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NORTH CAROLINA GENERAL ASSEMBLY
STATE LEGISLATIVE BUILDING
RALEIGH 27603

MEM DUM
TO: Members of the Senate Appropriations Subcommittee on NER
FROM:  Senator Bob*Martin, Chairman
RE: NER Meetings
DATE:  October 13, 1997
JOINT APPROPRIATIONS SUBCOMMITTEE ON
NATURAL AND ECONOMIC RESOURCES
MEETING
DATE: Tuesday, October 21, 1997 10:00 a.m. Room 643 (we will meet

with the full Joint Appropriations)

Room 423 (immediately after Joint
Appropriations)

Wednesday, October 22, 1997  8:45 a.m. Depart Legislative Office
Building for Tour (see enclosure)

Thursday, October 23, 1997 9:00 a.m.

LOCATION: Room 423 LOB

If you have any questions, please contact one of our staff members:

Beth Christensen, Fiscal Research 733-4910
Jennifer Herrera, Fiscal Research 733-4910
Mona Moon, Fiscal Research 733-4910
Mark Trogdon, Fiscal Research 733-4910
Carolyn Gooden, Senate Clerk 715-3040
Susan West, House Clerk 733-5959
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NORTH CAROLINA GENERAL ASSEMBLY
STATE LEGISLATIVE BUILDING
RALEIGH 27603

October 13, 1997

EMO DU

TO: Members of the Senate Appropriations Subcommittee on
Natural and Economic Resources

FROM: Senator BobMartin

SUBJECT: October Meeting Itinerary

I have enclosed a copy of the proposed agenda for the meetings next week for
your review. Please note that we will be touring facilities at North Carolina State
University as well as attending the North Carolina State Fair on Wednesday so plan to
dress casual.

I’'m looking forward to seeing you next week. If you have any questions, please

give me or Carolyn a call at 715-3040.

Enclosures

&S
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NER Appropriations Subcommittee
Tuesday, October 21, 1997
10:00 a.m. - 4:00 p.m.

A meeting of the Joint Full Appropriations Committee will be held in room 643 at 10:00.
Immediately following, the NER Subcommittee will meet in room 423

1. Department of Environment and Natural Resources
e Explanation of Employee Time Sheets

Lois Artis-Murray
Assistant Secretary for Administration

2. Department of Environment and Natural Resources
e Overview of Animal Waste Permitting Process

Sherri Evans-Stanton
Assistant Secretary for Natural Resources

Dewey Botts
Division of Soil and Water Conservation

Dennis Ramsey
Division of Water Quality

LUNCH ON YOUR OWN

3. Department of Environment and Natural Resources
e Overview of Underground Storage Tank (UST) program

Arthur Mouberry
Division of Water Quality

4. Department of Justice
e Overview of Ownership Issues of Low-Pressure Pipe Systems in Wake
County and Status of Legal Action :

Karen Long
Office of the Attorney General

5. Department of Environment and Natural Resources
e Report on Possible Groundwater and Surface Water Contamination from
Failing or Malfunctioning Low-Pressure Pipe Systems

Linda Sewall
Division of Environmental Health

6. Committee discussion and adjourn



NER Appropriations Subcommittee
Tuesday, October 21, 1997
10:00 a.m. - 4:00 p.m.

. Meeting of Full Appropriations Committee in 643
. NER Subcommittee begins meeting in 423

. Department of Environment and Natural Resources
¢ Divisions of Water Quality and Soil and Water Conservation - Overview of
animal waste permitting process

. LUNCH ON YOUR OWN

. Department of Environment and Natural Resources
¢ Division of Water Quality - Overview of Underground Storage Tank (UST)
program '

. Department of Justice - Attorney General’s Office and Department of
Environment and Natural Resources
¢ Follow-up discussion of ownership issue regarding Low-Pressure Pipe (LPP)
systems and possible groundwater contamination due to LPP systems

. Committee discussion and adjourn



Joint Appropriations Subcommittee
On
Natural and Economic Resources

Tuesday, October 21, 1997 at 11:00 a.m.

MINUTES

The Joint Appropriations Subcommittee on Natural and Economic Resources met on
Tuesday, October 21, at 11:00 a.m. in Room 423 of the Legislative Office Building. Five
Senate members attended the meeting, including the Chair, Senator R.L. “Bob” Martin,
who presided. Representatives Mitchell, Baker, Carpenter, Fox, Hall, Owens, Tolson,
Allen and Weatherly were present.

Senator Martin called the meeting to order. Chairman Martin welcomed the members
back to Raleigh. He remarked that the Committee was entering a new phrase by meeting
in the interim. Representative Baker also welcomed the House members, especially
Representative Gene Wilson. Representative Wilson, who is on the Capital
Subcommittee, has been assigned to the interim Committee of the NER. Representative
Mitchell recognized Representative Gordon Allen, a new House member, to the
committee. Representative Allen replaced Representative Mike Wilkins who is now with
the Department of Commerce. Representative Mitchell then asked the members to
introduce themselves. Senator Austin Allran introduced himself by saying he had been
assigned to this committee during the interim.

Senator Martin recognized Ms. Lois Artis-Murray, Assistant Secretary for
Administration, with the Department of Environment and Natural Resources. Ms. Artis-
Murray explained how the Department records the actual number of hours and minutes
worked, or leave taken daily (see Attachment A). She stated that an employee’s
immediate supervisor has the primary responsibility for ensuring that the individual is
working at her/his assigned location(s) for the appropriate number of hours and is
accomplishing the assigned tasks. At the end of the month, the employee submits a time
sheet to their supervisor (see Attachments B, C, and D). She said employees are required
daily to report the hours worked on the time sheet.

Ms. Sherri Evans-Stanton, Assistant Secretary for Natural Resources, with the
Department of Environment and Natural Resources gave an overview of Animal Waste
Permitting Process. She reported that the pilot programs are in Jones and Columbus



Counties. They have been selected based on resources location and existing staff. The
plan is that effective November 1, 1997 as required in the legislation, will begin planning
and implementing the program. The inspections by soil and water will start January 1,
1998 and they will be doing the inspections in consultation with DWQ. The Department
plans to continually monitor the progress on the inspection program under the pilot
program and will make adjustments as necessary. She said the law requires that the
Department report back by April 15, 1998 as an interim report and a final report by
December 1, 1998. Representative Mitchell asked if the people in Jones and Columbus
Counties can be assured that there will be no lack on inspections for the hog farms? Ms.
Evans-Stanton replied that the goal of the Department is to protect water quality and they
are going to carry forward that goal whether that means that DWQ must come in and do
more inspections or if soil and water is doing them in the pilot program as the
Department determines them to be satisfactory. Representative Mitchell asked if there is
duplication in inspection from soil and water and DWQ? Representative Mitchell asked
where the DWQ inspectors are based? She said they are based in regional offices and soil
and water people are located in every county. She said that the soil and water people are
located in the area of the hog farms.

Mr. Dewey Botts, Division of Soil and Water Conservation, gave a brief explanation of
.0200 This is Attachment E of these minutes. He referred to page 3 of the handout and
stated that there are 3,035 registered animal operations across the state that need to come
into compliance. He said that 1900 of these are certified. He reported that by the end of
this year, they expect that all operations will be in compliance with the exception of 90 to
100 operations that have legitimate excuses. There are about 50 operations that cannot
get help by the end of the year and about 6 to which they cannot get financial help.
Representative Mitchell said that many dairymen will not be in compliance by January 1,
1997 and some of them have been threatened with fines. He asked if any special permits
for these people had been issued at this point. Mr. Botts said they would be issued at the
end of the year. Representative asked how many dairymen have gone out of business in
North Carolina because they did not meet .0200 regulations? Mr. Botts said that
probably half of the dairymen in the state have gone out of business. He said not just
regulations caused this, but prices caused some of this. Ms. Paula Gupton, Farm Bureau,
said she would provide the Committee with the number of dairymen who have gone out
of business. Representative Weatherly asked how many hog farms have gone out of
business? Mr. Roger Bone, representing the hog farmers, said over 2,000. He said
regulations have driven the “little man” out of business.

Mr. Dennis Ramsey, Division of Water Quality, addressed the Committee on Animal
Waste Management Systems Permits issued from January 1 through October 21, 1997.
(See Attachments E and F) He referred the Committee to Page 4 of Attachment E where
his part of the program began. He said this was a brief summary of where the
Department is with the permitting process with general permits. He also spoke on the
Operations Review and the annual Inspections to be conducted by the Division of Water
Quality as required by Senate Bill 1217.



The next item on the agenda was an Overview of Underground Storage Tank (UST)
program, which was given by Mr. Arthur Mouberry, Division of Water Quality. Mr.
Mouberry gave a summary on the status of the leaking petroleum UST program. This is
Attachment G of these minutes. He said that there were two bills that had been passed
that had an impact on this program. Senate Bill 1012 which passed in 1995 and Senate
Bill 1317 passed in 1996. During Mr. Mouberry review, he referenced several handouts.
These are Attachments H, I, J, and K of these minutes. Representative Hall asked what
the liability would be if you buy property with an underground leak? Mr. Mouberry
responded that if you buy property with knowledge then you buy into the liability with
that site. However, if he bought the site without knowledge, you would be considered an
innocent buyer.

Ms. Karen Long, Department of Justice, was recognized to give a brief overview of
ownership issues of the Low-Pressure Pipe (LPP) waste water systems in Wake County
and the status of legal action. The Harrco Cooperation that ran LPP systems for public
waste walked away from their obligation in January 1997. Senator Martin wanted to
know what would constitute a claim against the state from the homeowners? She said
that you would file a claim against the state when you allege that there has been a wrong
doing or action by a state agency. Representative Mitchell said the House took up a bill
to give an appropriation to these people in the developments in North Raleigh, but the bill
was defeated. However, the question came up as to who owns the pipe. Representative
Fox asked what is the solution. Ms. Long said the solution is for these developments to
connect to municipal sewage systems. The largest question is who is responsible for the
cost of the connection.

Ms. Linda Sewall, Division of Environmental Health, reported on possible groundwater
and surface water contamination from failing or malfunctioning Low-Pressure Pipe
Systems. This is Attachment L of these minutes. Representative Fox asked if the state is
still permitting the LPP systems. Ms. Sewall said at this time, yes.

The meeting adjourned at 3:30 p.m.

Caalitt ol bt

CarolynM Go en, Committee Clerk Senator R.L. Martin, Chairman
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NORTH CAROLINA DEPARTMENT OF
ENVIRONMENT AND NATURAL RESOURCES

October 20, 1997

MEMORANDUM

TO: NER Subcommittee on Appropriations

/7
FROM: R. Lois Artis-Murray W \

SUBJECT: Presentation - Emplojree Accountability

DENR has 3,400 employees located across the state of North Carolina. The
department maintains the traditional hierarchical reporting structure. An employee’s
immediate supervisor has the primary responsibility for ensuring that the individual
is working at her/his assigned location(s) for the appropriate number of hours and is
accomplishing the assigned tasks. This is done through the most appropriate method
for the work situation and includes direct observation, employee itineraries,
performance management, teleconferencing and feedback from clients, et cetera. -

Time accounting

Employees record the actual number of hours and minutes worked, or leave taken
daily. If an employee’s work is supported by federal funds, the time worked on each
grant is recorded. At the end of the month, the employee completes the time sheet by
entering the total time worked and leave taken, then updates year-to-date balances.

