assistance, eligible 
costs, priority ranking positions and contaminated site cleanup plans.

5 The Board provides technical and educational assistance to petroleum storage tank 
owners and operators throughout Alaska

6 There are over 800 unfunded requests for assistance currently on file. The total amount 
requested is presently over $50 million. Limited annual funding requires applications to 
be priority ranked annually using a Board scoring system that emphasizes imminent 
threats to public health. Additional criteria including size of business, proximity to 
alternate fuel, rural or urban location and other factors determined reievent to the Board.



B o a r d  o f  S t o r a g e  T a n k  A s s i s t a n c e

The 1990 Legislature established the seven-member Board of Storage Tank Assistance with two 
governm ent members and five public members. The commissioners o f the Departments of 
Environmental Conservation and Transportation and Public Facilities are the government members. 
Each of the five public members are required to have special knowledge pertaining to underground 
storage tanks. A registered engineer familiar with tank cleanups, a general contractor familiar with 
tank installations and closures, a person from the insurance industry that is knowledgeable about pollution 
liability insurance for underground storage tanks, a owner of more than 10 tanks, and an owner of 10 
or less tanks. Former Governor Cowper appointed the original seven board members on September 5, 
1990. Members serve without compensation other than per diem and expenses when traveling. They 
have an Executive Director, who is their sole employee.

The Board of Storage Tank Assistance is an Appeal Board to mediate disputes between the Department 
of Environmental Conservation and regulated underground petroleum storage tank owners and operators. 
In regard to disputes arising over eligibility, priority rankings and eligible costs, the Board’s decisions 
are binding upon the department and the owner or operator. For corrective action plan disputes, or 
denials for payment under the retroactive reimbursement program (sec. 7, ch.96, SLA 1990), the board 
may only issue recommendations. In addition, the Board works directly with the legislature on funding 
issues and determines the program distribution of the annual legislative appropropriations.

The first duty of the Board was to write regulations relating to financial assistance for UST owners and 
operators. The Board also jointly developed regulations with DEC pertaining to cleanup standards and 
allowable technologies to be used in the cleanup of contamination resulting from leaking tanks.
The Department of Environmental Conservation is responsible for administering the Storage Tank 
Assistance Fund. The Department is tasked with advertising the application periods, receiving the 
applications, processing the requests, administering the grants and auditing project costs. The Division 
of Investments in the Department o f Commerce and Economic Development works in partnership with 
the DEC to provide cleanup loans for eligible UST owners and operators.

Although the Board developed the financial assistance regulations, the Department of Environmental 
Conservation actually implements those regulations by physically processing each applicant’s request 
for financial assistance.This enables the Board to remain objective and unbiased when a dispute arises. 
The Board is then tasked with resolving the matter in a prompt and conscientious manner.
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L E G I S L A T I V E  B U D G E T  A N D  A U D I T  C O M M I T T E E

, D I V I S I O N  O F  L E G I S L A T I V E  A U D I T

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

The committee is responsible for providing the 
legislature with audits of state government agencies. 
The programs and activities of state government now 
cost more than $5 billion a year. As legislators and 
administrators try increasingly to allocate state 
revenues effectively and make government work more 
efficiently, they need information to evaluate the work 
of governmental agencies. The audit work performed 
by the Division of Legislative Audit helps provide 
that information.

As a guide to all their work, the Division of 
Legislative Audit complies with generally accepted 
auditing standards established by the American 
Institute of Certified Public Accountants and with 
government auditing standards established by the U.S. 
Genera] Accounting Office.

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

BUDGET AND AUDIT COMMITTEE

Representative Terry Martin, Chairman 
Representative Con Bunde 
Representative John Davies 
Representative Gary Davis 
Representative Vic Kohring 
Representative Mark Hanley (alternate)

Senator Randy Phillips, Vice Cha'r
Senator Al Adams
Senator Steve Frank
Senator R kk Halford
Senator Steve Rieger
Senator Fred ZharofT (alternate)

DIVISION OF LEGISLATIVE AUDIT

Randy S. Welker, CPA 
Legislative Auditor 

Merle R. Jenson, CPA 
Deputy Legislative Auditor

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

(907) 465-3830, Juneau 
(907) 561-1445, Anchorage 
(907) 465-2347, Juneau FAX



L E G I S L A T I V E  B U D G E T  A N D  A U D I T  C O M M I T T E E  

Division o f Legislative Audit

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

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

September 19, 1995

Members o f the Legislative Budget 
and Audit Committee:

In accordance with the provisions o f Title 24 o f the Alaska Statutes, the attached report is 
submitted for your review.

