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W e have audited the accom panying special purpose financial statem ent of the Underground 
Storage Tank Tru st Fund for the year ended June 30, 1996, as listed in the foregoing table of 
contents. This financial statem ent is the responsibility of m anagem ent of the Departm ent of 
Environmental Quality. Our responsibility is to express an opinion on the financial statement 
based on our audit. 

W e conducted our audit in acc ordance with generally accepted auditing standards and 
Governm ent Auditing Standards, issued by the Com ptroller General of the United States. 
Those standards require that we plan and pe rform the audit to obtain re asonable assurance  
about: w hether the financial statem ent is free of m aterial m isstatem ent. An audit includes 
exam ining, on a test basis, evidence  supporting the am ounts and disclosures in the financial 
statement. An audit also includes assessing the accounting principles used and significant 
estim ates m ade by m anagem ent, as well as evaluating the overall financial statem ent 
presentation. W e believe that our audit provides a reasonable basis for our opinion. 

As described in note 1 to the financial statement, the accom panying special purpose financial 
statem ent was prepared for the purp ose of com plying with Louisiana Revised Statute 
(LSA-R.S.) 30:2195.5 and is not intended to be a presentation in conformity with generally 
accepted accounting principles. 

In our opinion, the spe cial purp ose financial statem ent re ferred to above presents fairly, in all 
m aterial respects, the cash receipts, disbursem ents, and changes in balance of the 
Underground Storage Tank Trust Fund for the year ended June 30, 1996, on the basis of 
accounting described in note 1. 

W e have also issued separate re ports dated February 14, 1997, on internal control structure 
and com pliance  with laws and regulations as required by Governm ent Auditing Standards. 



UNDERGROUND STORAGE TANK TRUST FUND 
DEPARTM ENT OF ENVIRONM ENTAL Q UALITY 

STATE O F LOUISIANA 

Statem ent of Cash Receipts, Disbursem ents , 

and Changes In Balance 
For the Year Ended June 30, 1996 

RECEIPTS 
Bulk distribution fees 
Annual assessm ent fees 
Interest earn ings 

Total receipts 

DISBURSEM ENTS 
Claim s for reim bursem ent 

EXC ESS OF RECEIPTS OVER DISBURSEM ENTS 

TRA NSFER FRO M ENVIRONM ENTAL TRUST FUND 

CASH IN STATE TREASURY AT JULY I, 1996 

CASH IN STATE TREASURY AT JUNE 30, 1996 

The accom panying notes are an integral part of this statem ent. 

4 

Statem ent A 

$16,948,067 
125,199 
341,212 

17.414.478 

8.363.331 

9.051.147 

1,046,980 

3.428.022 

$13,526,149 



UNDERGROUND STORAGE TANK TRUST FUND 
DEPARTMENT OF ENVIRONMENTAL QUALITY 

STATE O F LO UISIANA 

Notes to the Financial Statement 
For the Year Ended June 30. 1996 

INTRODUCTIO N 

The Underground Storage Tank Trust Fund was established by Louisiana Revised Statutes 
(LSA-R.S.) 30:2194-2197' in response to the 1984 Subtitle I amendments to the Resource 
Conservation and Reco very ACt, which provided for the development and implementation of a 
com prehensive regulatory program for underground storage tanks containing petroleum and 
hazardous liquids. The underground storage tank program is a section within the Departm ent 
of Environmental Quality. All disbursements are handled by the department under the guidance 
of an Underground M otor Fuels Storage Tank Advisory Board that is co m posed of six m em bers 
as follows: the secretary of the Department of Environmental Quality or his designee, one 
member appointed by the secretary of the Department of Enviro nmental Quality to represent 
the Respond Action Contractor Com m unity, two m em bers appointed by the president of the 
Louisiana Oil M arketers Association, one m em ber appointed by the M id-Continent Oil and G as 
Association, and one mem be r appointed by the Bayou State Gasoline Retail Dealers 
Association. The m onies in the Undergro und Storage Tank Trust Fund are used to defray the 
cost to the State of Louisiana of investigation, testing, co ntainm ent, contro l, and clean-up of 
re~eases from underground storage tanks containing hazardous substances. There are 
approxim ately 23,500 tanks registered by the underground storage tank section. The section is 
staff~.~d by eight em ployees. 

SUM MARY O F SIGNIFICANT ACCO UNTING POLICIES 

A. BASIS O F PRESENTATIO N 

The accom panying financial statem ent has been prepared on the cash basis of 
accounting, with collections recognized when received and disburs em ents reflected 
when paid. As such, the acc om panying financial statem ent does not reflect the 
receivables and related payables associated with the activities of the trust fund. 