At the end of a pay period the employee must sign the time sheet to certify thatitisa
“true and accurate statement of hours worked and leave taken.”

Each month, the supervisor reviews the time sheets of direct reports, verifies
accuracy and signs if there is no discrepancy. The supervisor then forwards the time

sheets to the designated division personnel.

Each division forwards its time sheets to the Payroll Section in the DENR
Controller’s Office where all calculations are verified and the monthly totals are

entered into the Department’s time keeping system.

P.0. BoX 27687, RALEIGH NC 27611-7687 / 512 NORTH SALISBURY STREET, RALEIGH NC 27604
PHONE 919-715-4101 FAX 919-715-3060 WWW.EHNR.STATE.NC.US/EHNR/

AN EQUAL OPF;ORTUNITY / AFFIRMATIVE ACTION EMPLOYER - S50% RECYCLED/10% POST-CONSUMER PAPER



Performance management

It is the responsibility of each supervisor to manage each employee’s work and to
establish ongoing communication to ensure that work is accomplished as planned.
DENR has adopted “Managing Quality Performance,” a procedure for work
planning and performance appraisals. According to this process each employee
should have a work plan established within 30 days of the beginning of his or her
work cycle. A work plan provides a specific course of action outlining the
significant responsibilities and duties of an employee’s job. Duties and
responsibilities may evolve from previous work plans, the job description, and
interviews with the employee. Each work plan should include a measure of the
ongoing aspects of each job, any special projects, goals, and developmental
opportunities. '

The employee and the supervisor should meet at the beginning of the work cycle to
discuss and agree upon the desired outcomes and the behavioral expectations. An
interim review should be conducted approximately six months into the cycle to
assess progress and identify any modifications needed. A final review should be
conducted at the end of the work cycle and summary ratings prepared.

DENR has made its policies and procedures available to departmental personnel via
the HOMEPAGE. In addition the Department is currently implementing an
automated time accounting system to simplify the time reporting process. Training
and support are provided to new supervisors on the appropriate administration of the
performance management process and time accounting. In the end, it is the
responsibility of management to communicate the Department’s mission, vision and
goals to staff and to insure that the work of employees furthers the goals and
objectives of the DENR.

Attachments
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- ‘ ATTACHMENT 'D'

: " CHAPTER Iil - PERSONNEL , J
SECTION 14 - MANAGING QUALITY PERFORMANCE SYSTEM

.100 PURPOSE

The purpose of this policy is to establish the procedure for implementing and managing
the performance management process for the Department of Environment, Health and
Natural Resources (DEHNR).

200 BACKGROUND

The State Personnel Commission has directed each state agency to initiate and
maintain an operative performance management system consistent with the goals
approved by the Office of State Personnel. This system recognizes the importance of
managing each individual's work and of having continuous communication between
employees and their supervisors.

‘ .300 POLICY

DEHNR accepts and endorses the commitment of North Carolina State Government to
the performance management system, and has instituted the Managing Quality
Performance system in this agency. The following policy and procedures were '
developed within the context of principles adopted by the State Personnel Commission.

The Managing Quality Performance system will be used for, but not limited to the
following:

1. Clarifying the relationship between the employee's position accountabilities
and the purpose and goals of the work unit and the department;

2. Measuring all employee's performance by comparing the actual results to Key
Results/ Responsibilities (KRR's);

. Documenting the actual results of an employee's performance since the last
appraisal; '

. Identifying for reward, employees who exceed expectations;

Motivating employees to achieve outstanding performance;

. Making fair and equitable personnel management decisions;

. Enhancing communication between the employees and the supervisor as well
as between the supervisor and the manager; and

. Establishing, monitoring progress, and meeting organizational goals.

~NOOhs W

o0

Effective: 8/96



400 PROCEDURE

The Managing Quality Performance Process
All divisions within DEHNR will use a standard Managing Quality Performance system
form. The work cycle will begin July 1 and end June 30. Division Directors may
request work cycles that are most suitable for their divisions. These written requests
should be submitted for approval to the DEHNR Personnel Director. All DEHNR
performance increases will be awarded concurrently. Performance and Behavioral
Expectations will be documented on the work plan form at the "Good " level; however,
the levels of "Outstanding," "Very Good," "Below Good" and "Unsatisfactory” shall be
communicated to the employee.

It is the supervisor's responsibility to explain the Managing Quality Performance
process to the employee so that the employee understands the importance of his/her
role in the organization. At the beginning of the work cycle, each employee shall

- discuss his/her work plan with KRR's,-Performance and.Behavioral expectations with
their supervisor. The supervisor will also inform the employee in writing of the agency's
rating scale that the employee is being evaluated against.

The work plan and performance appraisal summary for each employee will be
maintained in the Divisions's Personnel office for three (3) years. Each employee shall
be notified by his/her supervisor where his/her work plan is kept. (See State Personnel
Manual, Section Il on Confidentiality of Records.) After three cycled , summaries shall
be disposed of in a confidential manner according to G.S. 122.5 (b) (c).

Developing a Work Plan

Each employee shall have a work plan established within thirty (30) days of the
beginning of each work cycle. A work plan maps out a specific course of action

outlining the significant responsibilities and duties of an employee's job. These duties
and responsibilities are taken from the position description , previous work plans and
interviews with the employee. Each employees work plan should include a measure of
the ongoing aspects of each job, any special projects and goals and development
opportunities.

Performance and Behavioral Expectations
The supervisor is responsible for assuring that expectations for all jobs within his/her
purview are consistent and equitable. The supervisor's manager must see that the
expectations for similar jobs across all units reporting to him/her are consistent and
equitable. At the beginning of each work cycle, the supervisor and employee shall
meet to determine performance and behavioral expectations for their KRR's and
Dimensions. Expectations are the objective measures and criteria which state
specifically how performance is measured throughout the cycle and what the product or I

2



result should be. They also serve as the basis of the discussion during the interim and
final appraisal sessions. Indicators used in clarifying aspects of performance being
measured are descriptions of quality, quantity, timeliness, manner of performance, cost
effectiveness and adherence to procedures. Performance and Behavioral expectations
shall be documented on the work plan at the "Good" level. Levels of performance
above and below the "Good" level shall be discussed between the supervisor and
employee and the discussion should be documented. The supervisor must involve the
employee in the process but retains authority, with the consent of the manager, for
determining and approving expectations. Performance and Behavioral expectations
must be established and updated at least annually.

After completing the expectations, the supervisor and employee shall indicate what
methods of collection of performance information will be used to evaluate the
employee's performance throughout the work cycle and to document on the work plan.
This data is necessary to compare and evaluate actual performance against
expectations. Methods of collection include direct observation, written material,
third-party reports and individual self-report. :

Standards are the expectations written at each level of the approved rating scale.
Standards are preferable for groups of positions which have the same responsibilities
and duties so that all employees are appraised in a consistent manner. Standards for
classifications where five or more employees have the same or similar responsibilities
should be developed through group process job analysis. Supervisors of positions
where two, three, or four employees perform the same or similar work should develop
standards to ensure that these employees are being evaluated by the same criteria.
When standards are in place, they should be reviewed annually. During the
development of the work plan, managers should discuss with the employee the priority
of KRR's and Dimensions to indicate the relative importance of one KRR/Dimension as
it compares to the others as well as the overall job.

Dimensions - the skills, abilities and behaviors necessary to perform a job are an
integral part of job performance. All the agreed upon Dimensions , such as
performance stability customer service or teamwork shall be discussed with that
employee during the development of the work plan. The supervisor will clearly
communicate what is considered acceptable and unacceptable performance and/or
behaviors in the position and how poor performance will impact the overall rating.
Unacceptable work habits or misconduct should be addressed through the disciplinary
action process.

Development Plan
A development plan is to be used as appropriate to document each employee's needs,
interests, and activities to enhance the work being done. The development plan
provides a course of action to be taken to improve or enhance the employee's




performance or to document any growth opportunity in which the employee is
participating. Development activities must be planned when the work plan is
established and updated during the cycle as needed.

Growth opportunities to enhance employees' performance in the current job and
encourage them to meet their fullest potential should be offered to each employee.
Employees may elect not to participate in this type of development, but should be
encouraged because of the benefits to the organization as well as the employee. if no
growth opportunities can be defined, this shall be documented on the development
plan.

In addition, a development plan will be used if an employee has not met expectations .
on a key result/responsibility as documented on the last performance review. The plan
shall specify the steps an employee will take to gain the knowledge or skills needed to
perform certain tasks and clearly indicate the steps the supervisor will take to assist the
employee in achieving the needed knowledge and/or skills. A development .plan can
be created at any time during a cycle if an employee is not performing at the good level
on a Key Result/Responsibility.

Holding the Interim Review

Each supervisor shall meet with each employee at least one time at the approximate

- midpoint of the work cycle, for an interim review of performance. Additional interim
reviews may be initiated by either employee or supervisor. The purpose of this meeting
is to discuss the employee's progress toward each of the established expectations and
initiate action toward improvement, if needed, or to document exceptional achievement.
The supervisor should document the reasons why specific expectations could not be
met, the plan established to overcome deficiencies, and the date the interim review
occurs. If an employee's performance is not progressing as expected at the mid-cycle
review, the supervisor shall meet with that employee at least once more before the final
appraisal. Overall interim ratings should be discussed but need not be recorded on
the work plan. Expectations which cannot be met as recorded shouid be eliminated
from the work plan or rewritten if they reflect changes in priorities or obstacles beyond
the employee's control. The employee and the supervisor should sign and date the
work plan at the time of the interim review:

To be most effective, supervisors and managers need to model desired behaviors and
coach to provide feedback on employee performance throughout the process.
Feedback is a two-way process allowing vital information to flow back and forth
between the supervisor and employee. Employees and supervisors are encouraged to
provide information and documentation, such as samples of work, work products, notes
on observations, and feedback, in support of established performance activities or
responsibilities. It is the employee's responsibility to keep the supervisor informed as




changes occur so that expectations can be met as planned or the expectation adjusted
based upon circumstances beyond the employee's control.

Conducting the Performance Appraisal

At the end of the work cycle, the supervisor shall meet with each employee to review
the employee's actual performance as it compares to established expectations. An
appraisal is also required for these situations: '

1. When an employee transfers (lateral, demotion, promotion) within state
government, an overall performance review shall be completed and
documented prior to the transfer. The completed work plan and a completed
Performance Appraisal Transfer Form shall be forwarded to the Division of
Personnel;

2. Prior to a supervisory change, the supervisor must communicate performance
information for each employee to ensure consistency in the transition. The
supervisor may choose to complete and document an overall performance
review for all employees affected by the change or to communicate with
management to discuss each employee's performance; and,

3. When an employee separates from state government, the work plan should be
marked accordingly and sent to the Department Personnel Office. A Division
may require completion and documentation of an overall performance review
prior to separation. ‘

At the final appraisal session, the supervisor and employee shall discuss how well the

- work was performed,-identify good performance and performance which needs
_improvement using documentation of performance, samples of work, work products,

notes on observations and feedback as justification. The supervisor shall determine,
communicate and explain the rating for each expectation to the employee. A summary
rating will be calculated in compliance with the guidelines furnished by OSP.

