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JFISCALMOTE
STATE OF ALASKA Fiscal Note Number:
2002 LEGISLATIVE SESSION peg f) 6 2002 Bill Version: SB 115

() Publish Date:
( SENATE rinANCE

Revision Date/Time (Note if correction): COMMITEE Dept. Affected: Environmental Conservation
Title An Act extending the Termination date BRU Spill Prevention and Response
of the Board of Storage Tank Assistance Component Contaminated Sites

Sponsor Senate Rules Committee

Requester Senate Finance Committee Component No. 2386
Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services

Travel 11.2 11.2

Contractual 40.2 40.2

Supplies

Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 51.4 51.4 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) ]

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

1052 OHSRPR Prevention Account 51.4 51.4
TOTAL 51 * 51.4 0.0 0.0 0.0 0.0
Estimate of any current year (FY2002) cost: 0.0

Check this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposal:

POSITIONS

Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0

ANALYsSIs:  (Attach a separate paqe if necessary)
Board Travel and Contractual Administrative Costs - Funding is provided through FY 02 for Board

administrative costs. These costs have been continued into FY 03 and FY 04 as a result of the Board
extension and wind down year.

Prepared by: Larry Dietrick Phone 465-5250
Division Spill Prevention and Response Date/Time 1/30/02 1:26 PM
Approved by: Kurt Fredriksson Date 1/30/02

Agency Department of Environmental Conservation
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SENATOR SESSION ADDRESS
GENE THERRIAULT State Capitol
Chair I / Juneau, Alaska 99S01-11S2

(907) 465-4797
Fax: (907) 4G5-3554

Legislative Budget and Audit Committee

Senate Bill 115 “An Act extending ihe termination date of the Board of Storage
Tank Assistant

Sponsor: Senate Rules Committee at the Request of the Legislative Budget
and Audit Committee

Sponsor Statement

Under AS 46.03.360 the State Board of Storage Tank Assistance plays an integral role in
promoting compliance throughout the State of Alaska with state and federal regulations
related to installation and operation specifications for underground storage tanks as well as
during the cleanup process when leaks and spills occur. By doing so, the Board is
instrumental in safeguarding underground drinkhg water supplier from pollution and
therefore protecting the public’s health.

The Board membership is prescribed by statute and seats seven members. This particular
board is charged with: (1) adopting regulations used by the Department of Environmental
Conservation in determining which costs are eligible for financial assistance, (2) adopting
regulations to be used by the Department to prioritize applications for financial assistance,
(3) approving regulations specifying allowable technologies for testing, containment and
cleanup, or corrective action prior to being adopted by the department, and (4) reviewing
regulations proposed by the department that set a standard for the level of containment that is
allowed to remain in soil or groundwater after cleanup of a release from or associated with an
underground storage tank. The board has authority to settle disputes for financial assistance
and may issue decisions that are binding on the owner, operator, and Depanment of
Environmental Conservation. The board is also tasked with mediating disputes between
owners, operators and the Department in regard to cleanup plans. In addition, the board may
also hear disputes and grievances relating to delays or requirements associated with cleanup
decisions (no further action letters) issued by the Department of Environmental
Conservation.

The State Board of Storage Tank Assistance is set to expire June 30,2001 under
AS 44.66.010(18), Legislative Oversight. If the Legislature does not act to extend the board,
it would have one year, until June 30. 2002 to administratively conclude its affairs. Senate
Bill 115 will extend the Board for two years to June 30, 2003.

INTERIM ADDRESS
119 N. Cushman Suite 101, Fairbanks, Alaska 99701 « (907) 488-0857 « Fax: (907) 488-4271



Tank Assistance

0 Capitol Resolve

P.O. Box 240651 Dou las, AK 99824
(907) 364-2514 gport Office

(907) 64 518 (Facsimile

Creso ve@gc Ng

February 27,2001

Honorable Gene Therriault

Chair, Legislative Budget and Audit Committee
State Capitol, Room 121

Juneau, Alaska 99801-1182

Subject: Support Letter for Senate Bill 115 "An Act extending the
termination date of the Board of Storage Tank Assistance."

Dear Senator Terriault,

On behalfof the Board of Storage Tank Assistance, | would like to thank you and your fellow
members of the Legislative Budget and Audit Committee for introducing Senate Bill 115 and
allowing us to submit this letter of support.

The Board concurs with the findings and recommendations made by the Division of Legislative
Audit in their Sunset Review of the Board of Storage Tank Assistance completed September 27,
2000 and fully supports extending the Board sunset date until June 30,2003.

The changes resulting from the passage of SB 128 in 1999 have just recently been implemented and
it is imperative that the Board be available to “fine-tune” the new regulations and most especially the
new cleanup loan program. Our initial cleanup loans should be issued during this upcoming 2001
construction season with more loans expected during 2002 and 2003. The loans are not one-time
loans to complete all necessary work, but are in fact phased loans issued over several years to
underground storage tank owners and operators based on cleanup progress and remediation
successes. We expect a number of misunderstandings and disputes to arise once the leans are issued.
It will be important to tank owners and operators that tire Board be available to assist in mediating
those disputes over the next 3 years.

Ifyou should require additional information, please do not hesitate to contact me at (907) 276-5617,
or the Board’s Executive Director, John Barnett, at (907) 364-2514.

Sincerely Youi?
/£

/
Jiid/Gfjamvick 472 C
Chair,'Board of Storage Tank Assistance
/


mailto:cresolve@gcl.net

About the Board

The Board is a seven-member board comprised of one Commissioner’s
designee and six citizens from the private sector.

Boaﬁd members serve without compensation and have one contracted
employee.

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

The Board mediates disputes regarding eligibility for financial assistance,
eligible costs, priority ranking positions and cleanup plans for sites with
contamination resulting from leaking underground petroleum storage tanks.

The Beard also mediates cleanup decisions (“no further action” letters).
C mers or operator may apply to the board to review cleanup decision disputes
and the board may issue recommendations to the department, which may
include suggested time limits for completing appropriate cleanup activities or
reaching a cleanup decision,

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

Limited annual funding requires applications for financial assistance grants
and loans to be priority ranked annually using a Board scoring system that
emphasizes imminent threats to public health. Additional criteria include
proximity to alternate fuel, rural or urban location md other factors determined
relevant by the Board.

Only those owners and operators that have relatively small operations are
eligible for financial assistance grants. Cleanup loans are currently available to

all size operations.
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The Storage Tank Assistance Fund
and the

Alaska Storage Tank Program

Questions and Answers

Cleanup activities at an Anchorage gas station.

During the years 1986 through 1990, increasedfederal regulations and aggressive EPA
enforcement actionforced numerous Alaska underground storage tank owners out of
business. Many ofthese tank owne; #could not afford the high cost ofcleanup ofcon-
taminationfrom their leaking tanks The 1990 Legislature determined that the State
should have an assistance-bhased tank program to keep these affected businesses "in
business" as productive members o fthe Alaska economic community.



The Problem

Headlines are commonplace throughout the state concerning undergroundstorage tank
ownerproblems and pollution resulting from leaking undergroundstorage tanks. Many
tank owners are reducing their liability and cutting back on services while others have

simply gone out o fhbusiness altogether.

The Storage Tank Assistance Program was established toprotect Alaska's drinking wa-
ter supplies and to help Alaska's regulated undergroundstorage tank owners and opera-
tors meet EPA's tough new environmental laws and regulations pertaining to under-
groundpetroleum storage tanks.

Thegoals oftheprogram were simple:
* cleanup existing leaks,
« preventfuture leaks, and
« help Alaska’s tank owners and

operators through educational,
tech/ leal and financial assistance.

Tank turmoil



Questions and Answers

WHAT ISAREGULATED UNDERGROUND STORAGE TANK?
* Regulated tanks are predominantly motor fuel tanks.

*

In general, gasoline, diesel and waste oil tanks greater than 110 gallons are regulated,
although there are exemptions.

* Heating oil tanks are NOT regulated.

>(.

Residential motor fuel tanks less than 1100 gallons for farm or residential use are NOT regu-
lated.

*

Several other types of tanks are not regulated depending upon their use.