B. TRUST FUND 

The accom panying Statem ent of Cash Rece ipts, Disbursem ents, and Changes in 
Balance  is a special pre sentation intended to pro vide inform ation to com ply with LSA- 
R.S. 30:2t95.5. Accordingly, the statem ent does not nece ssarily present the financial 
activities of the trust fund in its entirety. 

The trust fund accounts for the pro ceeds of bulk distribution fees, annual assessment 
fees, and interest earn ed on investm ents that are legally dedicated to the Undergro und 
Storage Tank Trust Fund. 



UNDI'RGROUND STO RAG E TANK TRUST FUND 
DEPARTM ENT OF ENVIRONM ENTAL QUALITY 
STATE O F LO UISIANA 
Note~~~ to the Financial Statement (Continued) 

2. CASH 

RECEIPTS AND DISBURSEM ENTS 

Receipts  

Bulk distribution fees, annual assessm ent fees, interest earn ings, and transfers 
are  recorded when the receipts are deposited in the depository bank and 
classified by the state tre asurer's office. 

Disbursem ents 

Disbursements are made for (1) reimbursements to underground storage tank 
owners for the rehabilitation and rem ediation of sites contam inated by a leak 

from a registered tank and (2) payments to the third party who brings a claim 
against an owner because of dam ages sustained by a re lease into the 
underground or subsurface soils and who has obtained a final judgment in said 
action against an owner who is in substantial com pliance with the laws, rules, 
and regulations at the time the re lease occurred. LSA-R.S. 30:2195.4 pro vides 
the pro ce dures for disbursem ents fro m the trust fund. 

At June 30, 1996, cash is com posed of deposits with the state tre asury totaling $13,526,149. 
Cash balance s held and contro lled by the state tre asurer are secured from risk by the state 
treasurer thro ugh separate custodial agreem ents, and the risk disclosure s re quired by generally 
accepted accounting principles are included within the state's general purpose financial 
statem ents. 

BULK DISTRIBUTION AND 
ANNUAL ASSESSM ENT FEES 

Act 1014 of 1990 am ended LSA-R.S. 30:2195.3, effective Septem ber 1, 1990, and re quired the 
collection of a bulk distribution fee by the bulk fuel dealer based on a charge for each separate 
withdrawal of m otor fuel at a rate of $13.50 per 9,000 gallons. Act 176 of 1993, effective 
August 15, 1993, am ended LSA-R.S. 30:2195.3 to increase the bulk distribution fee by the bulk 
fuel dealer based on a charge for each separate withdrawal of motor fuel at a rate of $27 per 
9,000 gallons. Act 336 of 1995, effective June 15, 1995, am ended LSA-R.S. 30:2195.3 to 
increase the bulk distribution fee by the bulk fuel dealer based on a charge for each separa te 
withdrawal of m otor fuel at a rate of $72 per 9,000 gallons. Fees not re ce ived in a timely 
manner are subject to a late penalty of an additional 5 percent per month of the calculated fee 
that is not remitted. In addition, a fee not to exceed $275 per year per eligible underground 
m otor fuel storage tank storing new or used m otor oil is assessed to all owners of such tanks in 
accordance with LSA-R.S. 30:2195.3(B). Fees not received within 30 days after the due date 



UNDERGROUND STORAG E TANK TRUST FUND 
DEPARTMENT OF ENVIRONM ENTAL QUALITY 
STATE O F LO UISIANA 
Notes to the Financial Statement (Concluded) 

are subject to a late penalty of an additional 10 pe rcent per month of the assessed fee. The 
lata  pe nalty is calculated from the actua~ due date of the invoice. 

On an annual basis, all owners of registered tanks are assessed  a tank registration fee of $45 
for each ta nk. The revenue collected  from tank registration fees is deposited  to the 
Environmental Trust Fund as provided by LSA-R.S. 30:2195(B). 

Collection of the fee s cease when the unobligated balance  in the trust fund equals or exceeds 
$20,000,000. The fees are reinstated when the unobligated balance in the trust fund has fallen 
below $10,000,000 as provided by LSA-R.S. 30"2195.3(A)(10). 

TRANSFER FROM ENVIRONM ENTAL 
TRUST FUND TO UNDERGROUND 
STO RAGE TANK TRUST FUND 

The E~nvironmental Tru st Fund transferred $1,046,980 during the 1995-96 fiscal year, as shown 
on Statement A, to the Underground Storage Tank Trust Fund. LSA-R.S. 30:2195(C) states 
that at the end of each fiscal year, all m onies that were deposited into the Environm ental Tru st 
Fund from fees established by LSA-R.S. 30:2195.3(A)(1)(a) and (B) which remain unspent, 
including all accru ed interest, m ust be transferred to the Tank Tru st Fund. 