Overall performance will be evaluated so that each employee is told how he/she
performed his/her job throughout the work cycle and an overall rating given which
coincides with one of the levels of the approved rating scale. Thorough documentation
by the supervisor supporting the overall rating should be included. Employees shall
have the opportunity to comment on their evaluation. The performance appraisal
summary shall be signed and dated by the employee, supervisor, and the supervisor's
manager. An employee's signature does not imply agreement with the overall
performance review but indicates that the ratings have been discussed with the
employee. If an employee chooses not to sign the summary, the supervisor shall



document, with the next line supervisor as witness, that the appraisal has been
completely discussed with the employee. The employee must receive a copy of his/her
completed final appraisal.

Prior to the final appraisal session, the supervisor and the supervisor's manager shall
reach general agreement on the performance ratings for each employee. Any
alteration in the final document shall be initialed and dated by the employee;
supervisor, and supervisor's manager.

Performance Salary Increases

Education/ Training Program

The Department of EHNR recognizes the need for comprehensive training to implement
a fair and consistent Performance Management System. All employees may participate
in a Performance Management System Training Session. Orientation for new
employees will include a segment on Performance Management. Supervisors and
managers will participate in Performance Management System skills training. New
supervisors and managers who need to familiarize themselves with DEHNR'S
performance management system must register for training within the first year of
assuming their management duties. The new supervisor's manager will work closely
with the new supervisor communicating departmental policy and procedure and
providing written and verbal instruction on how to establish a work plan. The manager
will be responsible for assisting the new supervisor with the performance management
process until the new supervisor is trained.

Relatioriship of Performance Manaqement to Other Human Resource Systems

Performance Management is an integral part of the overall management of an
organization. From an organizational perspective, information obtained from
performance appraisal must influence selection, staffing, discipline, training, and
development. Performance appraisal is one consideration in making other personnel
decisions such as promotions, all performance based disciplinary actions, performance
salary increases and reductions in force. Since the work plan does not cover 100% of
the job, disciplinary action must be noted and considered in making personnel
decisions. Personnel policies dealing with these actions also require consideration of
other variables: therefore, performance appraisal alone cannot determine such
decisions.

In order to achieve internal consistency in personnel administration, the
following requirements shall be met:




A current (within the past 12 months) Performance Appraisal summary
shall be on file for an employee before any of the personnel actions listed
above can be effected.

Any proposed personnel action shall be consistent with the overall rating
of the employee's performance. '

In cases in which the recommended personnel action appears
inconsistent with the most recent overall rating, a written justification shall
accompany the recommended personnel action or documentation
supporting improvements made on the employee's current work

plan.

In order to ensure that all EHNR employees have the opportunity to qualify
for performance pay increases:

1.

Probationary Employees:

Probationary employees shall have a position description and work plan
established within thirty calendar days from the date of employment and
an appraisal completed at the end of the work cycle. A review shall be

‘completed before an employee can be moved into permanent status in

accordance with policy on Probationary Period. By the end of the work
unit's work cycle, the employee is required to have been on permanent
status for a minimum of two thirds of the work cycle and receive a "Very
Good" or "Qutstanding" rating in order to be eligible for a performance
increase.

Trainee Progression:

Every employee in a trainee progression must have a work plan
established within thirty calendar days of employment. This plan helps
guide the employee in reaching requirements for the full classification. A
review shall be completed before each salary increase is granted within
the progression. Permanent status employees with trainee appointments
are not eligible for performance pay awards.. .

Changes in Duties:

Employees whose responsibilities and duties are changed either within
their current position or by transfer (lateral, promotion, or demotion) shall
have a new position description and work plan established within thirty
days of the new assignment.

Employee Transfer:
A transferred employee is eligible for a performance increase at the end



of the new work unit's performance management cycle. When the .
transferred employee arrives in the new unit, the supervisor may consider

the level of documented performance in the appraisal from the previous

rating in determining the amount of a performance salary increase.

Change in Supervisor:

To provide continuity and consistency of treatment when a supervisor
changes, the next level manager and supervisor shall agree on each
employee's progress toward their work plan and document with signatures
of the employee, supervisor, and manager or the supervisor shall
complete an appraisal for each employee prior to leaving the work unit.
The new supervisor or manager will review, initial, and update the new
work plan as needed for the remainder of the cycle.

Leave with Pay:
An employee must be present on the job for a least two thirds of the work
cycle to provide for the fair and accurate assessment of performance.

Leave Without Pay:

An employee who has been on active work duty for two thirds of the work
cycle and is on leave without pay on the date performance increases are
granted may receive the performance increase on the date of
reinstatement if the work cycle has been completed and a rating of "Very
Good" or "QOutstanding" is received. If the employee has been on active
duty for two thirds of the work cycle and is anticipating going on leave
without pay, it is advisable to evaluate the employee prior to separation.
This would provide management the opportunity to anticipate the
recommended increase for this employee at the time awards are being
determined. A new work plan shall be written if the employee returns to
work after the close of one work cycle and the start of the next.

Workers' Compensation: -

Employees who are on Workers' Compensation are eligible for

a performance pay award if they have been on active work duty and
performing their regular work duties for at least two thirds of the work
cycle and are rated at the "Very Good" or "Outstanding” level. If an
employee returns to work and performs lighter duties than outlined in their
work plan, within thirty days of assuming lighter duties, their current work
plan shall be negotiated to reflect the change in duties.

Salaries At or Above Maximum:
Employees at the maximum shall be paid a performance increase in the
form of a performance bonus if they are otherwise eligible for a l




10.

performance increase. This performance bonus shall be a one-time,

~ lump-sum award. Such award shall not increase the base pay.

Separation:

Employees who separate from state service prior to the effective date
increases are awarded (the month the award is received in the pay check)
are not eligible for performance increases. ‘

Responsibilities

Department of Environment, Health, and Natural Resources

1.

3.

The Secretary of EHNR shall be responsible for bringing all units into fuli
compliance with this policy. Failure to adhere to this policy, provisions,
and guidelines may result in the loss or withholding of performance
increase funds throughout a division or the entire department.

The Secretary of EHNR will initiate the Performance Management System
with the Deputy Secretaries and individual Assistant Secretaries,

Division. Directors, Program Directors, and Regional Managers, who shall
in turn be responsible for instituting the Performance Management
System at all levels within their respective areas.

The Secretary of EHNR is responsible for ensuring that one of the

responsibilities included in each supervisor's and manager's work plan is

" managing the performance of subordinate employees in accordance with
the Departments Performance Management policy and procedure and
that sanctions be levied if this provision is not met.

4.

The Secretary of EHNR shall take sanctions against the managers of
those units in which inequities or systematic deficiencies exist. Sanctions
shall be of such nature as to ensure that no employee within the
department is penalized or excluded from consideration for a performance
salary increase because the employing unit has not appropriately carried
out the performance management process.

The Secretary shall have the responsibility to submit an annual report to
the Office of State Personnel which includes a complete description of the
current performance management system, performance increase
distribution of each employing unit, demographic data of performance
ratings, frequency of evaluations, performance pay increases awarded,
the implementation schedule for performance pay increases, as well as all



Divisions

other information requested. This monitoring shall be accomplished by ‘
each Division/Program Director.

Within 60 calendar days after receipt of the evaluation of this annual
report from the Office of State Personnel, a written plan will be prepared
alleviating inequities and systematic deficiencies and submitted to the
Office of State Personnel for concurrence.

The Division of Personnel, Department of EHNR, shall assist each
employing unit in providing:
a. an orientation program which informs all employees of the
Performance Management System and its relationship to
other human resource systems; and

b. a training program that assures the managers/supervisors of
the employing unit(s) are adequately prepared to carry out
the Performance Management System.

The Division of Personnel, Department of EHNR, shall have the
responsibility of providing guidelines for monitoring, and ensuring the
accuracy of monitoring results.

Top Management within each division/program shall establish, monitor,
and evaluate the Performance Management System within their division.

The Division Director shall be responsible for bringing all units within their
purview into full compliance. Failure to adhere to this policy, provisions,
and guidelines may result in the loss or withholding of performance
increase funds throughout an entire division.

It shall be the responsibility of each division/program director to submit an
annual report through the chain of command to the Department of

EHNR which includes a complete description of the performance
increase distribution of each employing unit, demographic data of
performance ratings, frequency of evaluations, performance pay
increases as well as all other information requested. This information will
be assimilated by the Division of Personnel and will be forwarded to the
Secretary of EHNR for his review and will be the basis for the required
annual report to the Office of State Personnel.

Within 15 calendar days after receibt of the OSP evaluation of this annual
report by the Department, the Division of Personnel will notify all
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Division/Program Directors of any problem areas identified by the Office
of State Personnel. Within 30 calendar days after notification by the
Division of Personnel of problems, the head of each division/program
shall prepare a written plan alleviating inequities and systematic
deficiencies and submit it through the chain of command to the Division
of Personne! of the Department of EHNR for concurrence.

The head of same division shall also impose sanctions against the
managers of those units in which inequities or systematic deficiencies
exist. Sanctions shall be of such nature as to insure that no employee
within their purview is penalized or excluded from consideration for-a
performance salary increase because the employing unit within the
division has not appropriately carried out the Performance Management
Process.

Top management of each division shall have the responsibility of
monitoring the quality and timeliness of activity in the Performance
Management System. This may be accomplished by appointing a
monitoring team or by placing the responsibility with one or two
employees of the respective division.  Divisions must follow
departmental guidelines to ensure the accuracy of monitoring results.

Supervisors:

a. At the beginning of each performance management cycle,
supervisor/managers must hold meetings with each employee to
determine performance expectations. These meetings must
include:

(1) An explanation of the Performance Management Process

(2)  Adiscussion of the employees current responsibilities and
the expectations that describe successful completion of
each

(3) A work plan from a current position description. The original
is maintained by the supervisor and a copy provided to the
employee.

b. At least one interim review must be held with each employee at the
midpoint of the cycle and be documented by reasons why specific
expectations could not be met, a plan established to overcome
deficiencies and the date the review occurs.

11



Performance appraisal discussions must be held with each
employee at the end of the Performance Management cycle.
Supervisors and managers should discuss the performance ratings
of employees prior to the final appraisal discussion. Ratings for
each expectation and overall rating must be communicated and
explained to the employee.

Supervisors are responsible for consistency of Performance
Management. Specifically, they are responsible for:

(1)  Seeing that expectations for all similar jobs within their
purview are consistent and equitable

(2)  Distributing performance increases fairly

(3)  Seeing that increases are awarded consistently and in
compliance with the Compensation and Pay Plan.

(4)  Seeing that amounts awarded are within the allowable range
based on the ratings received

Supervisors are responsible for achieving consistency between
personnel administration and Performance Management.

7. Employees:

a.

Meet with supervisor to provide input in the determination of
performance expectations

Collect performance documentation such as samples of work or
work products in support of established performance activities and
responsibilities

Keep the supervisor informed as changes occur so that
expectations can be met as planned or the expectation adjusted
based upon justifiable circumstances

Sign the work plan and summary evaluation. Comment on
supervisor's evaluation of their performance, if appropriate.

12




Sanctions

Performance management is a major responsibility of all supervisors and managers for
which they will be held accountable. This responsibility shall be included in each
supervisor's and manager's work plan.

No employee shall be penalized or excluded from consideration for a performance
salary increase because a supervisor or manager has not done his/her job in the
Performance Management Process.

The failure of a supervisor or manager to-carry out the Performance Management
Process in accordance with this policy usually will be addressed as a performance
deficiency. It can result in one or more of the following actions:

1. ~Coaching from the immediate supervisor and manager to determine the
cause(s) of the deficiency and implementation of a developmental plan of
correction;

2. Participation in skills enhancement training as part of the deveiopmental
plan;

3. Monitoring of progress by the manager towards developmental goals to

ensure deficiencies are corrected; and,
4. If necessary, issuance of appropriate disciplinary warnings, up to and

including dismissal, in accordance with the department's disciplinary
action policy.