WHO REGULATES UNDERGROUND STORAGE TANKS?
* EPA regulates tanks under 40 CFR 280 and 40 CFR 281.

* State of Alaska regulates tanks under Title 46 and 18 AAC 78 and 18 Aa C 75.

* Local governments may regulate tanks under the Uniform Fire Code and the National Fire
Protection Association.

WHO ISELIGIBLE FOR FINANCIAL ASSISTANCE?

*  Any commercial or private owner or operator of underground storage tanks regulated by the
Underground Storage Tank Regulations. 18 AAC 78, is eligible for some form of financial as
sistance. Essentially, if a tank owner pays into the program, through a registration fee, then the
tank is eligible for assistance. Only certain owners ana operators qualify for grants, while a[l
owners and operators can qualify for loans.

* Village, City, Borough or municipally owned tanks are NOT eligible, although specific appro
priations can be legislatively granted to these entities from the Fund.

* State and Federal owned tanks are NOT eligible.

WHAT KIND OF TANKS ARE ELIGIBLE?

* Industrial, Contracting, Auto Dealerships, Car Rental Agencies, Trucking and Transportation
firms comprise 26% of the eligible tanks.

* Nearly 20% of the eligible tanks are used for aircraft refueling, both commercial and private.

* Utilities, Fire Stations, Police and Ambulance services total another 19% of the eligible
tanks.

* Less than 30% of the eligible tanks are fuel retailers such as gas and service stations.



WHAT KIND OF ASSISTANCE IS AVAILABLE?

* Technical assistance is available through the Department of Environmental Conservation. Staff
provide guidance documents and technical assistance on the proper handling of stored products, system
upg-ading or closing and cleanup of contamination resulting from leaking tanks.

* Educational Assistance is provided by both the Department of Environmental Conservation and
the Board of Storage Tank Assistance. Workshops are conducted annually and staff are provided to
assist nationally recognized training courses for presentation in Alaska. A quarterly newsletter "Alaska
Underground”, is published by the Department to provide timely information on technical and regulatory
aspects of tank ownership and maintenance, installation and closure, as well as the latest developments
in cleanup and remediation techniques. The newsletter also provides information to contractors and

consultants actually conducting tank work.

* Financial Assistance is provided in the form of grants and loans to offset the high cost of tank
upgrades to meet EPA standards and to cover proper closure and release investigation, corrective action
and cleanup costs.

WHAT TYPE OF FINANCIAL ASSISTANCE DOES THE PROGRAM PROVIDE?

* The Storage Tank Assistance Fund provides grants for upgrading or closing up to 60% of die
eligible costs with amaximum combined grant of$60,000 per facility for owners for operators that can
demonstrate total assets of $250,000 after deducting the estimated cost to upgrade and cleanup their
tanks.

* Grants for cleanup of petroleum contamination are provided for a maximum of $250,000 for
owners or operators that can demonstrate total assets of$ 1,000,000 after deducting the estimated cost to
upgrade and cleanup their tanks. The owner is responsible for 10% of the cost up to a maximum of
$25,000.

* Loans are available for thj 10% not covered by the cleanup grant up to a maximum of $25,000.
Owners receiving loans must pay back the loan to the state over five years.

* For owners and operators that cannot qualify for a cleanup grant, a loan may be obtained to a
maximum of $500,000. Owners and operators that exceed the cleanup grant cap rnay also apply for
loans. The total allowable combined grant and loan cannot exceed $500,000.

DOES THE PROGRAM ENCOURAGE PRIY\TE PARTICIPATION?

* Most upgrades involve multiple tanks and costs usually range from $i20,000 to well over
$200,000. Typically agrant from the Storage Tank Assistance Fund actually covers only 30% to 40% of
the owners cost. The owner must pay the majority of costs involved.

* The balance of the upgrading cost is provided by banks in the form of direct loans to the tank
owner or operator. Many banks require that an owner or operator be eligible to receive funds from the
Storage Tank Assistance Fund and that a letter be provided from the Department stating that the owner
will be receiving financial issistance. The banks are then assured that the work will be conducted
according to standard practice and in compliance with applicable laws and regulations.



* The tank owner or operator actually receives the funds and is directly responsible for supervis-
ing the funded activity and for insuring that the work is conducted in accordance with applicable laws
and regulations. The Department of Environmental Conservation only provides guidance and oversight
to insure all work is completed properly and consistent with customary practice and costs. Private
sector consulting firms that are approved by the Department or contractors certified by the State conduc*
work for the owners and operators. -The owner or operator contracts directly with the contractors and

consultants.

DON'T LARGE FIRMS GET MOST OF THE FUNDS THAT ARE AVAILABLE?

* No. Since tire program was changed in 1999, only small companies are eligible for grants from
the program. Larger companies with assets exceeding $1,000,000 are only eligible for cleanup loans.
Upgrade grants are only issued to those owners and opertors that can demonstrate total assets under
$250,000. All applicants are priority ranked for funding according to regulations and criteria estab-
lished by the Board of Storage Tank Assistance. The ranking system emphasizes public health threat
foremost followed by numerous other considerations such as 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. This usually means that unless an imminent
public health threat exists, larger companies tend to rank lower on priority ranking lists.

WHY CANT OWNERS AND OPERATORS JUST GET A BANK LOAN?

* Banks do provide loans for certain activities such as closure or upgrading of a facility. The cost
of an upgrade ranges from $120,000 to $200,000 or more to meet the federal standards. Banks will
provide loans to cover that portion of the upgrade that is not covered by a grant from the Storage Tank
Assistance Fund. Without assistance from the state, many small tank owners would not have sufficient
resources to undertake an upgrade even with bank financing.

Banks do not generally provide loans for cleanup purposes. The total cost of a cleanup is not
known until the actual cleanup is complete and extremely difficult to estimate. Most Alaska tank owner's
principal asset is the actual property that requires cleanup. A parcel of land that is contaminated essen-
tially has no value until clean and actually represent a significant liability. Since collateral is required
for nearly all loans, tank owners with contaminated sites normally cannot provide sufficient collateral to
back a loan large enough to undertake the cleanup. The average cost of cleanup in Alaska is presently
$140,000 per site with some cleanups currently approaching $500,000. These very high cleanup costs
are virtually impossible to cover for the average Alaska tank owner.

* Joint and several liability laws also provide a detriment to bank financing for cleanup activities.
Banks that foreclose on contaminated property become liable for completion ofthe cleanup. Many times
the cost of the cleanup will be 3 or 4 times the clean site value of the property. Banks also will not
provide a loan to a tank owner if the business itself must be shutdown to conduct the cleanup. Ifa
business has no income, it cannot repay a loan. Many businesses have been closed for a year or more
while cleanup activities are completed. In numerous cases, the loss of revenues has caused bankruptcy
and foreclosure, a fact that banks understand all too well.



WHY DO TANK OWNERS HAVETO UPGRADE THEIR TANKS?

* In 1984, federal law (Subtitle I ofthe Resource Conservation and Recovery Act) mandated that
owners of certain kinds ofunderground storage tanks (USTSs) containing petroleum products and other
regulated substances meet standards which would prevent leaks and assure adequate cleanup where leaks
occurred. That law was followed by federal UST regulations in December of 1988.

7,258 underground petroleum storage tanks have been identified in the State of Alaska. Of
that total, 1,112 tanks are currently in use. Other tanks probably exist which have not been reported.
Most of these tanks are not protected from leaks and spills. These tanks may be unknowingly damag-
ing the State's drinking w'ater supplies. Since groundwater provides drinking supplies for nearly
70% of the population in Alaska, any contamination that reaches groundwater could cause a serious
public health threat. Additionally, the vapors from leaks may seep into basements of homes and
buildings and may cause other safety and health hazards.

WHY DO WE HAVE CONTAMINATION FROM TANKS?
* Piping leaks, overfills and spillage during deliveries are common problems.

* Leaking tanks or piping can be nearly impossible to detect without special equipment. A consid-
erable number of leaks occur due to failed fittings between the tank and piping, spillage during filling,
overfilling or corrosion.

