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Mr. Chairman, members of the committee: _ Bt MO v f £

I am Sandi Olsen, Administrator of Remediation Division in the Department of Environmental
Quality. The department requested SB143 and its amendments as a means of addressing its
concerns about the fund balance of two of the state special revenue accounts it uses that are funded
by a percentage of the resource indemnity trust (RIT) interest remaining after directly funded
activities have received RIT allocations. The fund balance for these accounts continues to decline.
This bill provides backstop funding for the Hazardous Waste CERCLA (HWC) account and the
environmental quality protection fund (EQPF) account from the orphan share account.

This chart from the budget book shows the cash flow of RIT interest. The supporting table shows
that the LFA anticipates shortfalls of $233,509 and $79,695 over the biennium in the HWC and
EQPF accounts, respectively. The orphan share account is a third state special revenue account
funded by the resource indemnity and groundwater assessment tax {(RIGWA). The department used
this account in FY2004-2005 to provide backstop funding for Hazardous Waste CERCLA, pursuant
to SB103. In 2004 the department used $200,000 of this loan authority. The department expects to
use the remainder of the authority this fiscal year. The orphan share account balance, remains
adequate to again provide a safety net for the 2006-2007 bienniumni.

Under SB103, we also built provisions into the statutes to ensure that when HWC and EQPF
accounts have a positive fund balance, the orphan share is reimbursed. This is codified at Sections
75-10-621 (6) and 704(9) of the codes.

The Hazardous Waste CERCLA Account is used to match several federal environmental grants
including a federal superfund grant, underground storage tank grants, the hazardous waste grant,
and the public water supply grant. The grant match required ranges from 10 to 25 percent,
depending on grant type. These grants are used to provide funding for permitting, enforcement, and
remediation activities in the various programs. The department utilizes approximately $1.6 million
in Hazardous Waste CERCLA funds to match a total of about $8.9 million federal dollars.
Previously this fund also provided 10 percent match for the leaking underground storage tank grant.
This biennium the department has proposed an alternative match-funding source for this grant to
reduce the drain on HWC. However, even with this shift a negative $233,509 fund balance is
‘projected. These alternative sources do exist for the other grants.

The EQPF Account is used to fund Montana’s superfund program, which ensures remediation of
contaminated properties which do not qualify for the national priority list and federal superfund, but
which pose a potentially significant risk to human heath and the environment. Fiscal projections
indicate the ending fund balance on the account will be negative $79,695 at the end of the biennium.
Even this negative ending fund balance is dependent on successful cost recovery. Like the
Hazardous Waste CERCLA Account, the shortfall in this account is due in part to the decreased
interest earnings magnified by the method of fund distribution.



The loan proposed from orphan share would offset these shortfalls.

The orphian shafé Account is used to fund the percent of remediation activities at a contaminated site
which are attriblatable to bankrupt or otherwise insolvent entities. The fund balance builds up in this
account because the funds are typically paid out at the completion of a cleanup project, which may
take several years. These funds have been used on sites with a high percentage of orphan share (an
average 48 percent) where the applicant can fund remedial activities upfront and work through a
reimbursement process. Although the department has submitted a budget for significant _
expenditures of orphan share in the current biennium, it is unlikely it will all be spent before the end
of the biennium. Only, about $1,750,000 of this biennium’s budget will be spent, unless the '
potentially liable parties undertaking cleanup file for early reimbursement under the hardship clause
of CALA (Controlled Allocation of Liability Act. Thus, up to $600,000 could be used to backfill
Hazardous Waste CERCLA and EQPF during the 2006-2007 biennium, without a negative impact
on the orphan share.

Remaining funds and future income to the Orphan Share account would be used to reimburse the
orphan share of remediation at the S&W Sawmill in Darby and a petition has been received from
the City of Bozeman to use funds for remediation of the orphan share of an asbestos cleanup at the
site of new Bozeman Library. Sufficient funding would remain in the account to reimburse S&W
and Bozeman when their respective cleanups are completed. A payout on Bozeman is expected
during this biennium and an S&W payout is likely in the next biennium.

Should a loan be provided to HWC and EQPF during the biennium, existing law provides for
reimbursement of the orphan share account by the appropriate fund whenever at fiscal year end, the
balance in the Hazardous Waste CERCLA account or the EQPF account, respectively, exceeds the
appropriation for the coming year.

Under this bill the department would also use $2,000,000 from the orphan share fund, if it is not
available from the general fund, to complete a two-year investigation of contamination and cleanup
methods appropriate to the former Reliance Refinery facility and adjoining facilities in Kalispell.
There is an existing liability to the state for cleanup of this state-owned and adjacent facilities.
Amendments to this bill would specify that the department would not recover this $2,000,000 from
other liable parties but would consider it a part of the state’s obligation at these facilities. Many of
the other potentially liable parties at this site are defunct. The department proposes that the state
take a Ieadershlp role at thls site and When a cleanup methodology is selected, the department would

dTEb#&es—a-t-t-he—e#ﬁH#aeﬂ-rt-}L The funds expended would offset future state habllltlem-
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This bill needs to be coordinated with HB2.

In summary, this bill will ensure certain funds don’t go negative and provide contingency funding
to ensure progress towards cleanup at the former reliance refinery facility. The department
respectfully requests your support.