13



Aot E

AGENDA FOR NCDENR PRESENTATION
NER MEETING - OCTOBER 21, 1997

. Status Of - Facility Compliance With December 31, 1997
Deadline for Development and Implementation of Certified
Animal Waste Management Plans

A. Interagency Group

B. Statewide Numbers

. Status of Issuance of General Permits

A. Current General Permits

B. Numbers of Permits Issued

C. Review of Existing General Permits

. Status of DS&WC Operation Reviews and DWQ Inspections
for 1997.

Purpose of Operation Reviews and Inspections
Inspection Forms Used

Tracking System Data Base

Coordination of Site Visits

Numbers Of Reviews and Inspections Completed

slelle

. Operator Training and Certification Program
A. Operators Trained '
B. Operators Certified

. General Background on Animal Waste Operations in N. C.



Animal:Opergtions:

| . - Total Animal Operations for North Carolina

. Percent
Total Operations  Certified  Certified

Cattle . 362 56 15
Horses . 3 : 0. .0
Poultry 55 11 20
Swine 2615 1842 70
Totals: 3035 1909 63
’ Not included in above information:
Number of Animal Operations Removed from Database: 924

 Number of Animal Operations Requesting Removal from Database: 238



OPERATIONS CERTIFIED AS OF OCTOBER 20, 1997 (from DWQ)
Cattle Horses Poultry  Swine TOTALS

GISTERED 362 3 55 2615 3035 ° 02 O O .

CERTIFIED 56 0 11- 1842 1509

% COMPLETED 15% 0% 20% 70% 63%

OPERATIONS ANTICIPATED TO NOT BE COMPLETED BY DEC 31, 1997

SURVEY RESULTS ESTIMATED EXPECTED
REASON. . Dairy | Swine | Poultry | Beef ADDITIONAL END OF YEAR
: (Wet) TOTAL ASSISTANCE
TECH
ASSIST ; 44 14l 1 4l . 63 13 . 50
FINANICIAL )
ASSIST 7 14 0 6 27| 21 6
DRY LOTS
GUIDANCE 0 5 0 0 5 5
39
ITEMS BEYOND
DISTRICTS' CONTROL
AITING ON
CONTRACTORS 11 7 2l o 20 10| 10
10
LANDOWNER'S
DECISIONS
GOING BELOW
THRESHOLD 15 11 0 7 33 N/A 33
PERSONAL )
FINANCES 3l 4 0 1 8| . N/A 8
GOING OUT
OF BUSINESS 13 111 4 1l 129 N/A 129
UNCOOPERATIVE
OPERATOR 8 74 1 4 87 N/A 87
" Imusc, sl 4 15 il 65 N/A 40 25
297

TOTALS 106 284 23 24 437 346 91




ANIMAL WASTE MANAGEMENT SYSTEM PERMITS
. ISSUED
JANUARY 1, 1997 THROUGH OCTOBER 21, 1997

GENERAL PERMITS FOR:
EXISTING FACILITIES: 431
NEW FACILITIES: | 66
EXPANDING FACILITIES: 22
INDIVIDUAL NON-DISCHARGE PERMITS: 11
TOTAL PERMITS ISSUED: | 530

THE DEPARTMENT IS REQUIRED TO ISSUE PERMITS TO
APPROXIMATELY 20% PER CENT OF ANIMAL WASTE
MANAGEMENT SYSTEMS PER YEAR FOR FIVE YEARS.

THE % OF PERMITS ISSUED BY THE DEPARTMENT FOR
1997 IS CURRENTLY AT 18%



ANIMAL WASTE MANAGEMENT SYSTEM
- OPERATIONAL REVIEWS AND INSPECTIONS

Both the annual Operations Review to be conducted by the staff of
the Division of Soil and Water Conservation and the annual
Inspections to be conducted by the staff of the Division of Water
Quality are required by Senate Bill 1217 which was ratified on June

21,199%6. -

The purpose of the annual Operational Reviews is to assist the owner

* or operator of the animal operation in complying with all permit

requirements. Soil and Water reports their findings to DWQ within
10 days following the completion of the review. In cases where
major violations (as defined in 143-215.10E.) are found, the
violations are reported immediately to DWQ.

The purpose of the annual Inspection is to determine whether the
system is causing a violation of water quality standards and whether
the system is in compliance with its animal waste management plan
or any other condition of the permit.

The Divisions have conducted joint training sessions for the staffs.

To insure consistency, the same standardized forms are used for both
the Operational Reviews and the Inspections.

An animal waste management system data base has been develop
and is utilized by both Divisions. This data base is used by both the
regional office and the central office staffs.



: [:]Dmsmn of Soil and Water Conser\atxon D Other AgencA)" “
[ Division of Water Quality

Routine O Complaint Q Follow-up of DWQ inspection O Follow-up of DSWC review QO Other |

Facility Nuaml r B ' s Date of Inspection I
Cacuity iNxumber I-—'| :
- Time of Inspection [:::] 24 hr. (hh:mm)

[ Registered L3 Certified [3 Applied for Permit I3 Permitted [O Not Operational | Date Last Operated:

Fal B0 NS oo oo oo oot essss st eeeee o eeee et eer e eee et ssmsnsammesnsssssssssees COUNEY? e eeosseseesenes s sessessssssssssesssssssesease | srseismmssssssssrsrses
OWRNET NAMICE oo essessssersinss ot esss s s sssesss s s et PRONE NOT e sessenssssrsssssssissesmsssssssssssssssessines
Facility Contact: ... . R 41 LI PhONE NOT eeesseissnssesesssssne
Mailing Address: .. SR U, S
ONSIte REPFESCNIALIVE: . .o eeesvres e erecosesnrssssensssssessasissess s sssssssssss e s cosone IEEELIIOLT e cvcerencrssrssens s s
Certified OPCIRALOrL. ... ceeeveccssrrrereressserinreesiss cssrsssmssressrssmssssssssss s sssssssssssns Operator Certitication Numberi ...
T.ocation of Farm: ‘
................. A
............................................................... '~
Latitude | I b e Longitude | 1*] e |
' : Design  Current Design - Current Design: Current
Swine- - . Capacity. Population  Poultry Capacity Population  Cattle - Capacity. Population
(O Wean to Feeder ] Laver O Dairy
[ Feeder to Finish [J Non-Layer d Non-Dairy
{J Farrow to Wean ,
(0 Fuarrow to Feeder [C Other | l |
(] Farrow to Finish . Total Design Capacity
(J Gilts E o
3 Boars - . ..+ Total SSLwW
Number of Lagoons / Holding Ponds:|__ "] [O Subsurface Drains Present |[[J Lagoon Area [[J Spray Field Area |-
RN S e - IO No Liguid Waste Management System e =
General
1. Are there any buffers that need maintenance/improvement? ' OYes [INo
2. Is any discharge observed from any part of the operation? OYes ONo
Discharge originated at: [J Lagoon [ Spray Field [JOther
a. [f dischurge is observed, was the conveyance man-made? : OYes [ONo
b. If discharre is observed, did it reach Surface Water? (If ves. notify DWQ) [dYes ONo
¢. Tf discharge is observed, what is the estimated flow in gal/min?
«<l. Does discharee bypass a lagoon system? (If yes. notifty DWQ) [IYes [ONo
3. Is there evidence of past discharge from any part of the operation? . : OYes ONo
4. Were there any adverse impacts to the waters of the State other than from a discharge? OYes ONo
‘. Does any part of the waste management system (other than lagoons/holding ponds) require OYes ONo
maintenance/improvement?
6. Is facility not in compliance with any applicable setback criteria in effect at the time of design? Ovyes ONo
7. Did the facility fail to have a certified operator in responsible charge? Cyes ONo

7/25/97 ’ é Continued on back



.

[ Facility Number: - ]

8. Are there lagoons or storage ponds on site which need to be properly closed?
Structures (L.agoouns,Holding Ponds, Flush Pits, etc.) .

.9. [s storage capacity (freeboard plus storm storage) less than adequate?

Structure 1 Structure 2 Structure 3 Structure 4 - “Structure §

Identifier:

O Yes

[ Yes

I No

O No

Structure 6

Freeboard (ft):

10. Is seepage observed from any of the structures?

.

Waste Application

15. Crop type

For Certified or Permitted Facilities Only

O Yes OONo
11. Is erosion, or any other threats to the integrity of any of the structures observed? O Yes [ONo
12. Do any of the structures need maintenance/improvement? OYes ONo
(If any of questions 9-12 was answered yes, and the situation poses
an immediate public health or envnronmental threat notify DWQ) _
" 13. Do any of the structures lack adequate minimum or maximum llqmd level markers? OvYes ONo
14. Is there physical evidence of over application? OYes ONo
(If in excess of WMP, or runoff entering waters of the State, notify DWQ)
16. Do the receiving crops differ with those designated in the Animal Waste Management Plan (AWMP)? OYes ONo
17. Does the facility have a lack of adequate acreage for land application? O Yes ONo
18. Does the receiving crop need improvement? “ | O Yes ONo
19. Is there a lack of available waste application equipment? O Yes ONo
‘0. Does facility require a follow-up visit by same agency? {0 Yes -[INo
21. Did Reviewer/Inspector fail to discuss review/inspection with oﬁ-site representative? OYes [INo
22. Does record keeping need improvement? | ] Yes O No
23. Does the facility fail to have a copy of the Animal Waste Management Plan readily availabic? O Yes [ONo
24. Were any additional problems noted which cause noncompliance of the Certified AWMP? OYes O Ne
25. Were any additional problems noted which cause noncompliance of the Permit? O Yes. [INo

D No. v1olatlons or deﬁcxencxes were noted durmg thxs v151t You wxll receive no- further

7125197

4]

Reviewer/Inspector Name

Reviewer/Inspector Signature: : . Date:




DIVISION OF WATER QUALITY
NUMBER OF 1997 ANIMAL

INSPECTIONS COMPLETED TO DATE |
100% Lagoonameter

-1 ' 4 - 3,083
900/0 _ /'—\
S0 — o —

- ‘7007
60% -
50% —
40% —
30%
20% -

2,386 of 3,083 inspections
completed as of Oct. 20 1997

North Carolina Department of Environment and Natural Resoyrcé :

DIVISION OF SOIL & WATER
NUMBER OF 1997 OPERATIONS
REVIEW PROGRESS TO DATE
100% | Lagoonameter
a— 3,083

90% —
:80% —

1,885 of 3,083
inspections
completed as

of Oct.20, 1997

SOIL AND WATER:-

3hvuuo ,{.‘r— -

North Carolina Department of Environment and Natural Resources

§




THE REGULATION OF ANIMAL WASTE MANAGEMENT SYSTEMS IN
THE STATE OF NORTH CAROLINA '
' October 21, 1997

NCGS 143-215.1

In accordance with North Carolina Statutes, all wastewater treatment systems that apply
waste to the land or discharge to the surface waters must have a permit from the
Environmental Management Commission (EMC).

This includes the treatment of waste from animal facilities.

15A NCAC 2H .0217

Prior to February 1, 1993, waste treatment systems for animal operations were deemed
permitted by EMC Rules as nondischarge facilities as long as they did not discharge to
the surface waters.