* Corrosion holes in. steel tanks cannot be seen until the tank or piping has been removed or ex-
posed. A corrosion hole that causes a tenth ofagallon per hour leak would release over 800 gallons of fuel
per year into the lands ofthe state. The leak could go unnoticed for years, slowly percolating through the
soil and possibly into the w'ater table. This leaking fuel can eventually migrate toward a private or municipal

drinking water weli.

Sterlingfacility undergoing cleanup activities.



* The tank owner or operator actually receives the funds and is directly responsible for supervis-
ing the funded activity and for insuring that the work is conducted in accordance with applicable laws
and regulations. The Department of Environmental Conservation only provides guidance and oversight
to insure all work is completed properly and consistent with customary practice and costs. Private
sector consulting firms that are approved by the Department or contractors certified by the State conduct
work for the owners and operators. The owner or operator contracts directly with the contractors and

consultants.

DON'T LARGE FIRMS GET MOST OF THE FUNDS THAT ARE AVAILABLE?

* No. Since the program was changed in 1999, only small companies are eligible for grants from
the program. Larger companies with assets exceeding $1,000,000 are only eligible for cleanup loans.
Upgrade grants are only issued to those owners and opertors that can demonstrate total assets under
5250,000. All applicants are priority ranked for funding according to regulations and criteria estab-
lished by the Board of Storage Tank Assistance. The ranking system emphasizes public health threat
foremost followed by numerous other considerations such as 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. This usually means that unless an imminent
public health threat exists, larger companies tend to rank lower on priority ranking lists.

WHY CAN'T OWNERS AND OPERATORS JUST GET A BANK LOAN?

* Banks do provide loans for certain activities such as closure or upgrading of a facility. The cost
of an upgrade ranges from $120,000 to $200,000 or more to meet the federal standards. Banks will
provide loans to cover that portion of the upgrade that is not covered by a grant from the Storage Tank
Assistance Fund. Without assistance from the state, many small tank owners would not have sufficient
resources to undertake an upgrade even with bank financing.

* Banks do not generally provide loans for cleanup purposes. The total cost of a cleanup is not
known until the actual cleanup is complete and extremely difficult to estimate. Most Alaska tank owner's
principal asset is the actual property that requires cleanup. A parcel of land that is contaminated essen-
tially has no value until clean and actually represent a significant liability. Since collateral is required
for nearly all loans, tank owners with contaminated sites noimally cannot provide sufficient collateral to
back a loan large enough to undertake the cleanup. The average cost of cleanup in Alaska is presently
$140,000 per site with some cleanups currently approaching 5500,000. These very high cleanup costs
are virtually impossible to cover for the average Alaska tank owner.

* Joint and several liability laws also provide a detriment to bank financing for cleanup activities.
Banks that foreclose on contaminated property become liable for completion of the cleanup. Many times
the cost of the cleanup will be 3 or 4 times the clean site value of the property. Banks also will not
provide a loan to a tank owner if the business itself must be shutdown to conduct the cleanup. Ifa
business has no income, it cannot repay a loan. Many businesses have been closed for a year or more
while cleanup activities are completed. In numerous cases, the loss of revenues has caused bankruptcy
and foreclosure, a fact that banks understand all too well.



AREN'T THESE PROBLEMS THE TANK OWNERS FAULT?

* Although the leak originates from an owner's facility, the leak is very rarely caused by negli-
gence on the owners part. The facility was usually installed and operated to a standard of practice that
was considered sound and conscientious at the time of installation. Many times the facility owner or
operator is treated as a criminal, when in fact the leak or spill might have been caused by natural
processes such as corrosion over time or by an accident caused by a passerby. Just a simple case of
accidently spilling waste oil on the ground or repeated overfilling of vehicle gas tanks by customers
can add up to a serious contamination problem for a facility owner.

* It is worth noting that petroleum contamination was not considered a serious health hazard
until just a few years ago, long after these facilities had been installed. The State of Alaska only
recently halted routine oiling of roads, now considered dangerous to public health and critical habi-
tats. The underground storage tank rules imposed by EPA are "after the fact™ environmental regula-
tions that have caused a notable and detrimental economic impact to small businesses.

AREN'T THESE PROBLEMS JUST THE "COST OF DOING BUSINESS"?

The requirements to upgrade or clean up contamination from leaking tanks are relatively
new "after the fact™ regulations from EPA that did not exist when these businesses started nor during
most of their existence. Many businesses acquired facilities with existing contamination. These
owners are now faced with the formidable task of "making right what wasn't a problem before™. The
cost to clean these contaminated sites has skyrocketed beyond the reach of an average business in
Alaska. The cost can easily reach several hundred thousand dollars per site. Investigating the extent
of contamination, soil and water sampling, excavation, contaminated soil disposal, total tank and
piping system replacement, interim business shutdown, loss of revenues and threats of penalties
regarding contamination that occurs through natural corrosion, customer negligence and accidents
were not a consideration when these businesses began.



WHY DID THE STATE GET INVOLVED?

* During the years 1986 through 1990, increased federal regulations and aggressive EPA en-
forcement action forced numerous Alaska tank owners out of business. Many of these tank owners
could not afford the high cost of cleanup of contamination from their leaking tanks. 1fan owner cannot
pay the cost of cleanup, the State actually undertakes the task usi Ig Response Funds. The 1990 Legis-
lature determined that the State should have an assistance-base’, tank program to keep these aifectec
businesses "in business™ as productive members of the Alaska economic community.

* Many of the facilities affected by the EPA requirements are :n outlying areas of the State, on the
Alaska Highway, remote lodges, rural community airstrips and remote fishing villages. Although
protecting drinking water supplies in urban areas such as Anchorage and Fairbanks is critical, main-
taining essential fuel services for the State is undeniably an important consideration for stable eco-
nomic growth, tourism and access.

* Since December 31, 1993, most tank owners have been required to demonstrate $1 million of
financial responsibility per occurrence and $2 million aggregate. Failure to comply may result in
510,000 daily fines from EPA. Alaskan tank owners can meet the financial responsibility requirement
by purchasing pollution liability insurance. Pollution liability insurance is available but very expensive
for most small tank owners. The problem still involves the question of eligibility for insurance. Is a
facility actually insurable? Many insurance plans call for a clean site to be demonstrated. However,
most of these facilities have had numerous incidents ofoverfilling and spillage during fuel deliveries or
in some cases, actual leaks. The Storage Tank Assistance Fund helps owners help themselves by
assisting owners of contaminated sites to undertake proper cleanup and become insurable. Insurance
policies can then be purchased from the private sector, thereby allowing a tank owner to meet the
federal financial responsibility requirement.

* Developing an assistance-based program was considered to be the best way to promote strong
pollution prevention practices to avoid future contamination of drinking water supplies. By providing
assistance to tank owners to cleanup contamination and to promote the i pgrade of their facilities to
federal standards, the regulated community was more willing to step forward and report old spills or
leaks without the fear of fines and penalties ffom the EPA. Although the "big stick™ approach from
EPA got attention, the State's "white hat" approach got results.

Alaska was not the only state that recognized the problem tank owners were facing with the new
federal requirements. Currently, forty-five states have financial assistance programs for underground
storage tanks. Seventeen of these states have recently expanded their programs to include aboveground

tanks as well. )
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AREN'T MOST OF THE LEAKING TANKS OWNED BY BIG COMPANIES?

*  Justbecause afacility is named"Alaska Chevron™ does not mean it is owned by Chevron. The name

usually signifies the brand ofproduct sold. Most businesses covered by the EPA’s underground storage tank
regulations are small, “Mom-and-Pop” businesses. DEC estimates that of the 7,258 tanks that have been
identified in Alaska, there are 1,112 presently in use ofwhich most are privately owned. Itis estimated
that over two-thirds of the privately owned tanks in Alaska are owned by small, independent companies.

ISTHERE MUCH DEMAND FOR FINANCIAL ASSISTANCE?

* Presently, there are 51 requests for financial assistance grants and 57 financial assistance loan
requests for cleanup activities in the State of Alaska.

* Over $29 million has been expended, encumbered or obligated through fiscal year 01.

HOW MUCH MONEY HAS THE PROGRAM RECEIVED SO FAR?

