The State of New Hampshire
Department of Environmental Services

—

NHDES

Thomas S. Burack, Commissioner

Rep. Leigh A. Webb, Chairman Oil Fund Disbursement Board
November 24, 2014

Her Excellency, Governor Margaret Wood Hassan
and the Honorable Council

State House

Concord, New Hampshire 03301

REQUESTED ACTION

Pursuant to RSA 146-D:5, II, RSA 146-E:7, RSA 146-F:6, and RSA 146-G:9, accept the 2014 annual
report of the Oil Fund Disbursement Board (Board).

EXPLANATION

The Board hereby submits its annual report on the status of the New Hampshire Petroleum Cleanup
Fund Program for the State Fiscal Year ended June 30, 2014. A separate table titled, “N.H. Petroleum
Cleanup Reimbursement Funds Summary,” lists the various funds, import fees, typical annual
revenues, fund type and use, balance as of June 30, 2014, and budget for FY 2015.

The reimbursement fund program has a history of service to New Hampshire citizens, in providing
financial resources to remedy environmental impacts due to releases of petroleum product. See Table 2
— Total Cleanup Costs by Community as of June 30, 2014, in the annual report appendix. The program
includes three petroleum storage facility funds: the Oil Discharge & Disposal Cleanup Fund, the Fuel
Oil Discharge Cleanup Fund, and the Motor Oil Discharge Cleanup Fund. The three funds operate as
comprehensive excess insurance that protects facility owner assets and ensures timely and cost-
effective cleanup of petroleum contamination. In addition to protecting public health and the
environment, the funds play a significant and important role in economic development.

A fourth fund, the Gasoline Remediation & Elimination of Ether (GREE) Fund under RSA 146-G
provides financial assistance for the problem of methyl tertiary-butyl ether (“MtBE”) contamination.
MtBE impacts owners of public and private water supply wells statewide, despite a ban on the gasoline
additive that was effective January 1, 2007. It is important to note that the Petroleum Cleanup Fund
Program, including the GREE Fund, principally covers cleanup work for on-going projects and a
limited number of new projects. In addition to, and separate from, the funds administered by the
Board, new funding resulting from settlement of the State's 2003 MtBE lawsuit is being used for
contamination investigation and cleanup, water supply monitoring, and to address impacted drinking
water supplies.

The Fuel Oil Discharge Cleanup Fund (FODCF) is available for heating oil contamination cleanup and
replacement of substandard on-premise-use heating oil storage tank systems. The tank replacement
program for low-income homeowners is part of our efforts to reduce the incidence of heating oil
releases to the environment and thus reduce cleanup expenses. In its December 2009 report to the
Fiscal Committee, the Legislative Budget Assistant concluded that the FODCF is “effective and
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Sunctioning as intended,” but insufficient revenues caused delays in cleanup project completion and
restricted use of the tank replacement program.

After three years of temporary import fee adjustments, in 2013 HB 185-FN was enacted into law
making a 1.25¢ per gallon import fee permanent for FY 2014 forward. This has stabilized program
revenues allowing previously-delayed cleanup and tank replacement work to be completed, and will
allow restoring the program operating budget to a level more consistent with services demand.

In 2014, HB 1229-FN was enacted into law, extending the lapse dates of the Oil Discharge and
Disposal Cleanup Fund (ODDCF) established under RSA 146-D and the GREE Fund to July 1, 2025.
This ensures the continued availability of these important funds needed to complete cleanup work at
hundreds of locations.

The Board and DES monitor fund program revenues and expenses and prioritize cleanup projects in
consideration of public health/environmental risk, demand, and availability of funds. DES personnel
work diligently to assist owners of contaminated public and private water supply wells, and to bring
cleanup projects to regulatory closure. We also direct significant effort toward petroleum storage
facility owner/operator outreach and training for release prevention. However, existing groundwater
contamination in many areas of the state will be slow to degrade, and new contamination projects will
still be discovered in future years despite highly effective release prevention efforts. Thus,
continuation of the Petroleum Cleanup Fund Program and adequate program funding are vital to
protect public health and environmental quality in New Hampshire.

