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FISCAL NOTE

STATE OF ALASKA F‘'scal Note Number J
2003 LEGISLATFVE SESSION Bill Version: HB 167
(H) Publish Date: 3/31/03
Revision Date/Time (Note if correction): Dept. Affected: Environmental Conservation
Title An Act extending the termination BRU Soill Prevention ana Response
date of the Board of Storage Tank Assistance Component Contaminated Sites
Sponsor House Rules by reouest of LBA
Requester House Resources _Component No. 2386
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel 11.2 11,2 11.2 11.2 11.2 0.0
Contractual 40.2 40,2 40.2 40.2 40.2 0.0
Supplies 0.0 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 51.4 51.4 51.4 51.4 51.4 0.0
CAPITAL EXPENDITURES [
CHANGE IN REVENUES ( ) | |
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 1 0.0 0.0 0.0 0.0
1C05 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1037 GF/Mental Health 0.0 0.0 0.0 0.0 0.0 0.0
1079 (Undergr. Stor. Tk. Revol. Loan Fund) 51.4 51.4 51.4 51.4 51.4 0.0
TOTAL 51.4 51.4 51.4 51.4 51.4 0.0
Estimate of any current year (FY2003) cost: 0.0

Check this box (X) If funding for this bill Is included in the Governor's FY 2004 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

ANALYSIS: (Attach a separate page if necessary)

This bill would extend the termination date of the Board of Storage Tank Assistance (BOSTA) for four
years. Currently the Department expends S51,400 per year in contactual money for BOSTA -related
expenses and travel. Itis assumed this level of annual funding would continue through the extension
period which expires June 30, 2008.

Prepared by: Larry Dietrick. Director Phone 465-5250
Division Spill Prevention and Response Date/Time 3/24/03 3:30 PM
Approved by: Kurt Fredriksson - Deputy Commissioner Date 3/24/2003
Agency Dept, of Environmental Conservation
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STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

Title An Act extending the termination

date of the Board of Storage Tank Assistance
Sponsor House Rules by request of LBA
Requester House Resources

Expenditures/Revenues

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

OPERATING EXPENDITURES FY 2004 FY 2005
Personal Services 0.0 0.0
Travel 11.2 11.2
Contractual 40.2 40.2
Supplies 0.0 0.0
Equipment 0.0 0.0
Land & Structures 0.0 0.0
Grants & Claims 0.0 0.0
Miscellaneous 0.0 0.0

TOTAL OPERATING 51.4 51.4

ICAPITAL EXPENDITURES | |
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Fiscal Note Number

Bill VVersion:
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Environmental Conservation
Spill Prevention and Response
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FY 2007
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51.4
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0.0
0.0
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51.4
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FY 2008
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0.0
0.0
51.4
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0.0
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CHANGE IN REVENUES ( ) | |
FUND SOURCE
1002 Federal Receipts 0.0 0.0
1003 GF Match 0.0 0.0
1004 GF 0.0 0.0
1005 GF/Program Receipts 0.0 0.0
1037 GF/Mental Health 0.0 0.0
1079 (Undergr. Slor. Tk. Revol. Loan Funo) 51.4 51.4
TOTAL 51.4 51.4
Estimate of any current year (FY2003) cost: 0.0
Check thl? box (X) If funding for this bill is included in the Governor’s FY 2004 budget proposal:
POSITIONS
Full-time 0 0
Part-time 0 0
Temporary 0 0

ANALYSIS: (Attach a separate page if necessary)

This bill would extend the termination date of the Board of Storage Tank Assistance (BOSTA) for four
years. Currently the Department expends $51.400 per year in contactual money for BOSTA-related
expenses and travel. Itis assumed this level of annual funding would continue through the extension

period which expires June 30, 2008.

Prepared by: Larry Dietrick. Director
Division Spill Prevention and Response

Approved by: Kurt Fredriksson - Deputy Commissioner
Agency Dept, of Environmental Conservation
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L egislative Budget & Audit Com m ittee

Representative Ralph Samuels, Chair

Sponsor Statement for House Bill 187
Extend Board of Storage Tank Assistance

Under AS 46.03.010(18), the Board of Storage Tank Assistance will sunset on
June 30, 2003 unless the Legislature acts to extend the board. House Bill 187
would extend the board to June 30, 2007.

The board (BSTA) was created in 1990 to help the owners and operators of
underground storage tanks (UST’s) comply with state and federal regulations
enacted in response to nationwide concern over possible contamination of
drinking water from leaking tanks. These new regulations covered areas
including the design, construction and installation of new tanks, and tightened
standards for the retrofitting of existing tanks.