Permitting by Rule was just as valid and enforceable as the 1ssuance of an individual
permit.

Due to the rapid growth of the animal industry in North Carolina a need was identified to
modify the Rules. On February 1, 1993 changes to 2H .0217 became effective.

Animal facilities could still be deemed permitted but only if certain additional conditions
were met. In addition to the no discharge requirements, some other conditions were:

Facilities with more than the following numbers of animals were required to
register with the Division prior to December 31, 1993:

swine . 250
cattle 100
poultry (with liquid waste systems) 30,000
sheep 1,000
horses 75

These facilities were also required to have an approved animal waste management
plan prior to December 31, 1997.

These rules allowed the Director to determine on a case by case basis that a
facility should not be deemed permitted and requlre them to apply for an
individual nondischarge permlt

1995 General Assembly

During the summer of 1995 there were several major discharges from animal waste
]agoons which resulted in fish kills and impacts on coastal waters. These discharges
along with concerns for the continued rapid growth of the animal industry in the state,
resulted in major new legislation



Some of the major legislation from 1995 was as follows:

‘ ~ The Swine Farm Siting Act (Senate Bill 1080) established greater buffer
distances for swine houses, lagoons, and land application areas which are sited
after October 1, 1995. The new required buffers were:

At least 1,500 feet from a new swine house or lagoon to the nearest
occupied residence :

At least 2,500 feet from a new swine house or lagoon to a school,
hospital, or church

At least 100 feet from a new swine house or lagoon to a residential
property line

At least 50 feet from the outer perimeter of the land application area to
a residential property line

At least 50 feet from the outer perimeter of the land application area to
a perennial stream or river '

Senate Bill 974 was passed requiring any swine facility with 250 or more swine
to have a certified operator by January 1, 1997.

The Blue Ribbon Commission on Agricultural Waste was created and directed to
bring recommendation for needed changes to the 1996 General Assembly

. 1996 General Assembly

Senate Bill 1217 (An Act to Implement Recommendations of the Blue Ribbon
Commission on Agricultural Waste) made some major changes. They include the
following:

All facilities required to have an animal waste management plan as per 2H .0217
were required to apply for and receive a receive coverage under a general permit
and pay an annual fee of from $50 - $200.

After January 1, 1997, all new and expanding facilities must apply for and
receive coverage under the appropriate General Permit prior to
construction.

Beginning January 1, 1997, least 20% of the existing facilities must be
issued coverage under the General Permit each year.

An approved Animal Waste Management Plan must be part of the permit
application package. The Statute added additional required items to the Plan.

Beginning January 1, 1997, the Division of Water Quality was directed to
conduct annual inspections of all animal waste management facilities required to
have a general permit.

The Division of Soil and Water Conservatibn was directed to conduct annual

Operations Reviews of all animal waste management facilities required to have
a general permit.

/0



In addition to swine facilities, cattle facilities and poultry systems with 30,000 or
more confined poultry with a liquid animal waste management system were
required to have a certified operator by January.1, 1997.

Effective October 1, 1996, the distance from a swine house or lagoon to any
boundary of property on which an occupied residence is located was increased
from 100 to 500 feet.

Beginning June 21, 1996, any person wishing to construct a new or expanded
swine farm must notify all adjoining property owners.

For the first time poultry operations with dry litter systems were required to
develop and comply with an animal waste management plan. These plans
however are not required to be as comprehensive as those for wet systems or to
be certified by a technical specialist. These plans were to be in place by January
1, 1998. This date was extended by Senate Bill 352 in 1997 to January 1, 2000.

1997 General Assembly

During 1997, the General Assembly continued to review the issue of Animal Waste
and ratified House Bill 515 which contained the following:

A moratorium on the Construction or Expansion of Swine Farms. This
provision establishes a moratorium on all new or expanding operations with 250
or more animals. The bill is written to make the moratorium effective March
1,1997. However, there are several exceptions to the moratorium which apply to
all areas of the state with the exception of Moore County. None of the
exceptions are applicable in Moore County. The exceptions allow for:

Construction for repairs, in kind replacements or as required to comply
with applicable animal waste management rules.

Construction to bring the capacity of the facility up to its design
capacity.

Construction or expansion for facilities for which permits were issued
prior to the effective date of the legislation (8/27/97).

Construction or expansion if the owner has, prior to March 1, 1997,

either: | : :
Laid a foundation for a component of the swine farm, lagoon or .
animal waste management system,

Entered into a "bona fide" written_contract for the construction or
expansion of the swine farm, lagoon, or animal waste
management system; or

Been approved for a loan or line of credit to finance the
construction or expansion and has obligated or expended funds.



Construction of an innovative animal waste management system that
does not employ an anaerobic lagoon.

Siting Act Amendments: This provision of the Bill modified the siting act
requirements established in SB1217. The new setbacks apply only to new and
expanding facilities for which construction does not begin until after August 27,
1997.

Setbacks of 2500 feet now apply to outdoor recreaﬁonal facilities, parks,
historic properties and child care centers.

Lagoons must be setback 500 feet from any well providing water for

human consumption, except for those wells supplying water to the same
parcel(s) or adjacent parcels of land under common ownership on which
the swine house or lagoon is located: ’ : o

A 75 foot setback is required from the outer perimeter of the land
application area, from property boundaries on which an occupied
residence is located and from any perennial stream or river (other than an
irrigation ditch or canal).

No component of the liquid waste management system may be
constructed within the 100 year flood plain. Application of animal waste
in the flood plain is allowed. '

Notification requirements for new and expanding operations were expanded to
include notification of the county (county manager or chair of the board of
commissioners) and local health department director.

Violation Points System for Swine Farms: requires the EMC to develop a
violation point system applicable to swine farms. The system must establish the
number of points which would result in permit revocation, the duration of the
revocation and conditions under which an entity who permit has been revoked
may apply for another permit. This section of the bill also requires the
development of a recommended system of civil penalties applicable to
integrators of swine operations. Implementation of these provisions will occur
after the development process has been completed.

Agricultural Zoning by Counties: HB 515 allows the counties to adopt zoning
ordinances for swine farms having a design capacity of gréater than or equal to
600,000 pounds steady state live weight. However, the ordinances may not have
the effect of excluding all swine farms of this size from their jurisdiction nor ‘
prohibit the continued existence of a farm.

Odor Control: requires the department to develop and adopt economically
feasible odor control standards by March 1,1999. :

] A
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COMPARISON OF THE
TOTAL NUMBER OF HOG OPERATIONS
AND THE
TOTAL HOG POPULATION
1983 - 1996

Source of Data: NC Department of Agriculture
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NC HOG STATISTICS
1983 - 1996

Total Number of Hog Operations (includes any farm in NC with one or more hogs on hand anytime during the year.)

19831996

81%

-18%

-16%

2%

2ALER I R

140%

Generally, operations with less than 1,000 head are independent operations. Operations over 1,000 head are usually involved in a contract

operation.

Contract operations account for 93 percent of the total number of hogs while independent growers account for only about 7 percent of the

total number of hogs.

Total Hog Population as of June 1* of Each Year

|CHANGE

‘FROM
1983-1996

Total#of _._cm.u

299%

¢ The number of hogs has increased four-fold, or almost 300%, since 1983.

\‘ ’
Source of Data: NC Department of Agriculture and the NC Department of Environment, Health, and Natural Resources
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. SUMMARY ON THE STATUS OF:

LEAKING PETROLEUM UNDERGROUND STORAGE TANKS PROGRAM

. Senate Bill 1012 passed July 1995 provided among other items for:

- - 41 positions to perform technical oversight at UST cleanups and inspections as well as
educational outreach to the regulated community

- Operating permit for commercial UST facilities

- To adopt risk-based rules for assessment, prioritization and cleanup of dlscharges and
releases from petroleum USTs

- Identify and evaluate the risk posed by abandoned petroleum USTs

- Evaluate the need for certified Professional Engineers (P.E.) or Licensed Geologists
(L.G.) to certify closure activities for UST sites

. S B 1317 passed June 1996 provided for:

- Suspension of activities at low priority sites
- To study options for privatization of the program

. Positions were created and are fully operational

. . Operating permits were issued since January 1996 with 10,200 permits issued every
year

. Risk-based rules have been adopted by the EMC and temporary rules will become
effective on January 2, 1998. Final rules will become effective in August 1998

. The study on abandoned petroleum USTs was completed and a report submitted. It
was estimated that there are approximately 2100 sites with abandoned tanks it will cost
about $65 million to clean up

. The study on certified P.E. and L.G. signing closure reports was completed and a
report submitted showing an 85% compliance rate =

. Activities on 77% of the UST sites were suspended in June 1996. The effect of this has
only been reflected in claims against the STF since April 1997 because the lagtime
between work performed and claims submitted is about nine months

. The study on privatization of the UST program was completed by a committee made
up of members in private industry and the office of the State Auditor. The committee
concluded not to consider privatization at this time but possibly consider this in 1999
when changes like risk-based rules have been in effect for some time and the solvency of
. the STF has been addressed



Outreach Activities see - attached list

. Compliance Assistance Program was launched in March 1997 which provides owners
with the opportunity to request a complimentary site visit without fines or penalties

assessed

UST Inspecﬁons performed in FY97: 3,408
UST Incidents reported to date: 11,419
Number of UST sites closed: 2,601
Number of UST sites remaining: 8,818
Number of new UST incidents reported per month: 105
Balance in Funds as of 10/13/97 Commercial Fund:: $7,829,041
Noncommercial Fund: $8,160,995

Pending claims Commercial Fund: $12,072,595
‘ Noncommercial Fund: $2,630,628
Annual Revenue Commercial Fund: $30,000,000
Noncommercial Fund: $5,500,000

 Annual Exi)enditures (FY97) Commercial Fund: $46,786,613
Noncommercial Fund: $6,725,942

50% Checks cut upon receival of claim were abolished on 7/28/97

Preapprovals of cleanups were initiated on 9/1/97

All outstanding claims were to be submitted by 9/1/97.
Turnaround time on claims submitted:

Claims submitted correctly (95% of claims)

Claims submitted incorrectly/incomplete

60 day average

81 day average



State of North Carolina
Department of Environment,

Health and Natural Resources
Division of Water Quality

James B. Hunt, Jr., Governor
Wayne McDevitt, Secretary
A. Preston Howard, Jr., P.E., Director

EFFORTS BY THE N.C. DIVISION OF WATER QUALITY (DWQ) TO INFORM
REGULATED COMMUNITY OF UNDERGROUND STORAGE TANK RULES

July 1995

August 1995

October 1995

December 1995

December 1995

January 1996
January 1996

February 1996

SINCE JULY 1995

Mailed letter to owners of USTs containing used/waste oil explaining the
acceptable methods of leak detection for these types of tanks.

Maintained a booth at the Southeast Petro-Food Exposition which is
sponsored by the N.C. Petroleum Marketers Association (NCPMA) and
the N.C. Association of Convenience Stores. DWQ staff were available
throughout the exposition to answer questions. Also maintained booth at
the 1996, and 1997 expositions. :

Mass mailing of letter to UST owners explaining changes to UST
programs as a result of Senate Bill 1012. The letter explained the new
operating permit program and changes to the State Trust Funds. A booklet
designed to prepare owners and operators for compliance inspections was
also mailed with the letter.

Mass mailing of flyers to all registered tank owners explaining the
operating permit program. .

Mass Mailing of permit applications to all registered tank owners.