We respectfully request your acceptance of this report.

Lod A AN

Le@{ A. Webb, Chairman
011 F und Disbursement Board

Thomas S. Burack, Commissioner
Dept. of Environmental Services

Attachments
cc: Hon. Chuck Morse, President of the Senate
Hon. Terie Norelli, Speaker of the House
Hon. Bob Odell, Chair Senate Energy & Natural Resources Committee
and Senate Ways & Means Committee
Hon. Shannon Chandley, Chair House Resources, Recreation & Development Committee
Hon. Susan Almy, Chair House Ways & Means Committee
Tammy Wright, Clerk of the Senate
Karen Wadsworth, Clerk of the House
N.H. State Library
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EXECUTIVE SUMMARY

Pursuant to RSA 146-D:5, Il, RSA 146-E:7, RSA 146-F.6 and RSA 146-G:9, this
document presents the Annual Report of the Oil Fund Disbursement Board on the Qil
Discharge and Disposal Cleanup Fund, Fuel Oil Discharge Cleanup Fund, Motor Qil
Discharge Cleanup Fund and Gasoline Remediation & Elimination of Ethers Fund for
the Fiscal Year (FY) ending June 30, 2014. The report includes fund program
background and objectives, FY 2014 activity, current and historic financial activity, and
revenue and expense projections for the next two fiscal years. The report and related
program information is available at:

http://des.nh.qov/organization/divisions/waste/orcb/fms/prip/orcb/fms/prfp/index.htm

Rep. Leigh A. Webb, Chairman
Kevin A. Sheppard, P.E., Vice Chairman
Sen. Bob Odell

Sen. Jeffrey Woodbum

Rep. Karen Ebel

Thomas Klemm

James E. Robertson

Ronald R. Poirier

Thomas J. Frawley

Dana Jones

Scott R. Bryer, CPA

Michael J. Wimsatt, P.G.

Oil Fund Disbursement Board — RSA 146-D: 4, |
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Program Background

The New Hampshire Petroleum Fund Program
is a financial assistance program for owners of
petroleum storage facilities, owners of public
and private water supplies, and owners of
properties identified as a source of gasoline
ether contamination - typically methyl tertiary-
butyl ether (MIBE). The program includes four
separate dedicated funds authorized by state
statute for the cleanup of petroleum
contamination.  These funds are: the Oil
Discharge & Disposal Cleanup Fund
authorized by RSA 146-D, the Fuel Oil
Discharge Cleanup Fund authorized by RSA
146-E, the Motor Qil Discharge Cleanup Fund
authorized by RSA 146-F, and the Gasoline
Remediation & Elimination of Ethers Fund
authorized by RSA 146-G.

The RSA 146-D fund was enacted into law in
July 1988, and program operations began in
1990. The other three funds were added to the
program in subsequent years, the most recent
being the gasoline ether fund in July 2001. The
fund program serves New Hampshire citizens
by providing financial resources to protect
public health, remedy environmental impacts,
and avoid financial hardship.

The RSA 146-D, E & F funds provide “excess
insurance”  coverage for  owners  of
underground storage tank (UST) facilities,
owners of above ground storage tank (AST)
facilities, owners of on-premise-use heating oil
facilities (primarily residential properties), and
owners of land where facilities are or were
located. Under federal and state regulations,
UST owners are required to demonstrate
financial responsibility (FR) for contamination
cleanup. The RSA 146-D fund satisfies both

the federal and state FR requirement. To
qualify for state fund coverage, facilities must
be in compliance with all applicable state and
federal rules for operation and maintenance,
and thus provides an incentive to reduce the
risk of releases. Out-of-use facilities must be
properly  closed, which is typically
accomplished by removal from the property.
Together, these three funds comprise a
comprehensive excess insurance program that
protects facility owners from financial
devastation and ensures timely and cost-
effective cleanup of petroleum contamination.
Owners of petroleum storage facilities may
request reimbursement for cleanup costs
incurred due to facility releases.