5. LITIGATIO N A ND CLAIM S 

At June 30, 1996, there  are five lawsuits pe nding against the Underground Storage Tank Tru st 
Fund. The attom ey for the Departm ent of Environm ental Quality has advised that it appe ars 
probable that the tru st fu nd will be  liable for three of the laws uits. The outcom e of the first 
lawsu'~ is less than $100,000 and the outcome of the other two lawsuits is unknown at this time. 
In the fourth and the fifth lawsuits, the agency's liability ca nnot be determ ined at this time. 
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W e have audited the special purpose financial statem ent of the Underground Storage Tank 
Trust Fund, a fund within the Department of Environmental Quality, for the year ended June 30, 
1996, and have issued our report thereon dated Febru ary 14, 1997. 

W e conducted our audit in accordance with generally acce pted auditing standards and 
Govern m ent Auditing Standards, issued by the Com ptro ller General of the United States. 
Those standards require that we plan and pe rform  the audit to obtain reasonable assurance  
about whether the financial statem ent is free of m aterial m isstatem ent. 

M an;igem ent of the Departm ent of Enviro nmental Q uality is responsible for establishing and 
maintaining an internal corttrol structure. In fulfilling this responsibility, estimates and judgments 
by m anagem ent are re quired to assess the expe cted benefits and related costs of internal 
control structure policies and proce dures. The objectives of an internal control structure are to 
provide m anagem ent with reasonable, but not absolute, assurance  that assets are safeguarded 
against loss from unauthorized use or disposition, and that transactions are executed in 
accordance with m anagernent's authorization and recorded propedy to perm it the preparation 
of the spe cial purp ose financial statem ent in accordance  with legal require m ents. Because of 
the inherent lim itations in any internal contro l stru cture, errors and/or irre gularities m ay 
nevertheless occur and not be  detected. Also, projection of any evaluation of the structure to 
future periods is subject to the risk that proce dures may become inadequate because of 
changes in conditions or that the effectiveness of the design and operation of policies and 
procedure s m ay deteriorate. 

In planning and perform ing our audit of the spe cial purpose financial statem ent of the 
Underground Storage Tank Trust Fund for the year ended June 30, 1996, we obtained an 
understanding of the internal contro l stru cture . W ith respe ct to the intern al contro l structure, we 
obtained an understanding of the design of relevant policies and proce dures and whether they 
have, been placed in ope ration, and we assessed control risk to determ ine our auditing 
procedures for the purp ose of expressing our opinion on the special purpose financial 
statement and not to pro vide assurance  on the intern al contro l stru cture . Accordingly, we do 
not express such an opinion. 

EXHIBIT A 
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W e noted certain m atters involving the intem al control structure and its operation that we 
consider to be reportable conditions under standards established by the Am edcan Institute of 
Certified Public Accountants, Reportable conditions involve m atters com ing to our attention 
relating to significant deficiencies in the design or operation of the intem al co ntrol structure that, 
in our judgment, could adversely affect the department's ability to record, process, summarize, 
and report financial data co nsistent with the assertions of m anagem ent in the special purpose 
financial statem ent, 

Failure to Audit Bulk O perators 

During the fisca l year ended June 30, 1996, the Departm ent of Environm ental Q uality - 
Underground Storage Tank Trust Fund (department) did not perform audits of the bulk 
ope rators' remittance  of motor fuel (gasoline, diesel, kerosene, and all aviation fuels) 
delivery fees. Louisiana Revised Statute (LSA-R.S.) 30:2195.5 requires the department 
to audit the bulk ope rators for the re m ittance of m otor fuel delivery fees. Considering 
the amount collected for motor fuel delivery fees dudng 1995-96 of $16.9 million, an 
audit function is needed to ensure that the appropriate delivery fees are rem itted to the 
departm ent. W hile the departm ent hired one intern al auditor in M ay 1996, the auditor 
did not audit any of the bulk ope rators as of June 30, 1996. 

Failure to audit the bulk operators' m otor fuel delivery fees m ay result in loss of revenue 
to the state and is a violation of Louisiana law requiring such audits. 

The departm ent should continue its efforts to establish an effective audit function for the 
audit of bulk operators' re m ittance of m otor fuel delivery fees. In a letter dated 
January 30, 1997, M r. Thom as G . Hagan, Unders ecre tary of the Departm ent of 
Enviro nm ental Quality, stated that the departm ent agre es with the finding and 
re com m endation and has re ce ntly hire d three additional internal auditors . The 
department is curre ntly in the pro ce ss of establishing audit proce dures to audit bulk 
ope rators and will dedicate at least one auditor full time to audit bulk facility operators . 