Board members have extensive UST knowledge and experience, allowing the
board to act as a valuable liaison between the Department of Environmental
Conservation and UST owner/operators. BSTA helped the DEC draft
reasonable regulations and has helped owner/operators interpret and comply
with regulations, saving the State the cost of seizing and cleaning up
contaminated sites caused by non-compliance.

The DEC provides financial assistance to UST owner/operators, previously
through grant programs, and now through a revolving loan fund, the Storage
Tank Assistance Loan Fund. BSTA has been instrumental in mediating disputes
between DEC and UST owner/operators over financial assistance
determinations and allowable costs, helping avoid the need for formal appeals
In some cases.

The Board of Storage Tank Assistance has a proven value, and it is in the best
interest of UST owner/operators, the State and the general public to extend the
board’s sunset date for four years.

Session: Alaska Capitol Building, Suite 412, Juneau, AK 99801, (907)465-2095
Interim: 716 W. 4th Ave, Suite 630, Anchorage, AK 99801, (907) 269-0240



HOUSE COMMITTEE REPCP'T

©) 3-3t-<3?
Date Referred to Committee: March 12,2003 FURTHER REFERRALS/FinancT
Date of Committee Action: jo 3

The RESOURCES Committee considered: HB 187
HOUSE BILL NO. 187 EXTEND BOARD OF STORAGE TANK ASSISTANCE

"An Act extending the termination date of the Board of Storage Tank Assistance; and providing for an effective
date."

Recommends it be replaced with [ J]HCS or [ ]CS for J
For Senate Bills with newtitle: [ ] Technical Title [ ] New Title: HCR_ [ ]Same Title [ ] New Title

[ ] attach amendments
[ ] add new referral to Committee
[ ] Letter of Intent Committee

Listof NEW FISCAL NOTES PREVIOUS FISCAL NOTES

Abbrev h ) , .
for . 0A65|ened_byCh|efCIerksOfﬁoe List by Dept(s): FN# Fiscal lodeL  Zero
Depls.: List by Dept(s): *FN# Fiscal Jndet. Zero

ADM .

COR

CRT

EED

DEC

DFG

GOV

HSS

LEG

LAW

LWF

MVA

DNR

DPS

REV

DOT

UA

Signing with recommendations i NR AM
Primed Last Name
~Q £A ~¥a \

Al7E£ \>

Chair:
Chair:



THE
FOLLOWING
DOCUMENT(S)
ARE

POOR
ORIGINAL

COPIES



DEPARTMENT OF ENVIRONMENTAL
CONSERVATION
BOARD OF STORAGE TANK ASSISTANCE
SUNSET REVIEW

October 15,2002

Audit Control Number:

Rl e

18-20020-02

...... Division of Legislative Audit

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



LEGISLATIVE BUDGET AND AUDIT COMMITTEE

DIVISION OF LEGISLATIVE AUDIT

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

The committee is responsible for providing the
legislature with audits of state government agencies.
The programs and activities of state government
now cost more than S6 billion a year. As legislators
and administrators try increasingly to allocate state
revenues effectively and make government work
more efficiently, they need information to evaluate
the work of governmental agencies. The audit work
performed by the Division of Legislative Audit
helps provide that information.

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

Audits are performed as mandated by Alaska
Statutes or at the direction of the Legislative Budget
and Audit Committee. Individual legislators or
committees can submit requests for audits of
specific programs or agencies to the committee for
consideration. Copies of all completed audits are
available from the Division of Legislative Audit's
offices in Juneau. Anchorage, or at our web site
http://lwww.legis.state.ak.us/legaud/web/default.htm.

BUDGET AND AUDIT COMMITTEE

Senator Gene Therriault, Chair
Senator Dave Donley

Senator Lyman Hoffman
Senator Randy Phillips

Senator Jerry Ward

Senator Gary Wiiken (alternate)

Representative Hugh Fate, Vice Chair
Representative John Harris
Representative Reggie Joule
Representative Ken Lancaster
Representative Eldon MuJder
Representative Bill Williams (alternate)
Representative John Davies (alternate)

DIVISION OF LEGISLATIVE AUDIT

Pat Davidson, CPA
Legislative Auditor

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

(907)465-3830, Juneau
(907)561-1445, Anchorage
(907)465-2347, Juneau Fax
(907)561-1452 Anchorage Fax


http://www.legis.state.ak.us/legaud/web/default.htm

LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Audit

P.O. Box 113300

Juneau, AK 99811 -3300

(907)465-3830

FAX (907) 465-2347

Internet e-mail address:

October 15, 2002 legaudit@Ilegis.state.ak.us

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

Octoter 15, 2002
Audit Control Number
18-20020-02

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. 2003.
The board would be allowed one year in which to conclude its adminisurative operations. We
recommend that the legislature extend the board until June 30, 2007.