* The Storage Tank Assistance Fund received an initial capitalization 0f$6 million infiscal year 1991. In
fiscal year 1992, no new monies were appropriated to the Fund. For fiscal year 1993, the Alaska Legislature
appropriated $5 million to the Storage Tank Assistance Fund. The Alaska Legislature appropriated $4.5
million to the UST Financial Assistance Program for fiscal year 1994 and $2.9 million for fiscal year 1995. For
fiscal years 1996 & 1997 the Prgram received $1.9 million each year and in Fiscal Year 1998 the Fund
received $ 5 million. In FY 99, the program received $5 Million and a statutory change directing the
department and the Board to establish a Cleanup Loan program as well as new standards for eligibility
for grants.

* Funds appropriated by the Alaska State Legislature to the Storage Tank Assistance Fund are allo-
cated annually by the Board of Storage Tank Assistance to different financial assistance programs, the tank
cleanup program, the tank cleanup Loan program the tank upgrading program and the tank closure pro-
gram. The Board of Storage Tank Assistance makes the annual allocations after taking into consider-
ation 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
UST s that present the greatest threat or potential threat to human health.



WHAT AGENCY ADMINISTERS THE STORAGE TANK ASSISTANCE FUND?

* The Department of Environmental Conservation administers the Storage Tank Assistance
Fund. The Department is responsible for advertising the application periods, receiving the applica-
tions, processing the requests, administering the grants and auditing the project costs. The Division
of Investments in the Department of Commerce and Economic Development works in partnership
with tne DEC to provide cleanup loans for eligible UST owners and operators.

* The Department of Environmental Conservation has a staffof three Environmental Specialists
in Anchorage to process the actual grant applications. A Grants Administrator and a Clerk Typist
provide additional support for the program.

* The 1990 Legislature established the seven-member Board of Storage Tank Assistance with
one government member and six public members. Members are appointed by the Governor and serve
without compensation other than per diem and expenses when traveling. They have an Executive
Director, contracted from the private sector, who is their sole employee. 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 standaMs and allowable tech-
nologies to be used in the cleanup of contamination resulting from leaking tanks.Before adopting a
regulation 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 underground petroleum storage
tank, the department shall consult with the board. Before the department may adopt a regulation
specifying allowable technologies for testing, containment and cleanup, or corrective action, the
regulation must be approved by the board.

*  The Board 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, pnority rankings and eligible costs, the Board’s decisions are bind-
ing upon the department and the owner or operator. On acleanup decision, the owner or operator may
apply to the board to review the dispute and the board may issue a recommendation to the department
which may include asuggested time limit for completing appropriate cleanup activities or reaching a
cleanup decision.

* 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.

For Further Information Contact the Board ofStorage Tank Assistance at (907)364-2514 or the
Department of Environmental Conservation, Storage Tank Program, at (907) 465-5203.



Key Factors in the Development of the
Storage Tank Assistance Fund
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Cleanupsfrom leaking tanks can be traumatic on Alaska's
small businesses, such as this "mom andpop"facility on the Kenai
Peninsula.

Key Factors in the Success
of the Storage Tank Assistance Fund
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THE STORAGE TANK
ASSISTANCE PROGRAM

The Storage Tank Assistance

Fund — W hatis it all about?

* AN ENVIRONMENTAL CLEANUP PRO-
GRAM RESTORING ALASKA’S DRINKING WATER
SUPPLIES.

* Providing grants and loans to Alaskan businesses
to offset the high cost of environmental cleanups to keep
Alaskan businesses in business.

* APOLLUTION PREVENTION PROGRAM
FOR UNDERGROUND PETROLEUM STORAGE
TANKS.

* Providing incentives and grants to tank owners
and operators to upgrade or close their tanks to prevent
fiiture leaks.

* AN ALASKAN BUSINESS ASSISTANCE
PROGRAM.

" Providing relief to Alaskan businesses and
private individuals faced with the high cost of environ-

mental compli ince.

Since Program Inception in

1991

* QOver $27 Million has been expended, en-
cumbered or obligated for financial assistance
grants and loans through Fiscal Year 00.

* Qver 1000 financial assistance requests for
tank tightness testing, site assessments, soil or
groundwater cleanup or to upgrade tanks to new
EPA standards and prevent future leaks have been
funded or encumbered.

* QOver 2000 Financial Assistance Requests
have been recei\ed to-date.

Tank Uses for USTs Eligible for Financial Assistance

FireStations,Police*
AmbulanceRefueling Other

3% 4n

Fuel Retailers
29%

Trucking*
Transportation Firms
8%

Utility Companies 15%

Fuel Distributors 4%

Aircraft Fueling
19%

Auto Rental &Dealerships

Industrial* Contractor 3%

Uses
15%



How the Storage Tank Assistance Fund affects
environmental cleanups in Alaska

* Because there is an Assistance Program -

Public Health Threats from petroleum contamination
are addressed through not only a Priority Ranking
System that is based primarily upon the Alaska Hazard
Ranking Model but also through a unique Emergency
Grant system that provides for emergency cleanup
assistance almost immediately after an imminent public
health threat is identified.

* Because there is an Assistance Program -

UST owners and operators do not fear legal actior and
have stepped forward to cooperate with DEC to
undertake soil and groundwater cleanup.

* Because there is an Assistance Program -

Litigation has been avoided thereby saving the State
of Alaska millions of dollars in legal costs.

* Because there is an Assistance Program -

Cleanup activities directly involve the owner or
operator and reduce the need for State lead actions
and oversight. This approach further reduces both
higher cost State contractors as well as the number of
State staff required to oversee the cleanup activities.



The Storage Tauk Assistance Fund

Board ofStorage TankAssistance
410 Willoughby Ave.
Juneau, Alaska 99801
Phone (907) 364-2514
Fax (907)364-2518

cresolve@gci.net
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September 27, 2000

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
SUNSET REVIEW

September 27, 2000
Audit Control Number
18-20007-00

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, 2001.
The board would be allowed one year in which to conclude its affairs. We recommend that the
legislature extend the board until June 30, 2003.

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.

Pat Davidson, CPA
Legislative Auditor
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O BJECTIVES. SCOPE. AND METHODOLOGY

In accordance with the intent of Titles 24 and 44 of the Alaska Statutes (sunset legislation), we
have reviewed the activities of th® 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) requires that the board will terminate on June 30, 2001, and will have one
year from that date to conclude its affairs.

Objectives

Our specific audit objectives were:

1 10 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. In assessing 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 scope of our review included all activities of the board for FY P? through FY 00. We
reviewed the board’s activities to determine whether they have been in the public's interest 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 lo the board’s
operations.

» Transcribed minutes and audio tapes of board meeiings.

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

» Grant files of recipients of financial assistance.
» Financial information on the State’s accounting system.

e Office ofthe Ombudsman closed case files.



* Prior audits and other reports related to various DEC operations.
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 iMay 18, 2000 meeting of the board. We observed the proceedings
and the interaction of the board with the public.



ORGANIZATION AND FUNCTION

In 1990, the legislature 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 related to various structural specifications of their
tanks. 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. DEC is responsible for UST program administration,
including the financial assistance subprogram.

The program offers grants and loans to owners and operators to 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 Oil and Hazardous Substance Release
Prevention and Response Fund (Prevention Account) and from tank registration receipts.

Board Responsibilities
The board's primary statutory functions are to:

1. Adopt regulations lo 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, determine 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 containment
that is allowed toLrﬂa'in in soil or groundwater after cleanup of a release from, or

associated with, a

6. Issue non-binding recommendations in disputes that might arise when DEC does not issue
a "no further action" letter for sites that have completed cleanup actions.
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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.

Board Membership

Under the requirements of AS 46.03.360, the seven-
member board consists of the commissioner of DEC
or their designee, and six individuals selected to
represent various groups concerned about, and
affected by, UST regulation and oversight. The
other six include:

* 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.

e Two owners or operators of a UST, at least one
of whom does not own or operate more than 10

USTs.

* A member of the insurance industry.

