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INFORMATIONAL ITEM

Pursuant to RSA 146-D:5, Il, accept the 2022 annual report of the Qil Fund Disbursement Board
(Board).

EXPLANATION

The Board hereby submits its annual report on the status of the New Hampshire Petroleum
Reimbursement Fund Program for the State Fiscal Year that ended on June 30, 2022.

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 products. The Oil
Discharge and Disposal Cleanup Fund (ODDCF) operates as comprehensive excess insurance that
protects petroleum storage facility owner assets and ensures timely and cost-effective cleanup of
contamination. In addition to protecting public health and the environment, this assistance plays a
significant and important role in economic development.

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

Respectfully submitted,

Xﬁpﬁmﬂ/\J Vies,

o™ Thomas Frawley, Chair Chateman
Oil Fund Disbursement Boar

(Ug?

Robert R. Scott Commissioner
Department of Environmental Services
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ec: Honorable Chuck Morse, President of the NH Senate
Honorable Sherman Packard, Speaker of the NH House
Honorable Kevin Avard, Chair, NH Senate Energy & Natural Resources Committee
Honorable Norman Major, Chair, NH House Ways & Means Committee
Tammy L. Wright, Clerk of the Senate
Paul C. Smith, Clerk of the House
N.H. State Library




STATE OF NEW HAMPSHIRE

Petroleum Reimbursement Fund Program
RSA 146-D

2022
Annual
Report

C NEW HAMPSHIRE
DEPARTMENT OF

Environmental
Services

Oil Fund Disbursement Board

October 1, 2022




EXECUTIVE SUMMARY

Pursuant to RSA 146-D:5, this document presents the Annual Repart of the Qil Fund Disbursement
Board on the Oil Discharge and Disposal Cleanup Fund for the Fiscal Year (FY) ending June 30, 2022.
The report includes Fund program background and objectives, FY 2022 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:
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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, predominately methyl tertiary-butyl ether
(MtBE). Prior to 2016, the program included four separate dedicated funds authorized by state
statute for the cleanup of petroleum contamination: the Oil Discharge & Disposal Cleanup Fund
(ODDCF) authorized by RSA 146-D, the Fuel Qil Discharge Cleanup Fund authorized by RSA 146-E, the
Motor Oil Discharge Cleanup Fund authorized by RSA 146-F, and the Gasoline Remediation &
Elimination of Ethers Fund authorized by RSA 146-G. On July 1, 2016, these four funds were
consolidated into a single reimbursement fund established under RSA 146-D.

RSA 146-D was originally enacted into law in July 1988. The program serves New Hampshire citizens
by providing financial resources to protect public health, remedy environmental impacts, and avoid
financial hardship.

The ODDCF provides “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
for contamination cleanup. The ODDCF satisfies both the federal and state financial responsibility
requirement. To qualify for state fund coverage, facilities must be in compliance with all applicable
state and federal rules for operation and maintenance. Thus, the Fund program provides an incentive
to reduce the risk of releases. The fund provides 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, low-income homeowners may receive funds for repair or replacement of substandard on-
premise-use above ground fuel oil storage tank systems, to prevent releases and avoid cleanup
expenses. The funds for each qualified homeowner for FY2022 were $2,250, and on January 1, 2023,
that amount will increase to $3,300.

The ODDCF is also available to specifically address the problem of MtBE contamination in public and
private drinking water supply wells throughout the state. Although MtBE was banned as a gasoline
fuel additive effective January 1, 2007, it remains a 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
(NHDES), which performs program support services. The Board meets regularly to approve activity
reports, review policies and procedures, consider rule waiver requests, and hear appeals.

Reimbursements from the ODDCF are subject to N.H. Administrative Rules Chapter Odb 400 and
Board policies.
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Objectives & Activity

The Board and NHDES work cooperatively to ensure that the purpose and goals (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)
established by statute for the fund are met. NHDES 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, corrective action reports, and reimbursement requests. In a typical month,
NHDES staff will on average review and approve 90 work scopes/budgets, 450 corrective action
reports, and 180 reimbursement requests ranging from under $1,000 to over $400,000. Whenever
possible, innovative and performance-based strategies are emplbyed to improve cleanup results and
decrease the time to complete regulatory closure of a project.

The Board oversees financial management of the fund, 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, $347,120,553 has been disbursed from the fund 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 pragram cleanup cost assistance. In
addition, $6,354,659 has been disbursed to low-income homeowners for fuel oil release prevention.
See Tables 1 and 2 in the Appendix.