In addition, under RSA 146-E, low-income
homeowners may receive up to $1,500 in funds
for repair or replacement of substandard on-
premise-use fuel oil storage tank systems, to
prevent releases and avoid cleanup expenses.

The RSA 146-G fund was enacted in 2001 to
specifically address the problem of MtBE
contamination in public and private drinking
water supply wells throughout the state.
Aithough MtBE was banned as a gasoline
fuel additive effective January 1, 2007, it
remains a significant contaminant of concern
in groundwater.

The fund program is administered by the Oil
Fund Disbursement Board (Board), which is
composed of twelve members representing
the N.H. Legislature, the petroleum industry,
state agencies and the general public. The
Board is administratively attached to the
Department of Environmental Services
(DES), which performs program support
services. The Board meets regularly to

2014 Annual Report of the Qil Fund Disbursement Board
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approve activity reports, review policies and
procedures, consider rule waiver requests
and hear appeals.

Reimbursements from the Qil Discharge &
Disposal Cleanup Fund (ODDCF), the Fuel
Oil Discharge Cleanup Fund (FODCF), the
Motor Oil Discharge Cleanup Fund (MODCF)
and the Gasoline Remediation & Elimination
of Ethers (GREE) Fund are subject to N.H.
Administrative Rules Chapter Odb 400 and
Board policies.

Objectives & Activity

The Board and DES work cooperatively to
ensure that the purpose and goals established
by statute for each fund are met, which are
protection of public health and the environment
through the funding of cleanup activities for
petroleum contamination in soil and water, and
funding of activities to prevent releases that
cause petroleum contamination. DES program
staff work to move cleanup projects toward
regulatory closure in a timely manner. This
activity includes review and approval of
cleanup work scopes and budgets, activity
reports, and reimbursement requests. In a
typical month, DES staff will review and
approve 70 work scopes/budgets, 200 cleanup
activity reports and 190 reimbursement
requests ranging from under $1,000 to over
$200,000. Whenever possible, innovative and
performance-based strategies are employed to
improve cleanup results and decrease the time
to complete regulatory closure of a project.

The Board oversees financial management of
the funds including development and
implementation of rules, policies and
procedures  for  fund eligibility  and
reimbursement request processing. In its

efforts, the Board may employ independent
auditors or consultants, and relies on the
Department of Justice for legal counsel.

Community Assistance & Economic
Development

Since program inception, $251,980,232 has
been disbursed from the funds to individuals,
small and large business owners, political
subdivisions and State agencies for cleanup
cost reimbursement, with comparatively low
program management and administrative
costs. Petroleum storage facility owners or
individuals in nearly every community have
received fund program cleanup  cost
assistance. In addition, $3,676,231 has been
disbursed to low-income homeowners for fuel
oil release prevention. See Tables 1 and 2 in
the Appendix.

The funds provide a direct benefit in protecting
public health, and in environmental damage
prevention and restoration.  Further, the
program  provides  ancillary  economic
development benefits by offsetting unplanned
costs that would otherwise be incurred by
property owners and by encouraging property
revitalization and reuse. Numerous blighted
properties in the State have been successfully
redeveloped, including  municipally-owned
properties, due to cleanup cost funding which
often facilitates/leverages private development
funds. Properties with low taxable value due to
contamination are restored to productive use.

Program Recognition

The New Hampshire petroleum fund program
continues to receive high marks from USEPA,
consulting  engineers, petroleum  industry

2014 Annual Report of the Qil Fund Disbursement Board
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representatives, and facility owners. New
Hampshire has achieved nearly 100%
regulatory compliance in its efforts to remove or
upgrade substandard underground storage
tanks to prevent releases. Therefore, the risk
of financial impact to the ODDCF is greatly
reduced versus when the program began and
the rate of releases was much greater. Our
compliance performance places us at the top
tier nationally among the states.