DEPARTM ENT OF ENVIRONMENTAL CONSERVATION 
BOARD OF STORAGE TANK ASSISTANCE

September 19, 1995

Audit Control Number

18-1432-96

This audit was conducted under the requirements o f Alaska Statutes 44.66.050 and the 
authority o f AS 24.20.271(1). In the report, we assess the operations and performance o f  the 
Board o f Storage Tank Assistance utilizing the criteria set out in AS 44.66.050(c). This 
statutory criteria is intended to be used to assess whether the activities o f a given board, 
commission, council, agency, or program is effectively meeting a demonstrated public need. 
Currently under AS 44.66.010(18), the board is scheduled for termination on June 30, 1996. • 
The board would be allowed one year in which to conclude its affairs. We recommend that the 
legislature extend the board until June 30,2000.

The audit was conducted in accordance with generally accepted government auditing standards 
and the criteria set out in AS 44.66.050(c). Fieldwork procedures utilized in the course o f 
developing this report are discussed in the Objectives, Scope, and Methodology section o f  this 
report.
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O BJECTIVES. SCOPE. AND M ETHQDOLOG VI x N m

In accordance with the intent o f Titles 24 and 44 o f  the Alaska Statutes (sunset legislation), we 
have reviewed the activities o f the Board o f Storage Tank Assistance. As required by 
AS 44.66.050(a), the legislative committee o f reference shall consider this report during the 
legislative oversight process to determine whether the board should be reestablished. 
Currently, AS 44.66.010(18) states that the board will terminate on June 30, 1996, and will 
have one year from that date to conclude its affairs.

Objectives

Our specific audit objectives were:

1. To determ ine if  the termination date o f the board should be extended.

2. To determ ine if  the board is operating in the interest o f the public. In assessing the
operations and performance o f  the board, we utilized the criteria set out in 
AS 44.66.050(c). Criteria set out in this statute relates to the determination o f  a 
demonstrated public need for the board.

Scope and M ethodology

The board w as created in September 1990. Our scope included all activities o f the board since 
its inception. W e reviewed the board’s activities to determine whether they have been in the 
interest o f the public and whether they have been in compliance with Alaska statutes and 
regulations.

In order to address our audit objectives, we reviewed the following:

• Applicable sections o f Alaska's statutes and regulations.

• Budget documents, session laws and other legislative information relating to the board's
operations.

• Transcribed minutes and audio tapes o f board meetings.

• Internal reports and documents prepared by the board and the Department of 
Environmental Conservation (DEC).

• Reading files o f  the board’s executive director.

• Grant files o f recipients o f financial assistance.

• Financial information on the State's accounting system.

ALASKA STATE LBGULATUM  ̂ DIYB»N OF LBGULATIVS AUDIT



• Office o f  the Ombudsman closed case file.

• Office o f  the Governor, Boards & Commissions files.

• Prior year audit workpapers and audit reports related to various DEC operations.

Also, we conducted interviews with the following:

• Board members and the board’s executive director.

• DEC staff.

• Owners and operators o f  underground petroleum storage tanks.

In addition, we attended the July 20, 1995 meeting o f the board. We observed the proceedings 
and the interaction o f the board with the public.

AUUU STATE LKULATUU - 2 - DIYBDN OF LBOULATTVS AUDIT



O RG A N IZA T IO N  AND FU N C T IO M

In 1990, the legislature (Chapter 96, SLA 1990) established a process to provide both 
technical and financial assistance to owners and operators o f underground storage tanks 
(USTs). It was determined that such assistance was necessary for UST owners to comply 
with both current and prospective federal and state requirements. The 1990 legislature also 
provided for the cleanup o f existing leaks and prevention of future leaks associated with 
USTs ill order to protect the public from contamination of drinking w ater and to protect the 
environment.