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 the findings and discussion presented in this report are discussed in the Objectives.
Scope, and Methodology section of this report.

Pat Davidson, CPA
Legislative Auditor


mailto:legaudit@legis.state.ak.us
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O BJECTIVES. SCOPE. ANDMETHQDOLQGY

In accordance with the intent of Titles 24 and 44 of the Alaska Statutes, 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)
requires that the board will terminate on June 30, 2003, and will have one year from that date to
conclude its administrative operations.

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. 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 since our last review two years ago.
We reviewed the board’s activities to determine whether they have been in the public 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 section of Alaska’s statutes and regulations.

* Budget documents, session laws and other legislative information relating to the board
operations.

e Transcribed minutes of board meetings.

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

» Grant and loan files of recipients of financial assistance.
* Financial infoimation on the State’s accounting system.

e Office of the Ombudsman closed case files.

A AKA STATE LEGS ATURE DMSON CF LEGSLATIVE AUDIT



e Prior audits.
We conducted interviews with tiie following:
e Board members and the board’s executive director.

+ DEC Staff.

 Owners and operators of underground petroleum storage tanks.

In addition we attended the June 27, 2002, meeting of the board. We observed the proceedings
and the interaction of the board with the public.

ALASKA STATE LEAS ATURE DVISON OF LEGISLATIVE AUDIT



O RGANIZATION 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 1990 legislation established the Board of Storage Tank Assistance. The
board workr in conjunction with the State's Department of Environmental Conservation
(DEC) to carry out the various requirements of the UST statutes. The board and DEC are
involved in the making of regulations pertaining to USTr. DEC is responsible for UST
program administration, including the financial assistance subprogram.

The financial assistance program offers grants and loans to owners and operators to clean up
their facilities. The Storage Tank Assistance Fund (STAF)1 was established to fund the
program. Appropriations are made to STAF from the Oil and Hazardous Substance Release
Prevention and Response Fund (Prevention Account), tank registration receipts, and from the
principle and interest of loan repayments.

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

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

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

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 assign 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 set a standard for the level of a containment that
is allowed to remain in soil or groundwater after cleanup of a release ffom, or associated
with, a UST.

1Chapter 41, SLA 2002 changed the Storage Tank Assistance Fund to the Underground Storage Tank Revolving
Loan Fund (USTRLF).
-3-
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6. Issue non-binding recommendations in disputes that might arise when DEC does not issue a
“non further action letter”2 for sites that have completed cleanup actions.

Additional responsibilities are assigned to the board under IS 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 reguladon and oversight. The other six include:

A registered engineer who is knowledgeable in

installing, upgrading, repairing, or closing USTSs. Board of Storage Tank Assistance
(as of July 31, 2002)

A general contractor, who is knowledgeable La

installing, upg-ading, repairing, or closing USTs. Judy Chadwick, Chair

Representative of insurance industry
Larry Dietrick
e« Two owners or operators of a UST, at least one of Designee of the commissioner of DEC
whom does not own or operate more than 10 Ropert Haines
USTs. Tank Contractor
Steve Johnson
Registered Engineer

» A member of the insurance industry.
Roger Starr

A publi ber who d have a financial | o OWner
. pu |c_ mem er who oes.not ave_ a |nan_C|a Jim Weymiller
interest in replacing, upgrading, closing, testing, Tank Owner

or cleaning up releases from USTs. Vacant

Public Member
John Barnett

All members are appointed by the governor to serve
Executive Director

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.

* No further action letter is a term referring to a formal determination by DEC that a contaminated site has been
successfully remediated, and accordingly no further action is necessary. Such determinations arc often vital for an
owner/operator to obtain financing or to sell their property.
-4 -
ALASKA STATE LEGS ATURE DMVISION OF LEGISLATIVE AUDIT



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

3. Distribute and monitor grant and loan awards. Loans will also involve approval and
servicing by the Department of Community and Economic Development’s Division of

Investments.

