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increase of 2£ per gallon on fuel used for constrution activities of the department. This is estimated to cost 540,000 in
registration fees and $25,000 in fuel surcharge fees. The majority of these construction related costs would occur on

federal-aid construction. A breakdown of this estimate is attached,
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Construction Related Tank Registration

Estimate 50 projects per yearwith 4 tanksperoproject at 10,000 gallons per tank (average) =
50 * 4 * 10,000 * 20 pergallon storage = $40,000

Construction Fuel Surcharge

Estimate 50 projects peryearwith 50,000 gallons average = 2,500,000 gallons fuel
At 20 pergallon = $50,000

Less estimated allowance for fuel tax refunds (AS 43‘40,030)@ 50 % $25,000
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CS HB 220 (FIN)
Prepared by: Steven E. Kettel
April 29, 1989

REVENUE PROJECTION

Under Section 2 of this bill a surcharge of 21 per gallon Is levied on
all motor fuel except aviation and marine fuel subject to tax under

AS 43.40.010. No increase or decrease in consumption was estimated for
future use.

FISCAL IMPACT $25.0 CONTRACTUAL

One time cost for forms design, development, publication, postage and
industry training. Additional costs for accounting of the proceeds from

the surcharge will include data processing system upgrade and related
equipment acquisitions.
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The following is a summary of the main tasks under the proposed
legislation and an explanation of the necessary services.

Revenue 1is expected from two sources as a result of this
legislation; a tank registration fee and a gasoline tax.

1. Storage Tank Program Development

During FY 90, three FTEs will be needed 1in this program. One
professional position will manage a contract., develop and maintain
an automated database of above and underground storage tanks,
invest gate financial responsibility options and program funding
mechanisms, and prepare draft regulations in conjunction with an
Advisory Panel. This position will manage these 1items once
completed. One professional position will collect data, provide
technical assistance to facility owner/operators, and assist with
development of technical portions of the regulations. One clerical
position will provide typing, filing, data entry, and assist with
scheduling and administrative tasks associated with the Advisory
Panel. Draft Underground storage Tank regulations will be
completed in FY 90.

FY 91 and ongoing tasks will include completion and implementation
of regulations. Also required will be one additional professional
position and 1 additional clerical position. Major field tasks
include: inspection of tank/piping and associated structures,
installation and abandonment procedures, review of facility records
for maintenance and operation activities, and technical assistance.
The Department will examine means of contracting out functions.

2. Registration/Notification Program

During FY 90, three FTEs are estimated to be needed 1in this
program. One-half professional position will oversee the
development of the program, special databases, and associated
procedures, and develop contracts and forms. One-half clerical
position will provide needed assistance. Cue fiscal position will
justify accounts and revenues. One clerical/administrative
position will receive forms, enter data, develop and send mailouts
and perform followups. A consultant will be hired to set up a
computer program and develop guidelines; the contractual [line
includes $40.0 for this. Extra funds ($3.5) are included in
supplies to cover materials and postage for mass mailouts. The
equipment line 1includes $17.0 for specialized computer equipment
to gain access to AKSAS and to print mass mailouts and labels.

FY 91 and ongoing tasks will 1include sending out notices of

renewal, contacting new establishments, receiving payments and
upgrading the database to meet new needs. No additional positions
will be needed for FY 91 and subsequent years. It may be possible

to reduce staffing once the program is in place.



3. Public Information Program

During FY 90, one professional and one-half clerical FTEs will be
needed in this program. One professional position, with the help
of one-half <clerical position, will identify and provide
information and assistance to tank owners and will plan and conduct

public information activities. Development of the program will be
contracted out to assist tank owner/operators and the public
directly through presentations and workshops. Contractual funds

($15.0) are included fcr document set up and printing costs and
$6.0 is included for supplies for mailouts and software.

These tasks will continue during FY 91 as the regulations are
completed and program implementation begins. No additional
positions are anticipated at this time.

4. Loan or Grant Program

During FY 90, one-half FTE will be needed in this program. This
one-half professional position will assist the Department of
Commerce and Economic Development 1in setting up a loan guarantee
program, and approve the use of funds from the Underground Storage
Tank Account (case by case) to guarantee a loan.

FY 91 and ongoing tasks will include continued approval of all loan
guarantees or grants during the 10-year period that underground
tanks have to upgrade. An additional one-quarter FTE will be
needed for this purpose.

5. Underground Storage Tank Account Cleanup Program

During FY 90, three and one-half FTEs will be needed 1in this
program. One and one-half professional positions and one-half
clerical position will develop guidelines and review reported
leaks, document 1leaks on computer, determine the extent of
investigation, cleanup, and necessary upgrades to current facility
equipment, and oversee cleanup contracts. One-half position 1in
fiscal will help set up, receive, and deposit payments received.
One-half administrative position will track costs, and justify that
payments are correct and adequate. One-half professional position
in the Solid Waste Program will develop permits for disposal of
soils contaminated from releases. Additional contractual funds
(21.0) are included for development and printing of forms and
medical monitoring physicals for the two staff involved in field
work. The supplies line includes 35.0 for postage and mailout
supplies. The equipment line includes personal protective
equipment (5.0) for two staff persons.

FY 91 and ongoing tasks will include a considerable increase in the
regional office efforts to monitor contracts for cleanup, determine
adequacy of cleanup, and assure appropriate tank upgrades following
cleanup. Additionally, requests for contaminated soil disposal
permits will begin. Two professional ar.d one clerical FTE will be
required for these purposes.



Original sponsors: Menard, M.Davi3,
Brown, et al.

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 220 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to motor fuels, petroleum and chemi —
cal storage tanks, and investigation, containment,
and cleanup of oil and hazardous substances; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. The purpose of this Act 1is to authorize the
Department of Environmental Conservation to abate and prevent leaks associ—
ated with underground petroleum and chemical storage tanks 1in order to
protect the public from contamination of drinking water and the environment
and to establish mechanisms that will assi&i. the owners of underground
petroleum storage tanks to comply with federal and state requirements
governing their tanks. The legislature recognizes that these owners may be
faced with expenses that they <cannot 1immediately afford for liability
insurance, the costs of upgrading or replacing their tanks, and the costs
of cleaning up past contamination related to their tanks. The legislature
intends to help these owners through a <combination of educational
assistance, grants, and other financial assistance, but only if these
owners promptly comply with the new requirements of this Act.

* Sec. 2. AS 43.A0 is amended by adding a new section to read:

Sec. 43.40.015. ADDITIONAL SURCHARGE™ ON MOTOR FUEL. (a) In
addition to the tax levied by AS 43.40.010, there 1is levied a sur-—

charge of two cents a gallon on all motor fuel subject to tax under
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gasoline and under AS 43.40.010(b)(3) on aviation fuel other than
gasoline; and
(2) under AS 43.40.010(a)(2) and (b)(2) for motor fuel used
in boats and watercraft of all descriptions.

(b) The surcharge 1imposed by (a) of this section shall be col—
lected and remitted in the same manner as the tax levied and collected
under AS 43.40.010 except that the proceeds of the surcharge may not
be returned to municipalities under AS 43.40.010(e) or deposited in
any special account authorized under AS 43.40.010, but shall be remit-
ted to the commissioner of revenue for deposit into the general fund.

(c) The commissioner of administration shall separately account
for the proceeds of the surcharge collected under this section and
deposited into the general fund. The legislature may use the annual
estimated balance in the account to make appropriations to the Depart-
ment of Environmental Conservation for the petroleum and chemical

storage tank account established under AS 46.08.015.

*Sec. 3. AS 43.40.035(a) 1is amended to read:

(a) A person who resells fuel on which the tax under AS 43.40.-
010(a) or (b) and the surcharge levied under AS 43.40.015 were [WAS]
previously paid is entitled to a credit or refund of the tax or sur-
charge, or both, if (1) the resold fuel is not motor fuel and the
requirements of AS 43.40.010(1) have been fulfilled; or (2) the amount
of tax and surcharge previously paid exceeds the tax and surcharge due
on the resale. The amount of the credit or refund under thissection
is equal to the amount of tax and surcharge previously paid on the
resold fuel 1less the amount of tax prescribed by AS 43.40.010(a) or
(b) and the surcharge prescribed by AS 43.40.015.

*Sec. 4. AS 46.03 is amended by adding new sections to read:

ARTICLE 6A. PETROLEUM AND CHEMICAL STORAGE TANKS.



Sec. 46.03.360. REGULATION OF UNDERGROUND PETROLEUM AND CHEMICAL
STORAGE TANKS. (a) The department shall develop and implement a
program to prevent and abate pollution from underground petroleum and
chemical storage tanks through the adoption of regulations.
Consistent with other provisions in AS 46.03.360 - 46.03.450, the
regulations may govern

(1) notification;

(2) licensing, certification, inspection, and record keep—
ing;

(3) contingency plans and financial responsibility;

(4) construction, installation, and performance;

(5) maintenance, operation, and repair;

(6) spill and overfill control, corrosion prevention, and
release detection and reporting;

@) enforcement, corrective action, and damages and cost
recovery;

(8) closure and abandonment; and

(9) prevention of spills, releases, or pollution, to pro-—
tect the public health and environment.

(b) The department may distinguish between the sizes, types,
classes, and ages of underground petroleum and chemical storage tanks
in the regulations adopted under (a) of this section.

(c) The commissioner shall appoint an advisory panel to assist
the department in developing regulations under this section. The
panel must include public members and persons who will be governed by
the regulations, such as underground petroleum and chemical storage
tank owners and persons who install, repair, or test underground

petroleum and chemical storage tanks. Before a notice of proposed

AS 44.62.190 for regulations required
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under this section, the commissioner shall submit the proposed
regulations to the panel for review and comment. Before the commis—
sioner adopts regulations under this section, the commissioner shall
consider the comments of the panel.

Sec. 46.03.370. INSPECTIONS. (a) An underground petroleum
or chemical storage tank regulated under AS 46.03.360 - 46.03.450 is
subject to inspection by the department or by professionally qualified
inspectors certified by the department to -ensure compliance with
AS 46.03.360 - 46.03.450 and the vregulations adopted under those
sections and to verify information on the registration form required
under AS 46.03.400.

(b) An aboveground petroleum or chemical storage tank is subject
to inspection by the department or by professionally qualified
inspectors certified by the department to verify information on the
registration form required under AS 46.03.400.

(c) The department may contract with persons who are not state
employees to perform inspections under this section. The department
shall adopt regulations to implement a certification program for
persons who wish to be eligible for inspection contracts under this
section.

Sec. 46.03.380. EDUCATIONAL ASSISTANCE. The department shall
provide to persons who own or operate underground petroleum storage
tanks educational assistance to help them comply with federal and
state laws and regulations applicable co the tanks. The department
shall also provide the public with information to help the public
understand the effects associated with the release of petroleum prod—
ucts into the environment.

Sec. 46.03.390. GRANTS. (a) Except a provided in (¢c) of this
section, the department may issue a grant, not to exceed $100,000 per

220 (Fin) -4-
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facility, to the owner of an underground petroleum storage tank for
the purpose of °\ .

(1) removing and properly disposing of all sludges from the
tank and either filling the tank with inert material or properly
dismantling, removing, and disposing of the tank; or

2) retrofitting, repairing, or vreplacing an underground
petroleum storage tank to meet federal or state requirements.

(b) A grant under (a)(l) of this section may be for up to 90
percent of the costs approved by the department. A grant under (a)(2)
of this section may be for up to 75 percent of the costs approved by
the department.

(c) A person is not eligible for a grant under this section for
costs relating to a storage tank that contains motor fuel that 1is
exempt from the surcharge levied under AS 43.40.015.

(d) The department may adopt vregulations to implement this
section.

Sec. 46.03.400. NOTIFICATION AND REGISTRATION REQUIREMENTS. (a)
A person who intends to install or have a storage tank installed shall
notify the department in writing at least 30 days before installing or
having the tank installed. The department may waive the requirement
of this subsection upon a showing of good cause.

(b) The owner of a storage tank shall, within 30 days after
installing a storage tank, register the tank with the department on a
form provided by the department. The owner shall biennially renew the
registration.

(©) The owner shall specify on the registration form required
under (b) of this section the location, size, type of construction,

and age- of the tank; the type of petroleum or chemical stored in the

tank; and the total volume of petroleum or chemical stored in the tank



during the previous 12 months.

(d) If a storage tank 1is taken out of operation, the owner o

the tank shall

(1) specify on the biennial registration form the date the
tank was taken out of operation; and

(2) provide evidence satisfactory to the department that

A) all petroleum and chemical products and sludges
have been removed from the tank and properly disposed of;

(B) the tank has either been filled with 1inert
material or been properly dismantled, removed, and disposed of;
and

(C) the owner has otherwise complied with federal laws
relating to taking a tank out of operation.

Sec. 46.03.410. REGISTRATION FEE. (a) At the time of registra—
tion and renewal of registration under AS 46.03.400, the owner shall
pay to the department a registration fee of $.02 per gallon based on
the capacity of the tank being registered or a fee of $2,000, which—
ever is lower, subject to a maximum biennial fee of $40,000 per facil—
ity. The department shall deposit fees collected under this section
in the general fund. The commissionerof administration shall sepa-—
rately account for fees deposited under this section. The legislature
may appropriate the annual estimated balance of the account to the
petroleum and chemical storage tank account established under AS 46.-
08.015.

(b) The registration fee imposed under® (a) of this section does
not apply to a storage tank owned by the state. The department may by
regulation provide for other exemptions from the registration fee

imposed under (@) of this section.

Sec. 46.03.420. EXEMPTIONS. (a) AS 46.03.360 - 46.03.450 do

CSHB 220



not apply to a storage tank with a capacity of 1,100 gallons or less
at a farm, or at a residence that 1is a single-family dwelling or
duplex, if the storage tank is used for storing motor fuel that is not
intended for resale.

(b) AS 46.03.360 - 46.03.450 do not apply to a storage tank with
a capacity of 1,100 gallons or less if the storage tank 1is used for
storing heating oil for consumptive use on the premises where it 1is
stored.

(c) AS 46.03.360 - 46.03.450 do not apply to a storage tank used
for storing heating oil at a farm, or at a residence that is a single—
family dwelling or duplex, 1if the oil 1is held for consumptive use on
the premises where it is stored.