Untim ely Deposit of Checks 

The Departm ent of Enviro nm ental Quality - Underground Storage Tank Trust Fund 
(department) is not depositing checks on a timely basis nor charging a late penalty for 
delinquent fees. LSA-R.S. 49:308 require s state agencies to deposit all m oney 
imi~ediately upon receipt in the State Tre asury, and LSA-R.S. 30:2195.3(A)(7) and 
30:2195.3(B) requires that fees not rece ived within a ce rtain time after the due date be  
subject to a late penalty of an additional 5 or 10 percent per month depending on the 

EXHIBIT A 



UNr)ERG RO UND STORAGE TANK TRUST FUND 
DEPARTM ENT OF ENVIRONMENTAL QUALITY 
STATE O F LOUISIANA 
Internal Control Report 
February 14, 1997 
Page 3 

assessed fee. Proper cash m anagem ent practices and good intern al contro ls also 
require that receipts be deposited in a tim ely m anner to reduce the risk that the funds 
co uld be  lost or stolen or that irregularities co uld occur. 

Of 29 checks, totaling $169,397, examined by us, 20 checks, totaling $143,148, were 
deposited be tween 5 and 44 days after rece ipt. Also, 5 checks were rece ived betw een 
one to seven m onths after the due date, and no late penalty was charged as required by 
law. The total penalty that could have been assessed was $678. 

Failure to deposit checks in a tim ely m anner could ca use funds to be  lost without 
detection and could result in the loss of interest earn ings to the state. 

The departm ent should deposit checks rece ived im m ediately in the State Treasury . The 
departm ent should also assess a late penalty on fees not rem itted in a tim ely m anner as 
authorized by the statutes. In a letter dated January 30, 1997, M r. Thom as G . Hagan, 
Undersecretary of the Departm ent of Environm ental Quality, stated that the departm ent 
agrees with the finding and recom m endation. During the audit period, the departm ent 
had a shortage of pers onnel, which caused tem porary delays. The departm ent has 
since filled these positions, w hich will enable the departm ent to com ply w ith state and 
departmental policies, proce dures, and regulations. 

A m aterial weakness is a reportable condition in which the design or ope ra tion of one or m ore  
of the specific intern al control structure elem ents does not reduce  to a relatively low level the 
risk that errors or irregularities, in am ounts that would be m aterial in relation to the special 
purpose financial statem ent being audited, m ay occur and not be detected within a tim ely 
period by em ployees in the norm al course of perform ing their assigned functions. 

Our consideration of the internal co ntro l structure  would not nece ssarily disclose all m atters in 
the internal contro l structure that m ight be re portable conditions and, accordingly, would not 
necessarily disclose all reportable conditions that are also considere d to be m aterial weak- 
nesses as defined above. However, we be lieve that none of the reportable conditions 
described previously is a m aterial weakness. 

EXHIBIT A 
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W e have audited the special purpose financial statement of the Underground Storage Tank 
Trust Fund, a fund within the Department of Environm ental Quality, for the year ended June 30, 
1996, and have issued our report thereon dated February 14, 1997. 

W e conducted our audit in accordance with generally accepted auditing standards and 
Govern m ent Auditing Standards, issued by the Comptroller Genera l of the United States. 
Those standards require that we plan and pe rform the audit to obtain reasonable assurance  
about whether the financial statem ent is free of m aterial m isstatem ent. 

Com pliance with laws, regulations, and contracts applicable to the Underground Stora ge Tank 
Trust Fund is the responsibility of the departm ent's m anagem ent. As part of obtaining 
reasonable assurance  about whether the financial statem ent is fre e of m aterial m isstatem ent, 
we pe rform ed tests of the departm ent's com pliance with ce rtain provisions of laws, re gulations, 
and contracts. However, the objective of our audit of the spe cial purpose financial statement 
wa,,~ not to provide an opinion on overall co m pliance  with such provisions. Accordingly, we do 
not express such opinion. 

The results of our tests disclosed instances of noncom pliance  that are  re ported in Exhibit A of 
this re port concerning the audit of bulk ope rators and depositing of checks. Although not 
m aterial to the financial statement, they are re quire d to be re ported herein under Govern m ent 
Auditing Standards. 

W e, considered these instance s of noncom pliance  in form ing our opinion on whether the special 
purpose financial statem ent of the Undergro und Storage Tank Trust Fund, a fund within the 
Departm ent of Environm ental Q uality, is pre sented fairly, in all m aterial respects, in conform ity 
with the cash basis of accounting, and this re port does not affect our report dated February 14, 
1997, on that special purp ose financial statement. 

EXHIBIT B 
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This report is intended for the inform ation and use of the department and its m anagem ent. By 
provisions of state law, this report is a public docum ent, and it has been distributed to 
appropriate public officials. 

YYD:W M B:dl 

subm itted, 

Daniel G . Kyle, CPA, CFE 
Legislative Auditor 

EXHIBIT B 