4. Manage the Underground Storage Tank Revolving Loan Fund'.

' Prior to Chapter 41. SLA 2002 this fund was referred to as the Storage Tank Assistance Fund (STAF).
-5-
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p . ACKGROUNP INFORMATION

In 1990 the legislature created a program to provide both financial and technical advisor}'
assistance to the owners and operators of underground petroleum storage tanks (USTs). 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 stored substances to seep into
the surrounding soil. This leakage can contaminate the groundwater, which in turn could
contaminate a drinking water source and create 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 by December 22, 1998.

Additionally, 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.

Recent legislation has significantly changed the UST loan and grant programs

In 2002 the legislature made significant changes to the remaining loan and grant programs
(Exhibit 1, page 10 Summary of UST Financial Assistance Programs). Chapter 41 SLA 2002
(Senate Bill 153) repealed the upgrade and closure grant program effective June 30, 2002,
however no applicants remained on the ranking list when the program was closed. This
legislation also repealed the cleanup grant program effective June 30, 2004. According to
testimony from DEC and the board, all remaining cleanup grantees that apply for a grant are
projected to be funded by the 2004 repeal date.

One of the largest changes brought on by Chapter 41 SLA 2002 was the conversion of the
Storage Tank Assistance Fund into a revolving loan fund, and thereby the cleanup loan
program (created in 1999) Into a revolving loan program. Additionally, a net-worth based
eligibility requirement was placed on the cleanup loan program which effectively limits the
loan program to medium to small “Mom and Pop” operations. To be eligible, an owner or
operator can not have been eligible for self-insurance (per federal regulations4) at any time on
or after July 1, 2002.

4Code of Federal Regulations 40 CFR 280.95.

ALAKA STATE LEAS ATURE DVISON CF LEGSLATIVE AUDIT



Demand for cleanup loan program still unknown

Approximately fifty-seven owners/operators have expressed interest in the cleanup loan
program. A few cleanup loan packets have been provided to owners/operators, but no loan
packets have been completed and returned as of yet. There have been a few no-interest5loans

issued in relation to the cleanup grant program.

While the demand for the cleanup loan program is still unknown, some board members and
staff believe that once the cleanup grant program is repealed on June 30, 2004, there will be
an increased interest in the cleanup loan program. This increased interest is expected because
owners/operators will be either at their grant cap of $250,000, not applied for a cleanup grant,
and/or have not been able to complete cleanup before the cleanup grant program was
repealed. For these individuals, the only remaining assistance option for site cleanup is a loan

through the cleanup loan program.

Tank owners/operators and board members have indicated that banks will not loan money for
the cleanup of contaminated sites, mainly because a loan default would result in the bank
owning the contaminated site and being responsible for completing the cleanup.

The board’s continued role in the UST program

Since creation (Chapter 96 SLA 1990), the board has been active in the drafting of
regulations, developing financial assistance, grantee ranking requirements, and hearing
appeals related to the UST financial assistance program. However, with the pending repeal of
the cleanup grant program in 2004, and the current minimal demand for the cleanup loan
program, the board’s workload has decreased in recent years. This is evidenced by the
decrease in the number of yearly board meetings.

Although the workload for the board has decreased in recent years, the board continues to be
active in the writing of regulations due to legislative changes to the financial assistance
program. The board also continues to review UST cleanup regulations written by DEC to
assure the regulations are reasonable, and not more stringent than federal UST regulations.

If the loan program experiences the expected influx of applicants after the grant program is
repealed, the board will be involved in resolving eligible cost issues and fine-tuning cleanup
loan regulations. This will most likely involve hearing appeals related to eligible cleanup
loan costs, and possibly even cleanup loan ranking issues if the loan applications exceed the
available funds in the Underground Storage Tank Revolving Loan Fund (USTRLF).

The board, through its make up, has extensive UST knowledge and experience. Over the
years this resource has not only been used by tank owners and operators in the understanding

3 Chapter 70, SLA 1999 limited cleanup grants to $250,000 and required owners/operators to pay 109c of cleanup
costs out of pocket, up to a limit of $25,000. However, an owner/operator could gel a no-interest loan for their out-
of- pocket portion.

-8 -
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of UST regulations, but also by DEC in the writing and editing of UST regulations. The
board uses its knowledge of USTs to make sure regulations are reasonable and fit within the

intent of state statutes and EPA regulations.

Over the life of the board, a relationship of trust and respect has formed between tank
owners, the board and DEC. This trust has been built on the board’s professionalism and
ability to handle disputes effectively and efficiently.