(d) AS 46.03.360 - 46.03.450 do not apply to the storage of
hazardous waste that 1is being managed under 42 U.S.C. 6901 - 69911
(the Solid Waste Disposal Act).

(e) The department may by regulation provide for other exemp-—
tions as necessary.

Sec. 46.03.450. DEFINITIONS. In AS 46.03.360 - 46.03.450

D "chemical™ means any substance defined 1in 42 U.S.C.
9601(14) (sec. 101(14) of the Comprehensive Environmental Response,
Compensation, and Liability Act of 1980), as amended, and any sub-—
stance having the characteristics identified or listed under 42 U.S.C.
6921 (sec. 3001 of the Solid Waste Disposal Act), regardless of wheth—
er the substance is a solid waste;

(2) "facility” means contiguous land and structures on or
in the land containing petroleum and chemical storage tanks owned by
the same person;

(3) "farm”™ means a tract of land devoted to the production

of crops or raising animals, 1including fish, and associated residences
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and 1improvements; Farm*1 includes fish hatcheries, rangelands, and
nurseries with growing operations;

) "petroleum”™ means crude oil or any fraction of crude
oil that 1is Uliquid at 60 degrees Fahrenheit and pressure of 14.7
pounds per square inch absolute; "petroleum™ 1includes petroleum-based
substances comprised of a complex blend of hydrocarbons derived from
crude oil through processes of separation, conversion, upgrading, and
finishing, such as motor fuels, Jjet fuels, distillate fuel oils,
residual fuel oils, lubricants, petroleum solvents, and used oils;

(5) “"storage tank"™ means one or a combination of stationary
devices that are designed to contain an accumulation of petroleum or
chemicals; are constructed of nonearthen materials such as concrete,
steel, or plastic; and provide structural support; "storage tank™ in-—
cludes pipes or piping connected to the storage tank;

(6) "underground petroleum storage tank™ means a storage
tank designed to contain anaccumulation of petroleum, the volume of
which, 1including the volumeof underground pipes connected to 1it, is
10 percent or more beneath the surface of the ground.

Sec. 5. AS 46.08.010(c) 1is amended to read:

(c) Except as provided in AS 46.08.015, the [THE] fund shall

used Tfor actual expenses 1incurred under AS 46.08.040. Except as
provided in AS 46.08.015, the [THE] fund may not be used for capital
improvements.
Sec. 6. AS 46.08 is amended by adding a new section to read:

Sec. 46.08.015. PETROLEUM AND CHEMICAL STORAGE TANK ACCOUNT,
(a) There is established in the fund a petroleum and chemical storage
tank account. The account consists of money appropriated to it.

(b) The commissioner may use money from the petroleum and chem—

ical storage tank account to pay for

CSHB 220(Fin)
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(1) the costs of investigation, containment, and cleanup of
a release or threatened release of petroleum or chemicals from a
storage tank or from uses related to a storage tank; payments under
this paragraph may not exceed $1,000,000 per investigation, contain—
ment, and cleanup action;

(2) the costs of investigation, containment, and cleanup of
a release or threatened release of a hazardous substance that poses an
imminent and substantial threat to public health;

(3) grants under AS 46.03.390; and

(4) the department®"s costs for administering AS 46.03.380 -
46.03.410.

(c) Each year, the commissioner shall use at least 10 percent of
the balance of the petroleum and chemical storage tank account exist—
ing on July 1 for grants under AS 46.03.390 during the ensuing fiscal
year.

(d) In this section, "chemical,”™ "petroleum,” and "storage tank"
have the meanings given in AS 46.03.450.

Sec. 7. AS 46.08.060(a) 1is amended to read:

(a) The commissioner shall submit a report to the legislatur
not later than the 10th day following the convening of each regular
session of the legislature. The report may include information con—
sidered significant by the commissioner but must include:

(1) the amount of money expended under AS46.08.015 and
46.08.040 during the preceding fiscal year;

2 the amount and source of money receivedand money re—
covered during the preceding fiscal year as specified in AS 46.08.020;

3) a summary of municipal participation in responses

funded by the fund;

(4)a detailed summary of department activities in re-
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sponses funded by the fund and the petroleum and chemical storage tank
account during the preceding fiscal vyear, including vresponse and j
descriptions and statements outlining the nature of the threat; the
report must separately describe how many requests for assistance have
been made to the department to use the petroleum and chemical storage
tank account to respond to a release or threatened release from a
storage tank and the estimated cost of containment and cleanup related

to those requests; and

(5) the projected cost for the next Tfiscal yee
monitoring, operating, and maintaining sites where response has been
completed or is expected to be continued during the fiscal year.

* Sec. S. Notwithstanding AS 46.03.400, enacted by sec. 4 of this Act,
the registration required under AS 46.03.400, enacted by sec. 4 of this
Act, is due December 1, 1989, for a tank installed before July 1, 1989.
This registration requirement also applies to storage tanks governed by
AS 46.03.360 - 46.03.450, as enacted by sec. 4 of this Act, that were taken
out of operation before July 1, 1989.

* Sec. 9. AS 43.40.015 is repealed July 1, 1998,

* Sec. 10. AS 46.03.390 is repealed July 1, 1994.

* Sec. 11. (@) Subject to (b) - (i) of this section, the owner of an
underground petroleum storage tank may request the department to use funds
from the account established under AS 46.08.015, enacted in sec. 6 of this
Act, to pay the costs of investigation, containment, and cleanup resulting
from a release of petroleum from, or associated with, an underground petro—
leum storage tank.

(b) Payments made by the department under this section shall exclud
a portion of the investigation, containment, and cleanup costs. The por—

tion of costs not payable by the department under this section shall be

based upon the total number of whole gallons of petroleum stored by the

CSHB 220 (Fin)



owner in all underground petroleum storage tanks during the 12-month period
2 preceding the date the owner reported the release to the department, as

3 follows:

4 Total number of gallons Amount of investigation,

5 of petroleum stored by containment, and cleanup

6; the owner in the 12 months costs not payable by the
before the report date: department under this section:

8 0 = 1,000,000 .uuunmeeee e $ 5,000

ol 1,000,001 - 5,000,000 . ccuoe e i 10,000

10 5,000,001 - 10,000,000 15,000

11: 10.000.001 - 15,000,000« e i e ceaaaas 20,000

]2; 15.000.001 - 30,000,000« e a e aeaaaas 40,000

B; Over 30,000,000 ... e e e e e e e e e e No costs payable
(©) An owner of an underground petroleum storage tank is not eligibl

15 to request payment under this section unless the owner establishes the
16i following to the department®s reasonable satisfaction:

(1) the owner reported the release to the department before

18] (A July 1, 1990, for a release that the owner establishes
19] first occurred before July 1, 1989;

m% (B) July 1, 1994, for a release that the owner establishes
2= first occurred on or after July 1, 1989, and before December 22, 1993;
22 2 the tank from which the release occurred was installed

23! before December 22, 1988;

i
24 (3) the tank from which the release occurred was registered with

.
the department as provided in sec. 8 of this Aet"by December 1, 1989;

(4) the owner has, after July 1, 1989, been in compliance with

271 all state and federal laws applicable to underground petroleum storage

28 tanks;

(5) the o\aier lacks sufficient assets to adequately self-insure



for the costs of investigation, containment, and cleanup resulting from
releases of petroleum from underground storage tanks as defined -under
applicable federal regulations;

(6) the owner, upon demand by thedepartment, pays the full
amount of costs not payable under this section as set out in (b) of this
section;

(7) the petroleum release was not a result of the owner®s negli—
gence, gross negligence, recklessness, or intentional conduct; and

(8) the owner agrees to

(A) upgrade all underground storage tank systems located at
the facility from which the release occurred to the standards set by
federal regulations; or

(B) remove and properly dispose of all sludges from the
underground storage tank systems located at the facility from which
the release occurred and either fill the tanks with inert material or
properly dismantle, remove, and dispose of the tanks.

(d) The department shall reject a request for paymentmade under this
sectionif the department determines that one or more of the following
conditions exists:

(1) the account established under AS 46.08.015, enacted by sec.
6 of this Act, lacks sufficient funds;

(2) other investigation, containment, and cleanup activities for

23 whichaccount funds, may be used constitute a higher priority for account

24ii fund expenditures;

(3) the owner fails to meet the requirements set out in (c) of

this section; or

(4) other good cause exists to reject the request for payment,

(e) A request for funding under this section, and a payment made



10

13
14
15
16
17
18
19

20

23
24
25
26
21
28
29

) The department shall determine which costs of 1investigation,
containment, and cleanup are eligible for payment under this section. The
department shall give higher priority to investigation, containment, and

cleanup under this section than to grants under AS 46.03.390, enacted by
sec. 4 of this Act.

) The department may adopt regulations reasonably necessary to
implement this section. The department shall by regulation adopt criteria
that will be used by the department for determining priorities for respond—
ing to a release or threatened release reported under this section.

(h) This section does not affect the liability under state or federal
law of any person for the costs of investigation, containment, and cleanup
resulting from a release of petroleum. However, the department may not
seek reimbursement of a payment made under this section unless the depart—
ment determines that che payment was requested under false pretenses or
that other circumstances render the payment 1inconsistent with this section
or with department regulations. This section does not affect the authority
of the department to seek recovery of costs other than payments actually
made to an owner under this section.

(i) A person 1is not eligible to request funding under this section
for costs relating to a storage tank containing motor fuel that is exempt
from the surcharge under AS 43.40.015.

) Theowner of anunderground petroleum storage tank for whom the
department makes payments under this section may not operate the under-
ground petroleum storage tank system for which payments were received under
this section for the costs of investigation, containment, and cleanup until
the system meets the requirements of federal regulations that are applica—
ble to underground storage tank systems installed after the date investiga-

ti”“n, containment, and cleanup are completed.

(k) In tnis



15

(1) "department™ means the Department of Environmental Conserva—
tion;

(2) "underground petroleum storage tank™ has the meaning given
in AS 46.03.450, as enacted by sec. 4 of this Act, but does not include
storage tanks that are exempt under AS 46.03.420, enacted by sec. 4 of this
Act, or regulations adopted under that section;

(3) "underground storage tank system”™ has the meaning given to
the term "UST system™ in 40 C.F.R. sec. 280.11, as amended.

* Sec. 12. By the 10th day of the Second Regular Session of the
Sixteenth Alaska State Legislature, the Department of Environmental Con—
servation shall submit a report to the legislature containing 1its rec—
ommendations on

(1) whether there is a need to develop a state program for the
prevention and abatement of pollution from aboveground petroleum or
chemical storage tanks; and

(2) the manner in which aboveground petroleum or chemical
storage tanks should be regulated, 1including recommended legislation, 1if
the department identifies a need under (1) of this section.

* Sec. 13. This Act takes effect July 1, 1989.



after the word petroleum
insert the words "and chemical”

Page 3, Line 3

after the word PETROLEUM
insert the words "AND CHEMICAL"

Page 3, Line 20

after the word petroleum
insert the words "and chemical”

Page 3, Line 25

after the word petroleum
insert the words "and chemical”

Page 3, Line 26

after the word petroleum
insert the words "and chemical”

Page 4, Line 3

after the word petroleum
insert the words "and chemical”

Page 4, Line 9

after the word aboveground
delete the words "storage tank"
insert the words "petroleum™
Page 14, Line 5

after the word aboveground

delete the words "storage tank"
insert the word "petroleum"

Page 14, Line 7
after the word aboveground

delete the words "storage tank"
insert the word "petroleum"



OFFERED IN THE HOUSE BY BARNES

Page

Page

Page

TO: CSHB 220 (Finance)

4, line 5, after "inspection":
Insert "by professionally qualified inspectors certified/"
“fx dU ph,

4, line 10, after "inspection"-
Insert "by professionally qualified inspectors certifiedll ,

-*2ru dfi~.
4, after line 11:
Insert a new subsection to read:

"(c) The department -ska-Hr contract with persons who are not
state employees to perform -af£T inspections under this section. The
department shall adopt regulations to implement a certification pro—
gram for persons who wish to be eligible for 1inspection contracts

under this section.”

4128189



OFFERED IN THE HOUSE

TO: CSHB 220 (Finance)

Page 2, line 2:

Delete "and"

Page 2, line 4, after "descriptions":

Insert " and, (3) except motor fuel which is neither stored in,
received in, nor delivered from an underground storage tank at the facility
where the sale giving rise to the imposition of the surcharge occurs.™

Page 6, line 6, after "renewal of":

Insert "an underground storage tank"

Page 6, line 10, after

Insert "At the time of registration and renewal of registration of an
aboveground storage tank, the owner shall pay to the department a
registration fee of $25.00."
Page 10, line 17 through page 11, line 4:

Delete all material.

Alphabetize the following subsections accordingly.

Page 11, line 20 through line 23:
Delete all material.

Renumber the following subsections accordingly.



LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM April 17, 1989
SUBJECT: Technical amendment (CSHB 220(Res))
TO: Representative Ron Larson

FROM: Terri Lauterbacti®jJ™/

Legislative Counsel

Enclosed is a technical amendment to CSHB 220(Resources).

Since AS 46.03.390 enacts a grant program, the reference to
"loan guarantees"™ should be changed to "grants."

IT I can be of further assistance, please let me know.

TML:Imb
L7/075

Enclosure






OFFERED IN THE HOUSE BY BARNES

TO: CSHB 220 (Resources)

Page 1, line 6:

Delete "motor fuels,"”

Page 1, line 7:

Delete the first comma.

Page 1, line 24 through page 2, line 24:

Delete all material.

Renumber the following b ill sections accordingly.

Page 9, line 17:
Delete "4"

Insert "2"

Page 9, line 18:
Delete "4"

Insert "2"

Page 9, line 21

Delete "4"

-1- 4117189



Page

Page

Page

Page

Page

Page

Insert "2"

9, line 23:
Delete "4"
Insert "2"
9, line 27:
Delete "6"
Insert "4"
11, line 1:
Delete ”8"
Insert "6"
11, line 26:
Delete "6"
Insert M4M
12, line 10:
Delete "4"
Insert "2M
13, line 6:
Delete "4"
Insert "2"

4117189






OFFERED IN THE HOUSE BY BARNES

TO: CSHB 220 (Resources)

Page 4, line 2, after "inspection":

Insert "by professionally qualified inspectors certified”

Page 4, line 4, after "sections.":

Insert "The department shall contract with persons who are not state
employees to perform all 1inspections under this section. The department
shall adopt regulations to 1implement a certification program for persons

who wish to be eligible for inspection contracts under this section.”