The "Don’t wait to 1998 until Upgrade" slogan added to UST outreach
materials and operating permit documents. '

Began educational inspections of non-retail facilities informing of
compliance criteria and pending operating permit deadline.

Mass mailing of notice to trade organizations soliciting their help in
informing their members of the pending operating permit deadlines.

March 1996 Two news releases by the Associated Press concerning commercial ahd
farm UST owners and the deadline for obtaining an operating permit.
April 1996 Mailing of notice to State agencies with USTs concerning the deadline for
obtaining an operating permit.
Groundwater Section . Voice 919/733-3221 FAX 919/715-0588

P.O. Box 29578, Raleigh, North Carolina 27626-0578  An Equal Opportunity/Affirmative Action Employer -
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April 1996

April 1996

April 1996

May 1996

May 1996

February 1997

March 1997

March 1997

April 1997

May 1997

Mass mailing of Public Service Announcements regarding the operating
permit program requirement to various radio stations throughout North
Carolina.

Presentation provided to the North Carolina Petroleum Equipment
Contractor Association. Topics included State Trust Fund solvency and
the UST Operating Permit Program.

Mass mailing of notice on Open Net Telecast and Community College
location for closed circuit viewing to all registered tank owners.

First Telecast via Open Net to address permitting requirements for UST
owners. (One hour broadcast)

Second Telecast via Open Net and 12 Community Colleges via closed
circuit to address detailed discussion of permitting requirements and other
UST issues throughout North Carolina. (Two hour broadcast)

Prepared article concerning UST compliance for the N.C. Water Pollution
Control System Operators Certification Commission newsletter, “The
Clarifier”.

The first issue of the Groundwater Section’s semi-annual Newsletter,
“Tank Talk” was mailed to all registered owners/operators and
consultants.

DWQ initiated a new education program called the Compliance Assistance
Program . It provides UST owners and operations with the opportunity to
request a complimentary site visit. No fines or penalties are assessed for
problems found, however all deficiencies must be corrected. This program
is available to all UST owners and operators. A Fact Sheet and request
form for the Compliance Assistance Program was sent to all 1 and 2
facility owners in April 1997. A postcard reminder of the Compliance
Assistance Program was sent out at the end of April 1997. The program
was also advertised in the NCPMA newsletter.

Two training sessions for Duke Power maintenance staff, one in
Greensboro and one in Charlotte. Topics included State Trust Fund
solvency, leak detection monitoring and compliance with 1998
requirements.

UST Owner/Operator Day held in Greensboro in conjunction with the
NCPMA .Topics included State Trust Fund solvency, leak detection
monitoring and compliance with 1998 requirements. Notice of this event
was mailed to all UST owners.



May 1997

June 1997

June 1997

June 1997

June 1997

July 1997

October 1997

NOTE:

U.S. Environmental Protection Agency sent a letter to registered UST
owners in North Carolina indicating that they would not extend the 1998
deadline and that existing tanks should be replaced or upgraded as soon as
possible to avoid delays in getting tanks and other equipment delivered
and installed, and to avoid higher costs for equipment and services.

Training provided for Department of Public Instruction and County school
systems maintenance staff. Topics included discussion on "regulated"
versus " non-regulated" USTs and compliance issues (i.e. leak detection,
corrosion protection, spill & overfill, and proper closure procedures).

Provided article for N.C. Department of Agriculture newsletter concerning
the requirements that owners of USTs at farms and residents must met.

Training for UST owners and operators at Wake Tech Community College
and Lenior Community College. Topics included State Trust Fund
solvency, leak detection monitoring and compliance with 1998
requirements.

Groundwater webpage was placed on the Internet. The webpage includes
information on compliance with UST regulations and links to other
sources of UST information.

Presentation concerning the proposed Risk-Based Corrective Action Rules
was provided to the N.C. Convenience Store Association.

Presentation was provided to the Kinston Board of Realtors concerning the
regulatory requirements on home heating oil tanks and State Trust Fund
issues.

]

1. As of September 2, 1997 a total of approximately 900 Compliance Assistance visits had been requested by tank owners.
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PROGRAM SUMMARY

The Department of Environment and Natural Resources (DENR) is required to prepare a semi-annual
report on the status of leaking petroleum underground storage tanks (USTs).

The program was initiated in 1988 in response to growing reports of underground tanks leaking
petroleum and other chemicals onto the surface and into drinking water supplies. Backed by
enforcement powers and some funding, the program was placed with the Division of Water Quality
(DWQ) formerly called the Division of Environmental Management in DENR.

Mid-1980s estimates of the number of USTs ranged into the hundreds of thousands. Early estimates
of the number of tanks which could be or would be threats to the environment and public health were
just as vague. Extensive research over several years has given the numbers a more reliable perspective.

Presently, North Carolina has 37,776 known commercial USTs. The number of noncommercial USTs
is incalculable since registration of these tanks is not required. An estimate of 250,000 tanks is used
as a working figure.

Funding for the North Carolina UST program comes from four sources: the Federal UST Regulatory
Grant program, the Federal Leaking UST Fund, and North Carolina's Commercial and Noncommercial
Leaking Petroleum UST Cleanup Fund (Trust Funds). The purpose, income, and guidelines are
described on pages 3 - 5.

- The revenue sources for the Commercial Fund were sufficient to cover reimbursement requests for

cleanups through June 30, 1997. Sources of revenue are tax collection, fees, interest and the Loan
Fund; creating a cash balance in the fund of $11.7 million by the end of fiscal year 1997 (June 30,
1997). Requests for reimbursements and administrative expenses totaled $46.8 million during fiscal
year 1997. However, annual revenue during this time period were only $28.5 million. If the present rate
of reimbursement continues, the fund will be depleted by the end of 1997.

The revenue saurces for the Noncommercial Fund were sufficient to cover reimbursement requests for
the cleanups through June 30, 1997. The cash balance in the Noncommercial Fund as of June 30, 1997
was $8.5 million. Requests for reimbursements and administrative expenses totaled $6.7 million during
fiscal year 1997. Annual revenue during this time period was $5.6 million.

Senate Bill (S.B.) 1317, enacted on June 21, 1996, addressed the solvency of the cleanup funds by
suspending cleanup activities at low priority sites until risk assessment rules become effective. Risk
assessment rules were required to be published by January 1, 1997 and are required to be adopted by
October 1, 1997. The rules were published in the North Carolina Register on February 3, 1997. The
risk-based rules then went through a public comment period and have been revised to reflect the
comments. The risk-based rules will be submitted to the Environmental Management Commission



(EMC) for approval in September.

Senate Bill 1317 also increased tank fees from $150 to $200 for small tanks (3,500 gallons or less) and
from $225 to $300 for large tanks (more than 3,500 gallons). These fees have been applied retroactively
during the regular billing cycles throughout 1997. The full effect of this increased revenue will not be
realized until the end of 1997.

There were 597 leaking USTs reported during the first six months of 1997, which is a decrease from
the 803 leaks reported during the previous six months.

As of June 30, 1997, a total of 2,415 sites have been closed (completed cleanup activities). This equates
to 22.6 percent of the 10,682 leaks reported. Groundwater contamination was originally reported at 170
of the closed out sites.

DWQ has assigned 104 staff members to the UST program -- state money supports 72 positions and
32 are supported by federal money.

The Groundwater Section in continuing to increase outreach activities with the approach of the 1998
UST deadlines for the addition of corrosion protection and spill/overfill prevention equipment for older
USTs. In addition, outreach activities and compliance inspections have continued promoting leak and
spill prevention.

DWQ estimates that $50 million in reimbursement requests can be processed during FY 1998 if
sufficient resources are provided. This includes both the Commercial and Noncommercial Funds and
is based on the claim amount processed during FY 1997.

With requests for reimbursement far out pacing revenue and closeout activities, DWQ estimates it will
take $590 million to remediate known leaking Commercial and Noncommercial UST sites, with some
sites requiring years of cleaning activity.

As required by legislation, this report includes the following:

(1) Alist of all discharges or releases of petroleum from underground storage tanks;

(2) A list of cleanups requiring state funding through the Noncommercial Fund and a
comprehensive budget to complete such cleanups;

(3) A status list of all cleanups undertaken by tank owners or operators;

(4) A statement of receipts and payments for both the Commercial Fund and Noncommercial Fund;

(5) A statement of all claims against the Commercial Fund and the Noncommercial Fund -- claims
paid, claims denied, pending claims, anticipated claims, and any other obligations;

(6) The adequacy of the Commercial Fund and the Noncommercial Fund to carry out the purposes
of this Part; and any recommendations as to measures that may be necessary to assure the
continued solvency of the Commercial Fund and the Noncommercial Fund; and

(7) A statement of the condition of the Loan Fund and a summary of activity under the Loan Fund.

: @



GENERAL OVERVIEW

AN OVERVIEW OF THE STATUS OF FEDERAL AND STATE
FUNDS TO DEAL WITH LEAKING UNDERGROUND STORAGE TANKS

The responsibility for the state's underground storage tank (UST) program rests with the Groundwater
Section of the Division of Water Quality within DENR. The state enforces UST regulations and
manages funds for cleanup of leaks and associated costs.

This report documents the status of the Federal UST Regulatory Grant program, the Federal Leaking
UST Fund, the Commercial Cleanup Fund, the Noncommercial Cleanup Fund and the Groundwater
Protection Loan Fund.

Federal UST Regulatory Grant Program

This program promotes compliance with UST regulations. It provides the state's Groundwater Section
with $162,500 to $188,000 per year to fund three positions in the DWQ central office. This staff
provides technical assistance to the owners and operators of USTs, develops materials, conducts
educational activities for interested groups, trains DWQ regional staff and conducts UST inspections.

Federal Leaking UST Fund

The Federal Leaking UST Trust Fund (FTF) is used to clean up petroleum contamination from leaking
USTs, provide potable water to affected third-parties, perform emergency activities, relocate residents
and conduct enforcement activities. This fund is limited to USTs regulated by federal agencies --
primarily commercial tanks used for storing motor fuels. Tanks used for heating oil and those used for
farm or residential use (those of 1,100 gallons capacity or less) cannot be addressed using this fund.

Individuals (i.e., owners/operators) do not have access to the fund. Only the federal government and
states with cooperative agreements with Environmental Protection Agency (EPA) can draw on the fund.
The fund may be used in those situations when: (1) the responsible party(ies) cannot be identified; 2)
the responsible party(ies) are financially unable to pay for the cleanup; or (3) the responsible party(ies)
are unwilling and refuse to undertake assessment and/or cleanup activities.

Since the state's UST program began, the Federal Leaking UST Fund has made 10 grant awards totaling
$20,377,116 to the state's Groundwater Section to underwrite the costs involved. As of June 30, 1997,
the state has expended a total of $19,609,906 from these awards. Of this amount, $9,940,038 has been
spent for cleanup-related activities, $1,486,389 for enforcement activities: which include identifying
a potential owner/operator; owner/operator financial assessments; issuance of notices of regulatory
requirements and notices of violation; formal enforcement actions (including civil penalties); special



orders by consent; all activities associated with the oversight of owner/operator cleanups (responsible
party-led actions); and all activities associated with the development and support of cost recovery cases.
Administrative, operating, travel and equipment casts total $8,183,480.