The comprehensive legislation established the Board o f Storage Tank Assistance. The board 
works ;n conjunction with the S tate’s Department o f Environmental Conservation (DEC) to 
carry out the various requirements o f  the UST statutes. The board is involved in the making 
o f  regulations pertaining to USTs and DEC is responsible for administering the UST 
program. This includes the administration o f the financial assistance program.

The program offers grants and loans to owners and operators to test, clean up, upgrade, or 
close their facilities. The Storage Tank Assistance Fund (STAF) was established to fund the 
program . Appropriations are made to STAF from the mitigation account fund and from tank 
registration receipts.

Board Responsibilities

The board’s primary statutory functions are to:

1. Adopt regulations to be used by DEC in determining which costs are eligible for 
financial assistance.

2. Adopt regulations to be used by DEC to rank (prioritize) applications for financial 
assistance.

I

3. Resolve disputes that m ight arise when DEC determines that a UST owner or operator 
is not eligible for assistance, determines that costs are ineligible, or assigns a rank 
with which an owner or operator does not agree.

4. Approve regulations specifying allowable technologies for testing, containment and 
cleanup, or corrective action prior to being adopted by DEC.

5. Review regulations proposed by DEC that sets a standard for the level o f a 
contaminant that is allowed to rem ain in soil or groundwater after cleanup o f a release 
from, or associated with, an UST.

Additional responsibilities are assigned to the board under 18 AAC 78. The board allocates 
funds appropriated to the STAF for the financial assistance program. Also, the board is 
responsible for the establishment o f  a point system to rank eligible applicants.

- 3 -ALASKA STATE LEGISLATURE UfVBJON OF LEGISLATIVE AUDIT



Board M embership

Under the requirem ents o f  AS 46.03.360, 
the seven m em ber board consists o f the 
comm issioners o f  DEC and the 
Department o f  Transportation and Public 
Facilities (D OTPF), or their designees, 
and the following persons appointed by 
the governor to  serve staggered four-year 
terms:

• A registered engineer, who is 
knowledgeable about installing, 
upgrading, repairing, or closing 
USTs.

• A general contractor, who is 
know ledgeable about installing, 
upgrading, repairing, or closing 
USTs.

• Two owners or operators o f an UST, at least one o f  whom does not own or operate more 
than 10 USTs.

• A  m em ber o f  the insurance industry.

M embers serve w ithout compensation, but are entitled to  per diem and travel expenses. 
Since 1991, the board has employed a full-time executive director.

DEC’S Responsibilities

D EC ’s D ivision o f  Spill Prevention »od Response administers the financial assistance 
program. Statutes and regulations re q u ir  DEC to:

1. Receive, review , and approve applications and other required docum entation for
financial assistance.

2. Priority rank applicants using a scoring system  developed by the board.

3. D istribute and m onitor grant awards.

4. M anage the Storage Tank Assistance Fund.

ALASKA STATE LEOU1ATUK - 4 - nrVDDON Of LBQUUnVE AUDIT



P ACKGRQUND IN FO R M A T IO M

In 1990, the legislature created a program to 
provide both financial and technical advisory 
assistance to the owner and operators of 
underground petroleum storage tanks (UST). The 
assistance was to help UST owners and operators 
comply with current and prospective state and 
federal regulations (see inset at right). These 
regulatory requirements address numerous design 
and operational aspects o f USTs.

Underground tanks are typically used to store 
petroleum and other potentially hazardous 
substances. These tanks invariably develop leaks 
which allow the substances stored in them to leak 
into the surrounding soil, contaminating the 
groundwater, which in turn could contaminate a 
drinking water source.

The U.S. Congress directed the Environmental 
Protection Agency to develop regulations for the 
design, construction, and installation o f new 
tan<s. Additionally, new, stricter standards were 
established for the retrofitting o f existing tanks. 
Such tanks will be required to be upgraded to 
provide for leak detection, corrosion prevention, 
and spill °nd overflow  protection.

In addition, UST owners are required to 
demonstrate they are capable o f assuming 
financial responsibility for the costs involved in 
taking corrective action and cleaning up releases 
from their tanks.

Such financial responsibility extends to covering 
third party loss and bodily injury. Most UST 
owners are required to demonstrate $1 million of 
financial responsibility per occurrence and 
$2 million aggregate. Failure to meet the requirements may result in fines o f up to $10,000 per 
day.