Funding for the board comes from the Underground Storage Tank Revolving Loan Fund

The funding for the board comes from the Underground Storage Tank Revolving Loan Fund
(USTRLF), which consists of legislative appropriations of funds from three sources:

1. Oil and Hazardous Substance Release Prevention and Response Fund fPrevention
Account) These are monies collected from a three cents per barrel oil tax. This account
also funds other programs besides the USTRLF.

2. Tank Registration fees In FY 02 the State collected approximately $61,000 in tank
registration fees from UST owners and operators.

3. Cleanup loans These monies consist of the principal and interest from cleanup loan
repayments in addition to income earned on money in the fund.

The board’s budget and tank fees have remained fairly constant during FY 01 and FY 02

The board substantially reduced its costs from approximately $100,000 in FY 00, to a budget
of just under $52,000 in FY 01 and FY 02. This is largely due to the privatization of the
board’s executive director position in FY 00, and the overall reduction in workload for the
board. A breakdown of the STAF revenues and expenditures for FY 02 is included in

Appendix A.

Tank owners/operators consider the board funded with their tank registration fees

The Alaska Underground Tank Owners and Operators (AUTOO) association believe their
annual tank fees ($61,000 in FY 02) pay for the board and therefore, so long as they continue
paying tank fees, the board should also continue to be in existence. However, given potential
future reductions in the board’s workload, they may need to meet less often.

The Alaska Constitution prohibits dedicating revenues; therefore, annual tank fees can not be
restricted to funding the board. As noted above, there are three main funding sources for the
Storage Tank Assistance Fund. No one particular funding source can be identified as strictly
funding board activities.

ALASKA STATE LEGISLATURE DMSION CF LEGSLATIVE AUDIT



Exhibit 1

Program

Tank Tightness
Testing & Site

A ssessment

Incentive Program

Reimbursement

Program

Tank Upgrade &

Closure Grant
Program

Tank Cleanup
Grant Program

Tank Cleanup
Loan Program

Summary of UST Financial Assistance Programs

Description

Repealed
Effective
July 1,1999

Repealed
Effective
July 1,1999

Repealed
Effective
July 1,2002

Program active
Application period
sunset June 30,
1994. Funds
currently allocated
o the program
hrough FY 03

Repeal of Program
set for

July 1,2004 By
Ch. 41 SLA 02

3rogram active.
Xppllcation period
.unset June 30,
994. Funds
:urrently allocated
o the program
hrough FY 03

ALASKA STATE LEGS ATURE

Eligible Costs

3rovided funds directly
:0the owner/operator
specifically to
‘eimburse costs for
:ank tightness test or
site assessments to
determine if there had
seen a release of
oetroleum.

Provided
reimbursement of the
:osts of risk
assessment,
containment, cleanup,
corrective action,
jpgrade or closure
activities on or after
December 22,1988
and before September
5.1990.

Provided funds directly
lo the owner/operator
specifically to cover
aosts of removal,
jpgrade, or
eeplacement of UST
system.

Provides funds directly
o the owner/operator
specifically to cover
aosts of risk
assessment,
aontainment,
aorrective action, and
aleanup.

3rovides funds directly
o the owner/operator
rom a revolving loan
und, specifically to
:over costs of risk
issessment,
:ontainment,

.orrective action, and
leanup.

Net Worth/Payment
Limitations as of 7/1/55

Not Applicable

Not Applicable

The tangible net worth of both owner

and operator were limited to

5250,000 each. Grant payments
under this program could not exceed
a total of S250.000 for the same
owner or operator. When combined

with tank cleanup or tank

upgrade/closure grants and loans to
same owner/operator, payments

:annot exceed S500.000.

The tangible net worth of both owner
and operator limited to 51 million or
ess each. Grant payments under this
orogram may not exceed $250,000
ess then 10% for owner/operator's
deductible (notto exceed $25,000).

A/hen combined with a grant

oayment under the tank upgrade and
closure program, payment may not
exceed $250,000. When combined

Ivith tank cleanup or tank

jpgrade/closure grants to same
owner or operator, payments cannot

axceed $500,000.

"he owner can not have been eligible

or self insurance under

IOCFR280.95 any time on or after
July 1, 2002. Loans when combined
with grants to same owner or
operator may not exceed $500,000.
A/hen combined with tank cleanup or
ank upgrade/closure grants and
oans to same owner/operator,
oayments cannot exceed S500.000.
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Assistance Provided

Repealed
Effective July 1. 1999
By Ch.70 SLA99

Repealed
Effective July 1,1999
By Ch. 70 SLA99

Repealed
Effective
Julyl, 2002

By Ch. 41 SLAO02

Up to S250.000 and
owner/operator is
responsible for 10% of total
cleanup costs (not to
exceed S25,000) which is
excluded Irom the grant. A
lank cleanup loan for no
nterest is available for this
deduction.