Completing regulatory closure of existing
FODCF, ODDCF, and GREE Fund cleanup
projects depends on adequate revenues. In
addition, the fuel oil Safetank Release
Prevention Program can greatly reduce future
cleanup expenses if there are sufficient FODCF
revenues. Thus, the Board and DES work to
ensure  continuous  improvement  in
management of the four funds, and make
recommendations to the Governor and
Legislature on addressing future revenue
needs for this vital program.

Legislation, Rulemaking & Related
Activity

In 2014 HB 1229-FN passed, extending the
ODDCF and GREE Fund lapse dates to July
1, 2025, and providing an additional
$500,000 in cleanup cost coverage under the
ODDCEF.

The most recent revisions to the fund program
rules under N.H. Administrative Rules Chapters
Odb 100, 200 and 400 were adopted in
September 2011, December 2013 and April
2014, The program guidance manual was
updated and re-published in January 2012, and
provides comprehensive information on
accessing the reimbursement funds. Another

update is planned for early 2015. The manual
is available at:

http://des.nh.gov/organization/divisions/waste/o
rcb/fms/prip/orcb/fms/prip/index.htm

Cleanup Project Activity

For a typical project, the sequence of
‘phased” cleanup work from discovery of a
release through regulatory closure is:
Emergency Services, Initial Response, Site
Characterization, Site Investigation,
Remedial Plan, Remedial Plan
Implementation and finally, Monitoring.
(Monitoring may also occur at projects where
remediation is delayed or postponed due to
limited availability of funds.) The nature of
the product released dictates the type of
work needed to complete cleanup. A
gasoline release will spread further in
environmental media such as soil and
groundwater hence, a comprehensive site
investigation is usually required prior to
remedial plan development and remedial
plan  implementation. In  contrast,
contamination from a fuel oil release is
frequently limited to soil. Therefore, fuel oil
cleanup work typically occurs under the Initial
Response phase, and these projects move
more quickly to regulatory closure without a
comprehensive site investigation.

The majority of cleanup work currently
funded under the ODDCF is associated with
releases of gasoline and diesel products
from regulated USTs, reported during the
period from the late 1980s through
December 1998. After 1998, most operating
facility ~ owners  achieved  substantial
compliance with regulations and the number

2014 Annual Report of the Oil Fund Disbursement Board
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of new releases significantly decreased.
Vapor-related releases, with MBE as the
principal contaminant of concern, also
contributed to the current active project
population with groundwater impacts.

ODDCF cleanup expenses from 1990
through the present were fairly evenly
distributed among the Initial Response, Site
Investigation, Remedial, and Monitoring
phases as new projects were initiated and
existing projects closed. There are 620
active ODDCF-eligible projects with 10 new
projects reported in FY 2014. In future years,
the percentage of remedial costs will
increase as regulatory closure of active
projects is completed, and the discovery of
new releases requiring  investigation
diminishes for regulated AST and UST
facilities.

In comparison, the majority of work under the
FODCF was associated with releases from
residential fuel oil tanks, with 57% of
expenses for Initial Response. There are
139 active, FODCF-eligible projects with 111
new on-premise-use fuel oil tank releases
reported in FY 2014.

Activity under the MODCF is more limited
due to fewer reported releases. There are 12
active projects in the investigation,
remediation and monitoring phases. For the
GREE Fund, there are 63 active projects
also in the investigation, remediation and
monitoring phases, including 7 public water
supplies on increased monitoring due to
MtBE found during routine annual sampling.

Table 3 and Figure 1 in the Appendix,
respectively, provide cleanup  project

statistics and illustrate the historic distribution
of cleanup project costs for purposes of
comparison among the four funds. Table 4
in the Appendix provides a detailed list of in-
progress cleanup projects by community.

