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Wyommg Wastewater Treatment
Facility Proves Unsuccessful

In 1973 a wastewater treatment facility was
designed principally to treat wastes from a
cheese manufacturing plant in the small Wyo-
ming town of Thayne. Today, the $1.15 mil-
lion failing facility partially treats only 106

sewage hookups in Thayne, while the cheese \

plant discharges its highly concentrated, un-

treated wastes directly into a local waterway.

The project also has been beset by such prob- 115815

lems as poor design, construction, and plant
operation; inadequate program and financial
monitoring by the Environmental Protection
Agency; and ineffective program management
by Thayne.

GAQ is making several recommendations
about the project’s financial activities.
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WASHINGTON, D.C. 20548

COMMUNITY AND ECONOMIC
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B-199267

The Honorable Alan K. Simpson
United States Senate

The Honorable Malcolm Wallop
United States Senate

The Honorable Richard B. Cheney
House of Representatives

As requested in your Pebruary 6, 1980, letter and subsequent
discussions with your offices, this report discusses the reasons
why the Thayne, Wyoming, wastewater treatment facility failed and
answers nine other questions you asked about the facility. The
report shows that no single entity caused the facility's problems
but each party contributed, particularly the local cheese company
that continued to overload the facility.

The report makes recommendations to the Administrator of
the Environmental Protection Agency about the prOJect s financial
activities.

As arranged with your offices, unless you publicly announce
its contents earlier, we plan no further distribution of this
report until 30 days from the date of the report. At that time,
the report will be sent to the appropriate congressional commit-
tees; the Director, Office of Management and Budget; and the
Administrator, Environmental Protection Agency. Copies will also
be sent to other parties upon request.

by

Henry Eschwege
Director
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REPORT OF THE U.S. GENERAL WYOMING WASTEWATER
ACCOUNTING OFFICE TREATMENT FACILITY
PROVES UNSUCCESSFUL

The Thayne, Wyoming, unsuccessful wastewater
treatment facility can best be described as

a case history in poor management by the Federal,
local, and private entities involved. The project
so far has been largely a waste of taxpayers'
money.

PROJECT MANAGEMENT PROBLEMS

The $1.15 million facility is now being used

by 106 sewage hookups in Thayne, while the cheese
plant--for which the facility was principally
designed--discharges its untreated wastes directly
into a local waterway.

Throughout its history, the facility has been
beset by problems.

--The spray irrigation system chosen for the proj-
ect was high-risk because it could ice up in
Thayne's harsh winters and needed a high level
of operation and maintenance.

--The cheese manufacturer, the Star Valley Cheese
Corporation, continually overloaded the capacity
of the facility to treat wastes, in one extreme
case 985 percent higher than its capacity.

--The project design had deficiencies. For
example, the water storage pond was too small,
as was the amount of land on which the treated
wastewater was sprayed.

-~The construction company that built the facil-
ity did a poor job. Liners of the storage
pond were improperly installed and the land
receiving the sprayed water was not properly
prepared. ‘

~-Operation and maintenance activities were
neglected.

~-Severe odor problems, particularly during
summer months, occurred because the cheese
plant had high discharge levels and the
system did not function properly.
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--allowed Thayne to use 34 percent of the modifi-
cation and repair funds for architectural and
engineering services, an amount far in excess
of the grant agreement; and

--may have overpaid construction, repair, and
modification costs by about $95,000. (See
p. 26 to 32.)

GAO did not comprehensively review all project
costs. Its limited review of construction and
engineering costs indicated, however, that a
comprehensive evaluation of costs is needed,
particularly of the engineering and construction
costs.

EPA regional officials stated that EPA would per-
form a final audit of the Thayne project and try
to recover any Federal funds that the audit shows
should be disallowed.

RECOMMENDATIONS

Because resolving Thayne's and Star Valley's
pollution problems is dependent on court and State
of Wyoming actions, GAO is not making any recom-
mendations about the treatment facility's opera-
tional problems.

On the financial management matters, GAO is
recommending that the EPA Administrator:

--Require the regional administrator for region
VIII to collect from Thayne the funds due
the Federal Government for the industrial
cost recovery payments Thayne collected.

--Require EPA's Inspector General to perform a
comprehensive and detailed audit of all costs
associated with the Thayne project. If ineli-
gible or unsupported costs are found, EPA
should recover these costs. (See p. 32.)

AGENCY COMMENTS

EPA, Thayne, and the Tudor Engineering Company
provided critical and explanatory comments on
this report. The Wyoming Department of
Environmental Quality chose not to comment
(see app. V). The Star Valley Cheese Corpo-
ration did not respond to GAO's request for
comments. The construction company went
bankrupt.
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--Most of the new construction items pro-
vided for in a $617,000 grant amendment
were never installed. (See p. 7 to 22.)

No single entity alone has caused Thayne's problems,
but each party contributed to the problems that
have led to the project's failure. The Environ-
mental Protection Agency (EPA) appeared to submit
to pressure from the State of Wyoming to approve

a treatment level far below the level EPA thought
was necessary. In addition, EPA inspected the
initial facility too early to detect the construc-
tion problems; $617,000 in additional Federal

funds had to be provided to try to correct the
problems. EPA's monitoring failed to detect that
most of the more recent construction work was not
being done and that grant funds were being used

for architect/engineering services in excess of
amounts allowed in the grant agreement. Further,
EPA should have required Thayne to limit the cheese
plant's discharge when it became evident that the
discharge was causing the treatment plant to
malfunction.

Thayne's problems began with its decision to
build a facility considered high risk by its
engineer. Thayne never was able to reach agree-
ment with the cheese plant to have it limit its
discharge into the treatment facility, even
though the cheese plant's high discharge levels
ultimately forced Thayne to cut off the cheese
plant 6 years after it began overloading the
system. Thayne also provided little control
over its architect/engineers; nearly 34 percent
of a $617,000 grant amendment was used for archi-
tect/engineering services that should have been
questioned by Thayne.

The Star Valley Cheese Corporation made no real
effort to reduce its discharge to a level com—-
patible with the treatment plant's design capa-
bility. Not until EPA issued a notice of viola-
tion against the company in March 1979 did the
company install pretreatment equipment; even
this action did not effectively reduce the high
discharge levels.

FINANCIAL MANAGEMENT PROBLEMS

Through lack of adequate monitoring, EPA

~-did not collect from Thayne and remit to the
U.S. Treasury more than $11,000 in industrial
cost recovery payments that were made by the
cheese company for using Thayne's system.
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In a May 14, 1981, letter (see app. II)
commenting on GAO's draft report, EPA said
that GAO's general conclusions were incorrect
and damaging to the interest of the Federal
Government, particularly GAO's reference to
EPA's responsibility for the failure of
Thayne's treatment facility. EPA said that
fundamental to the statutory scheme and EPA's
implementation of the program is the principle
that a muncipality that accepts a construction
grant is responsible for the administration
and successful accomplishment of the project.
GAO has considered EPA's comments and has
revised the report accordingly.

While GAO recognizes the responsibility of
grantees in the construction grant program,

it maintains that EPA must carry out a strong
oversight role over the grantees, particularly
small grantees such as Thayne, who are espe-
cially hard hit by pollution control require-
ments because of higher per capita costs and
lack of technical expertise.

EPA agreed to adopt the recommendations on
collecting the industrial cost recovery pay-
ments and to perform a detailed audit of all
Thayne project costs, as resources permit.

Thayne's and Tudor's comments and GAO's

evaluation of these comments appear in
appendixes III and IV.
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BOD - biochemical oxygen
demand

Crop cover

Effluent

Point source pollution

Sprayfield treatment
system

Storage lagoon

GLOSSARY

A measure of the amount of oxygen
consumed in the biological processes
that break down organic matter in
water. Large quantities of organic
waste (as in wastewater from a cheese
making plant) require large amounts
of dissolved oxygen. The more
oxygen-demanding matter, the greater
the pollution. The treatment pro-
cess 1s designed to remove the BOD
from the wastewater.

Grass and legume species irrigated
with wastewater from a sprayfield
treatment system.

A discharge of pollutants into the
environment, partially or completely
treated or in their natural state.

Sources of pollution that can be
readily identified, such as factories
and sewage treatment plants.

A land treatment process which adds
air to wastewater and exposes the
aerated water to light in a storage
pond. The water is then sprayed on
the land, which provides further
treatment by infiltration of water
through the pores or spaces of a
rock or soil.

A shallow pond, usually man-made,
where sunlight, bacterial action,
and oxygen interact to restore
wastewater to a reasonable state
of purity.’
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CHAPTER 1

INTRODUCTION

In 1972 concern over pollution spurred the Congress to
authorize a multibillion dollar grants program to help munici-
palities restore and maintain the chemical, physical, and
biological integrity of the Nation's waters. But when Thayne,
Wyoming, a small town with little technical expertise or
experience in wastewater treatment construction became involved
with Federal and State environmental agencies and with an
industry on which its economy depends a great deal, difficulties
occurred. This report discusses the many problems concerning
Thayne's wastewater treatment facility.

Located in the mountainous Upper Star Valley of Northwest
Wyoming, Thayne, with a population of 350, is about 60 miles
south of Jackson, Wyoming, and the Grand Teton Mountain Range.
Its location and altitude--almost 6,000 feet above sea level--
are subject to harsh winters with frequent below zero tempera-
tures and heavy snowfalls. Flat Creek and the Salt River both
flow near Thayne, and pollution of the two waterways has con-
cerned both the Environmental Protection Agency (EPA) and
Wyoming's Department of Environmental Quality (DEQ).

PROJECT HISTORY

The Thayne wastewater treatment project was designed to
stop pollution of Flat Creek and the Salt River. Although proj-
ect plans began in 1971, the pollution of these two waterways
had been occurring for years. Pollution was primarily attrib-
utable to Star Valley Cheese Corporation (SvCC)--a small,
locally owned cheese cooperative that was important to both the
economy of Thayne and the Star Valley. SVCC was discharging its
untreated wastes (from the conversion of milk to cheese) direct-
ly into these waterways. In contrast, the sanitary wastes from
Thayne were for the most part adequately treated by septic tanks
and were not causing a pollution problem.

As early as December 1957, the Wyoming Department of Water
Pollution Control began asking SVCC to control its discharge.
At that time, however, SVCC was financially troubled and could
not afford to treat its industrial waste as required by State
and Federal water pollution laws; thus, little was done to
correct the problem.

In response to increasing pressure from Wyoming's water
pollution control agency to treat its discharge, SVCC hired an
engineering firm in 1970 to study the problem. SVCC told
Wwyoming officials in August 1970 that it would have a sewage
disposal system operating within 2 years. However, SVCC's engi-
neering firm--citing the availability of Federal funding for
publicly owned wastewater treatment projects--suggested to the
company in March 1971 the possibility of joining Thayne to build
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The facility, however, d4id not always function properly be-
cause of design, construction, and engineering problems and
SVCC's continual overloading of the treatment plant. Odor prob-
lems caused numerous citizen complaints, and treatment opera-
tions ceased in the summer of 1978. 1In July 1978 Thayne was
awarded an additional $617,000~--$317,000 from EPA and $300,000
from the Economic Development Administration (EDA)~-1/ to
correct deficiencies in the existing system. However, it became
evident that SVCC's discharges would make the repaired system
inoperable, and on August 6, 1980, Thayne disconnected SVCC
from the treatment system after the two parties could not reach
any agreement on limiting SVCC's discharge. On November 15,
1980, the State of Wyoming filed a complaint against SVCC for
violating its discharge permit conditions.

Thayne is now using the facility to partially treat the
wastes from its 106 hookups.

PROJECT COST

As of September 30, 1980, payments from various sources to
Thayne for designing, building, repairing, and modifying the
Thayne treatment facility and collection system were $1.15
million. Thayne requested $80,600 as of September 5, 1980,
but EPA is withholding further disbursement pending a final
audit. The following table summarizes the payments and approved
grant amounts by each entity:

Percent Approved
of grant
Source Payments total amount
EPA $ 645,321 56 $709,000
EDA 261,256 23 300,000
Thayne a/166,743 14 N/A
Bond payment b/ 82,454 1 N/A
Total $1,155,774 100

a/Includes $130,000 from the Farmers Home Administration, Depart-
ment of Agriculture.

b/Represents a surety bond collection by Thayne for a contractor's
failure to complete the project. (See p. 30.)

1/EPA administers the EDA grant.



a project to treat SVCC and Thayne's combined wastes. In Decem-
ber 1971 SVCC and Thayne began negotiations to annex to Thayne
the land where SVCC was located for the purpose of obtaining
Federal funding for a combined sewer project. Negotiations were
successful; SVCC's land was subsequently annexed to Thayne in
1972.

To be eligible for Federal funds for a sewage treatment
system, Wyoming was required to certify that a system was needed
to either prevent water pollution or to correct a health hazard
caused by the existing system. 1In 1973 DEQ certified that
Thayne's septic system could potentially cause a health hazard.
EPA, DEQ, and Thayne officials told us that only two or
three septic tanks in the community were causing problems and
that repairs could have easily been made to correct these prob-
lems. Further, the septic system was not discharging into area
streams.

The State official who certified that the septic system
could cause a health hazard did not document his reasons for
the certification and is now deceased. Another DEQ official,
however, commented that DEQ probably "stretched the truth a
little" when it certified that the septic tanks posed a poten-
tial health hazard. Many local and State officials, as well
as the Wyoming congressional delegation, were aware of SVCC's
economic importance to the area and wanted a municipal system
that would be able to process SVCC's wastes. However, without
certification of Thayne's need for a treatment system, EPA could
not have funded the system.

EPA regional grant officials said that they approved the
project because of strong political interest in saving a finan-
cially ailing cheese company. Also, an EPA regional attorney
said that in 1972 and 1973 it was EPA's national policy to con~-
solidate municipal and industrial projects when possible.
However, he added that, in retrospect, perhaps EPA should not
have funded the Thayne project.

The system was funded in July 1973 when EPA provided a
$342,000 grant to build a sewage collection and sprayfield
treatment system capable of treating the combined wastes of
SVCC and Thayne. The project was estimated to cost $456,000.
In June 1974 EPA increased its grant to $392,000 as project
costs increased to $522,000.

As designed, 96 percent of the treatment plant's capacity
would be used by SVCC; Thayne would use the rest. Construc-
tion of the treatment facility and collection system started
in 1974; by February 1975 the treatment facility was treating
SVCC's wastes, and by the summer of 1977, Thayne's 106 sewer
hookups were completed. EPA granted 2 permits: one to SVCC to
discharge into the treatment plant and the other to Thayne
to discharge onto the sprayfield.



OBJECTIVE, SCOPE, AND METHODOLOGY

We conducted our review of the Thayne sewage project at the
request of Senators Alan K. Simpson and Malcolm Wallop and
Congressman Richard B. Cheney. Their February 6, 1980, letter
(see app. 1) asked us to review the history of the project to
determine what actually happened and to address nine guestions
that concern such matters as the need for the project, EPA's
approval of the type of project, the reasons for the project's
failure, and the economic effect on Thayne if SVCC were discon-
nected from the system.

To conduct our review, we visited the Thayne project several
times and held many discussions with a variety of agencies and
officials that have been involved with the project. We discussed
the project with the Mayor and clerk of Thayne, Wyoming; EPA's
region VIII enforcement and water division officials; and Wyoming's
administrator of the water quality division of DEQ and its staff
engineers. We also spoke with the president of Nelson Engineering
Consulting Engineers and Surveyors (the initial designer and
engineer), staff engineers of the Tudor Engineering Company
(the present engineers for Thayne), and the plant manager and
legal counsel of SVCC.

We examined various planning documents; inspection and
engineering reports and studies; town council minutes, and corre-
spondence maintained by EPA, DEQ, Thayne, and Tudor Engineering.

We obtained financial information relating to the costs of
the project from various sources including Thayne's town clerk,
Tudor Engineering officials, and EPA grants administration offi-
cials. We did not perform a comprehensive audit or review of the
project's financial position but relied on information developed
and provided by Wyoming's State examiner. We relied on Thayne's
requests for EPA funds to determine the projéct's costs, and we
made a limited evaluation of the project's construction and
engineering costs. EPA's Office of Inspector General has not
performed any audits of the Thayne project but has 1ssued a
critical report on the construction grants program. The report
entitled "EPA's Construction Grants Program—--Increased Over-
sight or Continued Waste?" was issued on March 31, 198l1. We
considered this report in our analysis of EPA's response to
our draft report.

We obtained information about the importance of SVCC to
Star Valley's economy from an economic study completed in 1974
by the University of Wyoming's Agricultural Extention Service,
the Wyoming Department of Economic Planning and Development, and
the Wyoming Department of Agriculture. Information about SVCC's
future plans was obtained from SVCC's plant manager.

Officials of five cheese companies, the United Dairy Industry
Assoclation's Research Incorporated, and the Whey Products Institute



LEGISLATION GOVERNING THE PROJECT

The Federal Water Pollution Control Act Amendments of 1972
(Public Law 92-500) and the Clean Water Act of 1977 (Public Law
95-217) are the two primary pieces of legislation affecting the
Thayne project. The 1972 act authorized EPA to make Federal
grants of up to 75 percent of the cost of designing and construc-
ting a municipal wastewater treatment facility. The 1977 act pro-
vided for Federal grants of up to 85 percent if the project
involved alternative and innovative technologies.

The 1972 amendments state that it is the policy of the
Congress to recognize, preserve, and protect the primary respon-
sibilities and rights of States to prevent, reduce, and eliminate
water pollution. EPA has transferred certain review and approval -
functions under the construction grant program to the States as
they are able to assume them. Such functions include reviews of
project plans and specifications, bid and contract documents, and
operation and maintenance manuals. EPA, however, is responsible
for ensuring that Federal regquirements are met by all grant
applicants.

Municipalities are responsible for planning, designing,
constructing, operating, and maintaining waste treatment facili-
ties. Most municipalities, especially the smaller ones, hire
consulting engineering firms because they do not have the engi-
neering capability to plan, design, and supervise treatment
facility construction.

The National Pollutant Discharge Elimination System, created
by the 1972 amendments, is the principal tool used to enforce dis-
charge requirements. Under the act, discharging any pollutant
into the Nation's waterways without a permit is illegal. Any
violation of the permit is a violation of the law, and the viola-
tor is subject to fines, imprisonment, or both.

All point sources dischargers (see glossary), including in-
dustrial treatment plants; municipal treatment plants; certain
agricultural, forestry, mining, and fishing operations; and other
commercial activities are required to obtain a permit. The permit
system is administered by EPA or an EPA-approved State program.
Permits in Wyoming are administered by DEQ.

Generally, a National Pollutant Discharge Elimination System
permit, which is issued for fixed periods not exceeding 5 years,
specifies (1) discharge limitations for specific pollutants or
substances, (2) schedules setting forth the type of actions
required and time frames necessary to comply with the discharge
limitations, (3) requirements for self-monitoring of wastewater
flows and of specified pollutants, and (4) periodic reporting
of plant compliance.



CHAPTER 2

HOW AND WHY THE

THAYNE FACILITY FAILED

The Thayne wastewater treatment facility was built in 1975
to stop pollution of nearby waterways by treating wastes gener-
ated principally by a cheese manufacturing plant located in
Thayne. Yet, more than $1 million and 6 years later, the treat-
ment facility sits basically idle, as the cheese plant discharges
its untreated wastes directly into Flat Creek. The project can
best be described as a case history in poor management by the
Federal, local, and private entities involved. The project so
far has largely been a waste of taxpayers' money.

Throughout its history, the facility has been beset by prob-
lems.

--The spray irrigation system chosen for the project was
high risk because it could ice up in Thayne's harsh winters
and needed a high level of operation and maintenance.

--SVCC continually overloaded the capacity of the facility
to treat wastes, in one extreme case 985 percent higher
than its capacity.

--The project design had deficiencies. For example, the
storage lagoon capacity was too small, as was the amount
of land on which the effluent was sprayed.

-~The construction company that built the facility did a
poor job. Liners of the storage lagoon were improperly
installed and sprayfield land was not properly prepared.

--The system's operation and maintenance was neglected.

--Severe odor problems, particularly during summer months,
occurred because the cheese plant had high discharge
levels and the system did not function properly.

-~Most of the new construction items provided for in a
$617,000 grant amendment were never installed.

THE 1972-1977 PERIOD:
THE SYSTEM INSTALLED
WAS A FAILURE

In 1971 Thayne hired Nelson Engineering of Jackson, Wyoming,
to do background studies for a treatment facility. 1In April
1972 Thayne authorized the firm to design a treatment system
capable of handling wastes from both SVCC and Thayne. In July
1972 Nelson Engineering proposed aerated lagoons, at an estimated
cost of $473,000, as the most economical way to treat the combined
wastes. However, at about the same time, an Idaho equipment
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gave us information on the uses of lactose, the relationship
between increased milk production and pollution levels, and general

dairy industry research.

We made no technical determinations about the design capa-
bility or capacity of the treatment plant. Rather, we relied on
information obtained by EPA and DEQ.



Further, DEQ strongly encouraged using a sprayfield irrigation
system because 1t was less expensive to construct and operate.