An owner/operator may
borrow up to $500,000 for
cleanup at a rate equal to
the 12th Federal Reserve
District Discount rate as of
Jan. 1 of the year in which
he loan is approved plus
one-half percentage point.
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p EPQRT CONCLUSIONS

In our opinion, the Board of Storage Tank Assistance (BSTA) should be reestablished. The
board plays a significant role in promoting compliance throughout the State with regulations
and specifications for underground storage tanks (USTs). 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 caused by leaking USTs
owned and operated by private sector interests.

As an independent board, BSTA has been instrumental in mediating disputes between the
Department of Environmental Conservation (DEC) and UST owners/operators. The board
appeal procedures are currently more streamlined and efficient than DEC’s procedures for
hearing appeals, and consequently, less expensive for the State as well as for tank
owners/operators. In addition, the board has been afforded the ability to be more creative and
flexible in resolving issues based on the intent of the law, rather than strict adherence to
regulation. This has allowed the board to apply “common sense” to appeal rulings in
instances where DEC felt they were bound by the letter of the law.

During FY 01 and FY 02, the board heard two official appeals which were related to eligible
cleanup grant costs. In one appeal, the board upheld DEC’s denial of some disputed cleanup
costs and overturned DEC’s denial of others. In the second appeal, the board upheld DEC’s
denial of the disputed cleanup costs, but identified and corrected DEC’s misinterpretation of

the cleanup grant cap ceiling.

The board’s executive director and chair person have been on the board since its creation in
the early 1990s. Additionally, the engineer, contractor, and large tank owner seats have been
held by the same individuals since the early to mid 1990s. Through the member’s tenure and
professional knowledge, they provide a valuable resource to not only tank owners and
operators, but also to DEC at little cost to the State.

As a trusted intermediary with tank owners and operators, the board has been able to
facilitate the cooperation of tank owners and operators with DEC regulations. This has been
accomplished in part through the resolving of disputes and concerns on an informal basis,
before they are elevated to appeal strtus. Facilitating compliance with DEC regulations
assists in achieving the overall public policy objective, bringing UST owners/operators into
compliance with regulations.

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 financial assistance program. The board reviews all DEC regulation proposals related to
USTs. The board also acts as an information conduit to tank owners/operators, providing
regulation explanations in terms understandable to the particular owner/operator. Without the
board, these questions would fall on DEC, resulting in an increased workload for DEC
employees and possibly higher costs for the State.

- 11 -
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The board has extensive support from the UST tank owner and operator community.
AUTOO has, and continues to express a fervent need to maintain BSTA.

Overall, BSTA has enhanced cooperation between tank owners/operators and DEC. The
board continues to promote compliance with underground storage tank regulations and

(ultimately) a safer environment through:

e lts role in hearing appeals.
* Writing financial assistance regulations.
 Reviewing and approving UST regulations.

» Being a trusted intermediary and information conduit between DEC and tank
owners/operators.

In addition, the board’s contribution to tank owners/operators compliance with regulations
and the financial assistance program, have prevented the State from having to take over UST
sites. As aresult, the State has been saved from the costs of cleaning up contaminated sites.

BSTA can facilitate a smooth transition between the repeal of the cleanup grant program on
June 30, 2004, and the fme-tuning of cleanup loan regulations and procedures. After these
events, the only board roles left will be the hearing of disputes related to “no further action”
letters, and UST regulation review and approval. At such time the continued justification for

the board would be questionable.

The board is currently experiencing a downturn in activity. However, the termination of the
cleanup grant program, coupled with the implementation of the new loan program, should
result in an increase in activity in future years. Given the expectation of future activity, and
the institutional knowledge of the board, we recommend the legislature extend the board’s
termination date until June 30, 2007.

- 12-
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ANALYSIS OF PUBLIC NEEp

The following analyses of board activities relate to the public need factors defined in
AS 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.

Determine the extent to which the board, commission or program has operated in the
public interest.

Board Resolves Disputes

One of the board’s statutory duties is to hear appeals from owners and operators who
disagree with DEC’s financial assistance determinations. The board had 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 a decision to be issued within ten days.