ALASKA STATE LEOSLATUU - 5 - DrVOAJN OF LSGULATTY1 AUDIT



Because most Alaska businesses using USTs were unable to meet the financial responsibility 
requirements and unable to pay the possible fines, state legislation was introduced to provide 
assistance to assume ‘'financial responsibility.” The prime sponsor o f the original 1990 
legislation stated that it is “the responsibility o f the legislature to assist the small tank owners to 
comply with ihe new federal regulations
The enacted legislation addressed educational, technical, and financial assistance for UST 
owners and operators. It required owners and operators to register their tanks and pay a 
registration fee based on the size o f  their tank. In addition, the storage tank assistance fund 
(STA F) was established to provide financial assistance to owners and operators.

Financial Assistance Programs

Appropriations are made to STAF to fund the financial assistance programs. The programs 
provide grants and loans to owners and operators o f  regulated USTs. Assistance is provided 
under four different programs. As shown below, each program has different eligibility 
requirements, application dates, and grant reimbursement percentages.

Summary of UST Financial Assistance Programs

PROGRAM REGULATION (AAC) 
SESSION LAW (SLA)

ATTU CA TIO N  
HUE DATE

ELIGIBLE COSTS TYTE O F ASSISTANCE

T — fc T % h H i  Teabag 
A U i A M M a l  
la tc a ttre  Prograai

AS 46.03.415 
IIA A C 7IJ10  
(Subaeqvcody repealed)

March 5,1992

T * k  tighm aeieaa or vm 
— rw M  to dceerrmnc 
if th a t  had bnen t  rcieaae 
of petroleum.

50% of actual coca. Not 
to exceed (a) S300 per 
tank for took b g b n a a  
tests up to a  maximum of 
S1200 per b d l  try ;and. 
(b) $100 per u n k  for bee 
■eeesoaoa up to 13200 
per facility.

Taalr C lw i ip  G re a t I  
Loee P r o p i a

AS 46.03.420 
11 AAC 71.51J J i n  30,1994

Risk neaam eat. 
contatnmera, conacbvt 
■ebon, und cleanup.

Up to SI million per 
ooc mpwKf,

raapomtile far 10% of 
total rltamgi ooaa (not to 
exoaed $25,000).
Loam a n  available far 
owner’i  there

T a -k  Upgrade A
O m r G i u I 
Progi >■

AS 46.03.430 
11 AAC 71.520 December 31,1994

Removal, upgrade or 
replacement o f UST th«  
wm  m a ile d  befarc
December 2 2 ,19U.

60% o f anted ooeL Not to 
exoaed $60,000.

M k >w k h i
P r o f r tB

SLA 1990, a  96, Sec 7 
18 AAC 71.525

M v d t 5,1991
R M t n n w n t .  
(treoinmcnt, c lea n s , 
corrective action, 
upgrading or doaurc 
eebviba on or after 
Daoember 22,1981 m d 
before September J, 1990.

cleanup, corrective acaor 
and nek leeesr-jem
60% of ttograde or doaurc.

Not to exoead $200,000 
per owner/opcnaor.
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Financial assistance is no longer provided under the tank tightness testing and site assessment 
incentive program. Eligible applicants that applied before the due date for the other three 
programs are still on the active list awaiting funds. Applications for the tank cleanup grant and 
loan program are still accepted from applicants who applied before the due date for the tank 
upgrade and closure grant program if they discover and report contamination before July 1, 
1996. Eligible applicants that applied before the due date for the other three programs are still 
on the active list awaiting funds

Funding Issues

Like all state operations, funding for the STAF must be appropriated by the legislature. Since 
the beginning o f  the Financial assistance program, demand for assistance has been much more 
than the annual appropriations. Eligible applicants that are not funded in one year remain 
active until funds are available.

At the inception of the program, $6 million was appropriated for the grant and loan program. 
That amount has decreased each year with $1.9 million appropriated to fund FY 96 grants. 
DEC has estimated that over $54 million is needed to fund all eligible applicants. It will take 
approximately 19 years to fund existing projects at that level o f funding.