Board of Storage Tank Assistance
(8s o fauly 31. 2000)

Judy Chadwick, Chair

(representative of the insurance industry)
LarrY Dietrick

Designee of the commissioner of DEC
Robert Haines

Tank Contractor
SteveJohn on

Plstere Englneer
Robertson H
|c Interest Representatlve

|m Weymiller

Tank Owner

Roger Starr

Tank Owner
John Barnett

Executive Director

* A public member who docs not have a financial interest in replacing, upgrading, closing,

testing, or cleaning up releases from USTS,

All members are appointed by the governor to serve staggered four-year terms. Board
members serve without compensation, but are entitled to per diem and travel expenses.

DEC 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 applications and other required documentation for financial

assistance.

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

3. Distribute and monitor grant and loan awards.

4. Manage the Storage Tank Assistance Fund.



PACKGROUND INFORMATION

In 1990, the legislature created a program to provide both financial and technical advisory
assistance to the owners 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. These regulatory requirements address numerous design and
operational aspects of USTs.

Underground tanks are typically used to store petroleum and other potentially hazardous
substances. As tanks “age" leaks invariably develop which allow substances stored to leak
into the surrounding soil. This leakage can contaminate the groundwater, which in turn could
contaminate a drinking water source - creating a hazard to public health.

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 were required to be
upgraded to provide for leak detection, corrosion prevention, and spill and overflow
protection.

In addition, UST owners were 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 covering third party loss and bodily
injury. Most UST owners are required to demonstrate $1 million of financial responsibility
per occurrence and $1 million aggregate. Failure to meet the requirements may result in large
fines.

Alaska UST owners and operators began paying tank registration fees based on type of tank

The state legislation providing for educational, technical, gy nipit 1
and financial assistance for UST owners and operators
required owners and operators to register their tanks and Annual Tank Fees
pay a registration fee based on whether the tank was Upgraded Tank
upgraded to federal standards and the size of their tank  gcgardiess of size S50
(see Exhibit 1). The storage tank assistance fund (STAF)
was established to provide financial assistance to owners Non-Upgraded Tank
and operators.
<1.000 gal $150
STAF consists of legislative appropriations of funds from 1,000 - 5,000 gal S300
>5,000 gal $500

two sources:

1 Oil and Hazardous Substance Release Prevention and Response Fund (Prevention
Account) These are monies collected from a three cents per barrel oil tax. This account is
used to fund other programs besides the STAF.



Exhibit 2

Summary of UST Financial Assistance Programs

Program Description

Repealed Effective
7/1/99

Tank tightness
testing & site
assessment
incentive
program

Repealed Effective
7/1/99

Reimbursement
program

Program active.
Application period
sunset

December 30, 1994.
Funds currently
allocated to the
piogram through
FY 01.

Tank upgrade &
closure grant
program

F. ogram active.
Application period
sunset

June 30, 1994. Funds
currently allocated to
the program through
FY 01.

Tank cleanup
grant program

Program active.
Application period
sunset

June 30,1994 Funds
currently allocated to
the program through
FY 01.

Tank cleanup
loan program

Eligible Costs

Provided funds directly to
the owner/operator
specifically to reimburse
costs for tank tightness
test or site assessments
to determine if there had
been a release of
petroleum.

Provided reimbursement
of the costs of risk
assessment, containment,
cleanup, corrective action,
upgrade or closure
activities on or after
December 22,1988 and
before

September 5, 1990.

Provides funds directly to
the owner/operator
specifically to cover costs
of removal, upgrade, or
replacement of UST
system.

Provides funds directly to
the owner/operator
specifically to cover costs
of risk assessment,
containment, corrective
action, and cleanup.

Provides funds directly to
the owner/operator
specifically lo cover costs
of risk assessment,
containment, corrective
action, and cleanup.

Net Worth/lI'lyment
Limitations as of 7/1/99

Not Applicable

Not Applicable

The tangible net worth of both
owner and operator limited to
3250,000 each. Grant payments
under this program can not
exceed a total of 3250,000 for
the same owner or operator.
When combined with tank
cleanup or tank upgrade/closure
grants and loans to same
owner/operator, payments
cannot exceed 3500,000.

The tangible net worth of both
owner and operator limited to
31 million or less each. Grant
payments under this program
may not exceed 3250,000 less
then 10% for owner/operator's
deductible (not to exceed
325,000). When combined with a
grant payment under the tank
upgrade and closure program,
payment may not exceed
3250,000. When combined with
tank cleanup or tank
upgrade/closure grants to same
owner or operator, payments
cannot exceed 3500,000.

Loans when combined with
grants to same owner or
operator may not exceed
3500.000. When combined with
lank cleanup or tank
upgrade/closure grants and
loans to same owner/operator,
payments cannot exceed
3500.000.

Assistance Provided

Repealed effective
7/1/99

By SB 128

Repealed effective
7/1/99

By SB 128

Grants for upgrade,
replacement or closure
of UST comprising up to
60% of the total eligible
costs up to 360,000.

Up lo S250.000 and
owner/operator is
responsible for 10% of
total cleanup costs (not
lo exceed S25.000)
which is excluded from
the grant. A tank
cleanup loan for no
interest is available for
this deduction.

Newly established in
FY 00. An
owner/operator may
borrow up to 3500.000
for cleanup al a rale
equal to the 12m
Federal Reserve District
Discount rate as of Jan.
1 of the year in which
the loan is approved
plus one-half
pcrcenuge point.



2. Tank registration fees. In FY 00 (he
State collected from UST owners and
operators over $61,000 in tank
registration fees.

Besides funding the various financial
assistance programs that have been made
available to UST owners and operators,
appropriations from STAF support the
cost of operations of the Board of
Storage Tank Assistance (BSTA).

Recent legislation has shifted much of
the UST financial assistance from grants
to loans

Exhibit 2 on the opposite page outlines
both the history and current status of
various financial assistance programs
available to assist UST owners and
operators. These programs have been at
the center of the. State's effoit 10 assist
private sector UST owners and operators
to come into compliance with new
federal tank regulations.

In 1999, the legislature made major
changes to these UST programs. Besides
eliminating two dormant programsl the
legislation (Senate Bill 128 or SB 128)

established a more restrictive “means
test” (see Exhibit 3) eligibility
requirement for applicants seeking

financial assistance.

Exhibit 3

Senate Bill 128 established tangible net worth
standard as basis for receiving UST assistance

When revamping the UST financial assistance programs
the legislature developed a "means test" which restricted
participation of owners and operators in various programs
depending on their "tangible net worth."

"Tangible net worth" is defined in the statues as:

(he total value of tangible assets, including existing assets
and probable future economic benefits that will be obtained
or controlled by the entity as a result of past transactions,
minus liabilities associated with bringing underground
petroleum storage tank systems into compliance with state
and federal laws and liabilities associated with releases of
petroleum from underground petroleum storage tank
systems; notwithstanding other provisions ofthis paragraph,
"tangible net worth" does not include the value ofgoodwill.

When this definition of tangible net worth was adopted by
the legislature there was some discussion concerning the
legal defensibility of this definition. The board reported that it
has made it very clear to owners and operators that the
"tangible net worth" definition set forth as a result of SB 128
was not to be confused with the traditional and customary
definition used by the banking and finance industry. This
clarification is important to prevent owners and operators
from inadvertently deducting typical liabilities, such as a
mortgage, thereby emphasizing the fact that only
environmental liabilities associated with tank cleanup could
be deducted from their total assets.

The legislature developed the net worth concept to better
target financial assistance, especially grants, to owners and
operators least able to afford remediation and upg'ade
costs. Belter capitalized owners and operators could still
receive assistance, but it would now be in the form of state
loans rather than grants.

Senate Bill 128 also established a loan program for owners and operators who could not meet
the net worth means test eligibility requirement for the UST grant program.

1 Senate Bill 128 eliminated financial assistance related to lank tightness testing and assessing sites for leakage and
associated cleanup costs. No funding had been allocated for these programs by BSTA since FY 92. Senate Bill 128
also eliminated what was termed the reimbursement program. This program was designed to provide funding to UST
owners and operators who went ahead and paid for various costs of cleaning up sites out-of-pocket, between
December 22, 1988 and September 5. 1990, and who then could apply to the State for reimbursement. This program
was considered a low priority by BSTA, and accordingly, the board never allocated any funding lo it, even though

158 owners and operators had applied for S3,3 million.