The board is in compliance with regulations. The board heard two appeals in the last two
years. Both of these were related to eligibility of cleanup costs. In one appeal, the board
ruling provided satisfaction to both DEC and the appellant by allowing some of the costs, and
upholding the disallowance of other disputed costs.

In the second appeal, the board upheld DEC’s disallowance of the disputed costs. Through
the appeal process, the board was made aware of an issue which effected many grantees.
DEC was considering the cleanup grant cap to effectively be $225,000 ($250,000 less
$25,000 out-of-pocket costs). The board disagreed, and stated that the statute indicated that
5250,000 in gTant funds should be available. While the board disallowed the costs being
disputed, they made available additional grant funds for other allowable cleanup costs of the

appellant.

According to the board, it has worked with multiple 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. The executive director estimates that approximately
four to five potential appeals were averted in the prior year.

Information provided to interested parties

The board utilizes several mediums to ensure that owners and operators are informed of
federal and state regulations.

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

- 13-
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* The board provides public notices of all its meetings, and invites the public to
participate and comment on any aspect of the UST program. Public attendance at
board meetings is intermittent, but when the public (tank owners/operators) do come
to the meetings, they are given priority, and the meeting agenda is adjusted to best
facilitate any comments they wish to make. In the past two years there have been
instances where tank owners/operators or engineering consultants have attended
meetings to voice concerns about various aspects of the UST program. In each case,
the board took action to address the concerns raised by the public.

 The board’s executive director has made himself available to take questions or listen
to complaints. According to the board’s executive director, the majority of questions
concern UST regulations or UST financial assistance programs.

Board Attendance

We reviewed board attendance records for the current board members. With die exception of
one member who has not attended a meeting in the last two years, we found that board
meetings are generally well attended. The board is currently working on having this member
replaced.

Review of DEC UST Regulations

One of the board’s statutory responsibilities is to approve regulations specifying allowable
technologies for testing, containment and cleanup, or corrective action prior to being adopted
by DEC. The board has the additional responsibility of reviewing regulations proposed by
DEC that set a standard for the level of contamination that is allowed to remain in soil or
groundwater after cleanup of a release from, or associated with a UST.

In the last two years the board has participated in the review of proposed changes to UST
regulations written by DEC. The new regulations are currently undergoing review at the
Department of Law, and will be reviewed again by the board and approved before they can
be adopted by DEC.

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

Appropriations are made to the Underground Storage Tank Revolving Loan Fund (USTRLF)
to provide assistance to owners and operators of USTs. Although the DEC manages the fund,
the board is responsible for allocating funds to the Financial assistance programs.

Each >ear in its June 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. Because of the current
lack of activity in the cleanup loan program, the only, program with ranked projects is the

- 14-
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cleanup grant program. However, the board has reserved money in the USTRLF to fund
cleanup loans with the anticipation that a number of cleanup loans will be requested once the

cleanup grant program is repealed in 2004.

Determine 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 the past two
years there have been two major pieces of legislation affecting the UST assistance program
and the board. In both cases the board, through its executive director, was present to provide

input and testimony regarding these bills.
Chapter 41, SLA 2002:

» repealed the upgrade and closure grant program,

& set arepeal date of June 30, 2004 for the cleanup grant program,

e converted the Storage Tank Assistance Fund into the Underground Storage Tank
Revolving Loan Fund (loans can only be issued for cleanup activities), and

» placed a financial based eligibility requirement on the cleanup loan program, which stated
that if an owner/operator was eligible for self insurance under Federal Regulations, they
were not eligible for a cleanup loan.

Chapter 106, SLA 2002 extended the board’s sunset date from June 30, 2001, to
June 30, 2003.

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
effectiveness 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.

Determine the extent to which the board has encouraged public participation in the
making ofits regulations and decisions.

During the last two years the board has not made any changes to its regulations. However,
given the changes to the financial assistance programs by Chapter 41, SLA 2002, the board
will need to rewrite its UST financial assistance regulations over the next year. If the changes
-15-
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are substantial, this may require the holding of public hearings to gather public comment on
the proposed changes to the UST financial assistance regulations.

Determine the efficiency with which public inquires or complaints regarding the activities
ofthe board, commission, or agencyfiled with it, with the department to which a board or
commission is administratively assigned, or with the office ofthe 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 occupation 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, budgeting or other changes are
necessary to enable the board to better serve the interest of the public and to comply with
thefactors enumerated in this subsection.