The fund provides benefits 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 where cleanup cost funding often facilitates or
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 the
Environmental Protection Agency (EPA), the consulting community, petroleum industry
representatives, and facility owners. New Hampshire has achieved nearly 100% regulatory
compliance in its efforts to remove or upgrade substandard und#rground storage tanks to prevent
releases. Therefore, the risk of financial impact to the ODDCF is greatly reduced as compared to when
the program began and the rate of releases was much greater. Our compliance standards place us at
the top tier nationally among the states.
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Completing regulatory closure of existing ODDCF cleanup projects depends on adequate revenues. In
addition, the Safetank Release Prevention Program, which also relies on adequate revenues, can
greatly reduce future cleanup expenses at on-premise-use heating oil facilities. Thus, the Board and
NHDES work to ensure continuous improvement in management of the fund and make
recommendations to the Governor and Legislature on addressing future revenue needs for this vital
program.

Legislation and Rulemaking

In June of 2022, HB 1168 was signed into law, increasing the Safetank reimbursement limit for low-
income homeowners from $2,250 to $3,300. This increase will go into effect in FY2023 on January 1,
2023 and will be reflected in the 2023 annual report.

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 preparation, remedial plan implementation, and groundwater monitoring.
Groundwater monitoring may also occur at projects if remediation is delayed. The nature of the
product released dictates the type of work needed to complete cleanup and achieve site closure. For
example, a gaspline release will typically spread further in the soil and groundwater than a fuel oil
release; therefore, a comprehensive site investigation is usually required prior to remedial plan
development and implementation. In contrast, contamination from a fuel oil release is frequently
limited to soil, and cleanup work typically occurs under the initial response phase. These projects
often move more quickly to regulatory closure without a comprehensive site investigation.

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. In FY 2022, there were 822 active ODDCF-eligible projects including 72
new projects reported during the fiscal year. Of the new projects, the majority were releases from
on-premise-use fuel oil storage tank systems, with 67 discovered in FY 2022. In future years, NHDES
anticipates the discovery of new releases requiring investigation will continue to diminish for
regulated AST and UST facilities, and the percentage of remedial costs per on-going project will
increase due to the complexity of those sites that remain open.

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 categories of
ODDCF projects, based on the type of petroleum released.
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Financial Activity

Management Discussion of Income and Expenses: Annual operalting revenue to the ODDCF is
provided through import fees on petroleum products collected by the Department of Safety. The
statute sets a “ceiling” and “floor” on the unobligated balance of the fund 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, current and future demand on the ODDCF will likely preclude
reaching the ceiling. Ensuring that sufficient funds are available qo support present and future
cleanup projects is a primary focus of program planning.

Fund program financial operations follow the State Fiscal Year (FY) calendar of July 1 to June 30, 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, with overall program management and adr%inistrative costs for the ODDCF
averaging approximately 13% of total expenses. NHDES supervisory, project management, facility
compliance, and administrative staff are able to work under the fund on a program basis, through the
use of a single administrative expense account that is supported by the fund. 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. NHDES staff processed cleanup and release prevention claims, reimbursed for contracted
cleanup costs, and managed cleanup work totaling $10,088,688 in FY 2022.

Operating Revenues: ODDCF revenues increased 16.1% from $13,317,466 in FY 2021 to $15,464,445
in FY 2022. This increase in revenues reflects a return to pre-COVID-19 pandemic levels as an
increase in motor fuel imports has occurred due to greater vehicle miles traveled. In the long run, a
level motor fuel import trend would reasonably be expected due to increases in vehicle miles
traveled in the state being offset by increasing fuel efficiency. Retail price fluctuation of gasoline and
diesel fuel may also influence imports in future years, but the impacts cannot be fully predicted.
Revenues from fuel oil imports have generally declined with decreasing imports due to changing
weather patterns and conversion to alternate heating fuels, such as natural gas, propane, or wood.

Fund Balance: The ODDCF balance increased 32.4% from $7,734,837 at the end of FY 2021 to
$10,242,357 at the end of FY 2022. The increase in the balance was a result of several factors
including continued delayed remediation as a result of the COVID-19 pandemic and the increase of
revenue due to the increase in motor fuel import fees in FY 2022.

Program Management & Administrative Costs: Total program management and administrative cost
allocations were virtually unchanged between FY 2021 ($2,880,955) and FY 2022 (52,868,237). As
noted previously, program management and administrative costs are historically approximately 13%
of total expenses. Administrative cost allocation budgets for FY 2022 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.
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Cleanup Project Expenses: ODDCF cleanup project reimbursements including contracted cleanup
costs decreased 40.8% from $16,189,979 in FY 2021 to $9,584,925 in FY 2022. The decrease is related
to fewer unplanned remedial projects (i.e. projects resulting from redevelopment activities), such as
those that occurred in FY2021 and continued delayed remediation as a result of the COVID-19 pandemic.
Demand is expected to remain steady at the current number of remediation projects. Such projects
take several months to several years to complete the required pre-remedial investigations, cost
analysis, remedial planning and design, and bidding for a remedial project (if applicable). Thus, total
cleanup project expenses may increase or decrease from year to year. The steady average annual
demand for cleanup funds is attributable to a relatively slow decline in the number of active projects
due to the high percentage with continuing groundwater impacts. Closing these projects requires
considerable investment in active remediation or long-term monitoring of natural attenuation. In
addition, the average annual demand resulting from on-premise-use facility projects is expected to be
steady as new projects come to light when old heating oil tanks are removed. The proposed
reimbursed cleanup budget for FY2023 is $11,900,000 and FY2024 is $12,000,000.