Reimbursement Program

Original legislation assigned a low priority to this program. Payment is to be made if  there is 
sufficient funding. Since inception, no projects have been Rinded. DEC has 158 applications 
for reimbursement. They estimate t.iat it will require over $3 million to fund ail projects.
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D E P O R T  CO N CLUS IO N S

In our opinion, the Board o f Storage Tank Assistance should be reestablished. The board 
plays an integral role in the State’s underground storage tank (UST) program. The board 
acts as a mediator, sets regulations, and acts as a sounding board to owners and operators o f 
USTs.

The board acts as an independent body in settling disputes between DEC and owners and 
operators o f  USTs. Since the board’s inception, they have mediated over eleven formal 
appeal cases. The board has been involved in numerous cases on an informal basis. Owners 
and operators call the board to informally discuss the applicability o f state statues and 
regulations to their specific situation; thereby averting the need for formal appeals.

The board actively participates in the making o f statutes and regulations pertaining to USTs. 
The board is statutorily required to adopt regulations to be used by DEC to administer the 
UST program. Regulations originally adopted have been amended and are currently in the 
process o f being revised. The board also reviews all regulations pertaining to USTs that are 
proposed by DEC.

We believe the board should continue until June 30, 2000. The intent o f legislation 
establishing the board was to assist owners and operators o f USTs to comply with federal and 
state laws and regulations. U.S. Environmental Protection Agency (EPA) regulations require 
USTs to meet new, stricter federal standards by Decem ber 22, 1998. The “need” or demand 
for funding to bring operating USTs into compliance have far outstripped the appropriations 
made to date. Prospectively, it is unlikely that the amount o f the appropriations will 
substantially increase over the next few fiscal years.1

Currently, it is unclear w.iat enforcement actions EPA will take in Alaska against UST 
owners that are not in compliance with the new regulations. Given these circumstances, we 
foresee there may be an ongoing public policy role for the board beyond the EPA 
im plementation deadline. By extending the board to June 30, 2000, a reevaluation o f its 
activities can be made in the summer o f 1999. Evaluation at this tim e w ould be made in the 
context o f E PA ’s enforcement action regarding UST requirements.

M any owners and operators need assistance from the financial assistance program before 
undertaking the necessary action to comply with federal and state laws and regulations. With 
the existing level o f funding (See Background Information) for the program, some eligible 
applicants will not receive funding until after the federal deadline.

1 As discussed in the Background Information section, it is estimated that it will cost more than S54 million to bring operating 
USTs into compliance with the prospective federal requirements. This estimate is based only on the funding that has been 
applied for to date under the State’s assistance program. Representatives of the Alaska Underground Tank Owners and 
Operators organization reported to us that they felt there were many owners and operators, who face being in non-compliance, 
that have not come forward and even applied for any of the available funding.
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F INDINGS AND RECOMMENDATIONS

The legislature should consider changing the statute to require the appointm ent o f one public 
member to the Board o f Stm ape Tank Assistance with no commercial o f financial interest in 
the replacem ent and retrofitting o f underground storage tanks.

Alaska Statute (AS 46.03.360) requires seven members to be appointed to the Board o f 
Storage Tank Assistance. M embership includes two government members —  the 
com m issioners o f the Department o f  Environmental Conservation and the Department of 
Transportation and Public Facilities —  and five “public members.” Four o f the public 
members m ust have specific knowledge o f  underground storage tanks. The fifth public 
member m ust be a m em ber o f the insurance industry. W hile not required by statute, this 
position has been filled by individuals involved in UST pollution liability insurance.

Typically, the legislature has provided for the appointm ent o f what is termed “a public 
m ember” to the State’s various professional licensing boards. The intent behind such a 
requirem ent is to give the general public access to the decision-making and actions that such 
a board m ight take. The public m ember acts as a disinterested representative on these boards, 
that unlike other board members, has no professional nor financial interest in board 
proceedings. While the five public m embers on the Board o f Storage Tank Assistance are 
from the private sector, they are involved, to varying degrees, with the commercial aspects 
surrounding USTs.