Remaining applicants for upgrade and closure grants received FY 01 funding to finish projects

SB 128 established new eligibility requirements for the upgrade and closure program. Prior to
SB 128 there were over 100 ranked applicants awaiting funding under this program.

Under the new eligibility requirements, only five applicants remained. After BSTA allocated
FY 01 funding, these remaining closure and upgrade applicants have been fully funded.
Effectively, the means testing requirement of SB 128 resulted in the phasing out of the upgrade
and closure grant program.

Some cleanup grant funding provided to all remaining eligible applicants in FY 01

SB 128 means testing requirements also shortened the list of eligible applicants for cleanup
grant funding. Accordingly, for FY 01 each remaining ranked cleanup grant applicant will
receive at least partial funding for his or her cleanup project. The funding will allow some
projects to initiate cleanup, others to continue ongoing cleanup efforts, while in other cases
serving to reimburse cleanup costs previously incurred. Even though all the eligible sites that
ranked on the cleanup grant-ranking list2 will receive some funding in FY 01; additional
cleanup costs are expected to be incurred by owners/operators in the future, since cleanup
projects typically take three to five years to complete.

SB 128 also lowered the ceiling on the total amount a site could receive under the cleanup grant
program. Previous to the 1999 legislation, each site was limited to $1 million in state grant
assistance. Now, each site is limited to $250,000 in grant funds, but an owner/operator can
apply for a loan under the cleanup loan program for additional funding, however, the
combination of grants and loans cannot exceed $500,000.

Costs to complete remaining cleanup projects are difficult to estimate at this time

At this time it is not possible to accurately estimate the future financial need for the cleanup
grant program for the following reasons:

1 Lack of cost projections. Funding is now being provided to applicants near the bottom of
the original cleanup grant, priority-ranking list. Many of the sites currently slated for
funding have been on the list since the inception of the program and do not have current
work plans. The owner/operator or their hired engineer submits work plans. These work
plans list the type and level of cleanup actions to be taken, and provide a basis to estimate
the costs associated with a given cleanup.

The FY 01 cleanup grant priority ranking list has 51 projects listed as ranked and eligible, 91 as not eligible, 10 as
withdrawn, and 95 as having insufficient information to be ranked (unranked).
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2. Inherent uncertainties associated with cost projections. Even with a work plan in place the
estimated costs of a cleanup can be somewhat of an educated guess. The actual costs ol the
cleanup can be much higher or lower given the level of contamination uncovered once
cleanup work begins.

Legislature established a loan program to provide financial assistance for cleanup

SB 128 created a cleanup loan program. UST owners and operator applicants that previously
qualified for grants, but now had too high a level of "tangible net worth" (see Exhibit 2 on page
6) could still receive assistance by obtaining a state loan at subsidized interest rates.
Additionally, UST owners and operators who had received the newly established lower
maximum of $250,000 per site in grant funding could apply for loan funding, if necessary, to
complete the remediation project.

The board has only recently completed the creation of the loan packets necessary for the
cleanup loan program. The board is still developing the priority ranking criteria and allowable
cost guidelines lor the loan program.

In order to gauge the potential demand for the cleanup loan program, a survey of all UST
owners/operators that had previously submitted an eligible cleanup grant application was
conducted. As of late September 2000, 53 surveys were returned expressing an interest in the
cleanup loan program, 34 expressed a current interest and 1" expressed a future interest in the
cleanup loan program.

Board costs have been substantially reduced in recent years

In FY 00 BSTA’s sole staff member, the executive director, resigned as a Department of
Environmental Conservation (DEC) employee and established a private consulting business.
With the departure of this individual, BSTA saw an opportunity to reduce its operating costs by
contracting for the services of an executive director, on more of a part-time basis.

On behalf of the board, DEC published a solicitation of interest notice in order to determine if
there was any private sector interest in providing administrative services to the board. The
former state employee that had served as executive director was among the three whom
responded to the solicitation. The board chose the former executive director.

For FY 00 actual board operational costs were approximately $100,000. In FY 01 the board
adopted a budget ofjust under $52,000. With a reduced budget, compensation for the executive
director was similarly reduced to just over $40,000. DEC did solicit proposals for the contract,
but the existing contractor was selected as the only respondent to the solicitation.

Tank owner registration fees have also been declining the last few years, as more owners come
into compliance with EPA regulations and thus pay lower fees. Actual registration fees
collected in FY 00 totaled $61,170.



PEPORTCONCLUSION

In our opinion, the Board of Storage Tank Assistance (BSTA) should be reestablished. The
board plays an integral role in promoting compliance throughout the state with federal
regulations related to specifications for underground storage tanks (UST). Ostensibly, such
compliance is important in promoting public health in that it protects underground drinking
water supplies from pollution and provides funding necessary to remediate pollution brought on
by leaking USTs owned and operated by private sector interests.

Creation of BSTA grew out of palpable mistrust between many of the private sector UST tank
owners/operators and state regulators. As an independent board, BSTA has been instrumental
in mediating disputes between the Department of Environment Conservation (DEC) and UST
owners/operators. BSTA has enhanced cooperation, which promotes compliance with
governmental regulations related to underground tanks.

Since FY 98 the board has conducted eight formal hearings involving appeals of DEC actions.
On numerous other occasions, board members or staff have been able to resolve disputes and
concerns on an informal basis, which again assists in achieving the overarching public policy
objective, bringing UST owners/operators into compliance with current federal tank
regulations.

The board actively participates in the making of statutes and regulations pertain to USTs. The
board is statutorily required to adopt regulations to be used by DEC to administer the UST
financial assistance program. The board also reviews all DEC regulation proposals related to
USTs. If it is fair to assume a significant number of UST owners and operators will be
interested in participating, with DEC and BSTA in the development of procedures for the new
loan program created by SB 128.

Although the December 22, 1998 federal deadline for tank compliance has passed, there are
still tanks in Alaska that are out of compliance. Tank owners and operators continue to express
a need and desire to maintain BSTA. The board has, and continues to, work with tank owners
and operators to help them come into compliance with Environmental Protection Agency
(EPA) regulations.

Currently, there is an informal agreement between EPA and DEC, stating that EPA will not
assess fines for out of compliance tanks as long as the owner/operator signs a compliance order
by consent (COBC) agreement. These agreements state that the tank owner is seeking funding
from the State in order to come into compliance and that regardless of receiving that funding
they will come into compliance. The ongoing presence and activity of BSTA in promoting
statewide compliance, has been an important part of EPA's willingness to accept COBC
agreements.

BSTA is needed to continue its role until procedures for the loan program have been
established. The creation of the loan program and changes to the grant programs brought on by
SB 128 has and continues to require a great deal of the board's time. As regulations and
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procedures are established for the cleanup loan program, the board should consider including
language in the regulations that would provide a process for tank owners and operators to
follow if they wish to appeal a certain action or decision of DEC.

We recommend the legislature extend ihe board’s termination date until June 30, 2003. Given
the substantial changes to the UST program brought about by SB 128, and the timetable
involved in establishing the regulations and procedures for the loan program, there is still a role,

albeit perhaps a reduced one, for BSTA to play.
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ANALYSIS OF PUBLIC NEEpD

The following analysis of board activities relate to the "public need factors" set out in the
“sunset” review law, AS 44.66.050. The italicized, shaded, and bold face phrases are taken
from AS 44.66.050 (c) (1) - (9). These analyses are not intended to be comprehensive, but
address those areas we were able to cover within the scope of our review.

Determine the extent to which the board, commissions, 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
DEC to rank requests for assistance. 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 tanks (USTs) that pose the greatest threat to public health and the
environment. This insures that the most critical projects are funded first.

Emergency funds are also available for an owner or operator of a UST if a leak, overfill or other
regulated substance release from a UST poses an imminent public health threat and the owner
or operator does not have the funds to begin emergency cleanup action. No emergency cleanup
funds have been issued in the last three years.

Board Resolves Disputes

Based on the board’s guidelines DEC is responsible for ranking applicants for the remaining
three UST financial assistance programs (upgrade and closure grants, cleanup grants, and
cleanup loans). Once a project receives funding, documentation of expenditures is submitted to
DEC for reimbursement.