Release Prevention Expenses: Between FY 2021 and FY 2022, Safetank reimbursements increased
2.2%, from $416,825 to $426,184, which is a result of the Board’s ongoing efforts to direct more
funds toward prevention of fuel oil releases. Average annual demand is expected to increase to
$660,000 as a result of the increased reimbursement amount from $2,250 to $3,300 (RSA 146-D:6,
1), which will be effective January 1, 2023. Fully funding this im‘portant program will continue to
offer benefits in future years through reduced cleanup expenses.

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 to respond to increases in
petroleum releases that can occur following events like floods or ice storms. The total available funds
provide NHDES with flexibility to address these unforeseen events and allow cleanup projects and
Safetank work to continue. As previously noted, the available fund balance at the end of FY 2022 is
$10,242,357. 1

Tables 4 and 5, respectively, in the Appendix summarize comparative FY 2021 and FY 2022 financial
performance, and FY 2023 and FY 2024 projected revenues and expenses for the program.

2022 Annual Report of the Oil Fund Disbursement Board

Page 5 of 6




Appendix

2022 Annual Report of the Qil Fund Disbursement Board
Page 6 of 6




Oil Fund Disbursement Board FY 2022 Annual Report

Table 1 - Historic Financial Performance

Oil Discharge &

Category Disposal Cleanup Fund
(RSA 146-D)
Year Statute Effective 1988 ¥
Revenues & Start-up Funds $423,514,200

Program Management &

Administrative Costs (554,450,197)

Loan Expenses ¥ ($2,400,000)

Program Management &
Administrative Costs - % of 13.3%
Total Expense

Reimbursed Cleanup

($347,120,553)

Expenses
Release Prevention
(SafeTank) Expenses &

8,151,093
Research/Contracted (> )
Cleanup Expenses
Transfers ($1,150,000)
Balance $10,242,357

NOTES:
(1) Original cleanup fund established in 1988. Additional funds were

established in 1993 (RSA 146-E), 1995 (RSA 146-F), and 2001 (RSA 146-G). In
20186, all funds were consolidated under RSA 146-D.

{2) Loan expenses result from repayment of program start-up funds and other
inter-fund loans (included in revenues).
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Oil Fund Disbursement Board FY 2022 c

Annual Report

AR Y,
e L]
Environmental

Table 4
2021/2022 Comparative Financial Performance
Fiscal Year 2021 [r 2022
Beginning Balance $13,905,070 | $7,734,837
Revenues (1) $13,317,466 $15,464,445

Program Management &

Administrative Costs (2) (52,880,955) (52,868,237)

Reimbursed Cleanup

Expenses (3) (516,064,788) | ($9,584,925)

Contracted Cleanup

Expenses (4) ($125,131) ($77,579)
Release Prevention

Expenses [SafeTank](5) ($416,825) ($426,184)
Ending Balance $7,734,837 $10,242,357

NOTES:

(1) Total revenues include import fees, interest and inter-fund transfers.

(2) Program management and administrative costs include: DES project
management, fund administration and facility compliance services, Dept. of
Safety import fee collection activities, and Dept. of Justice legal services.

(3) Cleanup expenses are for reimbursement of costs incurred by eligible
parties.

(4) Contracted cleanups are for locations where the MtBE contamination
source is unknown. At such locations NHDES may provide temporary water
supplies and perform investigations and other work to address the
contamination.

(5) Release prevention expenses are for reimbursement of up to $2,250 for
low-income homeowners to replace substandard heating oil stroage tanks.
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Oil Fund Disbursement Board FY 2022

Annual Report
Table 5

FY 2023 & FY 2024 Projected

—" REW HAMPSHIED

a DEPARTIMENT (%
Environmental
Services

Oil Discharge & Disposal Cleanup

Category Account
(RSA 146-D)

- === iq
Fiscal Year 2023 2024
Beginning Balance $10,242,357  $9,735,357
Revenues $16,000,000 $16,000,000
Program
Management &

3,800,000 3,800,000
Administrative (3 ) (> )
Costs
pefmptrsed ($11,900,000) | ($12,000,000)
Cleanup Expenses
Contracted Cleanup ($257,000) ($200,000)
Expenses
Release Prevention ($550,000) ($660,000)
Ending Balance $9,735,357 $9,075,357
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