Because environm ental concerns are shared equally by the general public as well as those 
with a specialized knowledge o f UST issues and concerns, we suggest that the board and the 
public m ay benefit from the appointm ent o f a board member with no ties to USTs. Such an 
appointee should have no commercial o r financial interest in the replacem ent and retrofitting 
o f USTs. Appointm ent o f such a m em ber would serve to ‘’open up” the board proceedings in 
this adm ittedly very esoteric subject area. Since the board is instrumental in developing 
priorities and criteria by which funding decisions are made, such a perspective may provide a 
viewpoint that is independent from any operational, regulatory, or commercial interest. The 
presence o f  such a m ember would increase, albeit perhaps very incrementally, awareness o f 
the objectives and goals o f  the board, to the public at large while providing a “reality check” 
on the actions and goals o f  the board.

commendation No. 1
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A N A LYS IS  Q F  P U B L IC  N E E H

Limited Analysis

The following analysis o f  board activities relates to the public need factors defined in the 
“sunset" law, A laska Statute 44.66.050. These analyses are not intended to be 
comprehensive, but address those areas we were able to cover within the scope o f our review.

The ex ten tto  w hich the faoanl, anaraission , or;|
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Projects with the greatest health and environmental threats receive priority

In accordance with its statutory responsibility, the board has adopted regulations to be used 
by the D epartm ent o f  Environmental Conservation (DEC) to rank requests for assistance. 
Regulations specify the criteria to be used for ranking applications for cleanup, upgrade, and 
closure. A lthough not in regulation, the board has established a point system to prioritize 
each type o f project. The point system is designed to give the highest points to leaking 
underground petroleum  storage tanks (USTs) that pose the greatest threat to public health and 
the environm ent, thus ensuring projects requiring prompt corrective action are funded first.

Projects w ith im m inent public health threats receive emergency funds

An owner or operator o f a UST is eligible for emergency financial assistance if  a leak or 
overfill o f  their tank poses an imminent public health threat and the owner or operator does 
not have the funds to begin clean up action. This type o f release is usually evidenced by 
groundwater that has a high potential for contamination with a distinct probability that 
drinking w ater is or will be threatened.

A fter determ ining eligibility for an emergency grant, DEC m ust consult the board. A t a 
public m eeting the board reviews the severity o f the sitiation , the need for financial 
assistance, and the applicant’s compliance with federal and state laws. Also, the board 
reviews the prelim inary scope o f work. The board determines whether the amount o f 
requested funds is appropriate for the proposed scope o f work.

Since the board’s inception, they have approved seven projects in which almost $700,000 has 
been expended on em ergency projects.

Roard resolves disputes

DEC receives and processes applications for financial assistance. If  determined eligible, an 
applicant’s project receives a score (or rank). Once the project receives funding, 
docum entation o f  expenses is submitted to DEC for reimbursement.
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One o f  the board’s statutory' duties is to hear appeals from owners and operators who 
disagree with D EC ’s determinations. The board has adopted regulations on the appeal 
process. Once an appeal is requested, regulations require a hearing to be held at the next 
scheduled board meeting and the board is required to issue a decision w ithin 10 days. 
A ccording to the board, the hearing date and time is scheduled at the convenience o f  the 
appellant. I f  the location o f the next board meeting is inconvenient, a teleconference is held.

O ur testing revealed that the board is in compliance with regulations. The files we reviewed 
show ed that appeal hearings w ere heard w ithin 30 days after a written request w as made. 
D ecisions were issued at the end o f  each hearing.

Since 1991, the board has heard eleven appeals. The majority were related to rank and the 
rem ainder related to the eligibility o f  costs. Appeals over eligibility for the financial 
assistance program have never been brought before the board. The board has ruled in favor 
o f  the appellant in 6 o f  the eleven appeals (55%), w ith the rem ainder in favor o f  DEC.

A ccording to the board, they have w orked w ith numerous UST owners and operators who 
have disagreed with D EC ’s actions but, due to the board’s intervention, did not request an 
appeal. Often, an explanation or clarification o f  procedures by the board’s executive director 
has elim inated the need for a formal appeal.

Information provided to interested patties

The board utilizes several m edium s to ensure that owners and operators arc kept abreast o f 
federal and state regulations. After the new storage tank statutes and regulations were 
adopted, the board, in conjunction with DEC, conducted workshops in seven different areas 
o f  the State to introduce individuals to the UST program. The workshops w ere attended by 
ow ners and operators o f U STs and individuals from private companies; city, borough, and 
state ager/'ies.

Currently, the board contributes one or two articles to D EC ’s newsletter, “Alaska 
U nderground,” w hich is published approximately three times a year. A rticles are about 
board activities or changes in regulations or policies. In addition to owners and operators, 
the new sletter is distributed to consultants, certified workers, legislators, state agencies and 
interested persons.