-1- 4117189



OFFERED IN THE HOUSE BY BARNES

TO: CSHB 220(Resources)

Page 1, line 21:

Delete ", grants,"”

Page 1, line 22:

Delete "other™

Page 4, lines 12 - 25:

Delete all material.

Page 8, line 12, after

Insert "and

Page 8, line 13:

Delete all material.

Renumber the following paragraph accordingly.

Page 8, lines 16 - 19:

Delete all material.

Reletter the following subsection accordingly.

-1- 4117189



Page 9, lines 23 - 24:
Delete all material.

Renumber the following bill sections accordingly.

Page 12, line 7, after "section.™ through page 12 line 10:

Delete all material,

_2- 4117189



myffif i ORI

ETepartme_nE of Transportatio
andPublic Facilitiet

BILLNO: HB220 APPROVED:

TITLE: An Act relating tomotor flels, DATE: March 24,1989

petroleum and chemical storage
tanks, and investigation, ...

The department Is supportive of the need to address the pollution and
operator liability problems associated with leaking underground tanks.
However, itis our opinion that this bill contravenes a long standing principle
of taxation, most particularly the rationale that there should be a clear
connection between taxes (or surcharges) levied and benefits derived. This
bill fails to follow this principle in that itbenefits many who will not
contribute taxes to the program, and the benefits to the main contributing
group, consumers of motor fuels, will be an abstract nexus. W e are especially
concerned that this obscure relationship between the taxes levied and the
benefits gained by transportation users will ultimately disenfranchise motor
fuel tax contributors and undermine the user fee concept associated with fuel
taxes. This user fee concept is the underpinning of successful transportation
programs throughout the nation.

Leaking fuel tanks used in transportation are only a portion of the pollution
problem the state faces. Similar tanks are used in commercial, residential and
industrial settings. While all groups will pay the annual tank registration
fees, only motor fuel sales are charged the 2e per gallon tax. This taxwould
provide these other industries with an on going subsidy at the expense of
transportation users and ultimately destroy our ability to develop a
transportation system based on user fee revenues.

We believe that all benefiting user groups should be responsible for
contributing payments to this program. Ifthe fuel tax is passed, itshould
apply to the fuel requirements of every group which would derive benefits,
including commercial, industrial, and utility usere. Similarly, the tax Bhould
not apply toilers who are ineligible to receive its benefits. Large trucking
operators, for example, will pay the tax but will likely be ruled ineligible as
they typically have assets sufficient to self-insure or can obtain commercial
insurance.



Another example of an Inequity is the application of this tax to watercraft
fuels. Most watercraft fuel distributors utilize above ground tanks because of
the shoreside location. Such tanks are ineligible for the benefits of this
proposed program. In this case, marine fuel consumers will pay to resolve
pollution problems occurring only in other sectors.

fnkRaglafcatton

This section appears to apply to virtually all tanks, above or below ground,
except for small tanks (£1,100 gallons) used at a farm, duplex or single family
home. As such thismay be confusing to the public who are currently
focusing attention only on underground storage tank requirements.

Further, as we interpret the draft bill, the registration feemay or may not
apply toexisting tanks. As operators of state facilities, with approximately 800
tanks in our inventory, this interpretation represents an $80,000 annual cost
that may, or may not be charged tous. (We have assumed that existing tanks
will be subject to the fee in our fiscal note).

The requirement for 30 days notice of tank installation seems excessive. In
particular, for temporary tanks used on construction projects this could delay
projects unnecessarily. A typical remote {construction project will have
between 20,000 and 50,000 gallons of temporary tankage.

Underground Petroleum Storage Tank Account

Access to these funds hinges on the tank owners inability to obtain insurance
and inability to self Insure. We wonder why any operator would make a "best
effort” to obtain commercial insurance if they can obtain "free" state
insurance if they are unsuccessful. Itisalsonot clear how a "best effort"
would be proved.” Also questionable iswhat constitutes "sufficient assets to
self-insure”. A further complication is the state"s right to avoid participation
in clean-up costs if there are insufficient funds or if there are spillswith
greater priority for clean-up. All-in-all, an operator will have no certainty of
access to this "insurance™ fund given the many limitations on its use. This
seems counter to the objective of helping tank owners comply with federal
and state requirements.

Transportation_Svstem Not a.Beneficiary

The operations of highways and airports by federal, state and local authorities
requires large fleets of vehicles and attendant underground tanks. The
DOT&PF has estimated ttfit the cost of compliance with the new EPA
regulations for it'sown facilitiesmay exceed $40 million. The annual tank
registration fee for the department may equal $80,000 for which there isno
tangible benefit. The cost for municipal road authorities will be generally
comparable. A larger, though incalculable cost is the cleanup within public
rights-of-way where fuel leaks have migrated into the subsurface. Itappears



bill. Thus, Inmany cases, public agendes will have to contribute additional
resourcel.

In summary the department opposes this bill. Itwill charge motor fuel
consumers for the majority of oosts that should be borne by a far broader
soectrum of fuel users, and will deny these same consumers the benefits of
-this program when they are asked to pay for the dean-up assodated the
maintenance and operating facilities supporting state and munidpal
transportation activities.

As a side effect, the bill creates a subsidy from the transportation sector to
other categories of industry. Itwill also create subsidies within the
transportation and fuel distributing industries from larger firms to smaller
firms. Given the intense competition between some transportation groups
(e.g-, trucking and rail) this isan unproductive market factor, and will tend to
artificially skew the economics of transportation.

0f equal concern to the department is the consequences of this funding
approach to the strong historic relationship between transportation taxes and
transportation improvements. This surcharge wiU seriously dilute this
relationship with potentially serious consequences to the long term
development of transportation. Given the vital role of transportation to all
current and proposed economic activity the loss of an economic relationship
between transportation effectiveness and costs could .be ruinous. Even vith
the proposed doubling of the highway fuel tax, the total tax revenue would
not cover the true maintenance and operating requirements of the state
highway network. Until these basic needs are fulfilled, itseems incongruous
to underwrite other programmatic needs from a transportation tax.

As there is a need for adequate funding for the problems addressed by this bill
we would encourage instead an insurance pool supported principally by fees
from tank owners who cannot afford commercial insurance. If additional
funding is necessary itcould be In the form of a tax on gU fuel delivered to
distributors. In addition, the benefit of the program should extend to the
various organizations responsible for maintaining transportation facilities if
they are going to be assessed in the revenue structure of the program. An
alternative funding mechanism would be a fee assessed to all tank owners (of
tanks requiring registration) based upon total storage volume (or total annual
gallons used), unless they have adequate insurance through other means.

In short, we believe there are more equitable methods of generating the funds
necessary for this program that do not result in the subsidization of one sector
by another and weakening of the user-fee concept.



A. L £ Wright, -
VICE PreSSENT - AUSKA
(907) AU-S319

19 April 1989

The Honorable Ron Larson, Co-Chairman
House Finance Committee

House of Representatives

State of Alaska

PO Box V

Juneau, ak 998l!

Dear Hr. Larson:

Following testimony at the House Finance Committee hearin? _
regarding House B ill No. 220 (Resources), you asked that I submit
my” comments in writing.

Please find attched a summary statement regarding MAPCO's views
on cshb 220 and also a more detailed statement relating MAPCO's
position to each section of the CSHB 22D (Res) on which |
commented at the hearing.

Thank you for considering our input.

Attachment

cc: Rep, Dick Shultz
Rep. Lyman ‘.{pffman

Sen. Jack Coghill
George Xrusz

Terry Renner

oenali financial center 19nohth cuehman pouch no fairwnkb. Alaska 99707



HOUSE BILL NO. 220 (RESOURCES)

SUMMARY STATEMENT
respectfully submitted by

A. L. WRIGHT, JR., VICE PRESIDENT - ALASKA
MAPCO ALASKA PETROLEUM Inc.

Above ground tanks and chemical tanks should be treated
separately - not exempted - not ignored. But, not handled in the
same regulations as are underground tanks.

I would urge the Committee to seriously consider the enormous
expense of a outright grant program for tank replacement,
retrofitting, etc. These costs are generally treated as a normal
cost of business.

Registration should only be required once, then notification
given when a tank or system is taken out of service.

The surcharge should be the primary revenue source to the fund.
Registration fees should be only enough to administer the fund.

Anyone who is required to pay (register) into the fund should be
allowed to use the fund, or, those who choose self insurance,
should be allowed to opt not to pay into the fund.

No one should be excluded from receiving funds for clean-up costs
due only to size of operation.



HOUSE BILL NO. 220 (RESOURCES)

DETAILED STATEMENT
(addressing specific sections of CSHB 220)

A. L. WRIGHT, JR., VICE PRESIDENT - ALASKA
MAPCO ALASKA PETROLEUM Inc.

REGARDIN?
section
PURPOSE

"The purpose of this Act is to authorize the Department of
Environmental Conservation to abate and prevent leaks associated
with petroleum and chemical storage tanks

Above ground tanks should be handled separately, as should
chemical tanks, I don"t suggest they should be exempted,
and certainly not ignored. But, circumstances surrounding
installation, maintenance, and usage of these three kinds Of
tanks are very different. They must be dealt with
independently,

The Federal Government, as | understand, is currently
working on above ground tank regulations, with which future
State regulations will have to coincide. Also, OSHA already

has stringent regulations on above ground tank installation
and use.

REGARDING

Section 1.
GRANTS

"The legislature intends to help these owners through a
combination of educational assistance, grants, and financial

assistance, but only if these owners promptly comply with the new
requirements of this Act.”

This should be reviewed. These costs are a normal CQSt of
business. This will b® an enormous expense for the State.

There should, at least be, the determination of a problem of
leakage and/or contamination, before the State takes on the
financial responsibility for a wholesale replacement of all
tanks installed in Alaska prior to 1989.



Sec. 2. to amend Sec. 43.40.015.
MOTOR OIL SURCHARGE

"ADDITIONAL SURCHARGE ON MOTOR FUEL. ... there 1is levied a
surcharge of two cents per gallon on all motor fuel subject to
tax under AS 43.40.010 except the motor fuel taxes levied and

collected under AS 43.40.010(a)(2) and (b)(2) for motor fuel used
in boats...."

Marine fuel has been exempted from the surcharge. Aviation
fuel saleB are very competitive with fuel imported from
foreign and U.S. west coast sources. As with marine fuel,
aviation fuel should be exempted.

Underground tanks not 1in marine or aviation service should
still be registered and should be eligible for funding from
the fund.

REGARDING
Sec 2. (O
ADVISORY PANEL

"The commissioner ishall appoint an advisory panel to assist the
department in developing regulations under this section. The

panel must include public member and persons who will be governed
by the regulations,...."

Legislation should be more specific as to make-up of
Advisory Panel. All segments affected should be
represented.

The fanel must hﬁye teeth, otherwise it is just one more

costly advisory Board.

REGARDING

Sec. 46,03.370.(c) INSPECTIONS
REGISTRATION

"The owner shall biiannually renew the registration.”

Initial registration is necessary. Periodic re-registration
would not servrti any purpose. Notification should be
required for taking tanks out of service. A fine could be
levied for thoae who fail to comply in a timely fashion.



sec. 46 ,0;;.410

REGISTRATION FEE - _ 1

owner shall pay to the department a registration fee of $.02
per gallon based on the capacity of the tank being registered or

a fee of $2,000, whichever is lower...»

Amounts should be only enough to cover normal
administration, costs of implementing registration, 1i.e.
$.02 per gallon capacity on $100, which ever is lower.

RBGARDXNG
Sea. 10 (b)

DEDUCTIONS

"Payments made by the department under this section shall exclude
a portion of the investigation, containment, and cleanup costs.
The portion of costs not payable by the department under this
section shall be based upon the total number of whole gallons of
petroleum stored by the owner in all underground petroleum
storage tanks "

Criteria for deductions should be the same as for fees.
Registration fee is on tank capacity. "Deductible” should
be determined on the same basis. The problems are with the
tanks, not with whether there is greater use or more fuel 1in
one than in another.

There should be no one who pays who will be excluded from
benefitting. Page 10, line 18, "Over 30,000,000........ No
costs payable™, should be deleted.

Deductibles should be against total capacity per facility,
not per owner. Some owners operate multiple facilities,
some Of which are older and more out of date, some newer and
more in compliance.



Paul J. Nancle 8 Associates
ATTORNEYS AT LAW
KERRY BUILDING, 10l CWBISVGNSEN DRIVE TELEPHONE

ANCHORAGE, ALASKA 89801 1007) t7 *-eaee

FACSIMILE
(9073 279-17B*

April 21, 1989

Senator Jim Duncan
via FAX 465-3841

Dear Senator Duncan:

As citizens, our family urges you to support the Alaska
State Arts Council Budget at  the level of last vyear or $2
million. You have funded a wonderful PAG and we need your
flnatnmal support to keep Alaskans marching into the 21st
century,

Very truly yours,
padCJj. NANGLE, KAMILY 7

Paul J. Nangle AW
PIN/cr



Sea. 10 (c) (5
PAYMENT OF CLAIMS

"(c) An owner of an underground petroleum storage tank is not
eligible to request payment under this section unless ...(5) the
owner lacks sufficient assets to adequately self-insure for the
costs of investigation, containment, and cleanup resulting from
releases of petroleum from underground storage tanks as defined
under applicable federal regulations?”

This section, like the "deductible™ one clearly
discriminates against large and/or more successful
operators,

This gives some operators a competitive advantage over
others.

REGARDING
Sec. 10 (C)(8)(a)
MANDATORY COMPLIANCE REGULATIONS

"(8) the owner agrees to (A) upgrade all underground storage tank
systems located at the facility from which the release occurred
to thfi standards set by federal regulations? or (B) remove and

properly dispose of all sludges from the underground storage tank
systems located at the facility from which the release occurred
and either fill the tanks with inert material or properly

dismantle, remove, and dispose of the tanks."”