EPA approved the sprayfield system

In December 1972 Thayne applied to EPA for a grant to con-
struct the sprayfield irrigation system and included Nelson
Engineering's report. Before EPA's grant approval, DEQ also
reviewed the plans and specifications and concluded that the
sprayfield system would provide an effective and satisfactory
method of treatment.

In July 1973 EPA approved the project, which was designed
to treat 1,300 pounds of BOD (see glossary)--1,250 pounds (96 per-
cent) from SVCC and 50 pounds (4 percent) from Thayne, and provided
funds to construct it. Estimated project costs were $522,000; EPA
provided $392,000 to construct the collection system and facility,
depicted in the diagram on the next page. The diagram is a rough
representation of the facility. It is not drawn according to
scale and is meant to show the flow of wastewater through the
facility and the relationship of the parts to the whole facility.

EPA's approval process has been a point of controversy.
Thayne officials believed that EPA's approval of the project con-
stituted its assurance that the facility would work as designed.
EPA does not agree.

Section 203 of the Clean Water Act, as amended, states
in part that

"* * *pach applicant for a grant shall submit to the
Administrator for his approval, plans, specifications,
and estimates for each proposed project for the con-
struction of treatment works* * *_ "

EPA, in its implementing regulations, however, stipulates that
its approval of projects' plans and specifications is for
"administrative purposes only" and does not relieve the grantee
of its responsibility to design and construct a project that
will stop pollution in accordance with Federal laws. This means
in effect that EPA generally will review only the treatment pro-
cess proposed, and then only in a limited manner. It will
satisfy itself that components are properly sized to adequately
treat anticipated waste flows. EPA does not critically review
the electrical or mechanical aspects of a design, its structural
soundness, or the quality of the materials to be used. EPA
believes that these details are the responsibility of the design
engineer.

Before approving the design, EPA regional officials requested
that the wastewater receive 85 percent treatment before being
sprayed on the land. However, the past administrator of DEQ'S
Water Quality Division strongly disagreed with EPA. He stated that



company presented a spray irrigation method of sewage treatment
to Thayne and SVCC officials. Subsequently, Thayne's Mayor
instructed Nelson Engineering to consider this method of treat-
ment.

The sprayfield system was considered
risky by the design engineer

In December 1972 Nelson Engineering proposed a spray irri-
gation system for Thayne, but its report noted that it was a
high-risk system. The report pointed out that major factors
affecting such a system would be the weather, site selection,
and effective long-term operation and maintenance of the system--
all of which proved to be prophetic in the failure of the system.
Among the risks involved in selecting a sprayfield system, the
report warned, were the following:

~--Sprayfield irrigation is relatively new; however, given
proper design, a good site, and guaranteed high-level
operation and maintenance, the system can be an effective
and economical treatment method.

-~Weather conditions in Thayne are extreme; however, these
systems are reportedly operating successfully in Wisconsin
under similar conditions.

-~More sprayfield irrigation treatment facilities have failed
due to poor or unintelligent operation and maintenance than
for any other reason. It is absolutely necessary that a
public body considering the use of this method of treatment
be prepared to initiate and sustain the necessary action
to guarantee long—term operation and maintenance that the
system will require. Only with such willingness should
this system design be considered.

Although the records were not always available or clear as
to why the sprayfield irrigation system was selected over Nelson
Engineering's first proposal of aerated lagoons, the available
information indicates that Thayne wanted to cut costs. Although
SVCC officials alleged that EPA insisted that Thayne adopt the
sprayfield system, we could find no support for this contention.

The president of Nelson Engineering stated that the spray-
field system was adopted because

~--Thayne could not afford the aeration lagoon method of
treatment (which also would result in some minor discharge
into area streams),

-——the Federal Water Pollution Control Act and EPA encouraged
facilities that d4id not discharge into waterways, and

--land was eligible for EPA funding.



no valid engineering reason existed for this requirement and

that it would cause project costs to more than double. The
administrator consequently asked that the Wyoming Governor pres-
sure EPA to eliminate the requirement. The records do not clearly
tell what then happened; however, the design that EPA ultimately
approved provided for only 25 to 50 percent treatment of the
wastewater before it was sprayed on the land. A report prepared
by Thayne's current engineer (Tudor Engineering) after the project
experienced severe operating problems noted that this level of
treatment before spraying was not acceptable for a spray irriga~
tion system and consequently this decision was a contributing
factor to the resulting odor and sprayfield operation problems.

SVCC overloading problems

SVCC's overloading of the facility has been cited by most
parties as the primary reason why Thayne's treatment facility
failed. Although the facility began operating in January 1975,
we could find no records of any SVCC discharge tests until
July 1975. At that time, three DEQ measurements showed SVCC's
average organic discharge into the treatment facility to be
1,979 pounds of BOD, or 52 percent greater than the facility's
1,300 pound-BOD designed capacity.

Excess BOD amounts such as these measurements show can cause
problems. When BOD amounts are higher than the treatment facil-~
ity's capacity, a lower level of waste treatment occurs, the
facility may experience operation and maintenance problems, and,
ultimately, there is pollution to the receiving body of water or
land.

As facility problems became more evident, there was stepped-
up activity to measure SVCC discharges. For example, in November
1977 Tudor Engineering measured SVCC's discharge as high as
12,800 BOD, or 985 percent greater than the facility's designed
capacity.

Although we did not find any documents showing that Thayne
tried to limit SVCC's discharge between 1975 and 1978, Thayne
officials told us that the facility's operator frequently asked
SVCC officials to limit the discharge, but SVCC continued to
overload the system. DEQ issued a notice of violation and a
cease and desist order to SVCC in October 1975. SVCC continued
its discharge into Thayne's system, and DEQ took no further
action until 1978 when it tried to again limit SVCC's discharge.

Design deficiencies

Reports by EPA and Tudor Engineering, prepared after problems
with the facility became evident, identified the following design
deficiencies:

--The lagoon storage capacity was too small.
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the concrete aeration building, and unfinished construction
work. In July, DEQ inspected the project, confirmed the con-
struction problems, and requested an indepth EPA inspection.
EPA inspected the facility and collection system in September
1975 and confirmed the construction problems. The contractor
went bankrupt, and project construction stopped in Octocber 1975.

These problems led to operatiocnal difficulties. Reported
examples by EPA, DEQ, Tudor Engineering, and Booth Brothers
and Company (an Iowa engineering company Thayne hired to review
the project) include the following:

-~The sprayfield was laid improperly and sprayfield pipes
were not buried. As a result, with the onset of cold
weather, pipes ruptured and sprinkler heads froze,
adversely affecting the land treatment process.

--Rubberlike liners in the storage and treatment ponds
were improperly installed. With use, the liner in the
storage pond punctured and deteriorated and was sucked
into the sprayfield pumps.

--Thayne had problems retaining an operator for the facility,
and certain day-to-day maintenance activities were
neglected.

--The guidance manual needed to operate and maintain the
system was not available until 1 to 1-1/2 years after
operations began.

~-The automatic sprayfield controls did not work properly
and had to be manually operated. Also, the sprayfield
was not sprayed equally.

~--Scum that accumulated on the aeration and storage ponds
had to be scooped off manually, but this task was not
always done.

In their comments on our draft report, Thayne stated that
another reason for the system's failure was that virtually no
construction inspection services were provided by Nelson
Engineering during the initial construction of the facility.
We discussed with the president of Nelson Engineering the
extent of inspections his company performed. He said that for
a good part of project construction Nelson supplied a resident
engineer to monitor project progress.

Odor problems

A technical assessment report of the facility, which EPA
prepared at our request in September 1980, showed that the
construction and operation problems and the excessive industrial
discharge by SVCC combined to cause a severe odor problem.
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--The amount of land allowed for the application system was
inadequate.

--No provisions were made for the removal of sludge and
scum from the lagoons.

--The sprinkler heads selected were not made with wastewater
characteristics in mind.

Nelson Engineering, the system designer, disagreed that
there were design deficiencies and pointed out that the system
worked. A July 1978 EPA report prepared by the University of
Wyoming concluded that treatment did occur sometimes in excess
of the plant's design capacity, although odor problems became
severe. However, EPA officials believe some design oversights
occurred. In particular, they noted that the sprayfield design
did not include wastewater storage during unfavorable winter
weather conditions, which would have required a storage capacity
of about 150 days. Building the storage was economically
unacceptable to Thayne.

A September 1980 EPA report stated that Nelson Engineering's
sizing the facility at 1,300-BOD did not constitute a design
deficiency. EPA later told us that it was unreasonable to assume
that Nelson Engineering could have anticipated SVCC's excessive
discharge levels, given SVCC's past history of a static production
level and limited growth potential because of its poor financial
condition.

Nelson Engineering's 1972 report based the facility's
size on 4 weeks of flow measurements and five composite samples
of SVCC discharge samplings. It concluded that although pro-
duction would increase approximately 20 percent within a few
years, it assumed that the additional organic discharge from
increased production would be offset by improving the plant's
waste management procedures, such as water conservation. However,
in October 1975, when SVCC was sold to Masson Cheese Corporation,
SVCC increased its production threefold and changed the types
of cheese it made. Our discussions with several cheese industry
officials indicate that, while increases in production can pro-
portionately increase the organic discharge level, changes in
the types of cheese products made do not necessarily affect
organic discharge.

Construction defects
led to operation and
maintenance problems

wWwhen were serious construction problems detected? According
to DEQ's chronology of events, EPA inspected the project in June
1974, shortly after construction began, but noted no problems.
Neither EPA nor DEQ conducted any inspections during the follow-
ing 13 months. However, in June 1975, a citizen of Thayne com-
plained about 49 breaks in the sewer collection line, cracks in
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On July 24, 1978, Thayne was awarded the $300,000 EDA grant
increase. The EDA grant amendment showed that these funds were
to be used for project repairs and modifications that were ineli-
gible for EPA funding. It specified that EDA funds would cover
the following.

Item Amount
Sewer line inspection $ 25,000
Sewer repairs 100,000
Intake and control building modification 12,000
Existing lagoon modifications 36,000
Irrigation modification 35,000
Other (administrative, architectural, and
engineering fees and project inspection) 92,000
Total $300,000

Further, the EDA grant provided:

"That this grant amendment is adequate to fund correc-—
tion of any deficiencies in the existing facility and
that the cost of any subsequent modification of this
wastewater treatment works will be borne solely by

the grantee."

Changes for which grant
funds were provided did
not occur

According to Thayne officials and their records, EPA, which
administers the EDA grant, had paid about $536,000 of the $617,000
as of July 31, 1980. Yet, the Thayne system we saw during our
September 1980 visit differs considerably from the one described
by the grant amendments. In comparison with the initial system
(see p. 10), the only new features were two flow-monitoring
stations and added aeration capacity to the storage pond. Repairs
to the existing system were also made, as follows.

-~The collection system pipe was repaired. These repairs
cost about $85,000 and took 2 years to complete.

--The aeration pond was dewatered, regraded, and relined with
a rubberlike material.

-~-The storage pond was also dewatered, regraded, and relined
with a rubberlike material and aeration was provided.

--The pumps were cleaned and repaired; new sprayfield
controls were installed. A Tudor Engineering official
added that a screen was placed in the duct leading from
the storage pond.
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The Mayor of Thayne described the odor as a nauseating, sour-
milk smell, which resulted in numerous citizen complaints beginning
in the summer of 1976. The Mayor told us that it was the "last
straw," and in the summer of 1978, after about 3 years of operat-
ing the facility, Thayne stopped sprayfield operations.

THE 1978-1980 PERIOD:
ATTEMPTS TO DEAL WITH
PROBLEMS FAILED

In 1977, seeking solutions to the project's many problems,
Thayne dismissed Nelson Engineering and hired Tudor Engineering.
In August 1977, Tudor provided Thayne with a "Sewage System
Improvements and Engineering Evaluation and Feasibility Report,”
which outlined the basic problems as odor and high maintenance
and operation costs resulting from freezing during the winter
months. Tudor cautioned Thayne that the report was based on
a short-term investigation and that, as circumstances developed,
minor refinements to it would be made. However, the report noted
that the basic concept of dealing with the plant's problems and
the cost estimates were adequate for decisionmaking and funding
purposes.

Tudor's report estimated that the modifications and repairs
would cost $592,000 and would include the following:

Estimated
Major construction items cost

Install pretreatment facility, including
biological reactor, clarifier, and controls $250,000

Construct high-rate percolation beds 45,000
Repalr existing lagoon liner 25,000
Modify existing intake and control building 12,000
Provide partition for existing lagoon 11,000
Repair and rehabilitate existing sewer
lines 100,000
Clean and inspect sewer connection
lines 25,000
Nonconstruction costs 124,000
Total $592,000

In September 1977 Thayne applied for $617,000 in Federal
funds: $317,000 from EPA and $300,000 from EDA. EPA approved
the $317,000 grant increase on December 28, 1977, increasing
its total funding to $709,000. The EPA grant amendment described
the project as providing:

"Sewage collection and treatment facilities to include
aerated lagoon, biological reactor, high rate percolation
beds, landscaping, chlorination facility and irrigation
system."
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--In September 1978 DEQ recommended to the Mayor of Thayne
that Thayne and SVCC agree on specific limitations on the
flow and organic discharge to the project. In November
1978 the Mayor notified SVCC officials that this agreement
was needed. Since that time, Thayne and SVCC held numerous
discussions and exchanged correspondence, but an executed
agreement was never reached.

-—-In February 1979 DEQ suggested a format for such an agree-
ment.

--In March 1979 EPA issued a notice of violation citing SVCC
for excessive discharge to the treatment plant. This notice
ordered SVCC by May 1979 to (1) take necessary actions to
bring its discharge into compliance with its permit and EPA
regulations and (2) develop a plan for treating its waste-
water to a quality and quantity acceptable to Thayne offi-
cials (this plan was also to specify a BOD limit on SVCC's
discharge to the Thayne system).

--In April 1979 DEQ again informed Thayne that an agreement
to limit its discharge was needed under its permit and
ordered Thayne to submit a draft agreement before May 10,
1979.

SVCC's counsel responded to EPA that SVCC intended to install
evaporation equipment to pretreat its discharge to the treatment
facility to approximately 2,000 BOD. He added that SVCC woula
be in full compliance by September 1, 1979. EPA accepted this
schedule of compliance. However, SVCC did not reduce its dis-
charge level, although it installed evaporation equipment to
pretreat its discharge to Thayne. For example, samples of SVCC
discharges that Tudor took from September to October 1979 showed
3,600~-BOD per day discharges from SVCC and samples DEQ took in
March 1980 showed 5,100-BOD discharges per day-.

Operations cease

Because all attempts to limit SVCC's discharge had been
unsuccessful and because Thayne was eager to resolve the SVCC
dischargye problem, EPA, DEQ, Tudor Engineering, and Thayne
officials held an August 1979 meeting to determine their course
of action. Two options were presented. The existing system
could be used for the town only and SVCC could take care of
its own wastes or a facility could be built to treat their
combined wastes. According to memorandums of this meeting:

--EPA would support expanding the existing facility from
1,300-BOD to 2,000-BOD but would limit SVCC to a maxi-
mum of 1,750-BOD. Construction to treat more than
1,750 BOD from SVCC could not receive EPA funding. An
EPA regional attorney later told us that support did
not necessarily mean financial support and that how a
2,000-BOD facility would be paid for was not discussed.
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--Two flow monitoring stations costing $35,000 were con-
structed.

Although some repairs and modifications occurred, much
of what the additional funds were to accomplish had not been
done. Specifically, the biclogical reactor and high-rate perco-
lation beds were not built. Further, 34 percent of these funds
were used to pay Tudor Engineering for architectural and engineer-
ing services.

EPA is now withholding future payments until it makes a
final review of the eligibility of the costs incurred. The
additional payment requests made as of September 5, 1980, total
$80,600 and include $63,456 for construction and $17,144 for
engineering services.

A picture of uncertainty and confusion emerges between July
1978, when the additional $617,000 was provided, and September
1980, when most of the repair work was finally completed.
Although the $617,000 in Federal funds were provided to Thayne
to construct such items as a biological reactor and rapid infil-
tration beds, Thayne did not decide which items to construct
until December 10, 1979--1-1/2 years after the additional funds
were provided.

By this time, $175,000 of the $617,000 had already been
spent for engineering services. Tudor Engineering officials
stated that their services included analyzing the expected
organic discharge and developing several facility design schemes.
They added that, for their initial Augqust 1977 proposal (p. 14},
they had to rely on the data available at the time to estimate
the facility's organic load. Because controversy arose over the
prior data's accuracy, they conducted additional tests on SVCC's
discharge and developed two flow schemes in March 1978. One
scheme was for a facility with a 2,000-BOD capacity and cost
$759,000. The other scheme was for a facility with a 12,900-BOD
capacity. At an estimated cost of $2.2 million, it would treat
the equivalent sewage of about 76,000 people. The records are
not clear as to the decisions reached in regard to the 12,900-BOD
facility scheme, but we assume that it was rejected because of
the expense. Tudor Engineering officials stated that the
2,000~-BOD scheme was predicated on SVCC's ability to control and
limit its discharge, since a discharge level that was too high
would destroy the system,

SVCC discharges continued
to overload the facility

After the facility ceased treatment operations in the summer
of 1978 and raw sewage was discharged into Flat Creek, EPA, DEQ,
and Thayne intensified their efforts to limit SVCC's discharge.
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On November 15, 1980, the State of Wyoming filed a complaint
against SVCC for violating the discharge permit conditions and
urged the court to fine SVCC $10,000 per day.

EPA officials were unaware of
the lack of construction work

Some EPA regional officials were not aware that the scope
of the project had changed or that much of the funds provided had
been used for a facility much smaller than envisioned by the 1978
grant amendment. The EPA section chief responsible for the Thayne
project informed us in March and April 1980 that (1) Thayne was
using the 1978 grant funds for a project with a 1,750~-BOD treat-
ment capacity, (2) biological reactors and rapid infiltration
beds were being constructed, and (3) the existing facility was
being rehabilitated. He added that the new construction work
would be completed by the spring of 1980 with the $317,000 in
EPA funds that had been provided. However, while visiting the
facility in April 1980, we learned that

--no biological reactors were being built and there
were no plans to build any,

--Thayne officials were negotiating a 300-BOD limit for SVCC
(including some allowance for SVCC's restaurant and
sanitary wastes) since the designed system capacity
forced such a limit, and

--rapid infiltration beds and additional storage ponds
could only be built if EPA provided an additional
$227,000.

Tudor Engineering officials informed us in September 1980
that after repairs, the facility's organic treatment capacity
would be about 450 BOD. However, when EPA and DEQ approved the
repair work in October 1979, the project capacity was set at
only 130 BOD. Because the facility's capacity had decreased
so dramatically after additional funds were provided to repair
it and because of the differences in BOD estimates, we asked
EPA regional officials to review the facility's technical capa-
bility. EPA reported in September and October 1980 the following
information:

~-~Overall, Thayne's ‘existing sprayfield system is capable
of treating, on a year-round basis, the initial organic
design level, that is, 1,300 BOD. However, Thayne's
lagoons could not handle such a loading level in the
event of sprayfield system equipment failure or adverse
weather conditions.
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--Thayne would reach a decision on alternatives by December
10, 1979, based on SVCC's ability to meet the 1,750~BOD
level and certain other reguirements.

~--Additional discharge sampling would be done because SVCC
had expressed concern that prior reports on its discharge
levels were inaccurate and that the proposed facility's
capacity (2,000 BOD) was overdesigned. 1/

~-Thayne would continue to give SVCC the opportunity to
join with the town for waste treatment purposes.

--Thayne would proceed in the fall of 1979 with system
repairs for the town's wastes only.

However , Tudor Engineering officials stated that, by the
August 1979 meeting, not enough funds were left to make the
changes to the facility as required by the most recent grant
amendments, or even to complete the work required so that the
system could be used for only the town.

Finally, on December 10, 1979, Thayne officials decided
that since SVCC would not agree to limit its discharge and
agree to pay for the additional costs of enlarging the system,
the most feasible action they could take would be to repair
and modify the existing project to accomodate only the town's
wastes,

In discussing the reduction in scope, an EPA regional
attorney stated that although changes in scope require written
approval from the regional administrator, this was not done
and the project was informally reduced in scope.

In March 1980 Thayne imposed a limit of 300 BOD on SVCC
and advised SVCC of this limit. Thayne also informed EPA that
an agreement regarding the discharge was being worked out with
SVCC; however, no agreement was reached.

Thayne officials told us that the community made numerous
attempts to negotiate a discharge rate with SVCC that would be
compatible with Thayne's treatment facility. The Mayor of
Thayne told us that SVCC gave the town promises but no action
and that the town council, concerned about an EPA-threatened
enforcement action, decided that the only course left to them
was to disconnect SVCC from the system, which they did on
August 6, 1980.