In between publication dates, the board prepares information bulletins that are distributed to 
tank owners and operators. The bulletins are one to two page reports on issues o f  interest.

The board has prepared a booklet o f  “Questions and Answers” about the U ST program . It is 
designed to introduce people to the program and provide answers to questions most 
frequently asked o f the board. It is updated annually and distributed to tank owners and 
operators, legislators, DEC staff, and federal Environmental Protection A gency staff.
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The board’s establishing legislation also provided financial assistance programs to assist the 
owners and operators o f USTs to comply with federal and state requirements. Appropriations 
are made to the storage tank assistance fund to provide assistance to owners and operators of 
UST. Although DEC manages the fund, the board is responsible for allocating funds to the 
financial assistance programs.

Each year, at its July meeting, the board discusses funding. DEC informs the board o f the 
number o f applications received and the am ount requested. They also suggest various 
methods to allocate the funds. The board then decides which projects to fund.

W hen the fund was first established in 1991 more than $6 million was allocated to storage 
tank grants. Since then, funding has decreased. W hile funds have decreased, requests for 
financial assistance have increased. DEC estimates that over $54 million is needed to fund 
all projects on file.

The FY 96 appropriation to financial assistance grants and loans was $1.9 million. I f  funding 
continues at the this level it will take approxim ately 19 years to fund all projects.

Due to insufficient funding, no funds have been paid to eligible applicants o f  the 
reimbursement program. Original legislation allow ed tank owners and operators to apply for 
reimbursement for a part o f their eligible costs for UST upgrade activities if  such activities 
took place prior to the law ’s effective date. A pplicants had to apply by March 5, 1991 to be 
considered for funding. Legislation required that payments under this program w ould only 
be made after other requests for financial assistance had been satisfied. Since there remains 
outstanding funding requests under the various other programs, the board has not allocated 
any funding for this purpose.

D EC ’s records indicate that approximately $3 m illion is needed to reimburse the 158 eligible 
applicants on file.

that are gencralfy of beneS! to the pobhc interest

The board has actively participated in statutory changes regarding USTs. In 1994, three 
changes were m ade to the statutes:

1. Original legislation required the board to hear appeals when disputes arose on eligibility 
o f costs and priority ranking. Statutes w ere amended to ailow the board to also hear 
appeals on program eligibility.
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The board has encouraged public participation in the m aking o f  its regulations. Prior to 
adoption, regulations are discussed at board m eetings which arc advertised and open to the 
public.

The efSciency 'w ii^ fakh  pebTc inquirer ttetetxvitiea of the
board, comnria«ttP»£<y agency filed w ittrit, wife the depnmneatto which a board o r 
commission ia odlB rtrC ivdy assigned, or with the Office of the Ombudsman have been

From a review  o f  the om budsm an closed case files we determ ined that no complaints have 
been filed against any activities o f  the board.

Since the board does not regulate any occupation or profession, this criterion is not 
applicable to the activities o f  the board.

2. The due date for applications for financial assistance for the tank closure and upgrade and 
closure program was set for Decem ber 31,1994.

3. The application due date for the tank cleanup grant and loan program (cleanup program) 
was June 30, 1994. Statutes were amended to extend the due date for two years for 
eligible applicants o f  the upgrade and closure program i f  they discover and report 
contam ination before July 1, 1996.

Activities o f the board are discussed at meetings that are open to the public. All meetings are 
announced in newspapers in the three largest cities in the State. The announcement includes 
a b rief summary o f the m ajor issues that will be discussed.

The meeting agenda provides for public comm ent at the beginning and end o f each meeting. 
Also, the board chair solicits public comments throughout the meeting.
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N othing has come to our attention to indicate that the board has not complied with state 
personnel practices.