Seeking appointments for vacant and chronically absent board seats

The public member’s seat on the board has been vacant for over a year. It is not in the
board’s power to appoint a new public member, however they should continue to seek an
appointment from the governor’s office for this seat.

Additionally, one board member has not attended a board meeting in the last two years. The
board has begun the process of seeking this member’s resignation so a new member can be
appointed.

We agree with the board’s actions concerning these board scats and recommend they
continue.

- 16-
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Appendix A
Schedule of Revenues and Expenditures
(unauditeo)

FY02 Storage Tank Assistance Fund

Fund Balance, July 1, 2001 S 5,271,500
Revenues
Transfer from Qil and Hazardous Subtance Release S 2,181,700
Prevention and Response Fund, Prevention Account
Federal Grants in Aid 577,000
Interagency Receipts 246,400
FYO1 UST Tank Fees Transferred to STAF in FY02 69,000
FY02 UST Tank Fees 42,700
Other 9.200
.otal Revenues S 3.126.000
Expenditures
DEC Expenditures 1,745.000
Financial Assistance Grants 1,297,700
Board Costs:
Executive Director Contract 40,200
Travel 1,800
Travt'-Related Per Diem 400
Total Expenditures S 3.085.100
Fund Balance, June 30, 2002 $ 5,312,400

1 As of June 30, 2002 approximately S18,000 in FY 22 UST tank lees had not been transferred lo the fund.
2 Executive director is responsible for paying for his own travel, the public noticing of meetings, etc.

3 Includes only travel-related costs lor non-state employee board members.

4 Includes only travel-related per diem for non-state employee board members.
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IFT\
TONY KNOWLES. GOVERNOR

vH/
410 Willoughby Ave.. Ste 303
Juneau, AK 99S01-1795
DEPT. OF ENVIRONMENTAL CONSERVATION P s0mate e
DIVISION OF SPILL PREVENTION AND RESPONSE http://www.state.ak.us/dec/hoine.him
December 2, 2002
RECEIVED
Ms._Pat _Davidso_n, CPA DEC 0 2002
Legislative Auditor
Alaska State Legislature LEGISLATIVE AUDIT

P. O. Box 113300
Juneau, AK 99801-3300

Dear Ms. Davidson:

Thank you for the opportunity to review the preliminary audit report for the Board of Storage
Tank Assistance.

We have reviewed the draft transmitted by your November 14, 2002 letter and have no further
comments. Your consideration of our earlier comments is appreciated.

Please let me know if you need any other information or if we can provide any assistance.

Director

cc: Kurt Fredriksson, DEC, Acting Commissioner
Steve Bainbridge, Contaminated Sites Program Manager
John Barnett, Board of Storage Tank Assistance
Laura Beason, DEC, Finance Officer
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do CapitolRaokt

P.O Bx240651, DougU AK 99824
(907) 364-2514 (Spport O‘ﬁdg
(907) 342518 (Feoimilc

exoo(vr<?gri.nct
RECEIVED

December 3,2002
DEC 0 h 2002

Pat DaVidson, LegiSIative Auditor LEGISLATIVE AUDIT
Division of Legislative Audit

P.O. Box 113300

Juneau, Alaska 99811-3300

Subject: Preliminary Audit Report, Board of Storage Tank Assistance. Sunset Review

Greetings,

On behalfofthe Board of Storage Tank Assistance, | would like to thank you for allowing us to
respond to your findings and recommendations expressed in the Preliminary Audit Report, Board of
Storage Tank Assistance, Sunset Review, dated October 15,2002.

The Board concurs with all findings and recommendations and fully supports extending the Board
termination date until June 30,2007. The regulated community will not feel the changes resulting
from the passage of SB 128 in 1999 and SB 153 in 2002 until tire termination ofthe grant program
in 2004 when the loan program becomes the sole source for cleanup funds. It will be important to
tank owners and operators that the Board be available to mediate disputes and to “fine-tune” the

regulations.

It is also extremely important that the Board remain in place to provide oversight to proposed DEC
regulations that historically have initially not considered the economic impact to Alaska businesses
and theiremployees. With the Board’s private sector composition, the Board has the skill and ability
to insure that the financial burdens resulting from new DEC regulations are manageable while still
protecting the public safety, health and the environment.

Ifyou should require additional information, please do not hesitate to contact me at (907) 364-2514.
You may also contact the Board Chair, Judy Chadwick, at (907) 276-5617.

-21 -



(Intentionally left blank)

-22
ALASKA STATE LEGISLATURE DMSION OF LEGISLATIVE AUDIT