1/Additional tests conducted by Tudor Engineering during mid-

September to October 1979 showed that SVCC exceeded 1,750
BOD on 19 of 22 test days.
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While such treatment would not meet discharge permit requirements,
a DEQ official told us in January 1981, that the State has not
taken enforcement action because Thayne has applied to DEQ for a
modification to its discharge permit to allow for surface discharge
during the winter. DEQ is also considering providing Thayne with
funds to construct storage beds for use during the rest of the
year. In its comments on our draft report, Tudor stated that the
system adequately treats the wastewater generated by Thayne during
all but the coldest winter months,

Thayne's operational problems may not yet be over. The
repairs made to the collection system may not be adequate. A
Tudor Engineering official informed us that problems with the
collection system will persist and the leaks might get worse
over the life of the facility. He also said that the collection
system is in poor condition and if it failed dramatically, the
facility's treatment capability could be affected.

DEQ estimated that it would cost about $700,000 to adequately
repair the collection system. A DEQ official pointed out that
a more cost effective solution to Thayne's problem may be a
return to the use of individual septic tanks. He estimated the
complete installation and purchase of septic tanks to be about
$1,500 per house. Since there are 106 sewage hoockups in Thayne,
most of which are residential, a rough cost estimate of this
option is about $160,000, if all the homes need new septic systems.
This estimate may be high; many of the septic tanks previously
used by Thayne residents may still be functional.

In November 1980 the State of Wyoming filed a complaint
against SVCC for violating its discharge permit conditions.

CONCLUSIONS

Thayne's project history illustrates the types of problems
that can occur as a result of deficient management. NoO single
entity has caused Thayne's problems but no one party is blame-
less either.

EPA appeared to submit to pressure from the State of Wyoming
to approve a treatment level far below the level it thought
necessary. EPA was also unaware of the construction problems
until DEQ, acting on notification by a Thayne citizen of possible
construction defects, requested EPA to perform an indepth inspec-
tion 15 months after EPA's June 1974 inspection. Also, EPA's
limited review of the $617,000 grant amendment work did not
disclose that most of the new construction work was not being
done and that funds were being used for architect/engineering
services in excess of amounts budgeted in the grant agreement.
Further, EPA should have required Thayne to limit SVCC's
discharge when it became evident that the discharge was causing
the treatment plant to malfunction.
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-~-At the current level of repairs and with the current
storage capacity of the lagoons, the sewage project is
adequate to treat 130 BOD.

~-—-At the current level of repairs and with minor modifica-
tions, the sprayfield could treat 450 BOD, from both Thayne
and SVCC, provided the industrial discharge from SVCC was
greatly reduced and pretreated. Supplemental irrigation
water would probably be needed to maintain a healthy crop
cover on the sprayfield. Also, an additional 15 to 20 days
of wastewater storage capacity should be provided to allow
for equipment failures or adverse weather conditions. An
odor problem could continue to develop during the summer
months.

--If all sprayfield deficiencies were corrected (which would
require additional funding), the sprayfield would be ade-
quate to treat 1,300 BOD. However, 15 to 20 days of addi-
tional wastewater storage capacity would still be required
to allow for equipment failures and adverse weather. The
potential for odor problems would be high through the
summer months and would make the system unacceptable.

In October 1980 the EPA region modified its position that
the system was adeguate for year-round operation. EPA's regional
director of the water division informed us that EPA had learned
that the sprayfield system could not be used during the winter
months without serious concern for freezing and rupturing of the
sprayfield laterals. The director said that this problem resulted,
during the recent repair work, from installing sprayfield control
valves that did not allow the laterals to properly drain. Thus,
the water remains in the laterals between spray cycles and is sub-
ject to freezing during the winter. He added that, as initially
designed and constructed, the lateral control valves allowed the
lateral to automatically drain following each spray cycle. The
EPA regional director also informed us that the sprayfield control
valves were paid for with EDA funds and were installed at the
direction of Thayne's engineer.

As a result of this latest development and the evaluation
EPA conducted, EPA's position is that Thayne should install, at
no expense to EPA, sprayfield laterals that would rapidly drain
following each spray cycle and should also operate the sprayfield
year—-round for only the town's wastes. EPA expects Thayne to
operate the facility in this matter or to install some other
facility (that does not discharge waste into local waterways)
without further EPA financial aid. If Thayne refuses to meet
EPA's expectations, steps will be taken to recover EPA construc—
tion grant funds.

However, Thayne decided against operating the entire system

during the 1980-81 winter season. It used the treatment facility
only to aerate the wastes before discharging them into Flat Creek.
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EPA COMMENTS AND OUR EVALUATION

In a letter dated May 14, 1981 (see app. II}, commenting
on our draft report, EPA objected to our conclusion in the draft
report that because EPA is responsible for assuring the need for
the facility and the fiscal integrity and quality control over
the construction grants program, it bears the ultimate respon-
sibility for the failure of Thayne's treatment facility. EPA
said that this conclusion is premised upon a serious misunder-
standing of the basic philosophy underlying EPA's wastewater
treatment works construction grants program. Fundamental to
the statutory scheme and EPA's implementation of the program is
the principle that a municipality that accepts a construction
grant is responsible for the administration and successful
accomplishment of the project. A municipality's failure to
complete a grant project constitutes a breach of the grant
agreement that will disqualify costs for grant funding.

EPA stated that by concluding that it is ultimately respon-
sible for a grant project's failure, the draft report severely
undercuts EPA's efforts to make clear to municipalities that
they are primarily responsible for the successful completion of
grant projects. EPA added that, clearly, this is contrary to the
Federal Government's interest in maintaining clear lines of
responsibility and in holding grantees accountable for how they
spend Federal grant funds. Specifically, EPA said that our
conclusion may jeopardize EPA's efforts to hold municipalities
accountable for project failures and responsible for compliance
with the Clean Water Act. EPA also stated that the draft report
encourages municipalities to neglect their project management
duties.

Our conclusion in the draft report that EPA was ultimately
responsible for the failure of the Thayne project was based on
EPA's broad responsibility for abating water pollution nationally.
We have considered EPA's comments and have revised the report
accordingly.

We recognize that EPA regulations state that municipalities
are primarily responsible for the successful completion of their
projects and are accountable to EPA if the projects fail to
meet their intended purposes. But EPA also has a clear over-
sight role that it must prudently exercise. EPA's role stems
from its basic responsibility for abating water pollution and
as the Federal Government's agent in disbursing Federal funds.
We do not advocate, as EPA's comments suggest, that EPA perform
a duplicative function for approving plans and specifications
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Thayne, as grantee, is responsible for administering and
successfully accomplishing the project. 1Its failures were many,
beginning with its decision to build a facility considered high
risk by its engineer. It never was able to reach agreement with
SVCC to have it limit its discharge into the treatment facility,
even though SVCC's high discharge levels ultimately forced Thayne
to cut off the cheese plant from the system 6 years after SVCC
began overloading the system.

SVCC made no real effort to reduce its discharge to a
level compatible with the treatment plant's design capability.
Not until EPA issued a notice of violation against the company
in March 1979 did SVCC install pretreatment equipment, which
failed to work effectively because of continued high discharge
levels.

EPA must now take decisive action to resolve the problems
that still exist. DEQ's suit against SVCC will probably result
in a consent decree requiring SVCC to a schedule of compliance
specifying certain actions to resolve its pollution problem.
EPA would then have to closely monitor the adequacy of DEQ's
enforcement of the compliance schedule to ensure that SVCC has
taken the actions the schedule requires.

Regarding Thayne's current discharge, DEQ will be testing
it to determine whether it exceeds State pollutant levels. If
the level is exceeded, EPA can take several actions. It could
require Thayne to operate the existing system. This action would
involve considerable additional funds to repair the sprayfield
and storage lagoons, build rapid infiltration beds, repair the
collection system, and operate and maintain the system year
round. Besides the high cost to repair and modify the existing
system, this option has the additional drawback of the continuing
operation and maintenance costs, which Thayne may not be able
to afford without the user charge payments it once received
from SVCC. There is also the additional risk of trying to repair
a facility with a history of problems.

Another option that could be considered would involve aban-
doning the existing system and returning to a septic system
Thayne once used. Section 201(h) of the Clean Water Act of 1977
provides for Federal financial assistance for a septic system
for individuals when certain conditions are met. As we pointed
out in our November 3, 1978, report entitled "Community-Managed
Septic Systems—-—A Viable Alternative to Sewage Treatment Plants"
(CED-78-168, dated Nov. 3, 1978), septic systems are environ-
mentally sound, technologically feasible, and cost effective.

Because resolving Thayne's and SVCC's pollution problems
is dependent on court and DEQ actions, we are not making any
recommendations about the treatment facility's operational
problems.
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controls relying primarily on the actions of third parties to
properly perform and administer grant projects with only limited
EPA or State oversight have resulted in significant amounts of
waste, abuse, and mismanagement. Priority must be given to
directing that resources be expended for increased project

review and oversight.
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or inspecting construction work. These functions belong to the
grantee or its architect/engineer. Rather, EPA should assure
itself, before it disburses Federal funds, that a potential
grantee has the management and financial capability to effec-
tively carry out a construction grant project and that during
construction, the grantee's inspectors are adequately monitoring
construction progress in accordance with the approved design.

Oversight is particularly important to small communities
such as Thayne, where the sometimes harsh economic and social
consequences of meeting Federal standards for pollution control
requirements hit especially hard because of higher per capita
costs and a lack of technical expertise. Our report on this
subject entitled "EPA Should Help Small Communities Cope With
Federal Pollution Control Requirements" (CED-80-92, dated May
30, 1980) delineated the small communities' problems. The
Thayne project had similar problems, such as the lack of engi-
neering expertise at the local level.

The need for significant improvements in oversight proce-
dures and controls was highlighted in an EPA Office of Inspector
General report dated March 31, 1981. The report consolidated
the results of special EPA investigative work and other EPA
and GAO reports on the construction grant program. The report
noted major deficiencies in virtually every aspect of project
administration.

"l. Grants were awarded to grantees who were not
ready to proceed and who did not have the tech-
nical or administrative expertise to properly
manage the project.

2. Deficient work by consulting engineers and con-
tractors has permitted the building of treatment
works which were poorly planned and inadequately
constructed at excessive costs to the public.

3. EPA and State reviews were not sufficiently
comprehensive to identify significant deficien-
cies in design, plans and specifications, con-
struction, or management of grant projects.

4., Even in those instances where EPA was aware
of significant problems, Agency officials
frequently did not effectively deal with these
problems in a timely manner.”

The report stated that by allowing such weaknesses to exist,
EPA has created a climate in which waste and abuse thrive and
little is done to protect the public interest. Efforts to ‘
administer the program with limited resources and major emphasis
on grant award and payment have been a failure. Systems and
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Thayne collected $34,256 in industrial cost recovery pay-
ments from SVCC during the period February 1, 1975, through
July 31, 1979, when Thayne suspended further collection of SVCC's
payments. (We did not evaluate whether the payments were reason-
able.) We calculated that Thayne collected $22,202 from SVCC
through December 27, 1977, of which $11,101 plus interest should
have been remitted to EPA. However, as of mid-September 1980,
Thayne had not sent EPA any of the amount collected. Thayne offi-
cials said that they were aware that these funds were due the
U.S5. Treasury and have set the funds aside for that purpose.
However, they told us that without some sort of payment request,
they were reluctant to pay EPA.

EPA does not request grantees to remit the industrial cost
recovery payments. Also, EPA's project officer for Thayne told
us that the region does not have the resources to keep track
of who does or does not remit these payments.

PROBLEMS WITH ARCHITECTURAL/
ENGINEERING FEES

EPA needs to (1) determine whether Tudor Engineering's fees
were reasonable and (2) have better control over the payment of
these fees.

Architectural/engineering
costs appear high

The architectural and engineering fees paid to Tudor Engineer-
ing appear high when compared with fees normally paid for engineer-
ing services. EPA and DEQ officials stated that engineering serv-
ices on sewage projects normally run 8-10 percent of the total
construction cost but could be as high as 15 percent. However,
since Tudor Engineering began engineering work for repairing and
and modifying the project, it has been paid $212,000, or about 34
percent of the total estimated costs during that period. As of
September 5, 1980, Tudor Engineering had requested payment of
another $17,144. 1In contrast, Nelson Engineering (Thayne's first
engineers) received about $38,000, or 7 percent, of project costs.

Both EPA and DEQ officials agree that Tudor's fees seem high.
Tudor Engineering officials said that the high fees occurred be-
cause they had to continually design and redesign the project as
the negotiations with SVCC took more than 2 years. Further, Tudor
Engineering officials commented that EPA and DEQ directed some of
the redesign efforts. Thayne officials said that they authorized
Tudor to perform these services and they were certain that the
services were performed.

We do not dispute that Tudor rendered services, only that
architectural/engineering services on this project were high
when compared with the norm and that much of the grant funds
that were to be used for repair and modification work were used
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CHAPTER 3

EPA'S FINANCIAL MANAGEMENT CONTROL

Adequate financial management is essential to protect the
Federal taxpayer and the financial integrity of the construction
grants program. We observed the following areas of concern which
merit EPA's attention:

--EPA's failure to collect from Thayne and remit to the U.S.
Treasury more than $11,000 in industrial cost recovery
payments;

-~-the grantee's use of about 34 percent of modification and
repair funds for architectural and engineering services,
an amount far in excess of the grant agreement amount;
--possible overpayment of construction costs of about $95,000.

INDUSTRIAL COST RECOVERY PAYMENTS
HAVE NOT BEEN PAID TO THE U.S. TREASURY

The Federal Water Pollution Control Act Amendments of 1972
(Public Law 92-500) provided that when an industrial firm, such
as SVCC, used a municipal treatment facility, it had to pay the
grantee (the community) the additional cost associated with build-
ing a facility capable of serving the industry and the community.
Industry's share of the costs was usually based on its wastewater
characteristics, such as the strength and volume. One purpose of
this requirement was to prevent an industrial user of a municipal
system from gaining a competitive advantage over an industry that
constructed 1its own system.

The grantee was required to return to EPA each year 50 per-
cent of the amount collected plus interest. 1In turn, the EPA
Administrator was to remit this amount annually to the U.S. Treas-
ury. The remaining 50 percent was to be used by the community,
primarily for future expansion or reconstruction of the project,
but 20 percent of this portion could be used as the grantee saw
fit.

On December 27, 1977, the Congress declared a moratorium
on collecting the cost recovery payments from that date until
June 30, 1980. However, under the moratorium, a community could
continue to collect the payment and invest the amounts collected
until EPA advised it on how the sums should be distributed. On
October 21, 1980, the Clean Water Act of 1977 (Public Law 96-483)
was amended, which, among other things, repealed the industrial
cost recovery provision retroactive to December 27, 1977. If
grantees had collected industrial payments after March 1, 1973,
and before December 27, 1977, these payments had to be used
in accordance with the regulations in effect at that time. The
grantee had to determine what action was appropriate with respect
to industrial payments collected after December 27, 1977.
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and approval. An EPA regional attorney told us that he had re-
ceived the August 1977 agreement but had not yet approved it. He
added that the final audit would determine whether the engineering
costs were eligible for Federal reimbursement and approval.

Thayne officials told us that they were unaware of EPA's
requirements for a formal written agreement for the engineering
contract. However, according to a 1977 EPA report, a letter
was sent in August 1973 to Thayne containing the grant agreement,
grant conditions, and Federal regulations covering the grant.

The regulations required a formal written agreement. That same
month, Thayne officials replied that they read the agreements
with their attorney and engineer and understood the requirements.
Tudor Engineering officials stated that they were aware of the
requirements but offered no explanation as to why they did not
follow the requirements. Tudor later advised us in May 1981 that
it had followed the requirements by submitting the necessary
agreements, forms, and associated documents to Thayne and pres-
sured EPA for a review. We could find no evidence, however, that
EPA ever asked Thayne for a formal agreement.

EPA payment procedures

The payment procedures followed in this project provided
little control over grant fund disbursement. First, Tudor Engi-
neering officials submitted invoices to Thayne for approval.
Thayne officials stated that they did not review the payments for
support and assumed that the costs were correct. Tudor Engineer-
ing officials then consolidated other project invoices and pre-
pared a payment request on which both Thayne and Tudor Engineer
ing officials certified that the costs were in accordance with
the terms of the project and were correct. Once certified, the
payment request was sent to EPA for payment. EPA then paid
Thayne, which distributed the funds. EPA stamped on the payment
requests a statement that the payment was processed without re-
view and that future requested amounts are subject to reduction
if subsequent audits reveal that unallowable or ineligible
costs have been included in this request.

EPA regional grant officials told us that for the sake of
expediency, they do not compare the payment requests with the
grant estimates but only compare payment requests with the total
grant amount. Thus, although the engineering services exceeded
the amount in the grant agreement by $117,500, EPA raised no ques-
tions about this amount. Had EPA compared the grant's budgeted
amount with the actual payment requests, EPA would have seen that
actual engineering costs significantly exceeded estimated costs.

An EPA headquarters official in the Grants Administration
Division told us that EPA follows the standards set forth in
Office of Management and Budget Circular A-102, Attachment O,
which governs State and local grantee procurement. The circular
basically places maximum reliance on the grantees' management of
their own procurements and allows Federal Government involvement
only through the audit process.
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for engineering services. As discussed in chapter 2, the
project envisioned by the grant agreement was never completed.

Engineering cost payments
exceeded grant limits

Tudor's charges for engineering services were $117,500 more
than the amount in the grant agreement between EPA and Thayne.

Tudor Engineering's 1977 report to Thayne for repair,
modification, and construction of Thayne's collection and treat-
ment facility estimated the total cost at $592,000 with other
fees, which included engineering fees of $124,000. This report
formed the basis for EPA's approval of the $617,000 grant to
Thayne.

In 1977 Thayne submitted to EPA an unsigned engineering
agreement between Thayne and Tudor. Thayne submitted EPA Form
5700~41, which certified that the proposed prices were complete,
current, and accurate. The draft agreement and EPA Form 5700-41
showed engineering services of $94,396, or 16 percent of the esti~-
mated $592,000 cost. EPA's approved grant of $617,000 included
$94,396 for engineering fees.

Estimated amounts Actual
Item in the draft agreement payments
Basic architectural/
engineering services $43,293 S 83,249
Construction inspection 28,885 80,138
Other architectural/
engineering services 22,218 48,498
Total $94,396 $211,885

The Thayne/Tudor
engineering agreement

Tudor Engineering submitted the draft engineering agreement
to EPA in September 1977, but the agreement was not signed by
either Thayne or Tudor Engineering. Thayne and Tudor officials
told us during our fieldwork that a signed agreement existed,
but they could not produce it. Tudor officials told us that the
unsigned agreement was not a valid agreement and that instead
they had an implied agreement with Thayne officials. Thayne of-
ficials told us that they verbally authorized Tudor to provide
services. Thayne's attorney characterized such action by the
parties as a valid contract even though it may not be in writing.

On March 10, 1981, Thayne's counsel told us that a signed

engineering agreement between Tudor and Thayne dated August 9,
1977, was discovered and was being submitted for EPA's review
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EPA regional grant administration officials agreed that
overpayments were made in the construction cost category. We
did not try to determine if overpayments existed in other cost
categories such as architect/engineering services and inspections.
The regional officials said that a final audit will be conducted
to cover these other categories and that they will disallow any
ineligible costs and take steps to recover the funds. 1In all
likelihood, this would be accomplished by withholding the over-
paid amount from the final grant payment; $102,000 remains to be
disbursed as of September 30, 1980. 1If the ineligible costs
exceed $102,000, Thayne will have to pay the balance from its
own funds.

We find it disturbing that EPA could permit payments in
excess of federally mandated ceilings. Although the final audit
should pick up ineligible costs, years often pass before such
an audit is made. Also, disallowed costs can be a hardship on
grantees since they have already spent the funds.

CONCLUSIONS

Throughout Thayne's project history, EPA seems to have paid
little attention to the financial matters except to disburse
funds. EPA's handling of the financial aspects of the Thayne
project shows a disturbing lack of financial control and moni-
toring. EPA also failed to collect industrial cost recovery
payments as required by law. Based on our limited review of
construction and engineering costs, EPA should comprehensively
evaluate all project costs.

RECOMMENDATIONS

We recommend that the EPA Administrator:

--Require EPA's Inspector General to perform a comprehensive
and detailed audit of all costs associated with the Thayne
project. 1If ineligible or unsupported costs are found,
EPA should recover these amounts.

--Require the region VIII regional administrator to collect

from Thayne the funds due the Federal Government for
industrial cost recovery payments.

EPA COMMENTS

EPA did not agree with our conclusion that EPA's financial
management control was inadequate. It believes that its system
is consistent with Government-~wide grants management policies.
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CONSTRUCTION COSTS WERE OVERPAID

Our review of construction contracts and payments indicates
that as of July 31, 1980, EPA may have overpaid Thayne $94,660 in
construction costs. We obtained from Thayne's records the payments
Thayne made to its contractors for construction items, repairs, and
modifications. We then applied the Federal funding percentages
to these figures to determine the maximum amount of payments that
EPA and EDA should have provided to Thayne and compared this
amount with the total payment Thayne received. The chart below
shows the results of this analysis.