Financial Activity

Management Discussion of Income and
Expenses: Annual operating revenue to the
ODDCF, FODCF and MODCF is provided
through import fees on petroleum products
collected by the Department of Safety.
Annual operating revenue to the GREE Fund
is provided through transfers from the
ODDCF. Each fund has a balance “ceiling
and floor” established by statute, such that
import fee collections are suspended when
the ceiling is reached and collections resume
when the balance is paid-down to the floor.
However, with the possible exception of the
MODCF, current and future demand for
program funds will likely preclude reaching
the ceilings. Ensuring that sufficient funds
are available to support present and future
cleanup projects is a primary focus of
program planning.

Fund program financial operations follow the
State FY calendar of July 1st to June 30t
and the state biennium budget cycle.

The Board is pleased to report the majority of
program revenues are directed to achieving
established goals and objectives, while
(historic) overall program management and
administrative costs for the four-fund
program are 11.1% of total expenses. DES
supervisory, project management, facility
compliance and administrative staff are able
to work under all four funds on a program

2014 Annual Report of the Oil Fund Disbursement Board
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basis, through the wuse of a single
administrative expense account that is
supported by the four funds. This shared
approach provides more efficient use of day-
to-day staff-hour resources. Overtime and
compensatory time is also available to
provide additional staff-hours as needed to
meet peak workload demands, versus
maintaining sufficient full-time staff to cover
all potential workload demands. In FY 2014,
DES staff processed cleanup and release
prevention reimbursements and managed
cleanup work totaling $13,548,024.

Operating Revenues: ODDCF revenues
increased 2% from $11,569,347 in FY 2013
to $11,748,101 in FY 2014. A level or slowly
increasing motor fuel import trend would
reasonably be expected due to State
population growth being offset by increasing
vehicle fuel efficiency. Retail price

fluctuation of gasoline and diesel fuel may
influence imports in future years and the
impacts cannot be fully predicted. DES has
re-prioritized many cleanup projects to
optimize available revenues, and maintain a
minimum fund balance for contingencies.
The ODDCF balance decreased 41% from
$2,775,497 at the end of FY 2013 to
$1,628,178 at the end of FY 2014, due to
steady demand for cleanup project funding
and increased administrative expenses.

FODCF revenues increased 43% from
$2,029,136 in FY 2013 to $2,904,971 in FY
2014, primarily due to the 0.25¢ import fee
increase and persistent winter weather.
Historically, =~ FODCF  revenues  are
seasonally-dependent and fuel oil price-
sensitive. Since FY 2005, FODCF revenues
have generally declined with decreasing

imports due to changing weather patterns
and conversion to alternate heating fuels.
However, imports may be stronger in a given
year as occurred in FY 2014.  Since the
FODCF balance increased from $265,602 at
the end of FY 2013 to $1,617,401 at the end
of FY 2014, a FY 2015 operating budget
increase can be requested.

MODCF revenues decreased 11% from
$237,064 in FY 2013 to $211,275 in FY
2014. However, FY 2014 revenue is still
consistent with expected averages and is
sufficient to support program activities
provided no new large cleanup projects are
identified. The fund balance increased 8%
from $413,588 at the end of FY 2013 to
$448,673 at the end of FY 2014, due to a
decrease in cleanup project expenses.

Reported GREE Fund revenues decreased
25% from $1,785,633 in FY 2013 to
$1,332,824 in FY 2014. However, this was
due to a $441,036 transfer not being
completed in FY 2014 that will instead be
included with FY 2015.  Thus, actual
revenues were $1,773,860, a decrease of
0.7%. Investigation and remediation projects
are in progress for which the current fund
balance and annual revenues are allocated.
Total GREE Fund revenues cannot address
the entire problem of M{BE contamination
remaining statewide. The fund supports
specific cleanup projects, maintenance-level
services to investigate and monitor
contamination levels, and alternate water
where on-site water supply wells are
contaminated. The fund balance decreased
16% from $1,329,015 at the end of FY 2013
to $1,120,633 at the end of FY 2014.