Who would refuse to do all this, since the state will pay,
according to earlier provision in this bill.



WM

ATTORNEYS AT LAW
KCRRY BIHLOINC], 101 CNRIBTENSEN DRIVE

telephone

ANCHORAGE, ALASKA 99501 (90°) 274-BBG6
AACSNite
(907) 279*1704
April 21, 1989

Senator Rick Uhling
via FAX 465-3841

Dear Senator Uhling:
ghate s CHaAc  Budgefadtr tWdSefevyry 9 Sifrt g Adpskd

million. You have funded a wonderful PAC and we need your
centlrj suPP°rt to keep Alaskans marching into the 21st

Very truly yours,

PAUITjJ « NANGLE"MILY

Paul J, Nangle
PIN/cr



Paul J. Nancle 8 Associates
ATTORNEYS AT LAW

KERRY BUILDINO, 10l CHRISTENSEN DRIVE
ANCHORAGE, ALASKA 90501

FACSIMILE

(907) 279*1794

April 21

As citizens, our family urges you to support the Alaska
State Arts Council Budget at” the level of last vyear or $2
million. You have funded a wonderful PAC and we need your
flnatnmal support to keep Alaskans marching into the 1st
century.

Very truly vyours
NANGLE*, FAMILY

Paul J, Nangle



-ALASKA
(407) 4U-U11

19 April 1989

The Honorable Ron Larson, Co-Chairman
House Finance Committee

House of Representatives

State of Alaska

P 0O Box V

Juneau, ak 99811

Dear Mr. Larson:

Following testimony at the House Finance Committee hearing
regarding House Bill No, 220 (Resources), you asked that | submit
my comments in writing.

Please find attched a summary statement regarding MAPCO"o0 views
on CSHB 220 and also a more detailed statement relating MAPCO"s
position to each section of the CSHB 220 (Res) on which |
commented at the hearing.

Thank you for considering our input.

L,Wright, Jr.

Attachment

cc: Rep. Dick Shultz
Rep. Lyman Hoffman
Sen. Jack Coghill
George Kruaz
Terry Renner

WNAU ANANCIAL CENTIn® 111 NCRTHOUSHVIAN. POUCH 70 FAIMANKI ALASKAM/OT



SUMMARY  STATEMENT
respectfully submitted by

A. L. WRIGHT, JR., VICE PRESIDENT - ALASKA
MAPCO ALASKA PETROLEUM Inc.

Above ground tanks and chemical tanks should be treated _
separately - not exempted - not ignored. But, not handled in the

same regulations as are underground tanks.

| would urge the Committee to seriously consider the enormous
expense of a outright grant program for tank replacement,
retrofitting, etc. These costs are generally treated as a normal
cost of business.

Registration should only be required once, then notification
givén when a tank or system is taken out of service.

The surcharge should be the primary revenue source to the fund.
Registration fees should be only enough to administer the fund.

Anyone who is required to pay %register) into the fund should be
allowed to use the fund, or, those who choose self insurance,
should be allowed to opt not to pay into the fund.

No one should be excluded from receiving funds for clean-up costs
due only to size of operation.



HOUSE BILL NO. 220 (RESOURCES)

DETAILED STATEMENT
(addressing specific sections of CSHB 220)

A. L. WRIGHT, JR ., VICE PRESIDENT - ALASKA
MAPCO ALASKA PETROLEUM Inc.

REGARDING

section 1.
PURPOSE

"The purpose of this Act is to authorize the Department of
Environmental Conservation to abate and prevent leaks associated
with petroleum and chemical storage tanks ....l

Above ground tanks should be handled separately, as should
chemical tanks. | don't suggest they should be exempted,
and certainly not ignored. ut, circumstances surrounding
installation, maintenance, and usage of these three kinds of
tanks are very different. They must be dealt with
independently.

The Federal Government, as | understand, is currently
working on above ground tank regulations, with which future
state regulations will have to Coincide. Also, OSHA already

has stringent regulations on above ground tank i. *tallation
and use.

REGARDING
Section 1.
GRANTS

"The legislature intends to help thess owners through a
combination of educational assistance, grants, and financial
assistance, but only if these owners promptly comply with the new
requirements of this Act."

This should be reviewed. These costs are a normal COSt of
business. This will be an enormous expense for the State.

There should, at least be, the determination of a problem of
leakage and/or contamination, before the State takes on the
financial responsibility for a wholesale replacement of all
tanks installed in Alaska prior to 1989.



"ADDITIONAL SURCHARGE ON MOTOR FUEL. ... there is levied a
surcharge of two centa per gallon on all motor fuel subject to
tax under AS 43.40.010 except the motor fuel taxes levied and
collt)ect(ted un%er AS 43.40.0f0(a)(2) and (b)(2) for motor fuel used
in boats....

Marine fuel has been exempted from the surcharge. Aviation
fuel sales are very competitive with fuel imported from
foreign and U.S, west coast sources. As with marine fuel,
aviation fuel should be exempted.

Underground tanks not in marine or aviation service should
s till be registered and should be eligible for funding from
the fund.

REGARDING
Sec 2. \gc)
ADVISORY PANEL

*The commissioner shall appoint an advisory panel to assist the

department in developing regulations under this section. The
Banel must include public member and persons who w ill be governed

y the regulations,..,

Legislation should be more specific as to make-up of
Advisory Panel. Al segments affected should be
represented.

The Panel must have tdeeth, otherwise it is just one more
costly advisory Board.

REGARDING
sec. 46,03.:i70. (c) INSPECTIONS
REGISTRATION

"The owner shall biannually renew the registration."

Initial registration is necessary. Periodic re-registration
would not Serve any purpose. Notification should be
required for takln% tankB out of service. A fine could be
levied for those who fail to comply in a timely fashion.



... ownar shall pay to the de_Partment a registration fee of $.02
per gallon based on the capacity of the tank being registered or

a fee of $2.,000, whichever is lower..."

Amounts should be only enough to cover normal _
administration, costs of implementing registration, i.e.
$.02 per gallon capacity on $100, which ever is lower.

RSGARDXHQ
SeC. 1o

DEDUCTIONS

‘Payments made by the department under this section shall exclude
a portion of the investigation, containment, and cleanup costs.
The portion of costs not payable b¥ the department under this
section shall be based upon'the total number of whole gallons of
petroleum stored by the owner in all underground petroleum
storage tanks .,..°

Criteria for deductions should be the same as for fees.
Registration fee is on tank capacity. "Deductible" should
be determined On the same basis. e problems are with the

tanks, not with whether there is greater use or more fuel in
one than in another,

There should be no one who pays who w ill be excluded from
benefitting. Page 10, line 18, "Over 30,000,000............ No
costs payable", Should be deleted.

Deductibles should be against total capacity per facility,
not per owner. Some owners operate multiple facilities,
some of which are older and more out of date, some newer and
more in compliance.
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PAYMENT (8F> éLAIMS

" ?c)_An owner of an underground petroleum storage tank is not
eligible to request payment under this section unless ...(5) the
owner lacks sufficient assets to adequately self-insure for the
costs of investigation, containment, and cleanup resulting from

releases of petroleum from underground storage tanks as defined
under applicable federal regulations;1

This section, like the "deductible” one clearly
discriminates against large and/or more succeSsful

operators.
This gives some operators a competitive advantage over
others,

REGARDING

Sec. 10

MANDATOR$C&)8|\%IQEI?ANCE REGULATIONS

"(82 the owner agrees to (A). upgrade all underground storage tank
systems located at the facility "from which the release occurred
t0 the standards Set b){ federal regulations; or (B) remove and
properly dispose of all sludges from the underground storage tank
systems located at the facility from which the release occurred
and either fill the tanks with" inert material or properly
dismantle, remove, and dispose of the tanks."

Who would refuse to do all this, since the state will pay,
according to earlier provision in this bill
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POSITION PAPER

A.G.C. OF ALASKA

PRESENTED TO THE

HOUSE FINANCE COMMITTEE
APRIL 17, 1989
ON
HB 220

AN ACT RELATING TO MOTOR FUELS, PETROLEUM AND CHEMICAL
STORAGE TANKS, AND INVESTIGATION, CONTAINMENT AND CLEANUP
OF OIL AND HAZARDOUS SUBSTANCES.



THANK YOU MR. CHAIRMAN. FOR THE RECORD, MY NAME IS RESA
JERREL AND | AM THE DIRECTOR OF GOVERNMENTAL RELATIONS FOR
THE ASSOCIATED GENERAL CONTRACTORS OF ALASKA. ON BEHALF OF
OUR OVER 600 MEMBER FIRMS WE APPRECIATE THE OPPORTUNITY TO
TESTIFY ON HB 220.

A.G.C. OF ALASKA IS AWARE OF THE PROBLEM THAT EXIST WITH
LEAKING UNDERGROUND STORAGE TANKS AND THE NEED TO ADDRESS
THIS PROBLEM.

WE ARE CONCERNED ABOUT THIS LEGISLATION: WE ARE OPPOSED
TO THE FUNDING OF THIS PROGRAM WITH A TWO CENTS PER GALLON
MOTOR FUEL TAX (SURCHARGE) FOR THE FOLLOWING REASONS:

SBI6CHES USEB EEE CONCEPT! SUCH A TAX WOULD BREACH THE
USER FEE CONCEPT OF THE GAS TAX, WHICH HAS BEEN CRITICAL TO
THE PUBLIC'S SUPPORT OF THE HIGHWAY PROGRAM. IT WOULD BE
LEVIED UPON THE CONSUMERS OF MOTOR FUELS WITHOUT THEM
RECEIVING THE BENEFIT OF A REPAIRED BRIDGE, UPGRADED HIGHWAY,
ETC.

UNFAIR TAXAIIDNjI THE MOTORIST WOULD BE SINGLED OUT TO
SHOULDER THE BURDEN OF PAYING FOR PROGRAM TO SOLVE A PROBLEM
THEY DID NOT CREATE AND PAY FOR A PROGRAM THE BENEFITS OF
WHICH THEY CAN NOT UTILIZE.

WE WOULD SUGGEST PURSUING ALTERNATIVE FUNDING SOURCES
WHICH ARE MORE BROADLY BASED UPON THE BENEFITTING USER GROUPS
VS. REQUIRING MOTORIST TO FUND THIS PROGRAM.

A.G.C. OF ALASKA APPRECIATES THIS OPPORTUNITY TO COMMENT
ON HB 220, IF YOU HAVE ANY QUESTIONS | WOULD BE HAPPY TO TRY
TO ANSWER THEM.



TO: House Finance Committee

FROM: G. B. Weber, Treasurer
Alaska Underground Storage Tank Owners and Operators
Association, Inc. (AUTO00)

Thank you for the opportunity to address this legislative
committee on behalf of the underground tank owners and operators
in Alaska on probably one of the most important pieces of legis—
lation this year. I have been asked by my constituency to express
their concerns to you based on my 30 years of experience in the
petroleum industry; 17 vyears with Chevron U.S.A, Inc. and 13
years as an independent Chevron dealer reselling motor fuels.

The heavy demands that the new EPA regulations dictate have
virtually put the small business operator 1into an impossible
position to deal with. Even though EPA has been working on these
regulations since 1984, we, in the industry, received official
copies 1in December of 1988, and we were shocked at the timeframe
in which we were given to comply; 1in particular, providing proof
of $1 million financial vresponsibility by October of 1990 and
being put in the position of cleaning up past, present and future
pollution without benefit of major 1insurance underwriting or
lending institution assistance.

We have 1in essence, been abandoned by the very industries
who have in the past furnished us with the umbrella of protection
that kept us 1in existence. The upheaval in the last five years
in the insurance industry has sent the small business operators
scrambling to come up with money to pay liability and Workers
Compensation insurance premiums that have doubled and tripled.
The cost of environmental liability insurance has been far beyond
the resources small business can afford. Chevron U.S.A. has
assured their dealers for the last five years that they were
actively searching for an underwriter for environmental Uliability
insurance and have been unable to find insurance at an affordable
rate for their dealers. For this reason, they have, for five
years, been waiving the environmental liability insurance require—
ment as stipulated 1in their agreements, leases and contracts.
We now know that environmental liability insurance 1is not avail —
able to any commercial, industrial, or reseller business with
underground tanks without extensive tank and line testing, core
drilling and removal of contaminated soil and ground water.

The next alternative for business 1is to turn to the lending
institutions for the necessary capital loans to test, clean up
and upgrade to EPA specifications. However, the banks have
already abandoned the underground tank owner as a high risk and



have for the last year been left in the cold themselves on exist—
ing loans with collateral that has been reduced to zero value.

They are not about to loan money to a business with an under—
ground tank, nc matter how jJustifiable, by the grave fact that
pollution liability renders whatever collateral they may secure,

valueless.

Because of the 1insurance underwriting, lending institution
withdrawal, and fear of association with the underground tank
owner, the small independent businesses will be forced into
bankruptcy, the banks will be forced to write off their outstand—
ing loans with those business and will forego foreclosure to
avoid environmental Jliability, clean-up and upgrading costs to
salvage their collateral. The result will be that the cost of
clean-up and abandonment will Tfall to the responsibility of the
State of Alaska, who is already strapped tomeetbudget expenses

and come up with capital money to further the economy of the
state. The state does not need these costsforced upon them, no
more than small business needs the costs forced upon them. EPA

mandates that the individual states must enforce their regulations.
In doing so, the State of Alaska Departuent of Environmental
Protection is faced with the grim job of enforcement. A grim
job 1indeed. And they are going to need as much help from this
legislative body as 1is the private business sector to handle
their administrative costs and cost of clean-up and abandonment
for those sites where owners will choose bankruptcy in lieu of
facing the burden of the EPA regulations. In fact, EPA has
forced the State of Alaska and Alaska business to form a partner—
ship in a joint effort to clean up the environment and make all
underground fuel storage environmentally safe. We have, in
fact, Dbeen charged with the responsibility of product liability.
We are, 1in effect, being forced to pay the bill at all and any

cost.