Payments for Construction,
Repairs, and Modifications

Repairs and
Construction modification

Payments by Thayne to

contractors $561,734 $155,150 a/$716,884
Applicable percentages 75% 100%
Maximum payments allowed 421,300 155,150 576,450

Actual payments Thayne
received from:

EDA o 113,568

EPA 475,088 S
Total payments 475,088 113,568 588,656
Amount overpaid (dif- $ 53,788 $(41,582) $ 12,206

ference between pay-
ments made and maximum
payments allowed)

Bond recovery b/82,454
Total amount overpaid $ 94,660

a/Includes a contractor payment of $23,187, which was based
on a payment request; the actual payment was not verified.

b/Thayne received $82,454 from a bonding company when the initial
contractor went bankrupt before project completion. We deter-
mined that this amount was necessary to complete the initial
construction and repair and modify the treatment facility.
Thayne placed $44,000 in the bank and used the rest for the
project. Thayne told us in May 1981 that it had spent the
$44,000 to further repair and modify the system. Depending on
how the $82,454 is allocated between construction costs and
repair costs and between Thayne and EPA funds, the amount over-
paid will vary accordingly.
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CHAPTER 4

RESPONSE TO OTHER QUESTIONS

IN THE REQUEST LETTER

This chapter contains our responses to five questions ie the
February 6, 1980, request letter; the other four questions were
addressed in the preceding chapters.

WAS A 1973 AGREEMENT A CONTRACT?

The request letter (app. I) stated that a July 27, 1973,
letter from SVCC's president to the Mayor of Thayne stated that
the town and company had come to an agreement that

"the company would intend to use the sewage disposal
system for the life of the project, or for as long
as the company is in operation."

We were asked to evaluate whether the agreement was binding on
the town.

In its entirety, the letter reads as follows:

"Mr. James Brooks and Mr. Harvey Hormberg of
the Environmental Protection Agency in Denver, Colo-
rado have requested that we confirm in writing the
agreement that was reached between the Star Valley
Swiss Cheese Company and the Town of Thayne, Wyoming
in the March 29, 1973, Board of Directors' meeting
regarding the proposed sewage disposal system. In
that meeting it was agreed that the Star Valley
Swiss Cheese Company would pay, on a monthly basis,
35 percent of the Federal share of the capital cost
of the project. It was further agreed that the com-
pany would intend to use the sewage disposal system
for the life of the project, or for as long as the
company is in operation.”

The apparent purpose of this letter was to comply with EPA
regulations requiring that a grantee obtain letters of intent
from each significant industrial user of the wastewater treatment
facility. Letters of intent are for the benefit and protection
of the grantee and may provide a basis for obligating the indus-
trial user to help pay the capital cost. Unless one can imply
an agreement from the terms of the letter or the course of con-
duct of the parties by the Town of Thayne (1) to build a waste-
water treatment facility and (2) to process SVCC's wastes, there
is nothing explicit in the agreement that obligated Thayne.

Whether this letter represents an implied contract binding
Thayne to build a wastewater treatment plant to process SVCC's
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EPA agreed to review Thayne's industrial cost recovery
system, determine the amount due to the U.S. Treasury, and direct
Thayne to make payment. EPA also stated that its Office of
Inspector General will conduct a detailed interim audit of the
Thayne project as resources permit, and the region will request
the office to perform a final audit at closeout.
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WERE THE USER CHARGES THAYNE
COLLECTED USED PROPERLY?

The request letter stated that SVCC's attorney claimed that
the user charge SVCC paid to Thayne had been put to a variety of
nonsewer plant uses. We were asked to determine if this were
true and where the user charge had been going.

The Wyoming deputy state examiner, whose staff has audited
Thayne's financial records, stated that the town was applying
user fees properly and that such fees were indeed being placed
in the sewer fund and being used for maintenance and operation
of the sewer system.

The town records showed that more user charges had been
collected than had been spent on operations and maintenance.

WHAT ECONOMIC EFFECT WOULD
RESULT IF SVCC WAS REMOVED
FROM THAYNE'S SYSTEM?

The request letter asked whether SVCC would close down if
it were taken off the town's system and what would happen to Star
Valley's economy if this occurred.

Based on a September 1980 discussion with SVCC's plant man-
ager, SVCC will not close down even though it has been discon-
nected from the town's system. The manager stated that the com-
pany, seeking a solution to its problems, was exploring the pos-
sibility of disposing of dairy wastes through a gasohol/alcohol
plant. Earlier discussions indicated that SVCC was considering
developing its own treatment or pretreatment system.

Loss of the cheese company would be a severe blow to the
Upper Star Valley's economy. By updating data from a 1974 Uni-
versity of Wyoming Agricultural Extension Service report, the
Wwyoming director of industrial development said that closing SVCC
would result in an $18.4 to $39.5 million loss to the valley's
economy and bring on a major economic recession or depression.

SVCC is the only processing facility in the area for the
valley's dairy farmers. If-SVCC closed, the dairy farmers would
have to ship their milk to other processing facilities, which
are more than 70 miles away in Idaho and Utah.

It should be noted, however, that the cheese company and
dairy industry are not the sole economic forces in Star Valley.
The 1974 report showed that the timber industry accounted for
more sales dollars in the valley than the dairy industry.
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wastes can only be determined from a thorough consideration of

all the facts and circumstances. An enforceable contract can
exist even if it is not in writing, but the parties must mutually
agree to contract and the contract terms must be adequately fixed
to determine the respective rights and obligations of the parties.
However , whether in fact such a contract can be implied, and what
the respective rights and obligations of SVCC and Thayne are, can
more properly be resolved in a court of law if SVCC should choose
to do so.

COULD THE PROJECT QUALIFY AS
INNOVATIVE AND ALTERNATIVE
TECHNOLOGY?

The request letter stated that SVCC's attorney claimed "the
spray field sewer system in Thayne was a pilot project affording
a good opportunity for research."” We were asked to evaluate (1)
whether Thayne's system was a pilot project compared with other
such dairy treatment plants, (2) if so, whether it would qualify
for full funding under the Clean Water Act of 1977, and (3)
whether this type of system would work in Thayne's climate.

Some cheese plants we contacted also used sprayfield
irrigation systems, but there was no consistent use of such a
system by the cheese industry. Nelson Engineering's design re-
port stated that although sprayfield irrigation was a relatively
new sewage disposal method, successful operations were reported
in Wisconsin under similar weather conditions to Thayne's.

Section 202(a)(2) of the Clean Water Act states that any
grant made after September 30, 1978, and before October 1, 1981,
for any eligible treatment works using innovative or alternative
wastewater treatment processes shall receive 85 percent Federal
financing. Section 202(a)(3) adds that for any such grant, the
EPA Administrator can fund 100 percent of the costs of modifying
or replacing any facilities constructed if the facilities have
not met design performance specifications, unless the failure to
meet the specifications was attributable to negligence and had
significantly increased capital or operating and maintenance
costs.

An EPA regional attorney stated that since the Thayne proj-
ect was funded in July 1973, it did not qualify for the 85-percent
funding. He said that even if the project had been funded after
September 30, 1978, the negligence of the many parties involved,
which contributed to the system's failure, would have prohibited
100-percent funding.

The EPA attorney added that if the Thayne project were
funded today, the sprayfield system would be considered as an
alternative treatment process because of Thayne's elevation and
weather.
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APPENDIX I APPENDIX I

G Congress of the Enited States
Bouse of Representatives

WASHINGTON, D.C. 2051%

February 6, 1980

Dear Mr. Staats:

Enclosed is some background information from the Counsel for
the Star Valley Cheese Corporation of Thayne, Wyoming,

Mr. Goulding, and other information regarding the Environmental
Protection Agency and the Town of Thayne's wastewater treatment
plant. We are requesting that the General Accounting Office
report on this material for the following reasons.

M. Goulding's letter raises many questions about EPA's
actions during the time the Town was attempting to receive
funding for the plant, and the Town's use of the sewer user
funds. Mr. Goulding's letter is indicative of how many
people perceive this situation in the State. The EPA denies
Mr. Goulding's allegations.

After the Federal Water Polluvtion Control Act was passed

in 1972, the Town of Thayne applied to the Environmental Protection
Agency for funds for a wastewater treatment plant. The EPA
approved the funding, and the EPA and the State approved

a spray field lagoon system for the Town. Construction on
the plant began. Connected to the Thayne facility, and

the primary contributor to the system, is the Star Valley
Cheese Corporation. Unfortunately, the Thayne wastewater
facility has never adequately taken care of the area's needs,
and, . consequently, raw sewage, which is primarily lactose
from the Cheese Factory, is being dumped into Flat Creek.

The stench and the odor from the lactose has permeated
throughout the Star Valley. The EPA has filed a notice of
violation on the Cheese Plant due to the lactose being dumped
into the creek. Various meetings have been held with the
Cheese Factory, the Town of Thayne, the EPA, the Wyoming
Department of Environmental Quality (DEQ), the Governor's
office, our offices, and other interested parties to determine
if the Star Valley Cheese Corporation could afford to stay

on the Town's system when the moratorium on Industrial

Cost Recovery is lifted; if the Corporation could market

its lactose and reduce 'its BOD level; and how to modify

the existing system to either handle the Town's wastewater
alone or with the Cheese Factory's effluent. Currently,

the Cheese Factory has indicated that they wish to continue
to use the Town's system, and the EPA and the DEQ have
allowed a 30-day testing period to determine if the Cheese
Factory can reduce its effluent to 300 pounds of BOD per

day. The Town of Thayne does intend to build its own system
this Spring with or without the Cheese Factory.
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CAN SVCC MARKET LACTOSE?

The request letter asked what alternatives were available
for marketing lactose. 1/ Lactose has been the principal organic
waste that SVCC has discharged into the Thayne treatment plant.
SVCC could market this valuable commodity while reducing the
plant's discharge load. Lactose is used in a variety of products
including

--animal feed;

~-nonfat dry milk substitutes;

--beverages, bakery products, and confections; and

-—-gasohol.
SVCC sells some lactose to a farm in Idaho for animal feed. The
SVCC plant manager said that the company is alsoc exploring the
possibility of independent investors building a gasohol or alcohol

facility that would use some of the lactose, but EPA told us in
October 1980 that no definite plans have been made.

1/Lactose or milk sugar is derived from drying the organic
discharge of the cheese-making process.
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vrhat are the alternatives for marketing the lactose?
e DEQ hes indicated various uses for the lactcse such as
sohol.

) ¥

S

9., Will the proposed éesign to repair the facility work,
end is it zdeguate?

> wounld appreciate a written report on this matter with your
cor—zndations. Since the Thayne Town Council hLzs passed a
sclution cutting the Cheese Factory off the Town's sewer
“stem on May 1, 1980, we would appreciate your report by
: . 1280. &also, we would appreciate some interim briefings
n this matter. Since Senator Simpson intends to be in Thayne
n Monfay, February 11, 1980, we would like some indication *rom
+*e GAHO on whether or not they intend to look into this matter
by that time. Enclosed is a list of contacts that we have ccrpiled
for your use. If you have any guestions, please feel free to )
c-ntact FKzren Spencer in Congressman Cheney's office at (202)
225-2311.

Wt

Q0 fetn g 10 28
1
L]
H

Thank you very much for your assistance.

recards,

r"‘ﬁ’- >

7l 2
/ 7
>'alcolm Wallop
. S. Senator U. S. Senator

The Honorable Elmer B. Stzats
Ccmptroller General of the United States
General Accounting Office

t;ashincton, D.C. 20548

~nclosures
ks
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EPA is responsible and accountable to the President and the
Congress for the abatement of water pollution nationally.

EPA's Regions, supported by State watexr pollution control staffs,
review facilities plans and design specifications in an effort
to enhance local capacity to complete a grant project successfully.
However, EPA reviews and assistance do not relieve grantees of
their primary responsibility foxr the success of a grant project.
As responsibility for project oversight is delegated more
completely to the States, municipalities, with State oversight
and support, will remain primarily responsible for project
management .

By concluding that EPA is ultimately responsible for a grant
project's failure, the draft report severely undercuts EPA's

efforts to make clear to municipalities that they are primarily
responsible for the successful completion of grant projects.
Clearly, this is contrary to the Federal government's interest

in maintaining clear lines of responsibility and in holding grantees
accountable for how they spend Federal grant funds. Specifically
the GAO's conclusion may jeopardize EPA's efforts to hold munici-
palities accountable for project failures and responsible for
compliance with the Clean Water Act.

With respect to GAO's second broad conclusion that EPA's financial
management control is inadequate, we believe that EPA's system
is consistent with government-wide grants management policies.
EPA relies upon the financial management systems of its grantees,
and grantee certifications that their payment requests are cor-
rect. EPA reviews the payment requests to assure that grantees
comply with grant conditions and regulations, and that the pay-
ments do not exceed the grant amount. This system is designed
to ensure prompt reimbursement of the grantee's costs. The
grant allowability of all project costs is verified at project
closeout.

Apart from our objections to the draft report's general conclus-
ions, the report contains a large number of factual errors.
Major errors including those concerning EPA's industrial cost
recovery, user charge, and operation and maintenance manual
requirements are discussed in the attached comments. We recom-
mend that the facts stated in the report be reviewed thoroughly
with officials of EPA Region VIII, DEQ, Thayne, and SVCC.
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M 3 UNITED STATES ENVIRONMENTAL PROTECTION AGENCY
K WASHINGTON, D.C. 20460

AWM

14 MAY 1981

OFFICE OF
PLANNING AND MANAGEMENT

Mr. Henry Eschwege

Directox

Community and Economic Development Division
United States General Accounting Office
Washington, D.C. 20548

Dear Mr. Eschwege:

The Environmental Protection Agency (EPA) has reviewed the General
Accounting Office (GAQ) draft report entitled, "The Thayne,
Wyoming, Wastewater Treatment Facility: A Case History of Poox
Management." Attached are EPA's comments on the draft report.

The draft report reaches general conclusions that are incorrect

and damaging to the interest of the Federal government. The

major flaws in the draft report's general conclusions are explained
briefly bPMlow. Comments amplifying those points are attached. We
request that the conclusions reached in the report be thoroughly
reviewed and corrected before the report is released in final

form. We are available to discuss the report further to avoid
additional misunderstandings oxr confusion concerning EPA's
construction grants program generally oxr the Thayne project in
particular.

The draft report reaches two broad conclusions. First, it con-
cludes that all parties involved in the project including EPA,
the Wyoming Department of Environmental Quality (DEQ), the Town
of Thayne, the designexs and buildexrs of the wastewatex treatment
system, and the Star Valley Cheese Company {(SVCC) share blame for
the project's failure. Second, the report concludes that EPA's
financial management controls for the project were inadequate.

In reaching the conclusion that all parties involved in the
Thayne project share responsibility for its failure, the draft
report concludes that "[als EPA is responsible for assuring the
need for the facility and the fiscal integrity and quality con-
trol over the construction grants program, it bears the ultimate
responsibility for the failure of Thayne's treatment facility."
This conclusion is premised upon a serious misunderstanding of
the basic philosophy underlying EPA's wastewater treatment works
construction grants program. Fundamental to the statutory

scheme and EPA's implementation of the program is the principle
that a municipality that accepts a construction grant is respons-
ible for the administration and successful accomplishment of the
project. A municipality's failure to complete a grant project
constitutes a breach of the grant agreement which will disqualify
costs for grant funding.

GAO note: Page numbers in appendixes II through IV referring to
our draft report have been changed to agree with page
numbers in the final report.
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COMMENTS

A. EPA's Comments on GAO's Conclusions

1. Comments on GAO's Conclusions Concerning
Responsibility for the Project's Failure

a. General Comments

GAO's conclusion that EPA is ultimately responsible for the

Thayne project's failure rests on a serious misunderstanding of

the basic philosophy underlying the wastewater treatment works con-
struction grants program authorized by the Clean Watexr Act, 33
U.S.C § 1251 et seq. Under the program it is fundamental that the
states are responsible for selecting and certifying projects for
funding and that the municipalities receiving grant assistance

are primarily responsible for the success of grant projects.

The GAO is correct in stating that EPA is ultimately responsible
for assuring that the only projects that receive grant agsistance
are those that are necessary and cost effective. Sections 212(2)(B)
and (C) of the Clean Water Act 33 U.S.C. §§ 1292(2)(B) & (C), make
this clear. However, the Act does not contemplate that EPA take

on the responsibility for planning, designing or building municipal
wastewater treatment facilities. The responsibility to plan,

design and build facilities to meet the Act's enforceable
requirements rests sguarely upon the grantees.

The regulations implementing the construction grxants program force-
fully make clear that an EPA grant is a public trust that places
upon the grantee the nondelegable and nontransferable responsibility
to administer and complete the project successfully. EPA's regula-
tions* explain:

. An award of a grant shall be deemed to constitute a pub-
lic trust. It is the responsibilty of the grantee to com-
ply with this subchapter [EPA's general grant regulations]
and all texms and conditions of the grant agreement, effi-
ciently and effectively manage grant funds within the
approved budget, complete the undertaking in a diligent and
professional manner, and monitor and report performance.
This responsibility may be neither delegated nor transferred
by the grantee. 40 C.F.R. § 30.210 (1980).

*/ Although not all of the quoted regulations were effective
on the date that the Thayne grant was awarded, they accurately
state EPA's consistent position concerning the responsibilities
of those involved in a federal grant project.
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In summary, Thayne has primary responsibility for both successful
completion and financial management of a grant project. Region
VIII will continue to work with Thayne to develop a satisfactory
wastewater treatment system, to assure compliance with the require-
ments of the construction grants program, and to determine finally
the grant allowable project costs.

We «ppreciate the opportunity to comment on the draft report
prior to its issuance to Congress.

Sincerely yours,

/,/ i ) ; /«‘ /’
Colidla
Roy N. Gamse

;"““Act ing Assistant Administrator for
Planning and Management

* Attachment
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As the regulations quoted above make clear, EPA does not review
plans and specifications or inspect construction work for the pur-
pose of finding and correcting defects. Instead, EPA's oversight
is oriented toward ensuring compliance with the requirements of
the Clean Watexr Act and EPA's regulations. EPA's design review is
primarily for the purpose of checking for compliance with Act and
regulations and for the general feasibility of the project. The
details of the design are left to the professional judgment of the
grantee's engineer. EPA's construction inspections, which vary
from project to project depending upon its cost, complexity and
duration, are not designed to be a substitute for inspection of
the work by the grantee's engineer and on-site representative.
EPA's inspections provide basic information on project progress
and major problems encountered. Of course, when EPA design reviews
or congtruction ingspections do report deficiencies, they are
brought to the attention of the grantee and its engineer.

A detailed review by EPA of design and construction work performed
on grant projects would be tantamount to a duplication of the work
that the grantee pays its engineers and other contractors to perform.
EPA has repeatedly explained its position to the GAO and made clear
to GAO investigators that EPA does not have the resources necessary
to recheck thoroughly all design work or inspect thoroughly all con-
struction work. Nevertheless, the draft report's conclusion

that EPA is ultimately responsible for the failure of the Thayne
project indicates that the GAO believes that EPA should take action
to assure that work done by grantee's engineexs and construction
contractors is free from defects and to provide substantial tech-
nical assistance to grantees. Compliance with that recommendation
would constitute a duplication of effort and require a massive
increase in the amount of agency resources allocated to the
oversight of the construction grants program.

Apart from the resources and duplication of effort problems, EPA's
agsumption of the ultimate responsibility for ensuring a project
is properly administered and successfully completed would leave
grantees with insufficient incentive to manage grant projects
prudently and to hold the engineers and other contractors perform-
ing the work accountable for defects. Further, relieving munici-
palities of full responsibility for the success of their wastewater
treatment works construction programs would severely undexrcut the
Fedexal government's position that municipalities are responsible
for compliance with the Clean Water Act regardless whethexr Federal
assistance is available.
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. The grantee bears primary responsibilty for the adminis-
tration and success of the grant project, including any
subagreements made by the grantee for accomplishing grant
objectives. Although grantees are encouraged to seek the
advice and opinions of EPA on problems that may arise, the
giving of such advice shall not shift the responsibiity forx
final decisions to EPA. The primary concern of EPA is that
grant funds be used in conformance with applicable
Federal requirements to achieve grant and program object-
ives and to make optimum contributions to the betterment of
the environment. 1Id. § 30.600.

. Review oxr approval of project plans and specifications by
oxr for EPA is for administrative puxposes only and does not
relieve the grantee of its responsibility to design, con-
struct, operate, and maintain the treatment works described
in the grant application and agreement. 1Id. § 35.935-1.

. The grantee is responsible for the adminigtration and
successful accomplishment of the project for which EPA
grant assistance is awarded. The grantee is responsibile
for the settlement and satisfaction of all contractual and
administrative issues arising out of subagreements entered
into under the grant (except as § 35.936-6 [EPA's bid pro-
test procedures] provides) in accordance with sound business
judgment and good administrative practice. This includes
issuance of invitations for bids or requests for proposals,
selection of contractors, award of contracts, protests
of award, claims, disputes, and other related procurement
matters. Id. § 35.936-5.