One of the board’s statutory duties is to hear appeals from owners and operators who disagree
with DEC’s determinations. The board had adopted regulation on the appeal process. Once an
appeal is requested, regulations require a hearing to be held at the next scheduled board meeting
and he board is required to issue a decision within ten days.

The board is in compliance with regulations. The board heard nine appeals in the last three
years; of those nine, three involved ranking disputes, three involved grant ineligibility, two
involved eligibility of costs, and one was resolved prior to the hearing. The board ruled to some
degree in favor of the appellant in seven out of nine appeals, with one appeal being withdrawn,
and one appeal reaching a settlement.

According to the board, it has worked with numerous UST owners and operators who have
disagreed with DEC’s aitions, 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.

13-



Information provided to interested parties

The board utilizes several mediums to ensure that owners and operators are informed of federal
and state regulations. After the passage of SB 128 the board conducted hearings and workshops
in Anchorage, Fairbanks, Soldotna, and Juneau to explain and facilitate public comment on the
regulation changes brought on by SB 128. These meetings were noticed in the State’s three
largest newspapers and on the State’s online public noticing system well in advance of the
meeting dates.

The board contributes articles to DEC’s newsletter Alaska Tank News. Articles are about board
activities or changes in regulations or policies. This newsletter is distributed to tank owners and
operators, and is available on DEC’s website.

The board prepares an annual booklet of QUEStiOﬂS 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.

Board Attendance

We reviewed board attendance records for the current board members and found that board
meetings are generally well attended.

Determine the extent to which the operations of the board, commission, or agency
program has been impeded or enhanced by existing statutes, procedures, and practices,
Wh{%h it has adopted, and any other matter, including budgetary, resource, and personnel
matters.

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 in its July meeting, the board discusses funding. DEC informs the board of the final
number of ranked projects for each financial assistance program. The board then allocates
funding between the different financial assistance programs.

The continuing financial need for the cleanup grant and cleanup loan programs over the next

few years is still uncertain. Once all work plans are submitted and approved by DEC an
estimate of future financial need can be calculated.

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

The board has actively participated in statutory changes regarding USTs. In the past three years
there have been two major pieces of legislation affecting the UST assistance program and the
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board. In both cases the board, through its executive director, was present to provide input and
testimony regarding these bills.

In 1999 SB 128 was passed. It had a major impact on the program:

The bill eliminated the reimbursement program and the tank tightness testing and site
assessment incentive program;

The bill set owner/operator net worth ceilings for grant eligibility;

The bill established a new cleanup loan program; and

The bill moved the sunset date to June 30,1999.

In 2000 House Bill 432 was passed:

* The bill moved the board’s sunset date to June 30, 2001; and

* |t gave the board review authority over no further action letters.3 The board can only
review individual cases and make recommendations to the department for streamlining
the decision process. The board is not granted any binding authority for these type of
cases, only a review authority.

Determine 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 e_:‘jfeé:tlveness of services, economy of service, and availability of services 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

brief summary of the major issues that will be discussed.

The announcement also states that "the public is invited to attend and comment on any portion
of the underground storage tank program.” The board welcomes and encourages public
participation in its meetings.

J No farther action letters is a term referring lo a formal determination by DEC that a contaminated site lias been
successfully remediated and accordingly no further action is necessary. Such determinations are often vital for an
owner/operator to obtain bank financing or to sell tlteir properly.
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Determine the extent to which the board has encouraged public participation in the
making of its regulations and decisions.

In October 1999 the board held workshops and public comment periods in Fairbanks,
Ancj orage, Soldotna, and Juneau for the regulatojy changes brought about by SB 128. These
meetings were noticed in the three major newspapers of the State, as well as on the State’s
online public nuticing system.

The board has taken the policy that prior to adoption, all regulations must he open to public
comment. In addition, as stated above, the public is invited to attend and comment on any
portion of the UST program at any board meeting.

Determine the efficiency with. which public inquiries, or .complaints regarding the
activities of the board, commission, or age_ncY filed with it, with the deRartme_nt to Which
a board or commission is administratively assigned, or with the office of the
ombudsman have been processed and resolved;

From discussions with DEC and board staff, and a review of the ombudsman’s closed case
files, we determined that no complaints have been Filed against any activities of the board.

Determine the extent to which the board regulates entry into an gccupation or profession
and whether it has presented qualified applicants to serve the public.

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

Determine the extent to which state personnel practices, including_affirmative action
requirements, have been complied with by the board to its own activities and the area of
activity or interest.

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

Determine the extent to which statutory, regulatory, bud(%eting or other changes are
necessary to enable the board to better serve the intérest ofthe public and to comply with
the factor's enumerated in this subsection.

We have no recommendations.



November 13, 2000

Pat Davidson, Legislative Auditor
Division of Legislative Audit

P.O. Box 113300

Juneau, Alaska 99811-3300

Subject: Sunset Review of the Board of Storage Tank Assistance - Preliminary Audit Report

Greetings,

On behalf-of the Board of Storage Tank Assistance, | would like to thank you for, allowing us to respond to
your findings and conclusions expressed in the September 27, 2000 Preliminary Audit Report, Audit Control
Number 18-20007-00, submitted to us on October 27, 2000.

The Board concurs with the findings and recommendations and fully supports extending the Board termination
date, until June 30, 2003. The changes resulting from the passage of SB 128 in 1999 have yet to be fully
implemented but will be shortly. It is imperative that the Board be available to "fine-tune" the new regulations
related to the UST loan program, that will most likely be operational during the 2001 field season. We expect a
number of misunderstandings and disputes to arise once the first loans are issued. It will be important to tank
owners and operators that the Board be available to assist in mediating those disputes.

We appreciate the opportunity to comment on the Preliminary Audit Report. If you should require additional
information, please do not hesitate to contact me at (907) 276-5617, or the Board's Executive Director, John
Barnett at (907) 364-2514.

Sincerely Yours,

Judy Chadwick

Chair, Board of Storage Tank Assistance

cc: John Barnett



November 20, 2000

Mr. Pat Davidson, CPA
Legislative Auditor

Maska State Legislature
P.O. Box 113300

Juneau, Alaska 99801-3300

Dear Mr. Davidson:

Thank you for the copy of the preliminary audit report concerning the Board of Storage Tank
Assistance Sunset Review. We have reviewed the report and Commissioner Brown has asked me
to convey the department's comments.

We agree with the report's findings that the Board's primary functions are related to prioritizing
financial assistance applications and determining eligible costs for financial assistance. However,
as noted in our specific comments below, the report's conclusions tend to understate the
important role the Board lias played in resolving financial assistance disputes by overstating the
Board's regulatory compliance rol « We have no objection to the recommended action of
extending the Board's sunset date t 'June 30. 2003, although we have no plans to submit
legislation to do this.

Comments to the narrative of the report are as follows:

1 On page 11, paragraph 2. it should further be clarified that the Board's primary role in
resolving disputes had been related lo questions over what activities are eligible for financial
assistance.

2. On page 11, paragraph 3, please change the number "nine" to "eight". It should be further
explained in this paragraph that the number of appeals have diminished over the last few
years and with passage of SB 128, that trend will likely continue with the coin ersion to a
loan program.

3. On page 11, paragraphs 5 and 6, please mt<: that the 1998 deadline requiring COBC's to
close or upgrade tanks is no longer an issue. Compliance with that deadline has been
achieved and the department is now working with certified private inspectors to ensure
current and future compliance with operational requirements of the upgraded tank i.
Examples of onerational compliance include proper use of leak detection and corrosion
control in the already upgraded systems.

*1 On page 11, paragraph 7, it should be noted that regulations to implement the new grant and
loan program have been completed.

5. Other specific word and number changes are as follows:

Page 7, footnote. Insert "between December 22, 1988 and September 5, 1990, the effective date
of HB 220" after the phrase "out-of-pocket”. Tage 8, third line. Change the word "almost" to
"over". Page 9, fourth paragraph. Change the number "47" to "53", and the number "13" to "19".
Page 11, fourth paragraph. Insert "financial assistance" after the phrase "administer the UST"
Insert "with DEC and BSTA in the development of procedures for the new loan program created



by SB 128." after the word "participating”. Strike the incomplete sentence "the 1999 legislative
changes in the State's UST financial assistance program will require BSTA to once again
develop regulations and procedures necessary for implementation”.