Without an wumbrella fund to assistin the payments, the
results will trigger an apocalypse of bankruptcy and ruin in the
coming decade of the 90°s. IfT we allow this apocalypse to occur

without firm financial planning and preparation, we will be
allowing a major change 1in our Alaskan way of life by allowing
the bankruptcies of small entrepreneurs who have, in the past,
provided fuel to small aircraft, small water craft and tourists
in our rural and bush areas and have, 1in some cases, been the
only sources of fuel for the 1life Jlines to many of our bush

communities. Small aircraft refueling will be limited to major
metropolitan areas and sightseeing to our vast state will come to

an abrupt halt.

During my tenure with Chevron in the decades of the 60°"s and
70*s, there was a major marketing effort by all majors to install
as many tank truck deliverable underground storage tanks as
possible. These installations were generally referred to as
"pump and tank plans,”™ and ranged 1in one or two underground
tanks of 250 to 10,000 gallons with one or two farm pumps with
gallon meters only and no dollar meters. The targeted accounts
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were commercial, agricultural and industrial businesses and also
residential installations. The types of businesses included were
home owners, car dealers, auto rentals, lumber companies, hardware
companies, freight companies, small heating fuel distributors,
equipment rental companies, grocers, air taxis, printers, newspaper
companies, game and fish processors, small mercantile jobbers
and distributors, contractors, bus companies, transit services,
airport and marine refuelers, to mention a few, and virtually any
business who had a small fleet of vehicles, including individuals
who just wanted to get away from the cost of retail fuel at the
local service station.

Most of these accounts have now turned to AUTOO for assistance
and advice in solving their environmental [liability and EPA
regulation demands. As these pump and tank installations were
made, retail volumes these businesses and consumers had been
buying at local service stations were diverted to wholesale
volumes delivered by the local Wholesale Distributor tank trucks
or by Company-owned proprietary tank trucks from company terminals.
The purpose of this marketing effort was to replace wholesale
volumes that the majors would frequently take away from the local
distributors by negotiating larger pump and tank installations
with well-established high volume accounts or provide proprietary
contractor loan equipment at remote high volume jobs with the
purpose in mind to bypass and eliminate Wholesale Distributor
commissions, plant thru-put costs and maximize their profits
with high volume proprietary tank truck and trailer deliveries.
This left the Wholesale Distributor scrambling to sell more tank
truck deliverable storage to maintain his volume and existence.
It also left the local service stations scrambling to do a better
job to entice volumes from their competi-tors and maintain their
retail volumes.

These pump and tank plans provided the oil companies with
an inexpensive means of maximizing their profits and provided
them an unsupervised marketing team in the field who perpetuated
their market position and insured them of maintaining and increas—
ing their percentage share of the market. These pump and tank
plans were literally sold by the hundreds.

Now, in the decade of the 90"s, these commercial, agricul—
tural, industrial and residential accounts who accepted the
underground tanks from the oil companies are also faced with
environmental product liability and are forced to clean up their
sites, upgrade their installations or abandon them at a cost far
beyond what they have saved or ever will save by not buying at a

local service station. Many of them will be thrown into ruin
and bankruptcy without an umbrella fund to assist them. Many
will abandon their tanks and return to fueling at the local
service station to avoid costly environmental [liability. As
this shift in the fuel market occurs, the available retail volume
as we know it today could double or even triple. However, many

of the small independent service stations will have already
closed their doors and succumbed to bankruptcy without the benefit



of an unbrella fund, [leaving the increased retail volumes to a
select few who will enjoy a virtual competitively unencumbered
free market with high profit margins and profitability unimaginable
in today"s market.

The consuming public has to only look at Europe, the Orient
and Canada to see that retail fuel is selling for over $3.00 per
gallon. Yet, in the Ilower 48 and 1in Alaska, Dbecause of the
established competition, Tfuel 1is still available at the pump-
blocks for as Jlow as $.94 a gallon. If we were to remove the
competition, it is not unreasonable to expect the price of fuel
to increase $1.00 to $2.00 per gallon at the remaining station
pump-blocks. I do not know of any consumer who would not welcome
a motor fuel tax 1increase of $.02 to $.10 per gallon for the
purpose of establishing an umbrella fund that will enable the
competition to stay in place, hold the prices to ten percent or
less over what they are today and possibly still 1improve our
road systems from their present state of disrepair.

IT the competition Jleaves the market, the motoring public
will not have the convenience of topping off at mid-trip to keep
from running out of gas on drives from Anchorage to Fairbanks or
similar drives. They will have to carry spare fuel with them.
They will have to plan their fuel stops 1in advance and rural
motorists may have to drive 40 or 50 miles out of their way to
fuel their vehicles.

Because of the EPA regulations, we are Dbeing forced to
address the issue and enforce the regulations. In doing so, we
must keep in mind that HB 220 is not only an environmental issue
but is also a moral and social issue, not. only in protecting our
ground water and soils but to keep our Tfoot soldiers of the
Alaskan economy -- the small businesses -- from being aborted
from their individual industries, and to shortstop the possible
inflation of motor fuel prices to the motoring consumer through
the elimination of the competition resulting 1in unreasonable
excess profit for the benefit of a selected few.

The Alaskan businesses and the Alaskan consumer must depend
on the moral conscience of this legislative body to act swiftly
in the passing of this bill. Some have said that we still have
a year to come up with a solution and there is no need to hurry.
Special interest groups have asked us to drag our heels or have
even tried to convince us that legislation is not even necessary
to carry out the EPA regulations or have asked for limits of
liability to be raised far beyond small businesses®™ ability to
pay. The fact 1is that the Alaskan entrepreneurs have already
risked their financial lives for the sake of their businesses,
and their customers and the Alaskan consumer has already risked
their financial security through their pioneering courage of
settling the rural and bush areas of our unique state and both
the businesses and consumers, through hard work and endurance,
have survived the long recession of the late 80"s and simply are
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not financially capable of handling the demands of the EPA regu—
lations and the economic burdens the regulations will send rip—
pling through our economy. DEC has the difficult job of estab—
Iiﬁ?ing a plan of action and must know what they have to work
with.

We do not have another year to sit on our laurels and wait.
We need to pass this legislation and let DEC and business get on
with meeting the challenge of environmental clean up and upgrading
to EPA standards. DEC must have time to plan and estimate costs
a year in advance for the next nine years so that each January
they will know how much they must ask the Legislature to budget
annually into the proposed clean-up fund. They must gear up now
and go to work this year so they can ask for that budget in che
1990 legislative session.

For these reasons, AUTOO is asking the House Finance Commit—
tee to act swiftly in passing HB 220 to Rules for an affirmative
House vote and allow the Senate the time they need to pass similar
legislation before the end of the 1989 session.

Ladies and gentl*men, the future of a large segrint of c"mall
businesses in Alaska are depending on you. Please act swiftly.

Respectfully submitted,

G. B. Weber

Treasurer

Alaska Underground Storage Tank
Owners and Operators Association.
Inc.



March 15, ly«y

TO:  House Resource Committee
FROM G B- Weber, Treasurer

Alaska Underground Tank Owners and (perators Association, Inc-
(AUTOO)

Thank you for the opportunity to address this legislative
committee on behalf of the underground tank owners and operators
in Alaska on probably one of the most important pieces of legis-
lation THIS YEAR- | HAVE BEEN ASKED BY MY CONSTITUENCY TO EXPRESS
THEIR CONCERNS TO YOU BASED ON MY 30 YEARS IN THE PETROLEUM
INDUSTRY EXPERIENCE; 17 YEARS WITH CHEVRON CORPORATION AND 13
YEARS AS AN INDEPENDENT RESELLER OF MOTCR FUEL- MR- CHAIRMAN, WE
APPRECIATE YOUR CONCERN FOR THE DEMANDS THAT THE NEW EPA REGULATIONS
ARE PUTTING ON UNDERGROUND TANK OANERS IN ALASKA AND THROUGHOUT
OLR NATION AND EXPRESSING YOUR CONCERNS BY THE INTRODUCTION OF HB
220-

Even though EPA has been working on these regulations since
1984, we, in the industry, reviewed official copies in December of
1988 AND we were shocked at the time-frame in which we were given
TO COWPLY; IN PARTICULAR, PROVIDING PROOF OF $1 MILLION FINANCIAL
RESPONSIBILITY BY OCTOBER OF 1990 AND BEING PUT IN THE POSITION
OF CLEANING WP POST, PRESENT AND FUTURE POLLUTION WITHOUT BENEFIT
OF MAJIOR INSURANCE UNDERWRITING OR LENDING INSTITUTION ASSISTANCE-
We have, in essence, been abandoned by the very industries who

HAVE IN THE PAST FURNISHED US WITH THE UMBRELLA OF PROTECTION



THAT KEEP US IN EXISTENCE- THEIR FEAR Or ASSOCIATION WTH THE
UNDERGROUND TANK OANER IS WARRANTED- THE COST COF CLEAN'UP \\/NILL
RN INTO THE BILLIONS OF DOLLARS OVER THE NEXT DECADE AND WOUD
CRIPPLE THEIR PROFITS FOR YEARS TO COME- BECAUSE OF THEIR WITH-
DRAWAL, THE SMALL INDEPENDENT BUSINESS PEOPLE AND INDIVIDUAL
STATES WILL BE FORCED TO PAY THE BILL AND THE RESULTS WILL TRIGGER
AN APOCALYPSE OF BANKRUPTCY AND RUIN IN THE COMING DECADE OF THE
90's -

Because of these regulations, we, as a state, are being
FORCED TO ADDRESS THE |ISSUE AND ENFORCE THE REGULATIONS- IN
DOING SO, WE MUST KEEP IN MIND THAT HB 220 IS NOT ONLY AN ENVIRON-
MENTAL ISSUE BUT IS ALSO A MORAL AND SOCIAL ISSUE, NOT ONLY IN
PROTECTING QLR GROUND WATER BUT TO KEEP OUR FOOT SOLDIERS OF THE
American economy — the small businesses -- from being aborted
FROM THEIR INDIVIDUAL INDUSTRIES WITH A SILENT SCREAM OF BANK-
RUPTCY, RUIN AND DESPAIR-

| f we allow their silent scream to go unheard, we will, in
EFFECT, BE CHANGING QR FREE ENTERPRISE SYSTEM BY ELIMINATING THE
SMALL BUSINESS ENTREPRENEURS WHO MAKE P A LARCE PERCENTAGE CF
THE COMPETITIVE RESALE MARKET IN ALASKA A\D CHANGING QLR VERY
Alaskan way of life by eliminating the small entrepreneurs who
HAVE, IN THE PAST, PROVIDED FUEL TO SMALL AIRCRAFT AND TOURISTS IN
OR RURAL AND BUSH AREAS- WE, AS SMALL BUSINESSES AND STATE
GOVERNMVENT, HAVE, IN FACT, BEEN CHARGED WITH THE RESPONSIBILITY
OF ENVIRONMENTAL PRODUCT LIABILITY, WHICH IN ANY OTHER INDUSTRY
WOULD REMAIN WMITH THE MANUFACTURER- WE, IN SMALL BUSINESS, ACCEPT
THE RESPONSIBILITY AND THIS CHALLENGE- WE, AS ENTREPRENEURS,



AND QR CUSTOMERS A\D HAVE, IN THE PAST, ADPATED READILY TO MID-
STREAM CHANGES DICTATED TO US BY QLR GOVERNVENT AND OUR SUPPLIERS-

However, this issue is even bigger than the federal superfund
CAN HANDLE AND WE ARE GOING TO NEED THE HELP OF THIS LEGISLATIVE
BODY TO KEEP FROM BEING A VICTIM OF THE COMNG APOCALYPSE- WE
PLACE QLR FUTURE EXISTENCE IN THE HANDS CF THIS LEGISLATIVE BODY
AND THE PEOPLE OF THE STATE OF ALASKA AND TRUST THAT YOUR MORAL
CONSCIOUS WILL FIND A SOLUTION TO THIS CHALLENGE AND SILENCE THE
SCREAM THAT WILL SOON ECHO FROM EVERY UNDERGROUND TANK OANER IN
THE STATE OF ALASKA-

Respectfully submitted,

Treasurer, AUTOO



UNDERGROUND STORAGE TANKS IN ALASKA

Types of Facilities

Utilities (6.0%)
Other (4.0%) Gas Station (15.0%)

Trucker (3.0%)

Contractor (6.0%
( ) Petroleum Distrib. (4.0%)

Air Taxi (Airlines) (8.0%)

Commercial (18.0%)

Air Craft Owners (8.0%)

Auto Dealers (1.0%)

Fed. Military (4.0%)
City/Borough (10.0%)

Fed. Non-Militaiy (6.0%)
Stats (7.0%)
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UNDERGROUND STORAGE TANKS IN ALASKA
TYPES OF FACILITIES
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TYPE OF FACILITY

DEFINITION OF FACILITY TYPES

- Gos Station 8 - Fed. Non-Mllltary
» Petro Qistributor 9 - Fed. Millitary

- Air Taxi Airdins) 10 « Commercial

- Air Craft Owners 11 « Contractor

- Auto Dealers 12 - Trucleers

- City/Borough IS - Other
- State 14 - utilities



Alaska Water Resources Board
Resolution No. 89-23

Support for House Bills 143 and 196

WHEREAS: The Alaska Water Resources Board has received
much information on the problems of petroleum
storage tank leakage and consequent pollution
of surface and ground water resources of the
state.

WHEREAS: The Board adopted Resolution No. 89-3 urging
the appropriate state agencies to include
above ground-storage tanks in their
regulations to prevent future petroleum
storage tank leakage;

WHEREAS: The Board is concerned that both above-ground
and underground petroleum storage tanks need
to be properly installed and maintained to
prevent leakage and contamination of surface
and ground water resources.

NOW THEREFORE BE IT RESOLVED: The Alaska Water Resource Board
supports passage of legislation specifically providing authority
for the regulation of above-ground and underground petroleum and
chemical storage tanks.

The Board further urges the legislature to adopt measures
requiring facilities to be designed by registered -engineers,
constructed by licensed contractors, and inspected by personnel
whose knowledge of this type of construction and the applicable
codes and requirements are verified.

Adopted this 9th day of March, 1989
Alaska Water Resources Board

Peg Tileston, Chairwoman
Alaska Water Resources Board



Representative Curt Menard
Resources Committee Co-Chair
House of Representatives
P.O. Box V

Juneau, AK 99811

Dear Representative Menard:

Last week, | testified before your committee in conditional
support of HB 220. I was told that the transmission was broken,
so | am summarizing my comments here.