In Fiscal Year (FY)95 the FTF received $2,731,871 in grants (including amendments). The following
year the program only received $1,557,320 to fund the program. In FY97, the FTF received a total of
$2,011,056 in funding. The reduction in the FY96 allocation, and the somewhat lesser reduction in the
FY 97 allocations have substantially impacted the Federal Trust Fund Program. These reductions
reduced the ability to perform state-lead site assessments, remedial actions, and to provide alternate
water supplies to affected residents. The FTF is projected to receive $1,777,476 in FY98, which will
again limit the working abilities of the program.

North Carolina Commercial and Noncommercial Trust Funds

The Leaking Petroleum Underground Storage Tank Cleanup Act of 1988* established two separate
funds -- the Commercial Trust Fund and the Noncommercial Trust Fund. Both may reimburse owners
and operators of USTs for reasonable and necessary costs incurred as a result of environmental cleanup
actions and third-party liability claims.

Funding for the Commercial Trust Fund is generated through motor fuel and kerosene inspection tax,
excise taxes on kerosene and motor fuel sales and annual payment of tank operating fees. Owners and
operators of commercial tanks are required to pay annual tank operating fees. The owners/operators
of noncommercial tanks are not required to pay these operating fees. Annual kerosene and motor fuel
inspection tax is one source of revenue for the Noncommercial Fund. Beginning January 1, 1995, the
Noncommercial Fund also receives 3/32 of one-half cent of taxes on kerosene and motor fuel sales.**

The funding from the Commercial, Noncommercial and the EPA grant, enable the staff to:

-- record and track groundwater incidents;

-- register commercial USTs and manage a database and annual tank fee payment;

-- identify responsible parties;

-- provide technical assistance to tank owners and operators;

-- monitor site cleanup;

-- review site assessments and corrective action plans;

-- review reimbursement claim procedures;

-- manage contracts for cleanups designated as State lead;

-- inspect and monitor for land applications of contaminated soil;

-- identify and evaluate abandoned petroleum USTs; and

-- evaluate the effectiveness of Professional Engineers and Licensed Geologists to
certify closure of UST sites.

* General Statute (G.S.) 143-215.94A et.seq.
** House Bill (H.B.) 681 of 1993




DWQ has the authority to contract for the cleanup of leaking USTs if the owner or operator cannot be
identified or located, or if the owner or operator refuses to clean up the site. In such cases, the
Groundwater Section is authorized by General Statute to recover costs it incurs in a cleanup.

Income Status of the Cleanup Funds

The Commercial Fund receives approximately $28.5 million annually from: an inspection fee on motor
fuel and kerosene ($2.9 million); a portion of the motor fuels excise tax ($13.4 million); and annual tank
fees ($10.8 million). Interest on this account amounts to approximately $1.3 million, increasing the
annual revenue to $28.5 million. As of June 30, 1997, the fund has received a total of $184.2 million
since 1988.

The Noncommercial Fund receives its support from motor fuel and kerosene inspection tax ($2.9
million), and a portion of the motor fuels excise tax ($2.1 million). Including interest, the Fiscal Year
1997 revenue for the Noncommercial Fund was 5.6 million. As of June 30, 1997, the fund has received
a total of $35.9 million since 1988.

Disbursements of Clean-up Funds
From July 1988 through June 30, 1997, approximately $164.3 million was paid out of the Commercial

Fund and $22.6 million from the Noncommercial Fund for cleanups. The administrative costs for the
same period totals $14.4 million. Details on expenditures are covered in tables on pages 9 and 10 in
this report.



PART I

LIST BY DENR REGIONS OF DISCHARGES OR RELEASES OF ’
PETROLEUM FROM UNDERGROUND STORAGE TANKS

The table below lists the number of discharges or releases reported to the Division of Water Quality
Regional Offices since the Leaking Petroleum Underground Storage Tank Cleanup program began in
1988.

DISCHARGES OR RELEASES REPORTED BY REGION
JANUARY 1, 1997 - JUNE 30, 1997 AND
JULY 1, 1988 - JUNE 30, 1997

REGIONS 1/1/97 - 6/30/97 7/1/88 - 6/30/97
Asheville 44 1,172
Fayetteville 25 693
Mooresville 198 2,203
Raleigh 79 2,076
Washington 53 1,376
Wilmington 59 649
Winston-Salem 139 2.513
TOTAL 597 10,682
Total reported releases where groundwater was impacted that 170
have been closed out
Total reported releases that have been closed out ' 2,415
Total remaining sites requiring remediation 8,267*
Estimated number of sites requiring remediation that are commercial sites** 7,027*

Estimated number of site requiring remediation that are noncommercial sites**  1,240*

*S.B. 1317 suspended activities at low priority sites until risk-based rules are implemented. This suspension of activities applies to 81 percent of the
sites. Certain types of remediation, such as free product, are still being required.
**Based on past data, approximately 85 percent of the reported releases are from commercial sites while the other 15 percent are from noncommercial

sites.
6 '



PART I

‘ ESTIMATE OF INCIDENT CLEANUPS OF NONCOMMERCIAL SITES
BY DENR REGION FOR THE PERIOD:
JANUARY 1, 1997 — JUNE 30, 1997

The cleanup process can easily extend over several years and the costs may vary greatly. An average cost of
$62,500 was used as an estimate of cleanup costs for noncommercial sites.

REGION INCIDENTS* TOTAL ESTIMATED

CLEANUP COST
ASHEVILLE 6 $ 375,000
FAYETTEVILLE 4 250,000
MOORESVILLE 30 1,875,000
RALEIGH 12 750,000
WASHINGTON 8 500,000
'WILMINGTON 9 562,500
‘ WINSTON-SALEM 21 1,312,500
TOTAL 90 $ 5,625,000

*Based on past data, approximately 15 percent of the reported releases are from noncommercial sites.
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REGION: Asheville

CLEANUPINT - 1,172
CLOSED OUT - 582

REGION: Fayetteville

CLEANUP INT - 693
CLOSED OUT - 154

REGION: Mooresville

CLEANUP INT - 2,203
CLOSED OUT - 363

REGION: Raleigh
CLEANUP INT - 2,076
CLOSED OUT - 391

*#KEY**

CLEANUP INT - site cleanup initiated

PART III

AND THE CURRENT STATUS
July 1, 1988 - June 30, 1997

Cleanups Initiated 10,682
Closed Out 2,415

SUMMARY OF COMMERCIAL AND NONCOMMERCIAL
CLEANUPS UNDERTAKEN BY TANK OWNERS OR OPERATORS

REGION: Washington

CLEANUP INT - 1,376
CLOSED OUT - 266

REGION: Wilmington

CLEANUP INT - 649
CLOSED OUT - 10

REGION: Winston-Salem

CLEANUP INT - 2,513
CLOSED OUT - 649

CLEANUP INT - 10,682
CLOSED OUT - 2415

TOTAL SITES NOT CLOSED OUT - 8,267*

CLOSED OUT - site cleanup has been completed

“Cleanup initiated” indicates that, at a minimum, a Regional Office has completed a Pollution Incident Reporting Form
(PIRF) describing the potential source of the contamination site.

*Cleanup activities at sites ranked CDE (low priority) were suspended by S.B. 1317 until risk-based rules are implemented. Suspension of activities
affected 81 percent of the sites. Some cleanup activities are still required such as the removal of free product.




PART 1V

STATEMENT OF RECEIPTS AND DISBURSEMENTS
COMMERCIAL FUND, NONCOMMERCIAL FUND
AND GROUNDWATER PROTECTION LOAN FUND

Commercial Fund i

The Commercial Fund is supported by a combination of a motor fuel and kerosene inspection fee, a motor fuel excise tax
and fees on commercial petroleum underground storage tanks. Effective January 1, 1993, the fee for each commercial tank
of 3,500 gallon or less capacity was $150; the fee for each commercial tank of more than 3,500 gallon capacity was $2235.
Effective January 1, 1997, based on Senate Bill 1317, the fee for commercial tanks increased to $200 for small tanks and
$300 for large tanks.

Noncommercial Fund
The Noncommercial Fund is funded by a motor fuel and kerosene inspection fee and a motor fuel excise tax.

The table below lists the receipts and disbursements for each fund from June 30. 1988 to June 30, 1997, by fiscal year.

RECEIPTS/DISBURSEMENTS FOR CLLEANUPS

FISCAL YEAR RECEIPTS DISBURSEMENTS
Commercial Noncommercial Commercial Noncommercial
FY 89 $2,337,685 $ 0.00 $ 14,768 $ 0.00
FY 90 5,773,632 2,905,035 : 79,080 0.00
FY 91 7,330,573 2,934,347 1,616,760 564,206
FY 92 13,484,008 3,018,344 4,409,229 2,143,155
FY 93 18,032,784 7,693,288 9,651,948 4,069,497
FY 94 24,438,966 3,404,086 22,904,802 2,012,312
FY 95 56,037,135% 5,194,725 37,405,510 2,900,368
FY 96 28,178,768 5,215,550 44,060,639 5,029,109
FY 97 28.564.034 5.587.781 44,163.273 5,924.799
TOTAL $184,177,585 $35,953,156 $l64,305,009 $22,643,446

* $30,443,994 was transferred from the Loan Fund



The administrative budget for the State Trust Fund is derived from the Commercial and Noncommercial
Funds. From 1989 to 1992, the legislature appropriated $1.2 million per year ($600,000 from each
fund) for administrative costs. In 1993, the appropriated budget was increased to $1.35 million
(8675,000 from each fund) with the addition of four inspectors to monitor contaminated soil and land
application sites.

In 1995, passage of S.B. 1012 increased the appropriations for the Commercial Fund by $2.1 million
to $2.775 million. Of this amount, $125,000 was appropriated to identify and evaluate the potential
health and environmental risks of abandoned petroleum USTs. In FY96, $150,000 was appropriated
to evaluate the effectiveness of the current practice of requiring Professional Engineers and Licensed
Geologists to certify closure activities associated with UST sites. The appropriated budget for the
Noncommercial Fund was also increased by $125,000 to identify and evaluate abandoned petroleum
USTs. Funds were also appropriated in the amount of $135,000 from the Commercial Fund to the NC
Department of Agriculture for 1995-96 and $90,000 for 1996-97 to support additional inspector
positions to perform annual leak compliance inspections at commercial retail outlets.

ADMINISTRATIVE EXPENDITURES

FY 1989 - 0.00
FY 1990 - $402,509
FY 1991 - $1,095,190
FY 1992 - $1,034,442
FY 1993 - $1,203,373
FY 1994 - $1,388,847*
FY 1995 - $1,332,540
FY 1996 - $3,106,316
FY 1997 - $3,424,482

TOTAL $12,987,700
FUND BATLANCE AS OF June 30, 1997

Commercial - $11,697,153.74
Noncommercial - § 8,496,430.03

*The Division of Fiscal Management allowed the Groundwater Section's Pollution Control Branch (PCB) to go over budget to cover the 13th month
of salary. This was allowed because in previous years PCB had not expended the full allotment. This was an effort by the General Assembly to
have state employees' June paychecks returned to the distribution date of June 30, of each fiscal year, as opposed to July 1.
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GROUNDWATER PROTECTION LOAN FUND

The Groundwater Protection Loan Fund revenues were provided by a 1/4-cent per gallon tax on
motor fuel, to be collected from January 1, 1992 through December 31, 1994.

The Groundwater Protection Loan Fund Rules became effective on December 1, 1992. Eleven
North Carolina banks signed on to administer the loan program. As of June 30, 1995, four loans
totaling $1,228,350.50 had been closed. Loans had to be funded by June 30, 1995. After June 30,
1995, remaining funds were deposited into the Commercial Fund. Loan repayments are deposited

into the Commercial Fund.