Tteextentto which statutory, regulatory; budgeting, other changes arc necessary to enabJfr 
the agency, board or commisiioo to better serve the interests of the public and to comply 
with the factor? enumerated in tfaa sobeectkjn. * , '

See Recommendation No. 1.
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P S O S K O R S I  
PETROLEUM 
STORAOI TANK

B o a r d  o f  S t o r a g e  T a n k  A s s i s t a n c e

Tony Knowles, Governor

410 WILLOUGHBY AVENUE 
JUNEAU, ALASKA 9980.

(907) 465-5219 
FAX (907) 465-5218

December 22, 1995

Division o f Legislative Audit 
P.O. Box 113300 
Juneau, AK 99811-3300

Attention: Jim Griffin

RE: Preliminary Report-Sunsct Review of the Board of Storage Tank Assistance 
Audit Control Number; 18-1432-95

Dear Mr. Griffin,

This letter is in response to the Preliminary Report pertaining to the Sunset Review o f the Board 
o f Storage Tank Assistance.

Several errors were noted as follows:

Page 7, paragraph 3. Actual number is XI .9 million, not S2.9 million.
Page 15, paragraph 5. Actual number is XI .9 million, not $2.9 million.
Page 16, Items 2 & 3. References to “closure program" should read ‘"upgrade and closure 
program"

The Board o f Storage Tank Assistance discussed at length the findings and recommendation 
outlined in the Preliminary Report, specifically Recommendation No 1, “The legislature should 
consider amending Board statutes to provide for the appointment o f a public member with no 
specialized knowledge of, or commercial interest in, underground storage tanks."
The Board fully supports modifying existing statutes to allow for additional appointments. With 
nearly 50 million dollars in financial assistance requests currently on file, the Board welcomes 
any additional input and insight that might be brought forward by citizens concerned with 
protecting Alaska’s public health and environment The Board o f Storage Tank Assistance has 
been extremely successful in protecting and restoring Alaska’s fragile environment from 
petroleum contamination resulting from leaking underground storage tanks and has done so 
without jeopardizing Alaskan jobs or Alaska’s transportation dependant economy. The program 
is under funded at this time and needs to develop an alternative funding source to address current 
and future needs. The appointment o f a concerned representative from outside the tank industry 
will help the Board evaluate future needs, scope and funding alternatives to insure the continued 
future success o f the Storage Tank Assistance program.
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The Board is committed to constantly refining and improving the Storage Tank Assistance Fund 
consistent with the program’s original assistance-oriented intent. Tank owners and operators are 
a hard working and indispensable segment o f A 'aska's economy and deserve a hard working, 
const cntious and diversified Board o f Storage Tank Assistance.

As you are aware, funds appropriated by the Alaska State Legislature to the Storage Tank 
Assistance Fund are allocated annually by the Board o f Storage Tank Assistance to different 
financial assistance programs, the tank cleanup program, the tank upgrading program and the 
tank closure program.

The Board o f Storage Tank Assistance makes the annual allocations after taking into 
consideration the amount o f money in the Fund, the money required to meet the needs for each 
program, as supported by approved applications and the requirement that the greatest priority be 
given to funding projects that present the greatest threat or potential threat to public health. 
Although all regulated tank owners and operators are eligible, all applicants are priority ranked 
for funding according to regulations and criteria established by the Board o f Storage Tank 
Assistance. The ranking system emphasizes public health threat foremost followed by numerous 
other considerations such as size o f business, number o f tanks owned, whether the company is 
too small to be self-insurable, nearest alternative fuel source and whether the facility is in a rural 
location. Several other criteria are used to rank applications with an emphasis on small rural tank 
owners that pose an imminent public health threat and have acted in good faith to undertake as 
much o f the work as possible on their own.

Although the Board has addressed public health threats associated with leaking underground 
petroleum storage tanks to a considerable extent, the problem is not yet resolved and will take 
many years to resolve statewide. Again, the Board fiilly supports the recommendation outlined 
in the Preliminary Report.

Please feel free to contact me at 465-5219 at your convenience if  you have any questions or wish 
to discuss this matter further.

■John C. Barnett
Executive Director, Board o f  Storage Tank Assistance

cc: Judy Chadwick-Anderson, Board Chairperson



Members o f the Legislative 
Budget and Audit Com mittee:

We have reviewed the response o f the Board o f  Storage Tank Assistance to our audit report. 
We have made the suggested editing changes noted in the letter regarding a dollar amount 
used in the report and the description of one o f  the S tate’s underground storage tank 
programs.

L E G I S L A T I V E  B U D G E T  A N D  A U D I T  C O M M I T T E E  

Division of Legislative Audit

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

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

Decem ber 29, 1995

Legislative A uditor
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