Alaska Center for the Environment is pleased to see what ue
believe to be improvements in the bill since the earlier work
drafts. Ue agree that assistance to small businesses is needed
in Alaska. Ue agree that HB 220 takes a good approach to the
problem of LUST cleanups.

Primarily in response to the testimony of Gary Ueber, of the Tank
Owners association, we want to take exception to his comment that

the bill is inequitable. Ue do not agree that the bill should
treat all tank owners in the same manner, nor was it ever
intended to. Ue support assisting small business in their

efforts to cleanup and/or prevent environmental contamination,
but do not believe it appropriate to tax consumers in order to
assist large companies. Therefore, ue agree with the graduated
scale for "deductibles" set out in Section 9 (b) and the
exclusion of self-insurers in Section 9 (c) (6).

In addition, the account established in Section 46.08.015 could
be broadened to include aboveground as well as underground
storage tanks. Other parts of the bill attempt to capture above
and below ground tanks, so this is consistent.

Thank vyou,

Kristine 8enson
Hazardous Uaste Specialist



Alaska Environmental Lobby, Inc.

PO. Box 22151 Juneau, Alaska 99802 Q- 463-336

INCLUSION OF ABOVEGROUND TANKS INHB 220

The Alaska Environmental Lobby strongly opposes the deletion of
aboveground storage tanks from the regulations portion of the
current draft of HB 220 (4/25/89).

Regulation of aboveground tanks would allow the state to take critical
preventive action to stop the continuing destruction of Alaska’s groundwater
resources. There have been more documented cases of groundwater
pollution by petroleum products due to aboveground tanks than due to
underground tanks.

Inclusion of aboveground tanks in HB 220 is necessary to protect
the groundwater of Alaska.

Alan Phipps 4/26/S9
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Alaska Environmental Lobby, Inc.

RO. Box 22151  Juneau, Alaska 99802 907-586-2345

AEL ISSUE PAPER HB 220
PETROLEUM AND CHEMICAL STORAGE TANKS

Gasoline, fuel oil, and other toxic chemicals leaking from storage tanks
are one of the most common causes of groundwater pollution in the
nation. It is possible for a leak of only one gallon of gasoline to
render one million gallons of water unpalatable and to continue to
contaminate groundwater resources for decades.

DEC data indicates that leaks from both aboveground and underground

tanks pose serious problems. As of May 1988, 91 sites with groundwater
pollution caused by petroleum products have been identified in Alaska.

Of the 92 cases, 37 were caused by aboveground tanks; 32, from
underground tanks; and 22 are of unknown origin. DEC and EPA personnel -
have testified that current statutes do not sufficiently address this
.roblem.

The Alaska Environmental Lobby supports HB 220. Thib bill is designed
to aid underground storage tank owners to meet mandated EPA standards
for tanks and monitoring systems and to obtain mandatory liability
insurance coverage, which otherwise may not be available to the smaller
business owner.

The bill"s provisions for educational assistance and for loan
guarantees for tank upgrade promote compliance with EPA regulations and
serve as measures which will prevent pollution and environmental damage.

According to DEC, industry sources estimate that the average clean up
cost is $70,000. When soil removal or treatment is required, costs may
exceed $100,000; if groundwater corrective actions are required, costs
may exceed 1 million dollars.

To address these clean up costs, the bill establishes a hazardous
substance release response fund which will provide partial reimbursement

for clean up costs.

HB 220 is an important measure addressing protection of groundwater
resources in a reasonable ar” fiscally responsible manner.

Becky Achten 3-31-89

ALASKA CENTER FOR THE ENVIRONMENT ~ «  ALASKA CHAPTER, SIERRA CLUB « JUNEAU GROUP, SIERRA CLUB »  SITKA GROUP, SIERRA CUU8
KNIK GROUP. SIERRA CLUB . OENALI GROUP. SIERRA CLUB . ANCHOR»GE AUDUBON SOCIETY . ARCTIC AUDUBON SOCIETY
OENALICITIZENSICOUNCIL ~ »  ALASKA FRIENDS OF THEEARTH  « JUNEAU AUDUBON SOCIETY « KACHEMAK BAY CONSERVATION SOCIETY
KENAIPENINSULA AUDUBON SOCIETY ~ «  KOOIAK AUDUBON SOCIETY ~ «  LYNN CANAL CONSERVATION >  ALASKAWILDLIFE ALLIANCE
SITKA CONSERVATION SOCIETY . NORTHERN ALASKA ENVIRONMENTAL CENTER . SOUTHEAST ALASKA CONSERVATION COUNCIL

KNIK KANOERS AND KAYAKERS y AV



RO. Box 22151  Juneau, Alaska 99802 07463-336

ISSUE, EAPERHB-220.

PETROLEUM AND CHEMICAL STORAGE TANKS

Gasoline, fuel oil, and other toxic chemicals leaking from storage
tanks are one of the most common causes of groundwater
pollution in Alaska. Itispossible for a leak of only one gallon of gasoline
to render one million gallons of water undrinkable.

As of May 1988, 91 siteswith groundwater pollution caused by
petroleum products have been identified in Alaska. Of these sites,
41X are known to be caused by leaking aboveground tanks; 35% by
underground tanks.

DEC and EPA personnel have testified that current statutes do not
sufficiently address leaking tank problems. HB 220 would fill the gap
by requiring tank owners to take spill prevention measures. The
bill is particularly valuable in that it includes aboveground tanks,
which have caused such problems as groundwater contamination inNorth
Pole due to leakage of an estimated 200,000 gallons of fuel.

FiB 220 also provides for educational assistance and grants for
tank upgrades which will promote compliance with new EPA
regulations and prevent pollution and environmental damage. In
order to assist small businesses in cleanup of leaking tanks, the bill
establishes a fund which will provide substantial reimbursement for cleanup
expenditures. Appropriately, this financial assistance decreases with
business size (based on gallons handled each year).

The bill raises revenue for the fund by avery nominal tax on fuel
consumption and a registration fee from tank owners. The fee for tank
owners depends on tank size.

HB 220 isan important measure addressing protection of
groundwater in a reasonable and fiscally responsible manner.

Becky Achten 4-17-89

ALASKA CENTER FOR THE ENVIRONMENT ~« ALASKA CHAPTER, SIERRACLUB = JUNEAU GROUP.SIERRACUJB » SITKAGROUP.SIERRA CLUB
KNIK GROUP, SIERRA CLUB . OENALIGROUP, SIERRA CLUB . ANCHORAGE AUOUBON SOCIETY . ARCTIC AUDUBON SOCIETY
DENALICITIZENSICOUNCIL ~ » ALASKA FRIENDS OF THEEARTH ~« JUNEAU AUDUBON SOCIETY « KACHEMAK BAY CONSERVATION SOCIETY
KENAI PENINSULA AUDUBON SOCIETY ~ »  KODIAK AUDUBON SOCIETY o  LYNN CANAL CONSERVATION ~ «  ALASKAWILOLIFE ALLIANCE
SITKA CONSERVATION SOCIETY . NORTHERN ALASKA ENVIRONMENTAL CENTER . SOUTHEAST ALASKA CONSERVATION COUNCIL

m KNIK KANOERS AND KAYAKERS
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HB 220
ABOVEGROUND STORAGE TANK INFORMATION

MARCH 28, 1989

GENERAL

Groundwater in Alaska is affected more often by aboveground
petroleum storage tanks than underground petroleum storage tanks.
Based on Appendix IV in the Groundwater Quality Protection Strategy

1. As of May 1988 there are 120 sites with groundwater
contamination in Alaska.

2. 75% of these sites (91 of 120) are contaminated by petroleum
products.

3. Of these 91 sites

- 41% of these sites (37 of 91) are abovegroundtanks,

- 35% of these sites (32 of 91) are undergroundtanks,
- 75% of these sites (24 of 32) are underground
tanks regulated by EPA regulations,

- 24% of these sites (22 of 91) are of unknown origin.
GROUNDWATER QUALITY PROTECTION STRATEGY
In developing the Groundwater Quality Protection Strategy, DEC held
two series of workshops to solicit public opinion on groundwater

protection in Alaska. We had workshops in five towns, the number
of people who attended are

Town February 1988 October 1988
Juneau 14 11
Fairbanks 44 27

W asilla 13 15
Anchorage 80 21
Soldotna 41 37
Total 192 111

This is more people than we usual get for public meetings.
Two primary concerns people voiced are

1. DEC should do more enforcement. DEC is not tough enough on
polluters.

2. Concern about benzene in their drinking water. DEC should
take a pro-active approach by developing regulations for all

*:
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fuel storage, including residential tanks and aboveground

tanks. But take a different approach with each class of tank.
Then make sure DEC goes out and enforces the regulations.

SITE SPECIFIC

This is not a comprehensive list. There are a number of sites that
we could not get info on due to personnel gone to Valdez.

In general, the vast majority of aboveground tanks at a military
facility have contaminated the underlying soil and groundwater.
These are primarily due to years of careless spillage, values left
open, cracked or broken pipelines, or tank leakage at welds or
bolts.

EXAMPLES OF SITES OF INTEREST

ANCHORAGE

Alaska Storage tanks for waste oil. Too small for contingency
Pollution plan. In the process of contamination assessment.
Control

Butler Tanks at the airport, unknown size. They are conducting
Aviation contamination assessment. This is a contingency plan

facility.
PORT OF ANCHORAGE—

Chevron Storage capacity = 389,000 barrels in use and 280,000 out
of service. Chevron is in the process of submitting a
contamination assessment work plan to ADEC for approval
prior to implementation.

Butler Storage capacity = 550,000 barrels (complete turnover at

Aviation least twice a month). Butler has been upgrading and
improving their tanks farm facilities and recently put
in liner. Butler had a pipeline leak into Chester Creek
earlier this winter.

Tesoro Storage capacity = 219,000 barrels. No known
contamination problems or assessment work done.to date.

Mapco Storage capacity = 400,000 barrels (est.). This is the
old Unocal facility and Unocal is responsible for all the
assessment work.

Unocal Currently owned by Mapco. Unocal has submitted an
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Army

Texaco

FAIRBANKS
Che’ ron

Texaco

Mapco
Refinery

N IKISKI

Tesoro
Refinery

Chevron
Refinery

PAGE 3
initial assessment report. The report shows highly
contaminated soil (levels average in the 100's of ppm,

with maximum levels up to 8,900 ppm). The groundwater
shows three distinct plumes with BTEX levels ranging from
100 ppb to 10,000 ppb, and about 10 locations that show
floating product on the groundwater.

The Army has done initial aissessment work and is planning
to start remediation this summer. They are working with
ADEC.

Storage capacity = 500,000 barrels (est.). No known
contamination problems or assessment work to date.

Bulk fuel facility in town. They have floating product
on the groundwater. Petroleum recovery since 1987

Bulk fuel storage facility next to Chevron. They have
contaminated the groundwater.

Have recovered more than two hundred thousand gallons of
fuel from the groundwater under the refinery. They
installed a series of product recovery wells and an air
stripper to clean the groundwater.

The refinery has an estimated 700,000 gallons of product
under the refiner'l in one large plume. Two additional
plumes exist undr the refinery of unknown size.

The refinery has installed a system to recover and treat
contaminated groundw ater. Don't know extent of
contamination or how much they have recovered.

KING SALMON

Naknek

Eskimo
Creek

Aboveground storage tanks owned by the Air Force are
leaking into the river. The Air Force is developing
cleanup plan.

Aboveground storage tanks owned by the Air Force are
leaking into the river. The Air Force is developing
cleanup plan.
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TOGIAK

Togiak

ANIAK

Aniak

VALDEZ

Chevron
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Aboveground storage tanks leaked into river an estimated
35,000 gallons. They settled out of court for $180,000
in penalties.

The aboveground bulk fuel storage tanks are leaking fuel
from the welds. There are 3 tanks, 20,000 gallons each.

Chevron is in the process of developing a contamination
assessment workplan. The extent of contamination s
unknown at this time, several monitoring wells show
floating product on the groundwater.



SECTIONAL ANALYSIS FOR HB 220 (RESOURCES)
PETROLEUM AND CHEMICAL STORAGE TANKS

Prepared by House Resources Committee staff

Section 1. PURPOSE. See bill.
Sections 2 & 3. 43.40 ADDITIONAL SURCHARGE ON MOTOR FUEL.

Levies an additional surcharge of 2 cents per gallon on motor
fuel which the legislature may use to appropriate to the
Underground Petroleum Storage Tank Account. Marine Fuels are
exempt from the tax.

%AeNCk[ison 4. 46.03 REGULATION OF PETROLEUM AND CHEMICAL STORAGE

Requires the Department of Environmental Conservation to
prevent and abate pollution from aboveground and underground
chemical and petroleum storage tanks. The program would
include notification, inspections, engineering standards,
enforcement, corrective action and damage and cost recovery.
A volunteer advisory panel is appointed to assist in the
development of regulations pertaining to the program.

46.03.380 Educational Assistance

Provides assistance to tank owners in complying with and
understanding the EPA regulations.

46.03.390 Grants

Establishes a grants for retrofitting, repairing or replacing
or closing an underground petroleum storage tank to EPA's
standards. Grants for closure would be for 90% of the costs
and 75% for upgrade and retrofitting. The department will
adopt regulations to determine the qualifications for a loan.

46.03.400 Notification and Registration Requirements

Requires a tank owner to notify the Department of
Environmental Conservation 30 days before they intend to
install the tank. Requires bienniel registration of storage
tanks which includes information on the location, size, type
and age of the tank as well as the total volume of petroleum
or chemical stored in the tank during the previous 12 months.
Requires tank owners who take a tank out of operation to
provide evidence that the contents of the tank have been
removed and that the rank has been properly closed.



46.03.410 Registration Fee

Requires tank owners to pay a bienniel fee of 2 cent per
gallon based on the capacity of the tank or $100, whichever is
greater. There is a $2000 per tank and $40,000 per facility
cap. These funds may be appropriated to the Petroleum and
Chemical Storage Tank Account.