Thank you for the opportunity to comment. As requested. | have also submitted an electronic
copy of this response.

Sincerely,

Kurt Fredriksson
Deputy Commissioner

cc: Jim Hayden, Storage Tank Program, SPAR
Board of Storage Tank Assistance



November 27. 2000

Members of the Legislative Budget
and Audit Committee:

We have reviewed the responses from the Department of Environmental Conservation and
appreciate their input. We made changes to our report, based on the department’s response
where appropriate with out significant modification to the report.

Pat Davidson, CPA
Legislative Auditor
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Report ofthe Local Boundary Commission
to the Second Session ofthe
Twenty-Second Alaska State Legislature

Sheila Peterson Janua ry 23, 2002

Staff

Senator Gary Wilken
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Areas Addressed
In this Report

mHaines Borough
fILjrfc Borough
icau

Kevin Waring, Chairperson Local Boundary Comm ission
Vacant, 1stJudicial District 550 West Seventh Avenue, Suite 1770
Vacant, 2nd Judicial District Anchorage, Alaska 99501-3510
Allan Tesche, 3rd Judicial District Phone: 907-269-4560
Ardith Lynch, 4th Judicial District Fax: 907-269-4539

Provided n



Page 30

Small Community Housing
Mortgage Loan Program Adversely
Impacts Certain Municipal

Boundary Proposals

Historically, provisions in
State law concerning AHFC’s
Small Communities Housing
Assistance program (AS
18.56.400 - 18.56. 600) have
affected the outcome of cer-
tain-Important municipal
boundary proposals. Forex-
ample, in 1998, opponents of
the proposal forconsolidation
of the City of Haines and the
Haines Borough published
advertisements stating, in
part:

. all Borough residents
Inside and outside the City
will lose their eligibility for
rural financing If we con-
solidate, because our com-
bined population will

exceed 1600. This means
paying up to 1% more In
Interest or. housing loans
after consolidation.

Because ofthese and many
more reasons please vote
no on consolidation Novem-
ber 3rd.

The 1998 proposition forcon-
solidation of local govern-
mentsin Haineswas defeated
by just three votes. Consid-
ering the close vote and the
substantial concern over the
loss ofeligibility to participate
in the housing loan program,
it is reasonable to conclude
thatthe Haines consolidation

Promotion ofMaximum Common
Interests within Boroughs

Asithas done previously, the
Commission brings to the at-
tention ofthe Legislature that
tlie unorganized borough Is
configured in a manner that
does not conform to the re-
quirements ofAlaska's consti-
tution. Article X, Section 3 of
the Constitution provides
Uiat:

The entire State shall be
divided Into boroughs, or-
ganized or unorganized.
They shall be established In
a manner and according to
standards provided by law.
The standards shall include
population, geography,
economy, transportation,
and other factors. Each
borough shall embrace an
area and population with
common Interests to the
maximum degree possible

Local Boundary Commission

the impacts on the housing
loan program had been neu-
tralized.

Lastyear, the AHFC Board of
Directors adopted regulations
that resolved the concerns of
the Local Boundary Commis-
sion relating to merger and
consolidation, riowever, con-
cerns regarding annexation
and incorporation were not
addressed.

A means of resolving the re-
maining concerns of the Lo-
cal Boundary Commission in
amannerthatmaintains the
Small Communities Housing
Assistance‘kpiogram butelim)i)-
nates the unintended adverse
impacts on legitimate munici-
pal boundary changes with-
out a fiscal impact on the
State ofAlaska appears to be
elusive. m

Inan effort to facilitate Imple-
mentation or that constitu-
tional mandate, the Local
Boundary Commission rec-
ommended to the 1960 legis-
lature that the Commission
be given a mandate by reso-
lution, directing the Commiis-
sion to divide the whole of
Alaska Into boroughs, orga-
nized or unorganized, and
thatsuch recommendation(s)
he presented to the next Leg-
islature. However, thatrecom-
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SENATE COMMITTEE REPONh,
First Committee of Referral

DATE: 2/22/01 FURTHER: Finance
Date of 5-Day Notice: DATE TURNED

(in accordance with Uniform Rule 23) IN TO OFFICE
Resources Committee considered SENATE BILL NO. 115

"An Act extending the termination date of the Board of Storage Tank Assistance."

and recommends: Senate Bill:
[ ] same title
be replaced with, Cs ) [ ] newtitle
House Bill:
adopt previous CS ) [ ] sametitle
[ j technical title
attached amendment(s) [ 1] new. SCR#_
adopt Letter of Intent by Committee
further referral to Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department Date Fiscal Zero FN# Department Date Fiscal Zero FN#
t/' I

[ 1T APPROPRIATION - no fiscal note

Do DoNot

No Rec
Pass Pass Amend

SIGNATURES AND RECOMMENDATIONS:
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NAME

Co./Dept./Title
Address:

Do you wish to testify?

NAME:
Co./Dept/fitle:
Address:

SENATE FINANCE COMMITTEE

Yes

bvijA

Do you wish to testify?

NAME:
Co./Dept./Title:
Address.

Do you wish to testify?

NAME:;
Co./Dcpt./Title:
Address:

Do you wish to testify?

SFC-01
SB 115

Yes

Yes

Yes

SIGN-IN

SB 115 - EXTEND BD. OF STORAGE TANK ASSISTANCE

No

No

No

No

-r'JI1S

Subject/Blill No:

Zip:

Respond To Questions

Subject/Bill No:

Zip:
Ri'spond To Questions

Subject/Bill No:

Zip:

Respond To Questions

Subject/Bill No:

Zip:

.Respond To Questions

4126/01



SB 115-EXTEND BD.OFSTORAGE TANK ASSISTANCE
SENATE FINANCE COMMITTEE

SIGN-IN
NAME: mfh, OnMyt Subject/Bill No S & 115*
Co./Dept./Tille: - Phene:
Aflflrpss: ¥ TD Zip- N o< anT

Do you wish to testify? Yes No Respond To Questions

NAME: — 0 .2 -oeee- S aMETT - Subject/Bill No: ===~
Co./Depl/Title: ™ OAAp—  S~ga”™ [alvh] phong; 3fccl-z.s -
Address; £E>qo®1AS _  Zip. A

Do you wish to testify? Yes No Respond To Questions

NAME: 01 Q 7% rmmrmsem e Subject/BillNo: --—
Co./Dept./Title; Phone;
Address;---s---memsemsemeesems Zip.

Do you wish to testify? Yes No " Respond To Questions

NAME ;-emeemrmememsmmemecsmee e - Subject/Bill No:

CO./DEPE THtlQ-mmemmemmmemememm e Phong;-----s--------
AQOrESS:--mrmmemsmmememmememmememmemenes - ZI[immemmmememeeeees

Do you wish lo testify? Yes No Respond To Questions

SFC-01 1- 4/10/01

SB XX



SB 115-EXTEND BD.OF STORAGE TANK ASSISTANCE
SENATE FINANCE COMMITTEE

SIGN-IN
NAME: ELS e Subject/Bill No: T~=A >11 A
Phone: /u £ 8 Q
Address: Zip:

Do you wish to testify? X Yes No Respond To Questions

NAME --memsemenmee- BarAVSE oo Subject/Bill No: - /'S-
Co./Dept./Title: — ™ QAL® - gjorvAfjL-—-Phone; 3£IL-25/'/
Address:.  fIfl. <= 2 wobsi 7ir.

Do you wish to testify? Yes No _F Respond To Questions

NAME? S o R S ——— B subjectBillne:
Co./Dep[./Titlc: A 'likyW  phonc.

a,l,1.7- 4 to Zip

Do you wish lo testify? Yes No " Respond To Questions

NAME:? A Subject/Bill No; - ----------
Co./Dept./Title:. -Phone: 47 jj3g 3o
Address: Zip:

Do you wish to testify?

SPC-OI
SB XX

Respond To Questions
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