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Division of Legislative Audit

P.O. Box 113300
Juneau, AK 99811-3300
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FAX (907) 465-2347

September 19, 1995

Members of the Legislative Budget
and Audit Committee:

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

DEPARTMENT OF ENVIRONMENTAL CONSERVATION
BOARD OF STORAGE TANK ASSISTANCE

September 19, 1995
Audit Control Number
18-1432-96

This audit was conducted under the requirements of Alaska Statutes 44.66.050 and the
authority of AS 24.20.271(1). In the report, we assess the operations and performance of the
Board of 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 of 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 of
developing this report are discussed in the Objectives, Scope, and Methodology section of this
report. h
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O BIECTIVES, sCOPE. AND METHODOLOG V

In accordance with the intent of Titles 24 and 44 of the Alaska Statutes (sunset legislation), we
have reviewed the activities of the Board of Storage Tank Assistance. As required by
AS 44.66.050(a), the legislative committee of 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 determine if the termination date of the board should be extended.

2. To determine if the board is operating in the interest of the public. Inassessing the
operations and performance of the board, we utilized the criteria set out in
AS 44.66.050(c). Criteria set out in this statute relates to the determination of a
demonstrated public need for the board.

Scope and Methodology

The board was created in September 1990. Our scope included all activities of the board since
its inception. We reviewed the board’s activities to determine whether they have been in the
interest of 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 of Alaska's statutes and regulations.

. Budget documents, session laws and other legislative information relating to theboard's
operations.

. Transcribed minutes and audio tapes of board meetings.

. Internal reports and documents prepared by the board and the Department of

Environmental Conservation (DEC).

. Reading files ofthe board’s executive director.
. Grant files of recipients of financial assistance.
. Financial information on the State’s accounting system.
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. Office ofthe Ombudsman closed case file.
. Office ofthe 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 of underground petroleum storage tanks.

In addition, we attended the July 20, 1995 meeting of the board. We observed the proceedings
and the interaction of the board with the public.
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O RGANIZATION AND FUNCTIOXT

In 1990, the legislature (Chapter 96, SLA 1990) established a process to provide both
technical and financial assistance to owners and operators of 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 of existing leaks and prevention of future leaks associated with
USTs in order to protect the public from contamination of drinking water and to protect the
environment.

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

L 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.

3. Resolve disputes that might 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 of a
contaminant that is allowed to remain in soil or groundwater after cleanup of 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 of a point system to rank eligible applicants.
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Board Membership

Under the requirements of AS 46.03.360,
the seven member board consists of the
commissioners of DEC and the
Department of Transportation and Public
Facilities (DOTPF), or their designees,
and the following persons appointed by
the governor to serve staggered four-year
terms:

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

* A general contractor, who is
knowledgeable about installing,
upgrading, repairing, or closing
USTs.

» Two owners or operators of an UST, at
than 10 USTs.

* A member of the insurance industry.

Board of Storage Tank Assistance
(as of August 15, 1995)

Judy Chadwick-Anderson, Chair

(representative of the Insurance Industry)

Kurt Fredriksson

designee of the commissioner of DEC
Robert Haines
tank Contractor
Nate Johnson
designee ofthe commissioner of DOTPF
Steve Johnson
Registered Engineer
Jim Weymiller
Tank Owner
Dale Young
Tank Owner
John Barnett
Executive Director

gnp

mSj

least one of whom does not own or operate more

Members serve without compensation, but are entitled to per diem and travel expenses.
Since 1991, the board has employed a full-time executive director.

PEC’s Responsibilities

DEC’s Division of Spill Prevention and Response administers the financial assistance

program. Statutes and regulations require DEC to:

1 Receive, review, and approve applicationsand

financial assistance.

2. Priority rank applicants using a scoring systemdeveloped by the board.
3. Distribute and monitor grant awards.
4. Manage the Storage Tank Assistance Fund.

-4-
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B ACKGROUND INFORMATION

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 of USTSs.

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 of new
tanks. Additionally, new, stricter standards were
established for the retrofitting of existing tanks.
Such tanks will be required to be upgraded to
provide for leak detection, corrosion prevention,
and spill and overflow protection.

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

Such financial responsibility extends to r*-ring
third party loss and bodily injury. Most UST
owners are required to demonstrate $1 million of
financial responsibility per occurrence and

Federal Law Imposes Strict
Requirements on USTs

Congress passed the Hazardous and Solid Waste
Amendments of 1984 to the Resource Conservation
and Recovery Act. These amendments, in part
require the U.S. Environmental Protection Agency
(EPA) to regulate USTs containing petroleum and
hazardous substances. According to EPA estimates,
nationwide there are several million USTa that
contain petroleum or hazardous substances--tens of
thousands of which, together with their associated
piping* are leaking and contaminating groundwater
a major source of drinking water for a large portion
of the country.