46.03.410 Exemptions

These requirements do not apply to a tank with a capacity of
1,100 gallons or less at a farm or at a single family dwelling
or duplex residence if the tank is used for storing motor fuel

not intended for resale. These requirements do not apply to a
storage tank used for storing heating oil at a farm or
single family dwelling or duplex if the oil is held for

consumptive use on the premises where it is stored.
46.03.450 Definitions
Section 5. AS 46.08.015

Allows funds to be used out of the Petroleum and Chemical
Storage Tank Account for capital improvements. Use of funds
for capital improvements is presently prohibited in the Oil
and Hazardous Substance Release Response Fund. Capital
improvements which would be covered by the fund

include grants for leak detection and monitoring, spill
overfill prevention and corrosion prevention.

Section 6. 46.08.015 PETROLEUM AND CHEMICAL STORAGE TANK
ACCOUNT

Establishes an account within the Oil and Hazardous Substance
Release Response Fund called the Petroleum and Chemical
Storage Tank Account. The Account can be used for costs of
investigation, containment and clean up of a release from a
petroleum or chemical storage tank, grants and costs for
program administration.

Section 7. 46.08.900

Defines underground petroleum storage tank for this section.

Section 8.

Gives storage tank owners 6 months from the effective date of
this act to register petroleum and chemical storage tanks with
the Department of Environmental Conservation.

Section 9.

Under this section,- the owner of a qualifying underground
petroleum storage tank may request partial funding from the
Petroleum and Chemical Storage Tank Account to pay the costs



of investigation, containment and clean
release from or associated with an underground tank”

Payments for clean up will be based on the total number of
gallons stored by the owner during the last 12 months.

The owner would have to meet the following criteria to qualify
for use of funds: 1) the release was reported before July I,
1994, 2) the tank frcm which the release occurred was
installed before July 1, 1989, 3) the tank from which the
release occurred was registered with the Department of
Environmental Conservation, 4) the owner is in compliance with
all state and federal laws after the effective date of the
act, 5) the owner lacks sufficient assets to self-insure as
defined in federal regulations, 6) the owner pays the full
amount of the deductible to the Department, 8) the petroleum
release was not a result of negligence, gross negligence, or
intentional misconduct, and 9) the owner agrees to upgrade all
underground storage tank systems located at the facility from
which the release occurred.

The maximum payment under this section may not exceed $1
m illion.

The department shall adopt criteria for determining priorities
for responding to a release.

Section 10. Effective date of the Act.

July 1, 1989



CGENERIC UST LEGISLATIVE BRIEFING

VWHY AN UST PROGRAVP

THIS IS A PLUVBING PRCBLEM
CF IMVENSE CONSEQUENCES

REPLACING WATER SYSTEM
S CFTEN ONLY ReveY

CONGRESSIONAL RESPONSE TO
PROBLEM

WHY STATE RN PROGRAVE?

FEDERAL GRANT AS ST SEED
MONEY

Nationwide, ?ver half of America relies on
groundwater for domestic use.

In Alaska, 8% of water for public water systems
comes from groundwater. . Again in Alaska, 6% of
the contamjnation of drinKing water comes from

petroleum (from all sources,” including USTS).

In an EPA surye%/ of 10,000 tanks nationwide, 25%
FAILED tank tightness fests. — 84% of those
failures were caused by piping failures.

EPA has estimated in the next 30 years, costs of
clean-ugs or replacing water systéms will amount
to $52.8 BILLION dollars.

Because removing gasoline from water is ver,
expensive and oftén technologically impossible.
Often times, new wells have to be drilled or new
water systems installed.

Alaskan examples include Peters Creek spill,
where a_new water system wes installed, "and
Anchor River, where’ new wells were drilled.

Amended Resource Conservation and Recovery Act

in 1984; established statutory
requlations, directed EPA to develop” UST
requlations, and a grant ro%ram to help Stares
develop their oan | pro$ra s. Also, ‘interim
requirements went into effect for new tanks on
I\/h){_?, 1985, so there has been lots of advance
nodlcet on this program in the UST associated
Industries.

Congress felt ?roblems of this nature are most
acufely felt at State and local levels. State

and local agenu-_es are usually the first to
respond, and ultimately responsible 1f no one is
willing to clean up a tank polluting a water

supply.

Congress provided federal grant funds to States
to be used as seed money t0 develop UST ]plrograms
for the prevention and detection of LUST'.
Federal funding alone was never expected to be
adequate to run a State program. States are
therefore expected to develop their own funding
mechanism.



AVOLNT CRANT MY
Ak Blstr ks
(FY 86-89)

EPA DIRECTED TO_IDENTIFY
STATE APPROVABLE PROGRAVG

QONGRESS SET LP_LLST
CLEAN-UP TRUST AND

AVONT OF LUST TRUST
FUND MONEY ALLOCATED

. TOAAKA
(since September 1987)
TRUST AND LIMITS

WHAT IS AN UST?

CONGRESS EXLLDED

WA RESIDENTIAL/OIL
TANGS BEXCLUDE?

$500,000. (approximate)

Congress also developed a means bﬁ/ which States
can ‘take over UST programs from the EPA
Outlined In the new final UST regulations, a
"state-appro'vable program” must meet or exceed
the new Federal requirements.

EPA proyides LUST Trust Fund money to assist
States in developing a program to” clean-up
leaking tanks. The prevention and ¢orrective
achon_grograms together form a unified whole;
there is ITttle Jofg term benefit gained b
establishing a clea -ug é)ro ram if~a prevent on
program Is ot established as well.

$1.2 million

Only for imminent health hazards where a
resEonsmIe party cannot be found. Otherwise
tank owner/operdtor (0/0) 1s expected to pay.

One or more tanks and associated piping used to
hold petroleum_sub tanks such as motor™ gas,
a\_/llatlon gas, JP-4, diesel fuel oils, and used
oils.

rarm or residential tanks of 1,100 gallons or
ess;

Tanks used -for Seating oil;

Septi¢c tanks, stormwater tanks, flow. through
%nan_ulfatcturmg tanks, and other pipeline
acilities.

The imminent threat to large public drinking
water sources are refined Petroleum roducts
that move quickly through the subsurface
environment. Héating o1l, especially in above
ground tanks, is being considered for future
rePutIatLons. Also, nany States regulate fuel *
oil' tanks.



NUVBR OF TANKS IDENTIFIED
IN ALASKA...

ARAE AE

NAMBER OF TANKSS OVR
15 YEARS OD

ERCENTAGE OF TANKS WTH
D CCRROGION PROTECTION

VAR CALRES OF TANK
FAILURE (NATIOMWIDE)

PRERTABE S

REQUIREVENTS FCR 0D TANKS

designated State agency of where-abouts,
age %ng constructiogn o¥ tanks eby My 6, 1986.

rrazs not be totally accurate: 4300 UST, 1800
O/O's (corporations, private individuals).

12 years old. Majority of failures occur after
13 years.

T BT ot e
Piping failure.

Corrosion of tanks. |

Sloppy fuel handling; sp'iIIing and overfilling.
Improper tank installation.

Corrosion protection (cathodic protection).

Spill/Overfill hardware _
(automatic shut-off valves, drip pans).

Monthly m_onitorincl; for leaks _&with automatic
tank_ gauging, soil' vapor monitors, tank wall
monitors, ground water monitors).

Owner/operators certify proper installation of
facilities.

Monthl monitorin% systems and tank tightness
tests Tor oldest Tanks first (25 years and
older by December 1989).

20 to 25 year old tanks - 1990

15 to 20 year old tanks - 1991, etc.until all
tanks have systems by 1993

All tanks be tightness tested yearly until

corrosion protection spill/overfill” protection
added.

All tanks have corrosion protection and



Installation, or closure.

Do ;t)r%)_er tank closure; check for and report
contamination.

AL TANK OANERS MLBT Notif;ildesiﬁnated tate agency of tank

UST REGULATIONS BASD (N American Petroleum Institute; °etroleum Equipment

INDUSTRY CODES/STANDARDS Institute, etc. have had recommended practices
for USTs ‘installation and operation of for
decades — but widely unused. Now industry
codes must be followed.

FINANCIAL ASSLRANCE $1 million for petroleum marketers;
REQUREVENTS
$500,000 for non-marketers.

phased in over next two years:

1000 + USTs - January 1989
100 to 999USTs - October 1939
13to 9 USTs - April 1990
Vto 12 USTs - October 1990

Can Use jnsurance coverage, guarantees, surety

bonds, risk retention groups, private trust
funds, state sponsored~assurance program.

HOV BPA WILL ACHE\E Education and technical as.istance: information
QOVPLIANCE transfer to tank 0/0's.
Helping States to develop programs.

Enforcing regulations until State's get
enforcement authority.

COVPLIANCE TEGIES ~ State of Maryland annually notifies all UST
("THE STICK") owners/operators of requirements.
California-and Masssachusettes require operating
permits.

Many states (Maine, New York, Florida) are
operating installer and tester certification
programs.

Oregon reciuires all tanks have a license tag; .
bulk handlers can legally fill an UST only 1f it
has the tag.

Many states tar?et inspections, _issue informal
: enforﬁement letters, often receiving quick
results.



ALASKA STATE LEGISLATURE

165 E. Parks Hwy! ; P.O. BoxV .
Wasllla, Alaska 99687 b Juneau, Alaska 99811
5jr.subof « (907) 373-2878."™ ' r (907) 465-2679

MEMORANDUM aft

From Menard
1989

HB 220," Petroleum and Chemical Storage Tanks

"t i=(
"k L

The U.S Environmental Protection Agency recently adopted J;,I
regulat.'ons which require underground tank owners to upgrade

tanks to meet Specific engineering standards including leak ‘lr =
detection and monitoring, spill overfill prevention and

tank corrosion protection, The regulations also require tank

owners to obtain $1 million worth of pollution liability ;N

insurance." e v vl

HB 220 gives the Department of Environmental Conservation thelqir®**p/iVv
authority to prevent contamination associated with storage ,
tanks through a regulatory, educational, and .financial ¢ iii
assistance program. The billlprovides educational assistance

to tank owners to help them understand and comply witlt the EPA
regulations. It provides grants for tank owners to upgrade'’

their tanks to the EPA specifications. HB 220 also creates., ah

account within the Hazardous Substance Release Response .'Fund

to provide funds for clean up of petroleum and ":chemicaljKi*

ssonage tamk releases. Phe billl §s designerd tov rthadfe imsoramrce, ™K ™
companies more willing to insure tank owners by providing that!

tank owners who report spills by July 1, 1994 and meet certain

criteria will be eligible for partial reimbursement of clean = l!l:iU

up costs and grants to upgrade underground storage tanks.

A biennial storage tank registration fee of 2 cents per"gallon VFi
based on the capacity of the tank plus a 2 cent increase on.

the motor fuels tax provide a potential revenue source for the
Petroleum and Chemical Storage Tank Account. The average cost
to a consumer would be approximately $15.00 a year, a small
price to pay for the protection of our drinking water.

Representing the :
Matanuska-Susitna Borough '45' | Bt hmaMS&tséi -

NaS
t™Mwms»



INDREROUND STCRAGE. TANK FACT SHEET

* Nationwide, there are an estimated tvvo_fzz_ million regulated underground
storage tanks (USTs) at over 700,000 facilities;

* Seventy-five percent (75%) of existing UST systems are made of bare steel;

* The B Environmental Protection Agency estimates that a leak of one gallgn
of gasoline can contaminate the watér supply of a city of 50,000 peoplé (1);

* State of Alaska trial courts haye rvled that the storage of Iar%e uantities
of gasoline In underground tanks In close proximity to private residences is
an ultra-hazardous activity (2);

* With a similar ruling, the United States District Court of Colorado awarded
ﬁeven r(nsl)lllon dollars in damages, including the purchase of 44 residential
omes (3);

* The EPA estimates that "approximately twenty-five percent (5% of existing
ST systems are non-tight [leakingC when testéd using current methods" (4);
)

* Nationwide, 130,000 to 260,000 motor fuel tanks (18 - 35% of the total) are

estimated leaking (5);
* As of 1986, state requlatory agencies have reports of 12,444 leaks on file:
- 6% of the Incidents were from retail gasoline statjons:

- 5% involved operating as ooposed to abandoned. facilities;
- 81% of leaking tanks were steel and 1%owere fiberglass ((6);

1. Italiano, Michael L., Liability for Underground Storage Tanks, Practising
Law Institute, New York, 19//, p.3.

2. Personal communication, State of Alaska Office of Attorney General.
3. 1 bid., p.7L

4. 40 CR 280 September 23, 1988, p.37086.

5. EPA Underground Motor Fuel Storage Tanks: A National Survey 1986.

. ibid., from EPA State Incidence Regort - Summary of State Reports on
Releases from Underground Storage Tanks, 1986.

(o]



IMPORTANT
DEADLINES

WHO

PETROLEUM
MARKETER

PETROLEUM
NON-MARKETER

JANUARY 1989

MARKETERS
— WITH 1000 —
| WANKS: -1"

NON-MARKETERS
WITH NET WORTH
OF $20 MILLION

REQUIREMENTS

FOR YOUR

AND MINITMUM

FINANCIAL

RESPONSIBILITY

WoH AT YOU WUST HAVE
PER
THROUGHPUT OCCURRENCE AGGREGATE
OF FACILITY COVERAGE COVERAGE
DOES NOT
APPLY MILLION
A $1 MILLION IF
YOU HAVE 100
OR FEWER
TANKS:
G}\?’Pgﬁs
OR LESS $500,000
MONTHLY
A $2 MILLION IF
YOU HAVE
MORETHAN
MORETHAN 100 TANKS
10,000
GALLONS MILLION
MONTHLY
WOHEN YOU MUST HAVE IT
_ A _
OCTOBER 1989 OCTOBER 1990
mARKETERS * MARKETERS
WITH 100-990- CWITH 132
—j TANKS; | =
NON-MARKETERS
WITH NET WORTH
OF LESS THAN
« 320 WILLIONI~—
ANDLOCALL
GOVERNMENTS
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FROM PRE-PUBLICATION COPY OF "MUSTS FOR USTS"; FINAL PAMPHLET AVAILABLE OCT. 1*S8

WHEN DO YOU HAVE TO ACT? important Deadlines

For WHAT you have to do, see the chart on the left.

