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Good morning Chairman Derickson, Ranking Member Ashford, and members of the Finance
Subcommittee; I am Scott Nally, Director of the Ohio Environmental Protection Agency. [ am
very pleased to be here this morning, and I thank you for the opportunity to testify on
Governor Kasich’s budget proposal for Ohio EPA for fiscal years 2014-2015.

[ present to you today a fiscally responsible budget that will continue programs that protect
and improve Ohio’s environment, leverage information technology, and improve agency
efficiencies while promoting economic growth. During my past two years as director, I have
streamlined agency operations, expanded permitting options, increased compliance
assistance, and implemented an enforcement option to encourage timely return to
compliance. As I have stated before, [ strongly believe that we must strike a balance
between our role of protecting the environment while allowing for economic vitality and
development throughout the state. The budget I have proposed reflects the changes [ have
made and my continued effort strike the appropriate balance.

Budget overview

The Ohio EPA budget is primarily comprised of federal funds and fees paid by regulated

entities. For the proposed FY 2014, the percentage break down is: 23% federal funds, 65% state
fees (SSR), 5% General Revenue Funds (GRF) and the remaining 7% from predominantly state
general services fund.

As with the last budget I presented to you, Ohio EPA is again not seeking any fee increases in this
biennium budget proposal for FY 14-15. Also, as in the past, Ohio EPA receives very little General
Revenue Fund (GRF) dollars with one exception - the auto emissions testing program in the
Cleveland-Akron area. To be more transparent during this budget cycle, this budget proposes the
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same $10.9 million that historically has been transferred from the state GRF to an OEPA State
Special Revenue line item in a now more transparent OEPA GRF line-item.

Therefore, for FY 2014, Ohio EPA requests total funding of $202.7 million which is $20 million or
9.0% below FY 2013, and for FY 2015, Ohio EPA requests total funding of $205.8 million which is
$3.1 million or 1.5% over FY 2014 but still below the FY 2013 funding levels. The requested
budget will support 1,215 full-time equivalent positions (FTEs), a reduction of 57 positions
compared to our FY 2013 funded level. This reduction in staff reflects continued efficiencies and
an ongoing effort to live within our means, while providing value to our customers.

Highlights

You will notice that the current FY 2013 is $53.3 million or 31.5% over the actual FY 2012
budgeted amount, which shows a sharp contrast to our proposed FY 2014 /2015 request. [ would
like to explain briefly the apparent increase in appropriations for FY 2013. The current FY 2013
budget reflects several one-time increases. For example, a significant increase occurred when
OEPA absorbed the Diesel Emission Reduction Grant (DERG) program during the budget cycle and
the appropriation authority for FY 2012 was rolled forward into FY 2013. A similar accounting
scenario was used for ODNR’s litter/scrap tire recycling program which was transferred to Ohio
EPA in FY 2013 along with all outstanding grant obligations. We also had a one-time IT
controlling board request and lastly, a one-time increase in federal NRD (Natural Resources
Damages) and state monies for water restoration projects and landfill clean-up.

Comparing FY 2013 to biennium FY 2014, there are a few specifics [ would like to point out:

The Federal Special Revenue Fund Group has a reduction of 22.8%, which reflects a smaller
Natural Resources Damages (NRD) appropriation and the reduced DERG appropriation.

The State Special Revenue Fund Group has a reduction of 12%, which reflects eliminating
one-time obligations for water restoration projects, landfill cleanups and the litter and
scrap tire recycling grants transferred from ODNR, as well as vacant positions eliminated.

The Subsidies and Shared Revenue Account Category has a reduction of 32.7%. This
change captures reductions in both Federal and State Special Revenue Fund Groups for the
NRD and DERG programs, water restoration projects and the litter and scrap tire recycling
program transfer from ODNR.

The Hazardous Waste Clean-up line item 715623 was increased 19% which was offset by a
decrease in the Hazardous Waste Facility Management line item 715621 of 21.8%. This
reflects a transfer of funding from the Division of Materials and Waste Management
(DMWM) to the Division of Environmental Response and Revitalization to better reflect
work load.



The Drinking Water Protection line item 715651 was reduced 13.9%, but the Drinking
Water SRF (715669), Groundwater Support (715664) and Drinking and Ground Water
(715673) line items were increased to offset the reduction.

The Nonpoint Source Pollution Management line item 715641 was reduced 100% due to
being consolidated into a single federal fund (Water Quality Protection Fund 715684)
within the same program to allow for better flexibility in spending.

Budget language items

Ohio EPA is seeking very few legislative changes in this proposed budget. The proposal contains
changes to finalize last biennium'’s reconfiguring of three agency divisions into two, the Division of
Materials and Waste Management (DMWM) and the Division of Environmental Response and
Revitalization (DERR). In order to reflect the true allocation of work between the two divisions,
the current 50/50 split of a $1.00 solid waste fee is reallocated between the Hazardous Waste
Management Fund and the Hazardous Waste Cleanup Fund. This is not a fee increase. The new
split of the existing fee is 30/70 and the monies in those funds are reallocated as well to align
them with the costs of regulating hazardous waste facilities and cleaning up hazardous waste
sites. Also, the allowable uses under the Cleanup Fund are expanded to reflect the additional
cleanup work completed under DERR with the new division of labor between the two new
divisions.