Congress directed the EPA to develop regulations
for the design, construction, and installation of new
tanks as well as the addition of leak detection,
corrosion prevention, and spill and overflow
protection to existing tanks. The EPA regulations
went into effect on December 22, 1988 and USTs
installed on or before that date are considered
“existing tanks,"” while those tanks installed after
that date are considered “new installations.” New
installations are to meet the performance standards
set out in theregulations at the time of tank
installation. Existing tanks are allowed to phase in
these standaids over a p/eriod of 10 years.

Congress also mandated that all UST owners, except
state and federally owned or operated tanks, be able
to demonstratespecific levels of  financial
responsibility for corrective action and cleanup
associated with releases from their USTs including
third party loss and bodily injury. The financial
responsibility requirements were phased in according
to the type of owner and the number of tanks owned.
The final date for all tank owners to meet this
requirement was December 31, 1993.Most tank
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 of up to $10,000 per day.

Source: DECs FY 94 STAF Report

$2 million aggregate. Failure to meet the requirements may result in fines of up to $10,000 per

day.
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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 of the original 1990
legislation stated that it is “the responsibility’ o fthe legislature to assist the small tank owners to
comply with the newfederal 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 of their tank.

In addition, the storage tank assistance fund

(STAF) was established to provide financial assistance to owners and operators.

Financial Assistance Programs

Appropriations are made to STAF to fund the financial assistance programs.
provide grants and loans to owners and operators of regulated USTs.
As shown below, each program has different eligibility

under four different programs.
requirements, application dates, and grant reimbursement percentages.

Summary of UST Financial Assistance Programs

The programs

Assistance is provided

STATUTE (AS)
| PROGRAM REGULATION (AAC) APPLICATION ELIGIBLE COSTS TYPE OF ASSISTANCE
SESSION LAW (SLA) DUE DATE
Tank tightness tests or site  50% of actual costs. Not
Tank Tightness Testing ~ AS46.03.415 assessments to determine  to exceed (a) $300 per
& Site Assessment 18AACT8.510 March 5, 1992 ifthere had beena release  tank for tank tightness
Incentive Program (Subsequently repealed) of petroleum. tests up to amaximum of
$1,200 ger facility; and,
(b) $800 per tank for site
assessments up to $3,200
per facility.
_ Up to $1 million per
Tank Cleanup Granl & AS46.03.420 Risk assessment, occurrence,
Loan Program 18 AAC78.515 June 30.1994 containment, corrective owner/o_gerator IS
action, and cleanup. responsible for 10%of
total cleanup costs (not to
exceed $25,000?.
Loans arc available for
owner’s share.
Tank Upgrade & AS 46.03.430 Removal, upgrade or 60% of actual cost. Not to
Closure (g ranl 18 AAC 78.520 December 31, 1994 replacement of USTthat ~ exceed $60,000.
Program was installed before
December 22, 1988,
Risk assessment, 90% of containment,
Reimbursement SLA 1990, Ch 96, Sec 7 March 5.1991 containment, cleanup, cleanup, corrective action
Program 1BAAC 78.525 corrective action, and risk assessment.
upgrading or closure 60% of upgrade or closure.
activities on or aflcr
December 22, 1988 and Not to exceed $200,000
before September 5,1990.  per owner/operator.
-6-
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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 of 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 of 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 funded. DEC has 158 applications
for reimbursement. They estimate that it will require over $3 million to fund all projects.
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R EP-QRT CmCLUSLOIN”

In our opinion, the Board of 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 of
USTs.

The board acts as an independent body in settling disputes between DEC and owners and
operators of 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 of state statues and
regulations to their specific situation; thereby averting the need for formal appeals.

The board actively participates in the making of 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 origi ally adopted have been amended and are currently in the
process of 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 of legislation
establishing the board was to assist owners and operators of 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 December 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 of the appropriations wili
substantially increase over the next few fiscal years.1

Currently, it is unclear what 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
implementation deadline. By extending the board to June 30, 2000, a reevaluation of its
activities can be made in the summer of 1999. Evaluation at this time would be made in the
context of EPA’s enforcement action regarding UST requirements.

Many 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 of funding (See Background Information) for the program, some eligible
applicants will not receive funding until after the federal deadline.

1As discussed in Ihc Background Information section, it is estimated that it will cost more than $54 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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FJINPMGSANDRECQMMEMMTIOJSS;

Recommendation No, 1

The legislature should consider changing, the statute to require the appointmenLof one public
member to the Board of Storage Tank Assistance with no commerciaLof financial interest in

thejieplacement and relro.fittingi?.fundfifgound-stoiaesJaDks.