Municipalities generally contract with consulting engineers from
the private sector for the preparation of plans and specifica-

tions and the management and inspection of construction work. EPA
provides grant funds for the procurement of those services. The
municipalities are responsibile for selecting engineers that are
capable of performing work of high professional quality. Clause 2
of Appendix C-1 of EPA's construction grants regulations, 40 C.F.R.
Pt. 35, Subpt. E, the EPA-required provisions for engineering agree-
ments,* explicitly states that "[t]lhe engineer shall be responsible
for the professional quality, technical accuracy, timely completion,
and the coordination of all designs, drawings, specifications,
reports, and other services furnished by the engineer." Clause 2
further requires that "[t]he engineer shall, without additional
compensation, corxect ox revise any errorxs, omissions, or other
deficiencies in his designs, drawings, specifications, reports,

and other services."

*/ Although the clauses in Appendix C-1 were not required at
the time the orxiginal grant was awarded to Thayne, Thayne's
failure to hold its engineers to the standard outlined in
Clause 2 would constitute imprudent management.
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As the regulations quoted above make clear, EPA does not review
plans and specifications ox inspect construction work for the pur-
pose of finding and correcting defects. Instead, EPA's oversight
is oriented toward ensuring compliance with the requirements of
the Clean Water Act and EPA's regulations. EPA's design review is
primarily for the purpose of checking for compliance with Act and
regulations and for the general feasibility of the project. The
details of the design are left to the professional judgment of the
grantee's engineer. EPA's construction inspections, which vary
from project to project depending upon its cost, complexity and
duration, are not designed to be a substitute for inspection of
the work by the grantee's engineexr and on-site representative.
EPA's inspections provide basic information on project progress
and major problems encountered. Of course, when EPA design reviews
oxr construction inspections do report deficiencies, they are
brought to the attention of the grantee and its engineer.

A detailed review by EPA of design and construction work performed
on grant projects would be tantamount to a duplication of the woxrk
that the grantee pays its engineers and othexr contractorxs to perform.
EPA has repeatedly explained its position to the GAO and made clear
to GAO investigators that EPA does not have the resources necessary
to recheck thoroughly all design worxrk or inspect thoroughly all con-
struction work. Nevertheless, the draft report's conclusion

that EPA is ultimately responsible for the failure of the Thayne
project indicates that the GAO believes that EPA should take action
to assure that work done by grantee's engineers and construction
contractors is free from defects and to provide substantial tech-
nical assistance to grantees. Compliance with that recommendation
would constitute a duplication of effort and require a massive
increase in the amount of agency resources allocated to the
oversight of the construction grants program.

Apart from the resources and duplication of effort problems, EPA's
agsumption of the ultimate responsibility for ensuring a project
is properly administered and successfully completed would leave
grantees with insufficient incentive to manage grant proijects
prudently and to hold the engineers and other contractors perxform—
ing the work accountable for defects. Further, relieving munici-
palities of full responsibility foxr the success of their wastewater
treatment works construction programs would severely undercut the
Federal government's position that municipalities are responsible
fox compliance with the Clean Water Act regardless whether Federal
assistance is available.
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EPA believes that the management, design and construction of

grant funded projects should remain a local responsibility and
that the technical expertise necessary to perform those tasks
should be left in the private sector and procured competitively

by municipalities. Practically speaking, we believe that EPA's
limited resources are best used to develop and enforce rules and
procedures that provide incentives to assure that grantees will
procure high guality consulting engineering sexvices at fair and
reasonable prices, hold those performing work accountable for
defects, and prudently manage grant projects. The technical
supporxt EPA provides should be directed toward assisting the states
in assuming oversight responsibility for the program. The
construction grants program provides two strong incentives for
grantees to assure grant projects are properly managed and
successfully completed. First, EPA provides grant assistance

for a grantee's procurement of the expertise necessary to propexly
manage, design and construct a grant project. Second, EPA
disallows funding for the costs of mismanagement or defective
work.

By issuing a report concluding that EPA is ultimately responsible
for a grant project's success, GAOC severly undexcuts EPA's efforts
to make clear to municipalities that they are primarily respons-
ibile for the success of grant projects and accountable foxr project
failures. The report confuses the accountapility issue and encour-
ages municipalities to neglect their project management duties.
Clearly, this is contrarxy to the Federal Government's interest in
maintaining clear lines of responsibility and holding grantees
accountable for how they spend Federal grant funds. As explained
above, GAO's concliusion may jeopardize EPA's efforts to hold mun-
icipalities accountable for project failures and responsible for
compliance with the Clean Water Act.

b. Specific Comments

Specifically, in respect to the Thayne project the draft report
suggests that EPA may have funded defective work, rework to correct
defects, and unreasonable engineering fees. The construction
grants program does not allow grant funding for the costs of defec-
tive work or of work that replaces, through duplication or substitu-
tion, work previously funded under the program. Of course, grant
funding is not allowed for unreasonable costs. To the extent that
such costs have been funded on the Thayne project, EPA will
disallow the costs and attempt to recoup the funding.* Further,
the grantee will be required to protect EPA's investment in the
system by either restoring it to proper operation ox refunding

the grant to EPA.

*/ The extent to which the Economic Development Agency grant
funds may be used to fund costs of defective work, rework,
ox mismanagement is a question that EDA must answer.
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Although the draft report identifies many management, design, and
construction problems that may have contributed to the failure of
the Thayne wastewater treatment system to perform as expected,
clearly the major cause of the system's failure is the organic
overloading caused by SVCC's discharges. In a spray irrigation
system, treatment is primarily accomplished by plant uptake of
nutrients (BOD) and percolation of wastewater through the soil.

Land treatment of cheese factory waste has been sucessfully empioyed
in cold weather areas. When the Thayne facility was originally
designed, monitoring of its cheese factory discharge indicated that
a 1300#/day BOD facility would adeguately treat the cheese plant
effluent. Factory production rates and the in-plant whey drying
equipment at the cheese factory supported the engineer's conclusion.
Excessive pollutant loading in the form of organic material (BOD)
from SVCC, up to 985% of the design capacity, approximately
12,500#/day BOD, was not contemplated in the original design norx
was the removal of the in-plant whey drying equipment. As a result,
treatment could not be accomplished with the project as designed.

When it first became apparent that SVCC's discharges far exceeded
the 1300#/day BOD which the Thayne system was designed to handle,
the proiject had to be reevaiuated. Consistent with the constxuction
grants program philosophy that municipalities are primarily responsible
for a project's success, EPA Region VIII looked to Thayne and its
engineexrs to solve the organic overload problem. Region VIII

agreed to provide additional funding fox the construction of fac-
ilities necessary to allow it to treat 2000%/day BOD. This

would have allowed SVCC to discharge 1750#/day BOD to the system.
However, Thayne was unsuccessful in its attempts to persuade

SVCC to control the strength of its discharge. As a result, Thayne
was forced to disconnect SVCC's service.

Thayne still has the responsibility to protect the Federal
interest in the system by correcting any design and construction
defects. Thayne will have to finance this work without EPA grant
assistance. If Thayne is unable to recover the increased costs
from those responsible for the defects, Thayne will have to locate
other sources of funding. Thayne should consider requiring SVCC
to pay the costs of repairing those portions of the plant built to
gerve SVCC.* SVCC may have a commitment to pay for the portion of
the plant constructed to serve it regardless whether it chooses to
control its discharge in a way that allows it to use the facility.

:/ As explained below on page 7, the Clean Water Act no longer
requires municipalities to collect ICR payments after December
27, 1277. However, this change in the law does not prohibit a
grantee from collecting the payments from industrial users for
the purpose of making improvements
to their treatment system,
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As to SVCC's discharge, EPA's enforcement action should assure
compliance with Clean Water Act. EPA suggests that SVCC cooperate
with Thayne and help finance the work necessary to accommodate the
SVCC discharge. Use of the existing system to treat SVCC's
wastewater will probably require substantial modifications

to the existing system and additional pretreatment by SVCC.

[GAO COMMENT: These comments are addressed on p. 23.]

2. Comments on GAO's Conclusions Concerning
Financial Management

a. General Comments

Just as EPA relies on grantees for the successful completion of a
grant proiject, EPA relies upon grantees' financial management
systems. The draft report suggests that EPA Region VIII should
have more completely reviewed Thayne's payment requests to assure
that they were accurate and within the estimates provided in Thayne's
grant application. EPA provides grant funds to grantees on a reim-
bursement basis for costs which grantees certify. In accordance
with instructions in EPA's Grant Administration Manual, EPA reviews
payment regquests to ensure that grantees comply with grant
conditions and regulations, and that the payments do not exceed

the grant amount. EPA based these instructions on the provisions
of Attachment H to Office of Management and Budget Circulax A-102.
Attachment H is designed to assure prompt payment to grantees for
grant allowable costs. Circular A-102 requires EPA to provide
grantees specific payment request forms and does not permit EPA to
request additional back-up documentation.

EPA does verify the grant allowability of costs and compliance

with grant conditions and regulations at project closeout. Project
closeout occurs after completion of construction and final
inspection, provided the project is operating properly. At
closeout, EPA detexrmines the amount EPA owes the grantee ox the
amount the grantee must refund to EPA. EPA has not verified final
costs on the Thayne project. As stated previously, however, EPA
does not participate in cost of defective work or unreasonable
costs. If such costs have been funded on the Thayne project they
will be disallowed during project closeout.

[GAQ COMMENT: We do not suggest, as EPA contends, that the
regional office should have reviewed Thayne's payment requests
to assure that they were accurate. We suggest, however, that
the‘regional office compare the request amounts with the amounts
estimated in the approved grant agreement. This additional step
would not require any extensive or time-consuming analysis and
could pe done in conjunction with EPA's current practice of
comparing the request amounts with the total approved grant
amount. As we pointed out on p. 28, EPA's existing practice
falle? to determine that the engineering costs being paia

out significantly exceeded estimated costs.]
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b. Specific Comments

The draft report states that EPA did not adequately review Thayne's
payment requests to assure compliance with grant conditions requiring
the development of user charge (UC) and industrial cost recovery

(;CR) systems and an operation and maintenance (0O & M) manual. At the
time the grant was made to Thayne in 1973, EPA required that a grantee
have its UC/ICR systems in place and an O & M manual approved at

the time of project closeout. The requirement that EPA stop payment
unde; the grant at eighty percent until an UC/ICR system was approved
was implemented later, and not made retroactive to existing grants.
Similarly, regulations regarding payment restrictions on the completion
of an 0 & M manual were implemented aftex the Thayne grant award

and not made retroactive,

[GAO COMMENT: We have revised the report to recognize these
facts.]

The 1977 amendment to Thayne's EPA grant did require that a UC
system be approved prior to the payment of more than eighty percent
of the $317,000 provided under the amendment. EPA provisionally
approved Thayne's UC system on May 10, 1980, and gave final approval
on June 10, 1980. At the time of final approval only seventy-five
percent of the EPA funds provided by the 1977 amendment had been
paid, but some of the requests for EDA grant payments were erron-
eously charged to the EPA grant. As a result, it appeared that EPA
had exceeded the eighty percent limit on payments under the 1977
grant amendment. In fact, EPA did not exceed the limit. EPA Region
VIII has taken steps to correct the erroneous EDA charges,

{GAO COMMENT: We have deleted information relating to this
matter from the report.]

Thayne's O & M manual was approved on July 26, 1976. No further
revision of the manual is required for the modifications and repairs
made to the plant so far.

[GAO COMMENT: We have deleted data relating to the operation
and maintenance manual. ]

The draft report further states that EPA has not taken appropriate
steps to collect the portion of the ICR payments made to Thayne
that are due the United States Treasury. At the time of the grant
award to Thayne, there was no regulation governing the payment

of the Federal share of ICR collections to the United States. Sub-
sequently regulations were issued on August 21, 1973, (40 C.F.R. §
35.928-2) which required grantees to remit the Fedexal share of

ICR payments to the United States Treasury on an annual basis.

EPA Publication MCD-45, ICR Guidelines, issued in Febxuary 1976,
restated the annual payment requirement. EPA Publication MCD-44,
ICR Program Information, issued November 1976 included more detailed
instructions (including a sample check). EPA has not established
any procedures for issuing bills to grantees for the Fedexal

share of ICR payments. EPA depends upon grantees to comply with
the regulation requiring annual payments.
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Thayne collected ICR from 1975 to 1977, when Congress in Public

Law 95-217 imposed a moratorium on the repayment of the Federal
share of ICR payments for treatment woxks use after December 27,
1977. The moratorium was followed in October 1980 by Public Law
96-483 which repealed the ICR requirements back to December 27,
1977. In November 1980, to clarify the effect of Public Law 96-483,
EPA headquarters issued instructions again directing grantees to
make ICR payments to the United States Treasury for use of treatment
works before December 27, 1977.

Region VIII will review Thayne's ICR system to ensure it collected
the appropriate amount of ICR payments from SVCC and will instrxuct
Thayne to repay the Federal share to the United States Treasury.

[GAO COMMENT: We agree with EPA's promised action. We will
follow up with the region to determine whether the ICR pay-
ments from Thayne have been repaid to the U.S. Treasury.]

Contrary to the conclusion on page 29 of the draft report, regulations

in effect at the time of Thayne's original grant did not require
review of engineering contracts. At the time of the grant amendment

in 1977, engineering contracts in excess of $100,000 requirgd EPA
approval prior to awaxd of the contract. Since Tudor's estimated
contract was below $100,000, no formal EPA approval was requested:
EPA has advised Thayne that since the contract price forx engingerlng
services now exceeds $100,000, EPA will perform a detailed audit

of costs at final closeout. GAO was similarly advised during

their investigation.

[GAO COMMENT: The information pertaining to the orginal grant
has been deleted. ]

The distribution of costs shown on page 3 of the draft repoxt does
not represent the distribution of costs shown in Region VIII's
records. The amounts should be corrected as follows:

Distribution of Costs

Source Shown Actual
EPA $645,321 ' $671,087
EDA $261,256 $232,490

[LGAO COMMENT: We believe the distribution of payments that we
show on page 3 is correct and should not be changed. The total
amount of grant funds expended is $900,577 (not §$203,577 as
EPA's figures show). We traced each EPA check te Thayne's

cash receipts journal and bank statements. Various sets of
EPA regiocnal office records showed different costs for EPA

and EDA. Partial payment request records maintained by the
regional grants office show $645,321 for EPA and $201,256 for
EDA. Other records in the grants office and the financial
management office show $674,087 for EPA and $232,490 for EDA.
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We considered the partial payment request records to be more
accurate because they are source documents from Thayne. In five
cases, the grants office adjusted the request records to redistri-
bute the costs between EPA and EDA. Apparently these changes

were not reflected in the financial management records. We
advised the EPA regional office of the discrepancy on several
occasions during our review and asked EPA to explain it. No
explanation was provided. ]

On pages 30-31 of the draft report, a chart showing pay-

ments for construction and rehabilitation indicate an overpayment
of $94,000 in grant funds. Discussions with GAO investigators
have revealed that Robinson's $69,000 contract to complete the
original work was improperly allocated by GAO between construction
and rehabilitation and should have been allocated only to the

construction column.

[GAO COMMENT: We did not agree during our discussion with EPA
officials that the Robinson contract (one of Thayne's contracts)
was improperly allocated to the repairs column. We believe
that the $69,986 paid to Robinson should be allocated between
the construction column and the repairs column, and should not
be placed totally in the construction column as EPA suggests.
Thayne officials told us that Robinson was engaged to complete
work on Smith's contract that Smith did not perform (construc-
tion column) and repair faulty construction that Smith did
perform (repair column). Further, Robinson was paid in part
with $39,154 of bond funds Thayne received in settlement from
the bond company because work was not completed on time and
"not going forth" and because some of the work that had been
done was not in terms with the contract and had to be repaired
or replaced.

We were unable to determine exactly how much of the Robinson
contract should be allocated to each column. The final audit
will determine the precise allocation.]

EPA participated in seventy~five percent or
approximately $45,000 of the Robinson contract, pending resolution
of the dispute between Thayne and Larry D. Smith, the original
contractor.

[GAO COMMENT: We are unable to determine how EPA arrived at
the $45,000 figure. Thayne's town clerk told us that Thayne
paid Robinson $39,154 with part of its bond settlement. EPA's
participation in the balance settlement would be limited to
$23,124 (75 percent of the balance of $30,832).]

Further, Region VIII will determine whethexr the bond
settlement of $82,000 on the Smith contract should be credited
first against the Robinson contract, at the time of project close-
out. In the meantime, Thayne has requested payments of $62,676
for additional work in place under the H-K construction contact.
Region VIII has not yet processed these requests for payment, on
the advice of GAO. 1In a recent meeting between EPA and GAO, GAO
agreed to review the figures shown in the table on page 31, and
revise them to reflect the actual financial status of the project
and the break-down between EPA and EDA participation.
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[GAO COMMENT: Although TPA stated that it had not processed the
$62,676 payment request, its records show that this amount was
paid in June 1980. We confirmed this fact with Thayne officials.

Before completing our audit, we told EPA regional officials that
it appeared that EPA had overpaid Thayne by a significant amount.
We suggested that the region make no further payments to Thayne
until EPA performed an audit to determine if in fact Thayne had
been overpaid. On two occasions an EPA regional attorney assured
us that EPA would conduct this audit, but EPA has not yet done so.

We agreed to review our figures in the table showing the EPA
overpayment, but did not agree that the figures were incorrect
and should be changed as EPA's comment suggests.]

B. EPA's Responses to GAO's Recommendations
Concerning Financial Management

1. Responses to GAQ's Recommendations to
the EPA Administrator

GAO Recommendation: Require the Regional Administrator for EPA
Reglon VIII to collect from Thayne funds due the Federal Government
for industrial cost recovery payments that Thayne collected.

EPA Response: Region VIII will review Thayne's industrial cost
recovery system, determine the amount due to the United States
Treasury, and direct Thayne to make payment in accoxdance with the
grant agreement and EPA regulations.

GAO Recommendation: Ensure that no further payments be made to
Thayne until EPA's regulations on engineering agreements, user
charge ordinances, and agreements, and operation and maintenance
manuals are met.

EPA Response: Since the payments to Tudor Engineering now exceed
$100,000, Region VIII will perform a detailed audit of the con-
tract's costs at project closeout. Region VIII has already
approved Thayne's user charge system and operation and maintenance
manual.

2. Response to GAO's Recommendation to
the EPA Inspector General

GAO Recommendation: Pexrform a comprehensive and detailed audit of
all costs associated with the Thayne project. If ineligible ox
unsupported costs are found, EPA should recover the amounts due it.

EPA Response: The Office of Inspector General will conduct a detailed
interim audit of the Thayne project as resources permit. Since the
audit may involve potentially sensitive issues, the review will be
performed by the Inspector General's in-house staff. As EPA's
regulations require at closeout, Region VIII will request
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that the Office of Inspector General perform a final audit of the
Thayne project. Those audits will assure that the costs claimed by
Thayne and paid by EPA are allowable for grant funding. EPA will
attempt to recoup any funds paid for unallowable costs. Of course,
EPA will not close out the Thayne project until the wastewater
treatment system is performing adequately.

[GAO COMMENT: We agree with EPA's planned action.]
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May 5, 1981

Mr. Henry Eschwege
Room 6146, GAO Building
441 G. Street N.W.
Washington, D.C. 20548

Re: Draft Report regarding Thayne, Wyoming
Wastewater Treatment Facility

Dear Mr. Eschwege:

I am writing to you to provide comments on behalf of
the Town of Thayne, Wyoming to the GAO regarding the draft
of the GAO proposed report regarding the wastewater
treatment facility in the Town of Thayne, Wyoming.

The specific responses of the Town to this draft report
are contained in the comments provided with this letter, and
in the responsive comments prepared by the Town's engineer,
Tudor Engineering. The Town requests that both the enclosed
comments and the comments submitted by Tudor Engineering be
included together with this letter as the Town's reponse to
the draft report. The purpose of this letter is to provide
some background information regarding the history of the
project which is not contained in the draft report.

The Town of Thayne is a small town and has been a small
town since its incorporation. Most of Thayne's citizens are
long-time residents of the Town. The Mayor and council mem-
bers are people who have full time private occupations and
serve the Town in addition to carrying on their private bus-
inesses. None of us are engineers or accountants, and none
of us has any special knowledge of the technical aspects of
sewage treatment. We are small town people trying to pro-
vide for the needs of our neighbors and our community.
Neither I nor any of the present members of the Town Council
were serving as Mayor or members of the Town Council when
the wastewater treatment project was begun. Thus, we do not
have first hand knowledge of discussions and meetings which
took place in the early years of the sewage treatment pro-
ject. All of the members of the present town government do
have considerable general knowledge of the problems and
failures of the plant as initially constructed, as it has
been a matter of considerable public concern in the Town of
Thayne for a number of years.
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Mr. Henry Eschwege
May 5, 1981
Page Two

In the early 1970's the swiss cheese factory was
owned by local people, residents of Star Valley. As noted
in your draft report, the swiss cheese factory was causing
pollution problems and pressure was being brought to bear
against the factory to solve those problems. Apparently, an
engineer hired by the factory determined that federal funds
to solve the factory's pollution problems could be obtained
if a municipal treatment facility was built for the cheese
factory and for the town. The town of Thayne didn't need a
waste-water treatment facility at that time and still
doesn't. There may have been two or three septic tanks and
leach fields which were in disrepair in the early 1970's,
but these could have been easily repaired or replaced
without significant expense. However, the town "had" to
have a treatment plant so federal funds could be used to
treat the factory's industrial wastes. Tremendous pressure
was brought to bear on the town to help save the cheese fac-
tory. It was not just local pressure in Star Valley to help
the farmers and dairymen who owned the factory. State and
federal elected officials and state and federal agencies saw
the combined treatment facility as the "answer" to a serious
and longstanding problem and vigorously threw their support
behind it. The town agreed to the proposed project to help
local people who owned the factory and local people who
worked in it. Thayne people, like other small town Ameri-
cans, try to help their neighbors.