As a side note, | would like to mention that a comprehensive review of the solid waste statute
(referred to as H.B. 592 from 1988) is currently being undertaken by my staff with input from all
external stakeholders. This review is taking into consideration all aspects of the current statute,
including solid waste fees collected by the state, the solid waste management districts, and local
health departments. Those discussions are still on-going and changes that result from that effort
will be included in separate legislation, possibly later in the year.

Furthermore, I am also proposing language changes in this budget that would provide Ohio EPA
with statutory authority to seek assumption of the Clean Water Act Section 404 permitting
program. Currently the U.S. Army Corps of Engineers conducts that review and Ohio EPA carries
out the separate 401 water quality certification process as a part of that permitting effort. I
propose to streamline that process by seeking 404 assumption from the Corps allowing Ohio EPA
to take the first steps towards that end. The goal is to streamline the permitting process for
projects that would impact waters of the state, and eliminate the confusion and delays that result
from having both Ohio EPA and the US Army Corps of Engineers/USEPA reviewing and
permitting these projects.

Lastly, the budget reflects several technical changes that include the consolidation of two federal
funds and two state special revenue funds to better manage spending authority and streamline



accounting. All the dollars going into and out of those funds will continue to be tracked separately
as required by state and federal law.

Other Program Issues of interest

While this budget does not contain specific language to the following programs, they have
received attention in recent months and [ would like to take this opportunity to discuss them
with you.

e The Water Resource Restoration Sponsor Program, known as WRRSP.

This program encourages the protection and restoration of the state’s highest quality
water bodies to meet Ohio’s water quality standards. The WRRSP began in 2000 as a
supplement to the Water Pollution Control Loan Fund program. Under the WRRSP,
sponsoring entities who receive a loan through the WPCLF to build or improve
wastewater treatment facilities or related infrastructure can designate some of the
money they would otherwise pay in interest to the state and redirect it to WRRSP
water resource restoration or protection project. The project may be implemented
by the sponsor or third-parties (park districts, conservancy restoration groups or
even other communities within the watershed). The loan recipient gets a reduction in
its WPCLF interest rates for sponsoring these projects, which results in additional
savings for the local ratepayers of the municipality or sewer district, along with an
improvement in Ohio’s water quality. For these reasons, sponsors welcome the
opportunity to participate in the WRRSP program.

Since the inception of the program, we have awarded 108 WRRSP projects totaling over
$150 million dollars. The projects include the removal of dams, restoration of streams, the
creation of enhanced riparian corridors, and the permanent protection of high quality
wetlands. We have also saved communities $350 million /year through the reduced
interest rates available to them through the WPCLF program. This program has benefited
communities and regions throughout the state, including the remnants of the Great Black
Swamp in the Toledo area, Old Woman'’s Creek and other critical wetlands along Lake Erie,
Northeast Ohio’s last remaining native brook trout streams, the State Scenic Stillwater
River in the Dayton area, Upper Mill Creek in Cincinnati, stream valley wetlands in
Southeast Ohio, dam removals on the Cuyahoga River, protection and enhancement of the
exceptional Chagrin and Grand rivers in Northeast Ohio, and, through a variety of local
partnerships, protection of significant portions of the State and National Scenic Darby
Creek watershed in Central Ohio, just to name a few.

e Diesel Emissions Reduction Grants (DERG)



Another program of interest is the DERG program which [ mentioned earlier in the context
of new programs at Ohio EPA. With the enactment of the last biennium budget, the
authority to oversee and evaluate the federal DERG grants was transferred from the
Department of Development/ODOT to Ohio EPA because of our direct connection with air
pollution emission sources and monitoring data. I assure you that it is my intention to
ensure fairness in the stewardship of the federal CMAQ funds. The primary focus is to
encourage the most cost-effective methods of emission reduction and to ensure equity in
the CMAQ eligibility guidelines. It is my intent to allow private sector fleets to be
reimbursed at the same rate as the public sector fleets for the early retirement of older,
more polluting diesel vehicles and their replacement with newer, cleaner diesel vehicles or
to vehicles that burn cleaner fuels such as compressed natural gas or propane. Replacing a
diesel vehicle with another diesel vehicle a few years early is the least cost-effective way of
reducing diesel emissions, and it is often difficult to determine whether the proposed
retirement is truly earlier than would normally be scheduled based on vehicle use and
maintenance records. Requests for Proposals are out now for the next grant cycle and these
priorities are reflected.

e MBE

[ would also like to briefly discuss Ohio EPA’s efforts to comply with the Minority Business
Enterprise requirements. Ohio EPA is working with the Department of Administrative
Services, Divisions of General Services and Equal Opportunity to plan for and increase
spending with Minority Business Enterprise (MBE) vendors in the upcoming biennium. We
are committed to purchasing competitively priced goods and services from MBE vendors
on DAS bid contracts and to seek MBE vendors for direct purchases of items that are not
available through DAS or other state sources like Ohio Penal Industries. Compliance with
this provision is a priority of the Governor and we have been making every effort to achieve
compliance.

Conclusion

In conclusion, I present to you a budget proposal that reflects responsible spending while allowing
us to continue our agency efforts to protect the State’s environment. As a peer once told me, we
are not simply just mere users of our natural resources but stewards for the next generation to
follow. As you review this proposal, please keep in mind that most line-item changes are simply
transfers from other line items to better reflect work load and thus net out in the end. Thank you
for your time. I am pleased to present this testimony to you today and welcome any follow-up
questions.