Alaska Statute (AS 46.03.360) requires seven members to be appointed to the Board of
Storage Tank Assistance. Membership includes two government members — the
commissioners of the Department of Environmental Conservation and the Department of
Transportation and Public Facilities — and five “public members.” Four of the public
members must have specific knowledge of underground storage tanks. The fifth public
member must be a member of the insurance industry. While not required by statute, this
position has been filled by individuals involved in UST pollution liability insurance.

Typically, the legislature has provided for the appointment of what is termed “a public
member” to the State’s various professional licensing boards. The intent behind such a
requirement is to give the general public access to the decision-making and actions that such
a board might take. The public member 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 members on the Board of Storage Tank Assistance are
from the private sector, they are involved, to varying degrees, with the commercial aspects
surrounding USTSs.

Because environmental concerns are shared equally by the general public as well as those
with a specialized knowledge of UST issues and concerns, we suggest that the board and the
public may benefit from the appointment of a board member with no ties to USTs. Such an
appointee should have no commercial or financial interest in the replacement and retrofitting
of USTs. Appointment of such a member would serve to “open up” the board proceedings in
this admittedly 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 of such a member would increase, albeit perhaps very incrementally, awareness of
the objectives and goals of the board, to the public at large while providing a “reality check”
on the actions and goals of the board.

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT






ANALYSIS.OF PUBLIC NEED

Limited Analysis

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

The extent to which the board, commission, or program has operated in the public interest.
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 Department of Environmental Conservation (DEC) to rank requests for assistance.
Regulations specify the criteria to be used for ranking applications for cleanup, upgrade, and
closure. Although not in regulation, the board has established a point system to prioritize
each type of project. The point system is designed to give the highest points to leaking
underground petroleum storage Lanks (USTs) that pose the greatest threat to public health and
the environment, thus ensuring projects requiring prompt corrective action are funded first.

Projects with imminent public health threats receive. emergencylJiinds

An owner or operator of a UST is eligible for emergency financial assistance if a leak or
overfill of 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 of release is usually evidenced by
groundwater that has a high potential for contamination with a distinct probability that
drinking water is or will be threatened.

After determining eligibility for an emergency grant, DEC must consult the board. At a
public meeting the board reviews the severity of the situation, the need for financial
assistance, and the applicant’s compliance with federal and state laws. Also, the board
reviews the preliminary scope of work. The board determines whether the amount of
requested funds is appropriate for the proposed scope of work.

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

Board 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,
documentation of expenses is submitted to DEC for reimbursement.

- 13-
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One of the board’s statutory duties is to hear appeals from owners and operators who
disagree with DEC’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 within 10 days.
According to the board, the hearing date and time is scheduled at the convenience of the
appellant. If the location of the next board meeting is inconvenient, a teleconference is held.

Our testing revealed that the board is in compliance with regulations. The files we reviewed
showed that appeal hearings were heard within 30 days after a written request was made.
Decisions were issued at the end of each hearing.

Sinco 1991, the board has heard eleven appeals. The majority were related to rank and the
remainder related to the eligibility of costs. Appeals over eligibility for the financial
assistance program have never been brought before the board. The board has ruled in favor
ofthe appellant in 6 ofthe eleven appeals (55%), with the remainder in favor of DEC.

According to the board, they have worked with numerous UST owners and operators who
have disagreed with DEC’s actions but, due to the board’s intervention, did not request an
appeal. Often, an explanation or clarification of procedures by the board’s executive director
has eliminated the need for a formal appeal.

Information provided to interested parties

The board utilizes several medium to ensure that owners and operators are kept abreast of
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
of the State to introduce individuals to the UST program. The workshops were attended by
owners and operators of USTs and individuals from private companies; city, borough, and

state agencies.

Currently, the board contributes one or two articles to DEC’s newsletter, “Alaska
Underground,” which is published approximately three times a year. Articles are about
board activities or changes in regulations or policies. In addition to owners and operators,
the newsletter 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 of interest.

The board has prepared a booklet of “Questions and Answers” about the UST program. It is
designed to introduce people to the program and provide answers to questions most
frequently asked of the board. It is updated annually and distributed to tank owners and
operators, legislators, DEC staff, and federal Environmental Protection Agency staff.

- 14-

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT



The board’s establishing legislation also provided financial assistance programs to assist the
owners and operators of 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 of the
number of applications received and the amount requested. They also suggest various
methods to allocate the funds. The board then decides which projects to fund.

When the fund was first established in 1991 more than $6 million was allocated to storage
tank grants. Since then, funding has decreased. While 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. If funding
continues at the this level it will take approximately 19 years to fund all projects.