The Town hired Nelson Engineering from Jackson, Wyoming
to do the engineering and design studies for the facility.
The nature and scope of the facility were determined by
Nelson in conjunction with the Department of Environmental
Quality and EPA, which agencies controlled the design of the
facility. The Town relied on the experts in DEQ and EPA to
make certain that the sewage facility would be designed
properly and would be able to solve the sewage problems
caused by the cheese factory. Unfortunately, Nelson
Engineering did not provide any significant construction
inspection services during the initial construction of the
Town's treatment system. As a result there were many major
deficiencies with the system which rendered it inoperable
from the beginning. The collection lines were seriously
damaged through installation and, even after considerable
repairs, remain a permanent and serious problem for the
Town. The spray field lines were installed so poorly that
they ruptured when they were energized, thus rendering major
portions of the spray field inoperable.
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In addition to the initial construction problems, the
situation with the cheese factory changed drastically. The
local owners of the cheese factory, the neighbors whose
pleas for help had been responded to initially by the Town,
sold the cheese factory to out of state owners. These new
owners changed the manufacturing process at the cheese plant
and greatly increased the discharge from the plant. Thus
the Town found itself stuck with a poorly constructed sewage
treatment system which never really worked, and vastly
increased amounts of industrial waste from the cheese fac-
tory being shipped to the Town's plant for treatment. The
Town struggled with the problems of the defective system and
the excessive discharges from the cheese factory for years.
Horrible odors resulted from the treatment facility and the
residents of the Town had to endure almost unbelievable con-
ditions. The cheese factory contended that the Town was re-
sponsible for receiving all -of the wastes which were genera-
ted by the cheese factory and the various regulatory agen-
cies contended that the Town was responsible for a solution
to the problem since the Town was the owner of the treatment
facility. Just as in the beginning, the Town was being
whipsawed between different groups. The Town sought and
received additional funds to upgrade the system, and
retained a new engineering firm to provide technical
consultation. During this time the Town realized that even
an upgraded system as contemplated could not treat the
indugtrial wastes from the cheese factory unless those
wastes were strictly limited and controlled, so the Town
began its efforts to assure that those wastes would be
controlied and limited before an upgraded facility was
begun.

In February of 1979 a meeting was held at the Thayne
town hall which included the Town, DEQ, EPA and cheese fac-
tory owners, among others. At this meeting the Town stated
clearly to all parties that the Town would build a system
for the Town's use only unless the cheese factory coculd
clearly and firmly commit itself to limit its industrial
wastes to an acceptable level according to a timetable which
was agreed upon at the meeting. Representatives of both the
DEQ and EPA approved the Town's approach to the problem and
the proposed timetable. Unfortunately, the timetable was
pushed back through political pressures placed upon the
Town, and the Town government, in an attempt to accommodate
all parties, accommodated additional delays in order to give
the cheese factory every possible opportunity to participate
in the treatment facility.
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In August 1979, the Town met again with DEQ and EPA and
a further course of action was agreed upon. At this August
meeting it was agreed that the Town would conduct tests dur-
ing the fall of 1979 to determine whether the cheese factory
could limit its industrial wastes to a level which could be
treated by an enlarged Town facility. At the same time the
Town would complete certain repairs during the fall of 1979
which would be useable Dy either a Town-only system or a
Town and cheese factory system. In September and October,
1979, the Town was given approval by DEQ and EPA for plans
for a Town-only system. The tests conducted by the Town
during the fall of 1979 clearly established that the cheese
factory could not meet the discharge levels necessary for a
combined facility, and the Town determined in a December,
1979 meeting to complete a system for the Town's use only.
After making this determination the Town applied for an
amendment to its grant agreement in early 1980. The con-
struction of the Town-only system was commenced in 1980 and
the system was partially completed. At the present time the
system is in operation, but due to the refusal of the PEQ
and EPA to fund the rapid infiltration basins which they
approved as part of the Town-only system, the Town is forced
to discharge from the system into an adjacent stream during
the winter months when the spray field cannot be operated.

The Town believes that it has followed a reasonable
course in trying to solve the major problems related to a
sewer plant which the Town never needed. The Town also
believes that the Town's present enginner, Tudor Engineer-
ing, has done a good job for the Town under extremely diffi-
cult circumstances. As noted in the Town's specific
comments, it is grossly unfair to judge the actions of the
Town's engineer and the costs for services provided by the
Town's engineer through a comparison with the estimated
costs of normal sewage treatment projects. The Thayne
wastewater treatment project can hardly be described as a
normal treatment project by any stretch of anyone's imagina-
tion.

The course of conduct followed by the Town and its con-
sulting engineer was clearly known to both the DEQ and EPA.
Both of these agencies were fully aware of the problems
faced by the Town and the difficulties involved in attempt-
ing to solve those problems. Both agencies fully supported
the program undertaken by the Town in the last few years to
reach a final decision regarding the treatment of wastes
from the cheese factory and to construct a system for the
Town only after it was determined that the cheese factory
was incapable of limiting its industrial wastes. The Town
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Council, perhaps mistakenly, relied upon the experts in DEQ
and EPA to openly and fairly advise the Town as to what was
necessary to meet the statutory and regulatory requirements
of these agencies. The Town relied on these agencies and
had no reason to do otherwise.

Now the Town is left with a sewer system it never need-
ed and doesn't want, and the problem of the cheese factory
wastes is still unresclved. The Town of Thayne would like
nothing better than to give the entire system back to the
state and federal governments and return to the use of sep-
tic tanks, but that unfortunately is not possible. The Town
is faced with continuing problems with the defective collec-
tion system and no money to pay for repairs to this system.
The Town is faced with perpetual costs of operation and
maintenance of the sewage treatment facility. Trying to be
good neighbors, the people of the Town of Thayne have been
burdened with objectionable odors, a defective sewage treat-
ment system and long-range financial burdens. I hope your
report will clearly document these facts.

The Town requests that the comments submitted with this
letter, as well as the comments from the Town's engineer, be
included as part of the comments of the Town of Thayne in
repsonse to your draft report.

On behalf of the members of the Town Council, I thank
you for the opportunity to provide these comments to your
agency.

Very truly yours,
( r‘/Z‘,/Z L/(’% é‘/ (A‘—-L/-f\-...

Charles Dana, Mayor
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May 5, 1981

COMMENTS ON DRAFT GAO REPORT

The following comments are provided by the Town of
Thayne in response to the draft GAO report.

on page 3 of the draft, a statement is made that the
additional grant funds received in 1978 were not used for
the equipment specified in the grant agreement, but were
used primarily for architect and engineering services. As
noted more fully later in these comments and in the comments
of Tudor Engineering, this statement is incomplete, and does
not take into account the fact that the granting agency was
fully aware that the funds were not used by the Town to con-
struct a facility which would work no better than the orig-
inal Town facility and the reason why the funds were not so
used. The statement does not reflect the course of conduct
which took place over several years, which conduct included
both the EPA and DEQ.

[GAO COMMENT: We address this comment later on in this
appendix.]

On page 7 of the draft, reference is made to problems
which beset the facility. Unfortunately, there is no men-
tion made of the fact that virtually no construction inspec-
tion services were provided by Nelson Engineering during the
initial construction of the facility, which caused the
system to be inoperable before it ever began to treat any
wastes. This problem was major and fundamental, and the
absence of any adequate consideration of it in the draft
report is a serious deficiency.

[GAO COMMENT: We discussed with the president of Nelson
Engineering the extent of inspections his company performed
during construction of the Thayne facility. The president told
us that for a good part of the project construction, Nelson
supplied a resident engineer to monitor project progress. He
said that the firm probably did not supply as much inspection
service as Thayne wanted, but that Thayne did not advise Nelson
of how much inspection should have been provided until Thayne
fired it. The president said that Nelson monitored the construc-
tion of the project full time during the initial project and the
collection line repairs and part time during the wrap-up work.

He said that Nelson met with the Thayne town council periodically
and told them of the project delays and construction problems.]
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On page 7 it is stated that "Thayne's facility operator
neglected routine maintenance activities". The Town does
not know what this statement means, or how this alleged
neglect caused problems for a facility which was incapable
of operating. The Town requests that the GAO detail the
incidents upon which this general statement is based.

[GAO COMMENT: We based this statement on an EPA report which
stated that it was evident Thayne has not adequately maintained
or operated the facility. Examples cited were:

~~-There were no operating records.
--Bar screens were plugged with cheese solids.

~~The sprayfield was used during periods of high winds.]

Oon page 7 it is stated that "most of the new construc-
tion items provided for in a $617,000.00 grant amendment
were never installed". Aside from the fact that the Town
chose not to use the funds to build a system which also
would have been incapable of solving the problem, this
statement has no relevance to the major problems which beset
the facility, its inoperable condition before it began to
treat wastes and the massive overloads of industrial wastes
which were generated by the cheese factory.

[GAO COMMENT: While we agree that the cheese company's overload-
ing and construction difficulties were the major reasons for the
plant's failure, the statement about the construction items not
being installed remains valid.]

. On pages 7 and 8, a statement is made regarding spray
irrigation equipment. It is important to note here that the
Town of Thayne did not invent the spray field concept, and
simply pursued systems which were recommended by the DEQ and
the EPA.

[GAO COMMENT: Our report does not imply that Thayne invented the
sprayfield concept. We disagree with Thayne's statement that
Thayne simply pursued the sprayfield system. We point out in the
report that the Mayor of Thayne instructed the engineering company
to consider a sprayfield system after the company had proposed

another type of system.]
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On page 9 of the draft in the third paragraph there
are statements regarding assurances which were given to the
Town that the sewage treatment facility would work. There
were representations made by both the EPA and the DEQ that
the spray field treatment system would work, and the Town of
Thayne relied upon the specific representations of these
regulatory agencies in approving the system which was
constructed.

The extracts of the clean water act and EPA regqulations
set forth on page 9 of the draft bear no relationship to
the actual course of events which took place between the
Town and EPA. The Town agreed to build the sewage system it
didn't need in reliance on the representations of EPA and
DEQ that the project would work. EPA and DEQ specifically
reviewed and approved the design of the initial treatment
system and the Town was never advised by these agencies that
although they were telling the Town what kind of system to
build and how to build it, they would have no responsibility
for any design deficiencies or other problems with regard to
the treatment system.

[GAO COMMENT: We state on p. 8 that we could find no support
for Thayne's contention that EPA insisted that Thayne adopt

the sprayfield system.]

The statements on page 9 regarding the level of treat-
ment prior to application to the spray field demonstrate the
kinds of political pressure with which the Toyn.of Thayne
was being whipsawed by various government 9ff1c*als and
agencies, which pressures had little relationship to the
leyitimate needs of the people of Thayne or the possxbl}lty
that the treatment facility would be capable of performing

adequately.

[GAO COMMENT: None.]

On page 1l it is noted that the SVCC discharged wasFes
substantially in excess of the design capacity of the orig-
inal Town facility. The Town agrees that this took place
consistently after the ownership of the facility changed
hands and was one of the two major causes of the failure of
the system. The Town takes exception to the statement that
"excess BOD loadings such as these measurements show can
cause problems". The Town believes that the excess dis-
charge levels from the cheese factory did cause problems and
disputes the statement in the draft report that the problems

from such overloading were only potential.

[GAO COMMENT: We are not disagreeing that SVCC's discharges did
in fact cause problems. The purpose of the statement Thayne
takes exception to was to explain how excess BOD loadings at any
treatment facility can affect the facility's operation.]
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On page 11 of the report there are various design
deficiencies in the system discussed. It is important to
note that the Town was never advised of the fact that stor-
age capacity would be necessary for winter weather opera-
tions. In addition, the 1978 EPA report which is cited on
page 11 did not deal with the over all situation at the
treatment facility, and was limited to the question of
whether snow pack treatment could occur. The citation of
this report as evidence that the over all system worked is
extremely misleading and not justified.

[GAO COMMENT: Regarding the point that Thayne was not advised
about winter weather operations, it should be recognized that
Thayne's architect-engineer had responsibility for designing
the systems.

Our report did not state that the EPA study said that the overall
system worked. We stated that treatment did occur, sometimes

in excess of the plant's design capacity, although odor problemns
became severe. ]

On page 12, construction defects in the system are dis-
cussed. There is nothing in this discussion regarding the
failure of Nelson Engineering Company to provide construc-
tion inspection services, or the major construction defects
in the system which resulted from this failure. The state-
ment on page 11 that "the construction problems led to oper-
ational difficulties", should be changed to read "the con-
struction problems prevented the system from ever working".

The statements on page 13 regarding the spray field are
incomplete. The lines in the spray field were improperly
constructed, so that when they were energized they rup-
tured. This was the major cause of the failure of the spray
field system.

On page 13, reference is again made to the absence of
certain "day to day maintenance activities" at the treatment
plant. The Town does not know what the report is referring
to in this statement and requests that detailed incidents be
set forth in the final GAO report.

[GAO COMMENT: We addressed this comment earlier.])

On page 13 three additional "problems" are set forth
which have little relationship to the conditians which
existed. The absence of a guidance manual for operation and
maintenance of the plant had little to do with the construc-
tion defects or the overloading from the cheese factory.

The allegation of "frequent operator errors” with regard to
the spray field are not correct. The spray field was oper-
ated as much as possible in light of the defective construc-
tion which caused considerable portions of the field to
fail. It was not operator error which caused the failure.
The statement regarding scum accumulation on the ponds in
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the facility is difficult to comprehend. Even if the Town's
plant operator had been capable of walking on water, the
removal of scum from the facility would have had no rela-
tionship to the construction defects or overloading problems

which were present.

[GAO COMMENT: We believe our report adequately outlines the
design, construction, and operation and maintenance probleis
that contributed to the failure of the Thayne facility.]

The discussion on page 13 of the odor problems which
resulted from the facility does not begin to document the
inconvenience and suffering which was borne by the citizens
of the Town of Thayne as a result of the plant's failure.
In addition, the information is incorrect in stating that
the odor problem led to the facilities' downfall. The odor
problems did not cause the facility to fail. 1Its inopera-
tive condition and the overloading from the cheese factory
caused the failure. The odors were only symptons of the

underlying problems.

LGAO COMMENT: We deleted the phrase "which led to the facility's
downfall."]

The information regarding the termination of operations
on page 14 of the draft report is incomplete. The plant
stopped operating only after the Town tried many operational
solutions which didn't work. The Town went to the length of
having the pumps pulled out of the pump houses with an over-
head crane at considerable expense, which itself appears to
indicate a design deficiency. The Town stopped running the
treatment facility because it wouldn't run. Every time the
Town tried to operate the pumps the liner was sucked into
the pumps and burned up the pumps. It was not the frustra-
tion of the Mayor or the complaints of the citizens which
caused the liners to be sucked into the pumps.

[LGAO COMMENT: We pointed out the problem with the liners on
p. 13 of the report.]

On page 14 of the draft is is noted that the 1977
report prepared by Tudor Engineering contained "concept and
cost est@mates which were satisfactorily accurate for deci-
sion making and funding purposes". Although this point is
more ful}y considered in the report submitted by Tudor
Engineering, the Town feels it is important to note that the
report prepared by Tudor was prepared on available informa-
Flon, which information Tudor discovered to be incorrect
in December of 1977. After this discovery Tudor notified
?he appropriate agencies of the nature of the incorrect
information. This, in part, explains why the Town elected
not to build the facility contemplated in the 1977 grant
amendment. Given the waste discharge levels from the cheese
factory, the facility contemplated in the grant amendment
would never have worked.
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[GAO COMMENT: We believe that Tudor Engineering did not ade-
quately perform an evaluation of the reasons for the plant's
proplgms before recommending the $592,000 in changes to the
facility. Tudor should have determined that SVCC was overloading
the system and the extent of the overloading and suygested to
Thayne a course of action based on the major problem. We discuss
this matter further in our analysis of Tudor's comments. ]

On page 15 of the report there is language extracted
from the EDA grant regarding the adequacy of the 1978 EDA
grant to correct all of the problems facing the Town's
treatment system. The Town does not dispute that this lan-
guage appeared in the grant or that it appears in all such
similar EDA grants. The Town notes in this regard that the
Governor of the State of Wyoming offered this money to the
Town and his personal representative put pressure on the
Town to take the funds, on the basis that the cheese facil-
ity could not be shut down because of its economic impor-
tance to Star Valley. Again the Town tried to solve the
problem through the only funds available.

[GAO COMMENT: None.]

The draft report contains a comment on page 15 that the
changes envisioned by the grant amendment did not occur. As
noted earlier, it was discovered in December, 1977 that the
information upon which the initial report of Tudor Engineer-
ing had been based was incorrect and this fact was made
known to all interested agencies. The changes envisioned
3id not occur because the Town elected not to build a facil-
ity which was patently incapable of solving the problem.

{GAO COMMENT: We comment in our response to Tudor's comment

(app. IV) about Tudor's incomplete determination of the causes

for the system's failure. The fact remains that the EPA-approved
grant amendment was to provide for certain repairs, modifications,
and new construction items that were never performed. The proj-
ect envisioned did not occur basically because Thayne was

unable to cause SVCC to lower its discharge into the treatment
facility for almost 3 years before Thayne cut off SVCC from

the facility in August 1980.]

On page 18 the draft report questions whether about
$200,000.00 of EPA funds have been properly spent under the
grant agreement. The Town's position in this regard is that
EPA was actually aware before the grant was made that the
facts underlying the initial report of Tudor Engineering had
been found not be correct and that the overloading problems
at the Star Valley cheese factory were much serious than
anticipated. The EPA had close working contact with the
Town at all stages of the project thereafter, and specifi-
cally approved the course of conduct taken by the Town after
this period of time. The grant amendment which contemplated
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the combined facility could not be amended by the Town until
a final determination had been made as to what kind of
treatment facility would be finally constructed. The part-
icipation of EPA and DEQ in the process of making the final
decision regarding the treatment facility makes it difficult
for the Town to understand how the question is now raised
that funds granted by the EPA were not properly expended.

On page 17 certain historical facts are presented
regarding the events which transpired in 1978 and 1979. Un-
fortunately, there is no mention made here of the meeting
which took place in Thayne, Wyoming in February of 1979. At
this meeting, which included DEQ, EPA and the cheese factory
owners, the Town declared its intention to construct a fac-
ility for the Town's use only if the cheese factory could
not demonstrate its intention and ability to limit its
industrial wastes into the treatment facility in accordance
with a specific timetable, which timetable was agreed to be
all parties at the meeting.

[GAO COMMENT: These comments by Thayne (and Tudor in app- ;V)
make repeated mention of the many efforts and meet@ngs whlch. .
Thayne and Tudor held with EPA and many other parties. Partici-
pants at these meetings discussed the many prob}ems with the
project, the high discharge levels that were being detectgd

from SVCC, and the possible options which Thayne was conglder—
ing. However, nothing definite resulted from these meetings.

Comments by Thayne and Tudor refer to a February 1979 meeting
which was held with EPA, DEQ, and other parties. However,‘the
records and correspondence on this meeting indicate that Thayne
was considering the option of a town-only system and that a
decision would be made by May 16, 1979. The records of the
meeting indicate that EPA knew the problem was being worked

out and that SVCC's discharge was too high. However, the
meeting did not result in a definite change to the project.]

On pages 17 and 18, mention is made of a meeting held
in August, 1979 which included the Town, EPA and DEQ. The
information regarding this meeting is incorrect or incom-
plete in two aspects. First, both the DEQ and EPA gave
their specific support for the construction of a town-only
sewage treatment facility in the event that the cheese fac-
tory could not demonstrate its ability to meet the discharge
limits required for a combined facility. 1In addition, the
Town's construction activities in 1979 were specifically
designed to leave open either option to the Town. The
information on page 18 indicates that these repairs were
adequate only for the town-only system, and that information
is not correct.

[GAQ COMMENT: The minutes of the August 1979 meeting do not
indicate that DEQ gave its specific support for a town-only
facility. We deleted the statement that the repaired system
would be adequate for the town's wastes only.]
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On page 18 mention is made that the regional counsel of
EPA indicates that the project was informally reduced in
scope. Insofar as the Town of Thayne was aware, the EPA had
taken all actions required by the EPA rules in order to
approve the reduction in scope of the project, with EPA hav-
ing full knowledge of the course of conduct pursued by the
Town leading up to the decision to reduce the scope of the
project.

[GAO COMMENT: None.]