1992 (Jan - Jun)
1992 (Jul - Dec)
1993 (Jan - Jun)
1993 (Jul - Dec)

1994 (Jan - Jun)

1994 (July - Dec)

1995 (Jan - Jun)
1995 (Jul - Dec)
1996 (Jan - Jun)
1996 (Jul - Dec)
1997 (Jan - Jun)

TOTAL

* $22,866.39 received for repayment of loans

RECEIPTS
$ 4,043,320.91
5,214,191.10
5,158,260.37
5,619,051.10
5,772,462.24
5.214,423.02
1,516,210.08*
0
141,390.85
33,572.18

45,627.72

$32,758,509.57****

** $31,288,889.72 was transferred to the Commercial Fund.

*** Amount transferred to the Commercial Fund in September 1995.

***++$28,045.44 was received for interest on loans, and $37,758.97 was received for repayment of loans during the period July - December 1995 but
reflected in the receipts for the Commercial Fund.
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DISBURSEMENTS

0
0
$ 1,346.87
0
207,975.50
0
32,299,918.51** -
28,677.94%**
0
0

0

$32,537,918.82



PART V

CLAIMS AGAINST THE TWO CLEANUP FUNDS ‘

Claims against both the Commercial and the Noncommercial Funds are administered on a "first
come-first served" basis. The following is a statement of all claims received through June 30, 1997,
for reimbursements from the Commercial and Noncommercial Leaking Petroleum Underground
Storage Tank Cleanup Funds (see Table I, Page 14).

These claims only include costs claimed to date and should not be taken as the total costs for
cleanup. Costs claimed range from site assessment to complete cleanup.*

Commercial Fund and Noncommercial Fund

As of June 30, 1997, there were 8,267 open underground storage tank sites requiring additional
cleanup before closure can be accomplished. Of those sites, the DWQ estimated that 7,027 (85
percent) of the releases are from commercial underground storage tanks. An estimated 20 percent
(1,405) of these releases from commercial USTs will not reach the prescribed deductibles, which
ranged from $20,000 to $75,000, therefore, the DWQ expects claims from the Commercial Fund to
be submitted for 5,622 of the currently known commercial sites (see Table I, Page 14).

As of June 30, 1996, owners/operators of tanks had submitted claims for reimbursement
representing only 25.3 percent of the 10,682 releases reported -- 1,877 from the Commercial Fund
and 828 from the Noncommercial Fund.

Cleanup Costs

Limited information is available concerning final cleanup costs per site, making projections of the
total claims against the funds difficult. Cleanup costs vary from one site to another depending on
soils, hydrogeological conditions, cleanup levels and the effectiveness of the remediation
technology.

Determining a "typical” cleanup cost is calculated by drawing upon the experiences of others.
DWQ estimates an average cleanup cost of $125,000 for each commercial site, based upon two key
studies -- a study by Environmental Information, Ltd., Minneapolis, Minnesota,** and one by the
University of Tennessee.*** ’

* H.B. 1222 (Session Laws of 1991, ¢.538) excluded tank removal costs from coverage as of January 1, 1992 for commercial USTs and as of July
3, 1991 for noncommercial USTs.
** “The Underground Storage Tank Market: Its Current Status and Future Challenges.” Environmental Information, Ltd., Minneapolis, Minnesota.
**#* “Underground Storage Tanks: Resource Requirements for Corrective Action,” University of Tennessee, Knoxville, Tennessee.
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These two studies represent the best available statistical reports for comparison with the North
Carolina program. The Minnesota study reported that costs vary from $3 7,000 to $250,000 in 16
states it surveyed, with an average cost of $103,000. The more detailed Tennessee study pointed to
average costs of $175,000 for 1990, but it stated costs would decline steadily to about $78,000 by
the year 2000. That study pointed out that mandatory upgrading and replacement standards for
USTs, which went into effect in 1988, would result in far lower cleanup costs by the year 2000.

The DWQ uses an estimate cost of one-half the commercial cost of cleanup for the cost of cleanup
of a noncommercial site, or $62,500.

Leak Detection and Assessment

To use prevention rather than cure, the Groundwater Section of DWQ conducts inspections of UST
sites to ensure compliance with state regulations. That procedure shows promise of preventing
some of the damages caused by leaking USTs before they occur. Leak detection is one way of
identifying product loss before the release can contaminate large quantities of soil or reach the
groundwater, thereby reducing cleanup costs.

The Section continues to promote leak and spill prevention though compliance inspections and

outreach efforts. With the approach of the 1998 deadlines for the addition of corrosion protection

and spill/overfill prevention equipment to older USTs, outreach efforts have increased. The

Division instituted a Compliance Assistance Program for owners/operators of USTs. This program

allows the owner or operator to request a compliance audit of their facility by Division staff without

the threat of enforcement actions. As of June 30, 1997, a total of 619 educational visits had been
_performed.

Additional outreach activities performed during this period include a Owner/Operator Day co-
sponsored with the Petroleum Marketers Association in which over 600 people attended, four
additional public presentations, the publication and distribution of the first issue of the Groundwater
Section newsletter, and the completion of the Groundwater Section Webpage. Combined, these
activities set-up a means for the public to access information concerning UST issues.

The UST operating permit program, which started on January 1, 1996, was fully implemented by
October 1, 1996. As of June 30, 1997, there were a total of 10,798 active permits.
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TABLE I

LEAKING PETROLEUM UNDERGROUND STORAGE TANK CLEANUP FUNDS
FROM JULY 1, 1988 TO JUNE 30, 1997

Claims paid
Initial 50 percent of claims paid

Incidents denied totally
(ineligible)

Claims denied partially
(excessive or undocumented costs)

Claims pending

Contracted cleanups*
(actions undertaken or completed)

Anticipated claims for releases reported**

Claims paid
Initial 50 percent of claims paid

Incidents denied totally
(ineligible) -

Claims denied partially
(excessive or undocumented costs)

Claims pending

Contracted Cleanups*
(actions undertaken or completed)

Anticipated claims for releases reported**

COMMERCIAL FUND
NUMBER

7.879

3,088

22

5,486
636

110 sites

5,622%%*

NONCOMMERCIAL FUND
NUMBER

2,071

807

1,240
172

43 sites

1,240

COS]T
$159,332,998

$ 33,048,091

$ 2,143,725

$ 28,456,568
$ 12,580,654

$ 5,257,996

$535,409,000

COST

$20,549,081

$ 5,128,602

$ 52,188

$2,724,124
$ 2,304,596

$ 1493411

$ 55,270,000

*Effective July 19, 1993, H.B. 1061 mandated that the Commercial Fund pay for contracted cleanup costs resulting from commercial underground
storage tanks. Previously, all contracted cleanup costs were disbursed from the Noncommercial Fund. Subsequently, 20 cleanup sites have had

both noncommercial and commercial designations.
**Bascd on past data, it is estimated that commercial incidents represent 85 percent of the reported releases and noncommercial releases represent

the remaining 15 percent.

***1t is estimated that 20 percent of commercial releases will not reach the prescribed deductibles which range from $20,000 to $75.000.
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PART VI

ADEQUACY OF THE FUNDS
TO CARRY OUT THE PURPOSES OF
PETROLEUM UNDERGROUND STORAGE TANK CLEANUP

Commercial Fund

The number of reimbursement requests began rising in the summer of 1992 and continue to grow,
resulting in a backlog of claims awaiting review. Both the number of claims and costs of cleanups
are steadily rising.

InFY 1997, the motor excise tax deposited approximately $13.7 million a year; other funding
sources, including interest earned on invested funds and tank fees, produced another $14.8 million
for a total of $28.5 million.(see Table II, page 18).

With the commercial fund balance of $11,697,153 and claims pending of $12,850,654 on June 30,
1997, a negative working balance remained. The viability of the fund (using 1996 and 1997 figures
to project revenues and claims against the fund and how it influences the fund balance) is depicted
in Figure 1 (see Page 19 with explanation of amounts used on Pages 20 and 21). Predictions are
that the money in the fund will be depleted by the end of the calendar year.

S.B. 1317, enacted on June 21, 1996, addresses the solvency of the fund by introducing measures to
reduce cleanup costs and increase revenue to the fund. Assessment and cleanup activities at UST
sites categorized as low priority and with a ranking of “CDE” were suspended until risk based rules
are introduced. Work at high priority sites (ranked “AB”) will proceed and be reimbursed as before.
Certain cleanup activities at CDE sites will still be performed. These cleanup activities include the
removal of free product and actions to prevent further release or discharge of petroleum from an
UST. Presently, 81 percent of the UST sites are in category CDE and suspension of activities at
these sites will make a significant difference in cleanup costs. The total effect of the suspension has
not been reflected in the claims received during this report period. Since S.B. 1317 was enacted,
only 13.3 percent of the claims received were for work performed since the effective date of the
suspension. '

The average number of claims received per month since the suspension of activities is not
significantly less than before. However, the dollar amount of claims received per month after the
suspension of activities is 32 percent less than the dollar amounts received for the six months prior
to the suspension. This is not reflected in the actual monthly expenditure because DWQ staff was
diligently striving to reduce the backlog of claim and processed more claims than were received.

Effective July 19, 1993, H.B. 1061 mandated that the Commercial Fund pay for contracted cleanup
costs resulting from commercial underground storage tanks. Prior to this bill, all cleanup costs,
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regardless of the site, were disbursed from the Noncommercial Fund. A total of $5,257,996 has
been dispersed from the Commercial Fund for contracted state lead cleanups at 110 sites. Twenty
of these sites also had some dispersement from the Noncommercial Fund prior to the July 1993
amendment.

The increase of tank fees introduced by S.B. 1317 became effective on January 1, 1997. Since tank
owners/operators are invoiced using a quarterly billing cycle, this increase will only be fully
implemented by October 1997. In FY97, tank fees generated $10.8 million which is an increase of
$1.3 million from FY96. The amount generated from operating fees will be higher in FY98 when
all billing periods will include the increased tank fee charges.

The effects of S.B. 1317 on the future solvency of the fund has not been included in the projections
as illustrated in Figure 1 (Pages 19).

Noncommercial Fund

The Noncommercial Fund receives income from the kerosene and motor fuel inspection tax and
excise tax.

G.S. 119-18 (b) states that if the amount of revenue in the Noncommercial Fund at the end of a

month is at least $5 million, one half of the motor fuel inspection tax shall be credited to the

Commercial Fund and one half shall be credited to the Noncommercial Fund. If the amount of

revenue in the Noncommercial Fund at the end of the month is less than this threshold amount, all '
the tax shall be credited to the Noncommercial Fund.

For the past fiscal year, the income from the motor fuels and kerosene inspection tax portion of
Noncommercial Fund revenues was $2.9 million. The interest income was approximately
$555,000. Starting January 1, 1995 the fund has received 3/32 of one-half cent of taxes on kerosene
and motor fuel sales (motor excise tax). The excise tax has produced an income of approximately
$2.1 million for fiscal year 1997.

G.S. 119-18 (b) states that the costs of any cleanup shall be paid, to the extent funds are available,
from the following sources in the order listed:

1) Any funds to which the State is entitled under any federal program providing for the cleanup
of petroleum releases from underground storage tanks.
2)  The Commercial Fund or the Noncommercial Fund.

Claims and contract sites approved for reimbursement from the Noncommercial Fund 