Due to insufficient funding, no funds have been paid to eligible applicants of the
reimbursement program. Original legislation allowed tank owners and operators to apply for
reimbursement for a part of their eligible costs for UST upgrade activities if such activities
took place prior to the law’s effective date. Applicants had to apply by March 5, 1991 to be
considered for funding. Legislation required that payments under this program would 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.

DEC’s records indicate that approximately $3 million is needed to reimburse the 158 eligible
applicants on file.

The extent to which the board, commission, or agency has recommended statutory changes
that are generally of benefit to the public interest.

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

1 Original legislation required the board to hear appeals when disputes arose on eligibility
of costs and priority ranking. Statutes were amended to allow the board to also hear

appeals on program eligibility.

- 15 -
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2. The due date for applications for financial assistance for the tank closure and upgrade and
closure program was set for December 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 of the upgrade and closure program if they discover and report
contamination before July 1, 1996.

The extent to which the board, commission, or agency has encouraged interested persons to
report to it concerning the effect of its regulations and decisions on the effectiveness of
service, economy of service, and availability of service that it has provided.

Activities of 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 briefsummary of the major issues that will be discussed.

The meeting agenda provides for public comment at the beginning and end of each meeting.
Also, the board chair solicits public comments throughout the meeting.

The extent to which the board, commission, or fgency has encouraged public participation
in the making of its regulations and decisions. fj

The board has encouraged public participation in the making of its regulations. Prior to
adoption, regulations are discussed at board meetings which are advertised and open to the
public.

The efficiency with which public inquiries or complaints regarding the activities of the
board, commission, or agency filed with it, with the department to which a board or
commission is administrativel as% ned, or with the Office of the Ombudsman have been

processed and resolved.

i A’ W

From a review of the ombudsman closed case files we determined that no complaints have
been filed against any activities of the board.

The extent to which the board or commission which regulates entry into an occupation or
profession has presented qualified applicants to serve the public.

Since the board does not. reguuue any occupation or profession, this criterion is not
applicable to the activities of the board.
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Hie extent to which state personnel practices, including affirmative action requirements
have been complied with by the board, commission, or agency to its own activities and the
area ofactivity or interest

Nothing has come to our attention to indicate that the board has not complied with state
personnel practices.

The extent to which statutory, regulatory, budgeting, or other changes are necessary to enable
the agency, board or commission to better serve the interests of the public and to comply

with the factors enumerated in this subsection.

See Recommendation No. 1.

- 17-

ALASKA STATE LEGISLATURE division OF LEGISLATIVE AUDIT






PETROLEUM Board of Storage Tank Assistance

STORAGE TANK

410 WILLOUGHBY AVENUE
JUNEAU, ALASKA 99801
(907) 465-5219

Tony Knowles, Governor FAX (907) 465-5218

December 22, 1995

Division of Legislative Audit

P.O. Box 113300 . . .
legislativ i

Juneau, AK 99811-3300 egislative audit

Attention: Jim Griffin

RE: Preliminary Report.Sunset 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 Repo.i pertaining to the Sunset Review ofthe Board
of Storage Tank Assistance.

Several errors were noted as follows:

Page 7, paragraph 3. Actual number is $1.9 million, not $2.9 million.

Page 15, paragraph 5. Actual number is $1.9 million, not $2.9 million.

Page 16, Items 2 & 3. References to “closure program” should read “upgrade and closure
program”

The Board of Storage Tank Assistance discussed at length the findings and recommendation
outlined in the Preliminary Report, specifically Recommendation No I, "The legislature should
consider amending Board statutes to providefor the appointment ofa 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 of 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 of 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 of the Storage Tank Assistance program.



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 of Alaska's economy and deserve a hard working,
conscientious and diversified Board of 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 of Storage Tank Assistance to different
financial assistance programs, the tank cleanup program, the tank upgrading program and the
tank closure program.

The Board of Storage Tank Assistance makes the annual allocations after taking into
consideration the amount of 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 of Storage Tank
Assistance. The ranking system emphasizes public health threat foremost followed by numerous
other considerations such as size of business, number of 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 of 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 fully 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.

Sincere” Yours,

u < fry

John C. Barnett
Executive Director, Board of Storage Tank Assistance

cc: Judy Chadwick-Andcrson, Board Chairperson

-20-



LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Audit

P.O. Box 113300
Juneau, AK 99811-3300
(907) 465-3830

FAX (907) 465-2347

December 29, 1995

Members of the Legislative
Budget and Audit Committee:

We have reviewed the response of the Board of 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 of the State’s underground storage tank

programs.

Randyy .Welker
Legislative Auditor