On page 19 there is some extremely distressing igforma—
tion regarding the knowledge and awareness of EPA regional
officials that the scope of the project changed. EPA had
actual knowledge from and after February 1979 that thg Town
was considering the construction of a Town-only facillty..
EPA specifically approved this course of condu?t'and partic-
ipated in subsequent meetings at which the d§c131on regard-
ing a combined facility or a town-only facility was further
discussed. Attached to these comments is a copy of part of
the minutes from the February 1979 meeting which included
all of the parties tc this problem. Review of this document
clearly demonstrates that EPA had knowledge of the proposed
reduction in the scope of the project as early as February
1979. Additional information verifying EPA's knowledge aqd
approval of the reduction in scope of this facility is being
supplied by the Town's engineer.

[GAO COMMENT: We obtained our information in March and April
1980 principally from the EPA regional section chief familiar
with the Thayne project. Wwhen he provided us with that informa-
tion, no firm decision had been made by Thayne to change the
scope of the project by cutting off SVCC from the system.

(This was done in August 1980.)

The fact that the officials did not know that the proposed
construction items were not being constructed is valid.]

On pages 20 and 21 reference is made to the fact that
the Town spray field system cannot be operated without dam-
age during winter months. Apparently the EPA has stated
that they will require the Town to modify the spray field to
insure that it can be operated on a year-round basis. The
Town's design of a modified spray field system in conjunc-
tion with rapid infiltration beds and storage ponds for win-
ter use was part of the approved Town~only project which has
been partially constructed. The Town believes that it is
practically impossible to operate the spray field on a year
round basis, regardless of the type of valve used, without
causing major damage. The Town applied to DEQ to modify the
Town's discharge permit to allow discharge from the facility
during the 1980-1981 winter after the Town was denied funds
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to complete the storage ponds and infiltration beds and was
denied that permission. The Town will continue to seek per-
mission to discharge during winter months until funds have
been made available and the remainder of the winter time
portion of the Town's system has been constructed.

[GAO COMMENT: None.]

On page 26 and 27 reference is made to the industrial
cost recovery program. The Town presently has certain funds
which are held for reimbursement to the federal government
pursuant to the industrial cost recovery program. The Town
has never taken issue with its ultimate obligation to pay
over these funds to the United States treasury, and has con-
sistently stated only that it must receive a voucher from
the appropriate federal agency before it can pay over these
funds. Such vouchers are required for the expenditure of
municipal funds by the laws of the State of Wyoming. When a
proper voucher is submitted, these funds will be paid over.

[GAO COMMENT: EPA told us that it will collect the funds from
Thayne. See p. 32.]

Pages 27 through 29 present considerable material
regarding the engineering services provided to the Town by
Tudor Engineering, and the costs involved in these ser-
vices. The Town does not dispute that substantial sums were
required for engineering services. However, the Town be-
lieves it is fundamentally misleading to compare the costs
of engineering services provided in this project with the
costs associated with a normal sewage project. The history
of the Thayne sewage treatment project has been anything but
a normal history, and the engineering services which were
required of Tudor Engineering were extensive and demanding.
The Town believes that the cost of engineering services
associated with this project should be judged on the basis
of the actual history of the project and not some theoret-
ical norm which bears no relationship to what took place.

[GAO COMMENT: The reason we raised the issue of the high
architect/engineering fees was to advise EPA that the fees
should be carefully evaluated during its final audit. Our
review did not attempt to determine what actual services Tudor

provided to Thayne.]

With regard to the agreement between the Town and Tudor
Engineering, it is regretable that the GAO report omits to
note that there is presently in existence a contract between
the Town of Thayne and Tudor Engineering for the provision
of engineering services. A copy of this contract was pro-
vided to the Denver office of the GAO, but for reasons
unknown to the Town, that office failed to mention or in-
clude consideration of this contract in its report. The
best available information to the Town indicates that a for-
mer town attorney attempted to negotiate another contract in
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a form acceptable to the EPA, and required only written
approval from the EPA of certain prcvisions in the new con-
tract in order to recommend its approval by the Town.
Although the EPA gave telephone assurances to the former
attorney of the Town that such approval would be forth-
coming, no written documentation was ever given to the Town
of Thayne and no further mention of an additional contract
between the Town and its engineer was ever made to the Town
by EPA. As noted earlier, the Town relied upon the EPA as
the expert agency in administering its own programs.

[GAO COMMENT: Our report clearly describes the situation about
the engineering agreement and recognizes the signed agreement
between Thayne and Tudor.]

On page 31 mention is made of the recovery which the
Town of Thayne received from the bonding company which bond-
ed the contractor who began work on the inital sewage treat-
ment facility and then went broke. The Town agrees with the
draft report that it is the Town's obligation to expend all
of the bond recovery funds for repair and modification of
the Town's system. The Town has expended all of the remain-
ing funds from the bond recovery to further repair and modi-
fy the Town system, as the Town has paid over all of these
funds in partial satisfaction of the Town's obligation to HK
Contractors who completed the rehabilitation of the Town's
sewer system in 1980.

[GAO COMMENT: We have updated our report based on these
comments on p. 30.]

On pages 31 and 32, reference is made to allgggd con-
struction overpayments. The Town of Thayne's position 1s
that there were no overpayments made with regard to the
Town's sewer treatment project which result in any liability
on the part of the Town of Thayne to any othgr party or
agency. The Town of Thayne worked closely with the DEQ and
EPA in attempting to solve the problems related to tbe sew—
age treatment facility. The Town of Thayne was and 1s noF
sophisticated in matters such as those related to the admin-
istration of federal sewage treatment projects and justifi-
ably relied upon state and federal officials. The Town gf
Thayne believes that it has acted reasonab}y'and responsibly
in attempting to deal with conflicting pclitical and econ-
omic pressures and an unnecessary sewage treatment system,
and that it is not responsible legally or otherwise.for any
"overpayments" which may have resulted during the history of

the project.

[GAO COMMENT: 1If EPA's audit shows that Thayne has been over-
paid or that Thayne spent funds for items which are not eligible
for Federal participation, Thayne 1is liable for such overpayments
and must make restitution.]
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This would mean the Cheese Plant would have to construct their means of disposing gt
their waste, which would be very costly to them.

E.P.A. asked for reasons why Sept. 1, 79 is not ample time for them to have the
problem worked out. They said the study could take three months at least, and
how much longer is anybody's guess. They also indicated, the study is based on
volume, and their daily volume is not near enough at this time.

Attorney Huff told the Cheese Plant representatives, that the discharge fronm their
plant is higher than any other cheese plant he is familiar with. He said other plant
are doing a better job in cutting down, and also pre-treating before it enters the
system. The nigh ioad causes odor, pumping and disposal problems. The Town Sewer
System was disigned for taking care of 1750 # of BOD daily. The present amount of
16,000 going into the system daily is too high to handle. Attorney Huff said his
information was based on the monitoring data taken by personell from his agency,
when they were in Thayne, recently. He also indicated the production rate and
discharge is greater now than at the beginning of the system. Benson denied this.
He said, the plant has less waste, and input today, than thére ever has been.«

Huff made it clear, the E.P.A. is looking to the Cheese Plant to cut down all waste
and do it very quickly. He said their approach is to get it out. They don't care
how. Violating the designed load limit will mean trouble. He said if the E.P.A.

so desires, they cuuld come down very hard on the Cheese Plant.

Attorney Knoll feels a private study by the cheese plant would be faster than
waiting for the State study, and suggested it be done this way. Attorney Huff
asked the plant owners if they had a Consultant they could hire to do this study.
The answer was yes, and he suggested they hire them tomorrow, and then keep their
agency informed as to the prodgress.

Attorney Phibbs, after consultation with Don Armstrong and Mayor Dana,informed the
group, the Town would give them until May 15, 1979, to decide definitely what
their plans would be. If the cheese plant is not doing everything possible to
take the necessary steps to get the Lactose removed, on May 16, 1979, the plans
for a system to take care of the needs of just the town would be submitted to the
E.P.A. AND D.E.Q.. If the town takes this route, and constructs a system, without
the Creamery, it could be completed this year. Necessary funding will also be
decided at that time. Jim Brooks assured the town officials, that should they
divorce themselves from the Creamery, they would be out of the Industrial Cost.
Recovery, and would not be responsibie for the Cheese Plants share of funding.
Attorney Phibbs asked what situation the town would be in, should they go it alone,
and were committed, and then could not meet the Sept. 1, 1979 deadiine. He felt
the assurances from the E.P.A should be in writing, in the event that different
personel]l might be involved by that time.

The NOTICE OF VIOLATION the E.P.A. is planning to issue calls for dates, and
certain steps required to be taken.

The Agreement with the Town and the Cheese Plant will have to be made within 30
days after receiving the order. .

The date to expend the funds will tentatively be June 1, 79

The date for final compliance will be Sept. 1, 1979,

E.P.A. wants a Compliance Schedule.

von Armstrong asked about the waste presently going into the River from the
Treatment Plant, and what the Town is facing in the form of violation if it
continues.
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WIS W, RIGGS RALPH A. TUDOR (1902-19631
{0BERT N. JANOPAUL
STANLEY K. FROID TUDOR ENGINEERING COMPANY 148 NEW MONTOOMERY ST
DAVIS ¢, TOOTHMAN SAN FRANCISCO.
PAUL E POTTER CONSULTING ENGINEERS AND PLANNERS CALIFORNIA 94108
KEITH D. BULL 480 SOUTH FEDERAL BLVD.
DOUGLAS J MANSFIELD RIVERTON, WYOMING 82301 DONALD L. ARMSTRONG
WILLIAM W. DAVIS TELEPHONE (307) B%6-4101 ROBERT B. STANNARD

ORAL |. CONYERS
MICHAEL B. HARRINGTON
THEODORE H. PURCELL

United States General Accounting Office May 4, 1981
Community and Economic Development Division
Washington, D.C. 20548

Attn: Henry Eschwege, Director
Subject: Thayne Wyoming Wastewater Treatment Facility 668
Dear Mr. Eschwege:

Tudor Engineering Company would like to thank you for the
opportunity to respond to the draft report on The Thayne, Wyoming,
Wastewater Treatment Facility. It is evident from the Draft
Report, that the Thayne project does not fit into the carefully
structured framework of the standard EPA project. It is our
feeling that the facts contained within the report are essentially
correct although we do have concerns and comments about the back-
ground and interpretation of these particular facts in the context
in which they were developed.

Attached please find a more comprehensive list of comments
concerning the draft report and a chronolgy of events. There are
three (3) areas that we would highlight as being our concerns with
the thrust of the draft report,

1. Tudor Engineering Company was selected from a field of
three (3) consulting engineers and became the project
engineer for the Thayne project as stated in the draft
report. The existing condition of the system and mag-
nitude of the Town's problem were as follows:

a. The severe odors emanating from the sprayfield
operation could be smelled 5 miles beyond the Town
limits

b. The system was inoperable and in near complete fail-
ure of the collection system, pond liner, sprayfield
controls and sprinkler laterals due to construction
related problems.

c. The system was severely overloaded by the SVCC dis-
charge.

d. The Town was under a great pressure from citizens,
business and regulatory agencies to correct the pro-
blems in an expedicious manner. For instance, EDA
grant requirements stated that construction must
commence in 90 days from grant acceptance.
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TUDOR ENGINEERING COMPANY
Page 2

United States General Accounting Office May 4, 1981

2. When selected Tudor Engineering Company developed a
close working relationship with the Town. Tudor
advised the Town as to the problems, solutions, and
ramifications while attempting to maintain a straight
line to ultimate project completion. This straight
line to completion was modified by (a) identification
to the actual problem, (b) economic and political
influences on the Town and (c¢) changes in regulatory
perspective and requirements for the project.

3. The Thayne project was not the first EPA project for
Tudor Engineering Company. The Tudor Project Manager
served as the State Department of Environmental Quality
project officer prior to joining Tudor Engineering Com-
pany. As the State official directly charged with the
EPA grant projects within Wyoming, I was well versed in
the requirements, procedures and implementation involved
in a municipal grants project. As such both the firm and
the Project Manager understood the regulations, rules and
requirements and endeavored to meet the intent and letter
of the regulatory and grant reguirements. The volumes of
letters, memos, phone calls, meetings, reports and other
communication validate the effort Tudor made to inform
the various parties of the constantly changing project.

Again we thank you for this opportunity to address your draft
report. If we can provide other comments or answer further questions
concerning our involvement in this project please feel free to call
upon us.

DLA/siw
encl:
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ATTACHMENT NO. 1

COMMENTS T0O THE DRAFT GAO

REPORT

72



APPENDIX IV APPENDIX IV

Page 4 Line 3

Thayne terminated sprayfield operations during December 1980, when
freezing occured causing damage to sprayfield risers. The concern

of the town was based on experiences of 1975, '76 and '77 when damage
occured to the sprayfield during operation.

[GAO COMMENT: Our information differs from Tudor's. The town
clerk told us in January 1981 that Thayne did not operate

the sprayfield at all during the winter of 1980, in anticipation
of damage to the sprayfield risers.

The sentence has been deleted from the report.]

Page 7 Line 5

The draft report states that the treatment facility sits basically
idle, while the system no longer treats waste from the SVCC plant.
The system now adequately treats the wastewater generated by the

Town of Thayne.during all but the coldest winter months.

[GAO COMMENT: We did not determine the extent of treatment
of Thayne's wastewater.]

Page 7 Ttem 7

The failure to construct the proposed new items did not in any way
contribute to the failure of the Town of Thayne's treatment system.
Failure of the Town of Thayne treatment system can be attributed
entirely to poor construction, non-existent construction inspection

and callous overloading by Star Valley Cheese Company.
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[GAO COMMENT: The report did not state that the system's failure
resulted from the failure to construct the proposed items. The
purpose of the statement was to show that not all the funds EPA
granted to construct certain items were used for those items

and that the EPA project officer was not aware that this was
occurring.]

Page 12 Paragraph 1

The original design engineer states that the system worked. This
statement is based on the 1978 University of Wyoming report that in-
cluded that treatment did occur. Treatment occured in many phases of
the project: aeration cell, the storage cell, the sprayfield, the
snowpack in winter, but at no time did all of this trecatment constitute

a working treatment system. Its hard to envision that the Town of Thayne

saddled as they were with extreme odors, frozen and ruptured lines,
overation and mtainenance expenses, surface runoff to stream, and
other continuing problems would classify the Thayne treatment-system
as successful.‘ The reason for the draft report well validates that
the system did not and has not worked as the original. designer had

envisioned.

[GAO COMMENT: None.]

Page 13 Third Item

The report states that certain day-to-day maintenance activities were
neglected. These maintenance activities, as far as Tudor could de-
termine from the very first.experience in 1977, played no part in the
failure of the system.

[GAO COMMENT: An EPA report stated that maintenance activities
did play a part in the system's failure.]
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Page 13 Paragraph 1-Odor Problems

The report leads one to believe that the Mayor, because of the odor
shut the system down in 1978. The facts are, that from 1976 until

the eventual shutdown in 1978 the Town tried many proceédures to cope
with the odor problem. These included the addition of hydrogen per-
oxide, chlorination, operational techniques including full pond and
shallow pond, effluent recycle back to the aeration pond to increase
the storage and dissolved oxygen content. It was not until the sumnmer
of 1978 when the rubber liner in the storage pond completely failed,and
was sucked into the pumps, that the Town shut the system down because
of the physical impossibility to continue sprayfield operations.

[GAO COMMENT: We have changed the report to remove the implica-
tion that the odor problems led to the facility's downfall.]

Page 14 Paragraph 1 - Attempt to deal with problems failed

Tudor's report of 1977 states that refinements would be made. This
report was completed in 5 weeks time at the direction of the Town and

regulatory officials. The report was based on all available documents

and data accumulated by the Wyoming DEQ, University of Wyoming,
Environmental Protection Agencies and those in the Town's hands.
This existing documentation, as was proven by December of '77,doc-
umented approximately 20% of the actual loading entering the treat-
ment system.

By December of 1977 Tudor had questioned the data due to the first
samples taken from the treatment plant. DEQ began informing all
parties of the high loads found and continued until the final report
prepared in March of '78 which documented the severe overloading

from the Cheese Plant.
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[GAO COMMENT: We questioned a Tudor official as to the reason
that Tudor did not perform tests of the BOD loadings from SVCC
before making its report. As we noted on p. 11, DEQ tests in
1975 showed overloading by 52 percent of plant capacity. The
Tudor official said that Tudor relied on the data it had been
provided because Thayne wanted a report quickly. He said
Tudor knew of the 1,979 BOD data but also saw other data which
showed lesser BOD levels. He added that Tudor believed, after
performing an analyses of the system that existed, that it

was capable of handling 2,000 BOD, the same amount the DEQ

data showed.

We continue to believe, however, that Tudor should have deter-
mined the extent of the BOD overloads before suggesting to
Thayne the $592,000 in construction and repair items that
Thayne later requested from EPA.]

Page 15 Item 1

Some repairs were made to the collection system. These repairs took

approximately 2 years worth of time and cost approximately $85,000.00

[GAO COMMENT: We added this information to the report.]

Page 16 First Item

The report states the flow monitoring stations were not in use at

the time of the inspection. The reason the flow monitoring stations
were not in use were because of the EPA ICR moritorium. The use

of the monitoring stations is totally in doubt now as the ICR program

has been cancelled and there is no utility for these monitoring

stations.

[GAO COMMENT: None.]
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Page 16

The course of events documented by memos, letters and other documents,
from the first Tudor report in August 1977 to the actual disconnection
of the SVCC on August 6, 1980 is detailed in the attached chronology
and summarized below.

From the time that Tudor first determined that SVCC was discharging
greater than 2000 BOD* to the Thayne system, (Nov 77} the engineers
and the Town worked in concert to insure all parties, specifically
DEQ, EPA and SVCC clearly knew and understood that the original

Tudor budget could not cover the costs of the necessary construction
to treat all of the SVCC existing wastes.

Beginning in the summer of 1978 the Town, DEQ & EPA began the process
of insuring that svCC did not exceed the mandated 2000 BOD limit.

In February 1979, all concerned parties including DEQ, EPA, SVCC,
FmHA, DEPAD, Univ. of Wyo., the Town and Tudor met and discussed very
pointedly that 2000 BOD was the maximum allowable SVCC loading. At
this meeting the Town informed all parties that the"Town only"system
would be constructed if the SVCC didnot reduce their discharge to the
2000 BOD. As SVCC waivered in their commitment to reduce their loading,
the Town continued on a course of conduct to insure a bid opening for
construction occured in Aug 1979.

The Town and Tudor met with the DEQ Administrator and the EPA project
engineer and grants attorney in Cheyenne on May 11 to review the plans
which would be offered for bids.

After the May 1979 meeting, serious questions arose as to the con-
tinued participation of SVCC in the Thayne system. In response to a
request from Governor Herschler to allow SVCC additional time to make
its decision, the Town with concurrance from SVCC elected to prepare
two bid packages: the first for a 2000 BOD biological reactor, and
the second a "Town only" system. SVCC was informed and concurred that

*defined the «ame as in the GAQ report -4-
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Page 16 (cont.)

all expenses incurred by preparation, and publishing_two bid packages
would be reimbursed to the Town. This was to insure that the Town,
(EPA funds) paid for only one set of plans and specifications. The
two sets of plans were subsequently advertised for bid due to the
time necessary to comply with the legal advertising and adequate con-
tractor review. After several delays and continued inaction by SVCC,
the contractors were informed that bids would be received on the "Town
Only" system. This decision was concurred with by DEQ as a result of
consultation with the Town and Tudor just seven days prior to the bid
opening.
Immediately after the bids were opened, a meeting was held with all
parties. The result of the meeting was three fold:
1. A 45 Gay sampling period to validate the SVCC discharges,
after completion of inhouse pretrcatment.
2. Set December 10, 1979 as the decision date to proceed with
either a biological reactor or a "Town Only" system.
3. Authorized construction, after negotiation, of work items
required by both projects so as not to unduly prejudice the
Dec. 10 decision.
The DEQ approval and Permit to Construct for the "Town Only" system
{which did not include biological reactors) was issued on Sept. 26,
1979. The EPA Director, Office of Public Facilities and Grants, Water
Division, in the Oct. 22, 1979 letter to the Town states that..."The
plans and specifications for rehabilitation and modification of the
wastewater treatment works for the referenced project have been re-
viewed by the Wyoming DEQ and recommended for approval. This office
hereby approves the plans and specifications".
As a result of the concentrated sampling program conducted as directed

by the regulatory agencies, and the total lack of response of the SVCC,
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"Page 18 (cont.)
the Town made the decision in Dec. 1979 to terminate the SVCC usage
of the wastewater system. This fact was communicated in a letter
from the Town's Attorney to the SVCC with all parties receiving copies.
As a result of the December meeting Tudor prepared a request for grant
amendment which was approved by the Town and submitted. In March 1980,
the Wyoming DEQ received the grant amendment which officially requested

the project scope be reduced and modified for a "Town Only"” system.

WETH THESE FACTS IN MIND IT IS HARD TO ENVISION THAT EPA PERSONNEL
WERE TOTALLY UNAWARE OF THE ONGOING CONSTRUCTION DIRECTION IN MARCH

AND APRIL 1980.