2014 Annual Report of the Oil Fund Disbursement Board
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Program _Management & Administrative
Costs: Total program management and
administrative cost allocations rose from
$2,457,453 in FY 2013 to $2,587,341 in FY
2014, due to general increases in personnel
and operating expenses. However, as noted
previously, overall  historic  program
management and administrative costs are
11.1% of total expenses.  Administrative
cost allocation budgets for FY 2015 are
based on an assumption that all positions
remain filled, and applying conservative
estimates for operating expenses and inter-
agency transfers for program support costs.
In addition, the Board share of DES
contaminated site management costs and
related expenses is expected to increase in
FY 2015 due to level funding in federal
grants.

Cleanup Project Expenses: ODDCF cleanup
project expenses decreased 6% from
$11,899,414 in FY 2013 to $11,166,197 in FY
2014, but demand is expected to remain
steady due to remediation projects. Such
projects take time to complete all needed
preliminary  investigations, cost analysis,
planning, design, and bidding (if applicable.)
Thus, total cleanup project expenses may
increase or decrease from year-to-year. More
projects are expected to be completed in FY
2015. The steady average annual demand for
AST and UST cleanup funds is attributable to a
slow decline in the population of active projects
due to the high percentage with groundwater
impacts. Closing these projects requires
considerable investment in active remediation
or long-term  monitoring  with  natural
attenuation. The ODDCF $10,500,000 FY
2015 cleanup budget is lower than demand.

The 41% decrease in the fund balance from
$2,775,497 in FY 2013 to $1,628,178 in FY
2014, and projected FY 2015 and FY 2016
revenues, necessitates a FY 2016 budget
reduction to $9,500,000.

FODCF cleanup project expenses decreased
57% from $2,229,878 in FY 2013 to $966,949
in FY 2014, due to a reduction in the budget.
Some projects put on hold to stabilize the fund
balance in FY 2009 were completed, and the
number of new on-premise-use facility projects
remained steady at 111. The average annual
demand for on-premise-use facility funds is
expected to be steady and new AST projects
may also be identified. The large increase in
the fund balance and strong revenues, support
an increase in the FY 2015 cleanup project
budget to $1,650,000.

MODCF cleanup project expenses decreased

3% from $118,235 in FY 2013 to $114,355 in
FY 2014. No large projects have been
identified that will increase expenses above the
current $200,000 budget for FY 2015.

Finally, GREE Fund cleanup expenses,
including reimbursements and DES contractor
costs, decreased 31% from $1,634,508 in FY
2013 to $1,127,083 in FY 2014.

Release  Prevention Expenses: FODCF
Safetank expenses decreased 30% from
$246,235 in FY 2013 to $173,440 in FY 2014
due to a reduction in the budget. Average
annual demand of approximately $450,000 is
expected to continue for a number of years.
The increase in FY 2014 revenues and fund
balance allow a budget increase for FY 2015
and 2016. Fully funding this important program
will continue to offer benefits in future years
through reduced cleanup expenses.

2014 Annual Report of the Oil Fund Disbursement Board
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Total Available Funds: If total available
funds, i.e., new revenues plus fund balance,
are not sufficient, cleanup work may be
delayed or postponed indefinitely. Delay or
postponement increases the risk to public
health and the environment as contaminants
move further from the source property,
through soil and water media. It is also
important that reserve funds be available for
significant cleanup events. Projected flat
annual revenues necessitates that ODDCF
remediation projects are prioritized, and work
is limited to a certain number of projects
each year. Stabilization of FODCF annual

revenues provides funds for new work, and
allows cleanup project and Safetank work
delayed in prior years to be completed.

Tables 5 and 6, respectively, in the Appendix
summarize comparative FY 2013 & FY 2014
financial performance, and FY 2015 & FY
2016 projected revenues and expenses for
the four-fund program. Figure 2 in the
Appendix illustrates the distribution of FY
2014 revenues and expenses.

2014 Annual Report of the Qil Fund Disbursement Board
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