From as early as April 1978, Tudor and the Town tried to educate the
EPA and DEQ that a 2000 BOD bioclogical reactor would only work if the
SVCC significantly reduced their excessive loading to previously es-
tablished levels.

The confusion spoke of on page 16, paragraph 3, was created by the

SVCC attempt to cloud the issue that the severe problems were created

by their excessive discharge that had placed the Town in this particular
position. The Town and Tudor acting together, made a consistent con-
scientious effort to establish a straight line to completion of the
project. The buffeting action of the various agencies, parties, etc.,
served only to slow the process but, not by any means, to detract from
the ultimate completion within - 'the established guidelines, rules and
regulations. This buffeting of time and expense included the following
examples of work required by regulations or regulatory agency direction:

. Preparation of two industrial cost recovery (ICR) programs based
on two different EPA stipulated industrial shares.

Design and construction of monitering vaults for ICR compliance
($34,690 construction cost)
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Page 16 (cont.)

Attempt to eliminate the surface discharge by bidding a

«

portion of the project during the fall of 1979, only to

have the bids excessively high.

Notice of violation by DEQ to the Town attempting to limit

the SVCC discharge and dictating the terms of an agreement

between the SVCC and the Town. The resulting confusion

delayed the construction from June 1979 to September 1979

[GAO COMMENT: These comments are essentially concerped with how
Thayne and Tudor have attempted to keep EPA and DEQ 1nﬁormed of
the project's progress. The comments‘attempﬁ to exp}aln why
Thayne decided not to build the facility envisioned in the

grant agreement.

Tudor does not believe that EPA was unaware, as our report
points out, of the construction direction in March and April
1980. We based our statement on two discussions with

the EPA regional section chief responsible for the Thayne
project. Tudor's comments refer to a March 1980 request for
additional funds as the document which officially reduced
the scope of the project. This request does not state that
such a reduction was being planned. It requests more funds
“to cover design and construction of lower storage ponds,
rapid infiltration basins; return water pumping stations

and chlorination facilities."”

Such a request could be interpreted as a partial reqguest for
more construction work and does not constitute or clearly
communicate a reduction in scope nor a formal modification
for a town-only system. ]

Page 16 (paragraph 4)

What appears to be unusually high engineering fees can be attributed
to the constantly changing airection of the project. The Tudor in-
volvement was formulated on a "crash" basis, under heavy political
and regulatory pressures. Tudor's preliminary report, while based

on the best data available, underestimated the scope and nature of
the problem. The period from October 1977 to April 1978 was spent in

cataloging the industrial flow from SVCC and developing abatement
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proposals. During this period Tudor verified that the existing
organic load was four (4) to twelve(1l2) times what was previously
believed. A summary of these abatement studies was prepared and pre-
sented to a meeting of interested parties in April, 1978. Present
at this meeting were representatives of the Town, Tudor Engineering Co.,
SVCC, DEQ, and EPA. The economic benefits of flow and organic abatement
were discussed at length. Two feasibility level studies were presented,
one to treat 12,860 BOD and one to treat 2023-BOD. Also presented
were cost estimates and projected ICR payments by SVCC. These studies
were meant to show the economic necessity of flow abatement. Tudor
did not propose that the larger system be considered for construction.
The introductory paragraphs to these studies states:
..."The two flow schemes and cost estimates presented are not
meant to be preliminary, or proposed, treatment flow schemes.
They are intended to be used for the City and Industry's
decision making process. The relative costs of the two
situations should remain about constant, whatever treatment
process is selected.”
At this meeting the absolute necessity of reducing the SVCC waste-
load was well recognized by parties attending. Tudor, in fact,
refused to proceed until this recognition was clearly stated in
writing by the Town, DEQ, and EPA. After the April '78 meeting,
the CONCEPT that SVCC would abate their wasteload was well accepted.
The IMPLICATIONS of this acceptance were not well defined at this
point. Negotiations between SVCGC and the Town to fix a wasteload
ceiling covered nearly two (2) years. The changing regulatory per-
spectives, coupled with input from various State agencies, resulted
in substantial changes in project direction. As late as December,

1979 the final project and scope had not been established.
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[GAC COMMENT: We have recognized Tudor's justification for the
higher than average fees on p. 27.

We have also revised the report to show that Tudor did not pro-
pose the larger system for construction.]

Page 18

The August, 1979 meeting is a pivitol one, for at this meeting the
groundwork was laid that would eventually result in the disconnection
of SVCC from the Towns system. This meeting dealt with the propcsed
system loadings and the inability of the Town and SVCC to reach a
mutually satisfactory agreement. Dual stratigies were mapped out to
allow either construction of the 2000 BOD system or what has become
known as the "Town only" system. The GARO synopsis of this meeting

is a fairly accurate one except for the following point: The con-
struction authorized at the meeting was never meant to be a final
solution to the Town's treatment problems, even without the SVCC
wasteload. The object of this project (Titled Phase V) was to construct,
or rehabilitate, those items COMMON to both the "Town Only" and the
SvCC (2000 BOD) systems. Very little new construction was done except
as to avoid future reconstruction. At this stage, the Town still
believed it was following the dual strategy.approved and demanded

by the various parties involved, and that a final decision, as to
which project would ultimately be built, would take place at or
after. the Council meeting of December 10, 1980. The Town still
envisioned one final construction project would be bid. Evidence

of this is clearly demonstrated by the Town's instruction, to

Tudor Engineering Companf, to reconstruct the failed system in as
flexible configuration as possible and the submission of a grant
amendment application which was received in March 1980 by the

Wyoming DEQ. Tudor designed, and during the Phase V, constructed.
connection piping to accomodate either the SVCC (2000 BOD) system

or the future additions to complete the "Town Only" system were
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installed. These connections have no utility whatscever in the
current configuration. The Town has twice submitted grant amendment
applications to formally identify the direction and cost for project

completion.

[GAO COMMENT: None.]

Page 18 (paragraph 5)

Comment is made that Tudor Engineering officials stated that by
August 1979 meeting,not enough funds were left to make the necessary
changes. This fact was brought out by Tudor at the August meeting
because of several important facts.
a. The grant request made in August of 1977 assumed and was
dictated by a rapid completion schedule By August 1979, inflation
had already taken its toll on the proposed budget.
b. At the August meeting construction bids were in hand, there
was no longer any question of engineer estimate, the facts were
known and the dollars were on the table.
c. A critical shortage of construction trades and contractors
created an inopportune climate for bidding the various Thayne
projects. Specifically, due to energy and mineral impact, only
one bid was received on both the phase 3 and the phase 5 con-
struction effort.
These three reasons then, were the basis of Tudor's comments at the
August meeting concerning the very real facts that because of numerous
design/redesign, the numerous bid/rebid, the effect of inflation,
the lack of a competitive market and the length of time from the
original grant request predicated on a rapid completion, were the
various factors which diluted the funds to the point where necessary
construction could not be completed.

LGAO COMMENT: While these factors may have existed, our review
was not directed at determining their validity.]
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Page 21 EPA Officials

The title states EPA officials were unaware of the lack of construction
work. The comment refers to an EPA section chief under misconceptions

in the March/April 1980 time frame. The chronology of the meetings,
memos, letters, phone calls, telegrams and other correspondence,

document the fact that Tudor Engineering Company, the Town of Thayne,

and all parties were aware of the direction, the timing and where

funding was being spent. If the EPA section chief was misinformed it

was only because the project officer assigned to the project did not
communicate within his own organization the facts as they were developing.
Letters received by the Town and Engineer were signed by the appropriate
EPA agency officials. The Town made every effort as did their engineer
to insure that copies of memos, letters, etc. were filed with all parties
so that no misunderstanding would occur. The attached chronology

identifies the various decision dates.

LGAO COMMENT: We did not determine the reason the EPA section
chief was unaware of the change in the items that would be
constructed. The many memos, meetings, and other correspondence
that were generated during the August 1977 to December 1980

time frame did not clearly communicate that the project scope
had been changed. A Tudor official agreed that Tudor did not
always formally notify EPA of changes in the project.]

Page 20

The EPA comment that the system could not spray in winter seems like

a strange realization in October 22, 1980. The facts are: Winter
operational problems previously discussed in the GAO report describe

the serious operational problems and the questions about winter spraying
of the wastewater. It was a well known fact and well documented

fact that Ehe Town of Thayne spent many hours and dollars repairing
frozen water lines that occured prior to 1978. The EPA comment

states that as initially designed and constructed the lateral con-

trol valves would allow the water to automatically drain. It is
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correct the original design called for and the installed valves

would have allowed,automatic draining of the lines. The fact is

the construction of the laterals was uneven and the valves could

not drain. It is also a pertinent fact that the August 1977 con-
cept as discussed earlier in the GAO report states that there was

to have been a biological reactor system with high rate perceolation
basins. The reason for that concept was that the sprayfield, would
be utilized during the summer growing months only, and the use of

the high rate percolation basins would only be for winter time operation.
It seems questionable then, that EPA had any questions left in the
1980 time frame that there would be wintertime operations. Tt is
alsc a pertinent fact that both EPA and DEQ reviewed the design and
DEQ issued a permit to construct, all based on the concept of summer-
time sprayfield operations and wintertime percolation basins. It is
therefore not an unreasonable concern of the Town and their

engineer in 1980, when the sprayfield operations began, that the

lines would continue to freeze and did infact freeze prior to being

shut down in December of 1980, an unusually mild winter.

[GAO COMMENT: None.]

Page 20
The EPA stated position in the GAO report is that Thayne should there-
fore install new sprayfield laterals at no expense to EPA. This is

a serious re-evaluation of the concept selected in 13977 and proceeding

forth until the apparent change in 1980.

{GAO COMMENT: EPA has made a policy judgment on the Thayne
project by taking this position.]
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Page 27 & 28 - Engineers fees

There is no masking or diluting the fact that a great deal of
engineering and other technical effort has gone into the project
since 1977, when Tudor was retained by the Town. If, and we under-
line the word if, the project had been of a scope and magnitude

as envisioned in August of 1977 when the first Tudor report was
prepared and presented, the engineers fees and project scope would
probably have moved along very smoothly with the engineer receiving

a more average compensation. The fact is, the magnitude of the pro-
blem which first had to be documented required engineers and technicians
time, and to communicate to all parties (EPA, DEQ, the Town, SVCC)
that the actual problem was much more severe than previous reports
had indicated required even more time. With the existing and con-
tinuing changing climate of regulatory decision makers and ‘stalling
tactics of the SVCC the project attempted to maintain a straight

line approach to solving the problem. The numerous re-design, change
of effort, and regulatory notice of violation, all served to create
increasing responsibilities and demands upon the engineer to create
new products and to re-evaluate those products previously accomplished
by Tudor and others. The final comment by GAO is that the project
envisioned was never built. The envisioned project would not have
solved the problem as documented as early as April 1978, and if con-

struction would have been another costly failure.

FGAO QOMMEN?: EPA has advised us that it will conduct a detailed
}nteylm audit and a final audit of the Thayne project as resources
pe;mlt: The audits will assure that the costs claimed by Thayne
and palq by EPA are allowable for ygrant funding. The engineering
fees paid to Tudor will be reviewed as part of the audits.]
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Page 28 The engineering agreement

An engineering agreement was signed in August 1977 between the Town

of Thayne and Tudor Engineering Company. This agreement was necessary
to confirm the EDA funding for the project. The unsigned agreement
was submitted for EPA's review to insure contract provisions were complied
with. The Town of Thayne was naturally reluctant to enter into another
engineering agreement unless it had the concurrance, advise and review
of that agreement by EPA. This is natural, understanding the p{oblems
and concerns they had with the previous engineer, and the problems
created by that particular agreement. The unsigned agreement was
forwarded by the Town attorney to EPA for comment. Several sections
of that agreement were highlighted for EPA's review and concern.

The Town and Tudor both pressed EPA officials for a review of that
contract so that it could be signed and placed in full force. DEQ
officials as well as Tudor and Town officials pressed the EPA pro-
ject officer for a review of these specific sections under concern.
Tudor recognizing the growing concern of not having an approved

EPA agreement, submitted proposed contracts on two other occasions.
The comment is made that Tudor Engineering officials were aware of

the requirements but offered no explanation to why they aid not follow
the requirement. Tudor did in fact follow all of the requirements
submitting the necessary agreements, forms and associated documents

to the Town and pressing EPA for a review. The Town of Thayne would
not and could not enter into that agreement until EPA had reviewed and
concurred in these specific sections that were highlighted for review.
The August 1977 agreement signed between the Town and the engineer

was not intended to be the EPA approved agreement, but as stated
previously was only intended to confirm the existence of a contract

between the engineer and the Town for the EDA purposes. While Thayne

87



APPENDIX IV APPENDIX 1V

ofticials may have been unaware of the reguirements for a formal writicn
agreement, Tudor Engineering acting as Thayne's advisor was well aware,

and did submit written agreements for EPA approval.

[GAO COMMENT: We have included Tudor's position in the report
on p. 29.]
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ATTACHMENT NO. 2
ABBREVIATED PROJECT

CHRONOLOGY
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Thayne Sewer
Project Chronology
Prepared from Documents
By Tudor Engineering Company

(See also DEQ Chronology 12/57 to 3/77)

6/77 Tudor retained by Town of Thayne

/77 Supplemental funding located

8/77 Tudor Preliminary Report

12/77-1/78 Stannard conducts field studies. Locates lactcse

stream, estimates load to have 75-90,000 popula-
tion equivalent

12/78 Report to DEQ of SVCC overload

1/78 Tudor report "flow and waste reduction analysis”
detailing located sources of organic and flow
and recommendations for abatement. Above report

forwarded to SVCC.

3/78 Above information communicated to DEQ. RAbove report
and feasibility cost estimates presented to Town
with Tudor recommendation that SVCC be required to
divert the lactose stream from sewerage system.

4/14/78 Meeting w/DEQ, SVCC, Tudor, Town, and EPA where
above findings were presented and discussed in open
meeting 2000 1b BOD/day estimated to be allowable
limit from SVCC.

4/26 Town request that EPA funding level be increased from
75% to 100% pursuant to 17 (a) (3).

5/31/78 DEQ concurs in decision to divert lactose stream

6/78 Town concurs in decision to divert lactose (copy to
sSvCe)

7/78 EPA concurs with decision to divert lactose

8/78 Phase II Contracts awarded

8/78 Letter from EPA to Sen. Hansen stating (among others)

that "success {of the project) depends on the factory's
effort to reduce the lactose load in their waste stream"

't

8/78 Tudor-DEQ meeting concerning the winter use of per-
colation ponds and summer spray, cost of necessary con-
struction
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9/78 Letter from DEQ as a result of the 8/78 meeting to
Town stating:
a) State does not have money to treat the whey
b) Elimination of whey is essential
c) Recommend settling specific waste allocation
for svCC

11/78 Letter from Town to SVCC notifying them of flow and
organic limitations and offering to negotiate up-
ward if necessary

11/78 Phase II, Schedule B, completed

12/78 EPA issues draft notice of violation to Town, copies
to SvCC

12/27/78 Meeting of Town W/SVCC to discuss manner which SVCC

proposed to meet above (11/78) requirements

1/8/79 Cheese plant discussed at Council meeting, SVCC
dién't attend

2/8/79 DEQ sets 3/15/79 as deadline for submission of draft
agreement between SVCC & Town

2/23/79 EPA serves notice to Town to develop a Pretreatment
program for specified industrial discharges

2/28/79 EPA (Grants & Enforcement), DEQ, Town, SVCC, fOwners
manager & attorney), DEPAD, FmHA, University of
Wyoming, et.al. meeting - cheese plant will determine
if they want to be in Town system by May 1. Town
will make decision by May 15, 1979. Dates committed
to EPA Enforcement.

3/26/79 EPA issues Notice of Violation to Town and SVCC

3/29/79 Armstrong (Tudor) meets w/SVCC owners and is told
coridensers will be in operation by 6/1/79 and load
will be 1800-2000 1b BOD/day.

4/13/79 Phibbs (Town Attorney), letter to Town detailing
conditions of proposed $85,000 DEPAD grant to Town

to buy SVCC condensors

4/24/79 DEQ sets 6/15/79 as deadline for signed agreement
between Town and SVCC.

5/11/79 Cheyenne meeting with Town, EPA, DEQ, Tudor, DEPAD,
et al to discuss the review of the construction
plans and status of available funding to complete the
project.
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5/11/79 SVCC given until 7/2/79 to decide to use system
or not due tO construction constraints (bid process,
notice to proceed, and estimated construction length).

5/14/79 Phibbs, (Town Attorney) receives phone call from svCC
advising they are seriously considering withdrawing
from system.

5/14/79 SVCC does not attend regular council meeting. Council
adopts motion that SVCC will be disconnected unless.
they notify Town within 7 cays that they will negotiate
a binding agreement to use sewer system.

5/14/79 Phibbs (Town Attorney) letter to Goulding detailing
above

5/16/79 Phibbs (Town Attorney) letter to DEQ about above

6/5/79 Town letter to EPA requesting a grant extension to

September 1, 1980

6/22/79 Gov. Herschler's letter to EPA detailing Project
History, events of 5/11/79 meeting and asking for
EPA to extend any deadlines 30 days to allow evalua-
tion of SVCC evaporator, supposedly on - line 6/27/79

7/3/79 Tudor trip to Afton, meeting w/SVCC engineers, manager,
lawyer about alternative bid packages, capability of
system as designed, and probable project course

7/9/79 Town Council
7/16/79 Public Meeting at Thayne DEQ, FmHA, Town, 22 citizens

attended. SVCC didn't attend. Purpose was to dis-
cuss alternative bid packages, project history and

course,

7/25/79 Plan submittal of “"Town Only" system for regulatory
review

8/17/79 Status review between DEQ and Tudor, plan presentation
and discussion

8/21/79 Bid opening - Phase V for "Town Only"” System.

8/29/79 Cheyenne meeting w/EPA (grants and envorcement}), Town,

DEQ, DEPAD, Governor's office (SPC), Attorney General's
office, Tudor

8/31/79 Garland (DEQ) memo detailing above meeting and setting
45 day sampling period, and December 10 council meet-
ing as decision point for SVCC participation

9/7/79 Tudor (DLA) to DEQ RIBs no longer part of project
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9/17/79
9/18/79

9/20/79

9/24/79

9/26/79

10/4/79

10/22/79

10/22-10/24/79
10/22-26/79

11/5/79

11/13/79

12/10/79

12/12/79

12/29/79
1/8/80
1/8/80
3/80
10/79-7/80

8/6/80

APPENDIX IV

Monitoring program begins at SVCC

Thayne, Phase V, contractor negotiations

Conference phone call: EPA (grants and enforcement)
DEQ, Town, Tudor, regarding evidence of negotiation
to construct Phase V. Parties informed AVCC will
not co-monitor during study period.

EPA (Brooks) telegram from TEC (DLA) results of
negotiation

DEQ signed Permit to Construct "Town Only" system
79-467R.

Thayne pre-construction and contract signing for
common portions of "Town Only” and biological
reactor system.

Letter from EPA confirming approval of pland and
award of contract.

SVCC engineer inspection of monitoring program
DEQ inspection of monitoring program

Monitoring report formulated and presented by Tudor
to Town

Monitoring report sent to SVCC and DEQ
Town Council meeting to discuss monitoring report,
efficiency of SVCC condensors, and resultant action

to terminate SVCC use of sewerage system on or ahbout
May 1 depending on construction progress.

Phibbs (Town Attorney) letter to SVCC notifying
of disconnection

Sen. Wallop staff representative briefed

Sen. Wallop staff briefing by phone

Phase II Schedule A completed

Grant Amendment received for processing by DEQ
Construction of Phase VI project

SVCC disconnection from Town System.
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ED HERSCHLER
GOVERNOR

@e/mfa/menl 0/ Envirenmental Qwa/&'/y
Waler Duality Division

EQUALITY STATE BANK BUILDING
CHEYENNE, WYOMING 82002

401 W. 19TH STREET TELEPHONE 307 777-7781

May 5, 1981

Mr. Henry Eschwege

Director, Community & Economic Development Division
United States General Accounting Office

Washington, D.C. 20548

Dear Mr. Eschwege:

I appreciate the opportunity to review the draft document concerning
the municipal wastewater facility project for the Town of Thayne. Since,
as you indicated in your cover letter, the document consists of only ex-
cerpts from the total report, it is impossible to determine whether the
statements presented are an accurate reflection of the true situation
without knowing the context in which they are used. I feel there is a
lack of emphasis placed on how the project has affected the community,
i.e. financial condition, but rather addresses, to the most part, defi-
ciencies resulting from the complexity-of the situation. Without having
been directly involved in the meetings, discussions and less formal nego-
tiations, it is impossible to accurétely re~construct the occurrences.

I sincerely hope that the conclusions and recommendations, of which
we are not privy to, take this into account. Since the document, in it's

present form, is of absolutely no use to this agency, I am returning it.

If I can be of any further assistance, feel free to contact me.

Sincerely,

w9

William L. Garlahd

Administrator

Water Quality Division

Department of Envirommental Quality

WLG/in

(089141)
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