Pk ppi | piiicrion,, PROTECTON  LSRLMARHBRFL

New Tanks and Piping* At installation At installation At installation

Existing Tanks**

25+ or unknown age December 1989

20 - 24 years December 1990

15 - 19 years December 1991 ? December 1998 N December 1998
10 - 14 years December 1992

Under 10 years Oecember 1993 J

Existing Piping™*

Pressurized Oecember 1990 December 1998 Does not apply
Suction SarEe as existing December 1998 Does not apply
tanks

* New tanks and piping are those installed after December 1988
* Existing tanks and piping are thoso installed before December 1988

IF YOU CHOOSE TANK TIGHTNESS TESTING AT EXISTING USTs ...

if you donl use monthly monitoring at existing USTSs, you must use a combination of periodic tank
tightness tests and monthly inventory control. This combined method can only be used for a tew
years, as the chart below displays.



FROM PRE-PUBLICATION COPY OF "MUSTS FOR USTS FINAL PAMPHLET AVAILABLE OCT. L98S

WHAT DO YOU HAVE TO DO?  winimum Requirements

You must have Leak Detection. Corrosion Protection, and Spill/Overlilt Prevention
For WHEN vou have to add these tr s-ourtank system, see the chart on the right.

LEAK DETECTION
NEW TANKS * Monthly Monitoring*
2Chalets « Monthly Inventory Control and Tank Tightness Testing Every 5 Years
Oueanatyuse thisdadee la toyeas afterirgdletian)
EXISTING TANKS « Monthly Monitoring*
3 Chalets « Monthly Inventory Control and Annual Tank Tightness Testing

: (Thsdae anaiyle ussd ulJDxaioe 198)
Jf@,"n"ehﬁ’gg‘é'eh(}i?&g%” of Monthly Inventory Control and Tank Tighlness Testing Every 5 Years

these choices. (TFisddeenatylewssd for 0years alter ecdirg araanpdedionad
gdoafiapeationa ud B 198 widewa dae islae?)

NEW & EXISTING « Automatic Flow Restrictor « Annual Line Testing
PRESSURIZED PIPING « Automatic Shutoff Device -and- « Monthly Monitoring*

Choice ofone fromeachset *  Continuous Alarm System (eartataraetarkgagrg
NEW & EXISTING « Monthly Monitoring*
SUCTION PIPING | optaomticErkoaorg)

3 Choices * Line Testing Every 3 Years

e No Requirements
(fthe systemtes Iradrerederistics cesaribed in(refird reg ltias)

CORROSION PROTECTION
NEW TANKS e Coated and Cathodically Protected Steel
3Choices * Fiberglass
« Steel Tank clad with Fiberglass
EXISTING TANKS » Same Options as fur New Tanks
4 Choices « Add Cathodic Protection System
= Interior Lining
« Interior Lining and Cathodic Protection
NEWPIPING - Coated and Cathodically Protected Steel
2 Choices * Fiberglass
EXISTING PIPING « Same Options as (or New Piping
2 Choices e Cathodically Protected Steel
SPIlIJ/OVERFILL PREVENTION
ALLTANKS  Catchment Basins  -and = Automatic Shutoff Devices -or-

« OdliuAlamns -or-
< Ball Hoat Valves

Monthly Monitoring indudas: ~ Automatic Tank Gauging  Grourvd-Water Monitoring
Vapor Monitoring Other Approved Methods
Interstitial Monitoring



otification forUnder®roundStorage Tan
FCR FETURN  Departrent of Ecvirarental Gornsenvatiion

TANS GOMALETED  po.BOX O
N

EIK POjq Juneau. AK 99811

- SIMIBRE

SIAELEEOD
1Q Nintsr Y

(907) 465-2653

0atx 4xcxivm

GNERALINFCRVATICN |,

Notification is rvquirtd by Federal taw for all unrfrrground tanks that Ka*e bavn
uwrd toilorc regulated lubxonen TNt January 1 1974 that art in Iht (round at of
'lay |. 1984.ce(hat are brought into use after May |. 1984 The information
i»required bySe<lion900I of the Resource Conservation and Recovery Acl.(RCRA).
at amended

The primary purpose nf ihis notification program it to locate and evaluate under-
ground tanks that ttore or bate ttorcd petroleum or harardout substance®. li n
ctpecied that the information you protide will be bated on reasonably available
records. or. in ihc ab-ence nf such records. your knowledge. belief, or recollection.

Who Mutt Notify? Section 9002 of RCRA. at amenoed. requires that, unleu
etempted, owners of underground tankt ihat non regulated subtunces nust notify
designated State or local agencies of the existence of their tanks. Owner means—

(at mthe a x of an underground storage tank in use on Novenber 8. 1984 or
brought into use after that date, any person who owns an underground storage tank
uwd for the storage, use. or dispensing of regulated substances, and

tw in the case of any underground storage tank in use before Noverrber 8. 1984,
but no longer in use on that date, any person who awned such tank immediately before
the discontinuation ofus use.

Whit Tanks Are Included? Underground storage tank is defined as any one or
combination of unks that (1) is uied to contain an accumulation of ‘regulated sub-
stances.'and (2) whase volume (including connected underground ptpingl is 106 or
more beneath the ground Somcciamplesarc underground tanks storing: 1.gasolirc.
used oil. or diesel fuel, and 2. industrial solvents, pesticides, herbicides or fumigants.

Whit Tinks Are Excluded? Tanks removed from the ground are not subject to
noufication. Other unks excluded from notification are:

1 farm or restdenualunksof 1.100gallonsor less capacity used for storing motor fuel

for noncommercial purposes:

%. unlt<.s Lselt(jfor ttonng heating oil for consumptive use on the prermises where ttorcd:
. SEPUIC UNKS:

¥ r

Hesstypeoprintininkall itenseogtt “Sigaure 'inSsaion \/ Thisfanmust bycovdetsdfar

4. pipeline facilities #including gathering lincvl regulated under the Natural Civ
Pipeline Safety Act of 1963 or the Hazardous | iquid Pipeline Silels Act nt 19/ nr
which is an intrasuie pipeline facility regulated under State laws.

5. surface i ndments, pits, ponds, or |

6. stormwater or waste water collection systers:

7. flow-through process tanks; )

8. liquid traps or assocuted gathering lines directly related tooil or gis prmductiomd
gathering operations:

9. storage tanks situated in an underground area (such a» a ba-emem cottar
mincworamg. drift, shaft, or tunnel) if the storage tank is situated upon or ahon- e
surface of the floor.

Whal Substances Are Covered? The notification reuuirements appls io under-
ground storage unks that contain regulated substances 1his includes ins .uMjncc *
d-fmed as hazardous in section 1l 114) of the Comprehensive Environmental
Response. Compensationand futility Act of I980(CERCLAI.wiihihec>cepnnnof
thote subvuncrs regulated as hazart weste under Subtitle C of RCRa it atm
includes petroleum, e.g.. crude oil or any fraction thereof which is liquid at standard
conditions of termperature and pressure 160 degrees Fahrenheit and 147 nourwis per
square inch absolute).

Where To Noeify? Completed notification lorms should be st to the address
givenat the top of this page

When To Notify? 1. Oaners of underground storage tanks in use or that have heen
taken out of operation after January 1. 1974 but still in the ground, must nnnis bi
May 8.1986. 2. Owners who bring underground storage tanks into use after Mes It
1986. must notify within 30days of bringing the unks into use.

Penalties: Any owner who knowingly flits to notify or submits febe information
shall b* subject to maril penalty not to exceed SI0.000 for each tusk for which
notification atnot given or for which fits* information is submitted.

'INSTRLCTIONS ¥

( Irdicate runroer of

eechlcationaoEinmucagoudstaage Unks. FnoetrtenSunksareonredat this lacatian, | aotinaiondests
praoopytte masesade ad dgdeaatinaiondesstothisfam 1 atadred
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| certify under penaltg of law that thave personally examined and am familiar with the information submitted in this and all attached

ojcuments. and that be
Emitted information is true, accurate, and complete.
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ENVIRONMENTAL PROTECTION AGENCY

ALASKA OPERATIONS OFFICE
Room E535, Federal Building
701 C Street, Box 19
Anchorage, Alaska 99513
Phone (9071 271-5083

January 24, 1989

The Honorable Curt Menard
House of Representatives
P.O. Box V, Room 110

Juneau, Alaska 99811

Dear Representative Menard:

On December 22nd of 1988, new Environmental Protection Agency (EPA)
Regulations designed to protect groundwater from leaking petroleum underground
tanks went into effect. Because these regulations will effect over 1800
facilities in Alaska, I want to wupdate you on their content and make my staff
available for further detailed briefings, if you so desire.

The Underground Storage Tanks (UST) regulations follow a 1984 mandate from

Congress in Subtitle I of the Resource Conservation and Recovery Act. I'n
Subtitle |, Congress directed EPA to develop a petroleum products UST
Program. Congress was responding to an increasing number of cases in which
drinking water aquifers were contaminated from leaking underground storage
tanks (LUST). Complimenting the UST regulations, Congress designated a LUST
Trust Fund in which Federal gasoline tax money 1s allocated for the <clean-up
of the most threatening spills. In Alaska alone, over two million dollars
have been appropriated to the Department of Environmental Conservation for

clean-ups since 1987.

Congress required that all tank owners and operators notify an CPA designated

agency of their tank by May of 1986, or at the time of installation

(See attachment 1). Congress also required that all new tanks Installed have
corrosion protection, and meet other basic engineering standards until the
time the final regulations were promulgated. The UST program has been widely

anticipated since 1984, and the EPA Alaska Operations O ffice has conducted a

number of public outreach activities, including information meetings and
technical assistance seminars.

The Technical Requirements of the UST program are found 1n the September 23,
1988 Federal Register (40 CFR Parts 280 and 281). Important exceptions that
you should be aware of include farm and residential tanks of 1100 gallons or
less, heating-oil tanks, and a number of other non-petroleum tank-like

structures.

The Technical Requirements ldentify tank hardware and deadlines for the
installation of the hardware (see attachment 2). Basically, all new tanks

that go into the ground are required to have corrosion protection,

spill/overfill preventive devices, and leak detection systems Installed. UsT
systems in the ground are required to be upgraded on a phased basis, so all
tanks meet leak detection requirements by 1993, and are otherwise orotected by

1998.



Congress also mandated that t?nk owners and oRerators have adizI uate I|ab|I|

coverage In case water or soil clean-ups are nheeded F ?nl n dollars o
%overa e vvas required by Congress smce 1t 1s not unusua lean-up costs
0a
Fmaﬁ

ch this amaunt” I< the case of catastrophic s These
mail Respon3|bH|t Requirements WI?| E) p%ased En over the next two
years (see attachment 3>§

M staff and | are available at your request to discuss the implementation of
this program in Alaska. _Please Teel free to contact nme or M. Kevin Keeler,
State Coordinator (271-5083), if you have questions or if you are
interested in a detailed brleflng Additiopally, .if there are other
environmental matters which arisé during this Ieglslatlve session for which

EPA can provide Information or assistance, Please don't hesitate to call ne or
Steve Torok (located in my Juneau office) at 586-7619.

Alvin L Ewm%; \
Assistant Regional Administrator

Attachment(s)



John ?. Stubblefield
P. 0. Bax 773
Soldotna, Alaska 99669

February 9, 1989
To Alaskan Senators and Representatives!
Due to the E.P.A. regulations that are nov enforce/ the owners and lessors of
gas stations ars in a financial situation that w ill be impossible to absorb, Jtost
owners cannot afford to replace and upgrade their tank systems. The insurance w ill

run most of us out of business and if that doesn't the clean up of contaminated

ground w ill.

By E.P.A. standards/ there is probably no station in the state that can comply 100%

w ith the new regulations. E.P.A. has put the burden of all lia b ility on the current
owners regardless of the consequences. Has no one taken the time ta consider what
the effects w ill be on small businesses and also the economy? If we go under it

w ill also mean job losses for an average of three employees per station.

We find ourselves desperately in need of help. The regulations adF€ necessary/ as

ie the clean up and protection of our water and s o il. But we cannot comply. We

do not have the funds to do this. Where is it to ccra# from? Are you just going

to close wus down? Sell our stations o ff to the o il companies for pennies on the
dollar? The only ones that w ill come out on top of this are the large o il con”aniea
and corporations like Seven-Eleven. They w ill be the only onos able to afford the

insurance and the upgrading.

The small independent service station owner is an endangered species. Do we as
Americans and part of the human race have any less rights than any other endangered

species?

I have been in Alaska for 30 years. I have all my lifes work, tied up in my station.
Along w ith many other station owners, | stand to looae it all if ve cannot get

some assistance from the State.

If ever there was a need for the representatives of the State to pull together
and help a group of businesses and hard working people, this is the tiros to do it.
Are we any less important then three whales trapped in the ice? W ill someone

corns to our aid?

Sincerely*

w N /

John T. Stubblefield
SOLDOTNA TESORO



Gas stations need help

. Aseriousproblem came tolightinarecenthear,
ing on new requlations by the Environmental Pro-'
tection Agency for underground fuel tanks.

The regulations that went into effect in Decem-
ber require owners of commercial tanks that hold
more than 1,100 gallons to get s2 million in insurance
and follow a stringent monitoring program to make
sure their tanks do not leak.

Gas station owners testified that the new rules
may presentinsurmountable problems. Anownerin

Fairbankssaid itwould costup to $300,000to clean up.

his site and qualify for insurance. Others said insur-
ance wasn’t even available against leakage prob-
lems. m -ol-

Most of the gas stations in the Fairbanks area
were built without corrosion protection around their
tanks. It is not unreasonable to expect that leakage
problems from underground tanks are fairly com-
mon in our area.

Our community cannot afford to have its water
table contaminated. To the extent that the new EPA
regulations serve to identify sources of contamina-
tion and remove them, they are desirable.

But in many instances, gas station owners can-
notafford the costofcomﬁlymgwlth the regulations.
They have appealed to the Legislature for help.

Where problems with fuel tanks exist, they have
developed over many ears,/{)erhaps before the pre-
sent owners bought them. A great public interest
exists in cleaning them up. The Legislature should
give close attention to the pllght of the gas station
owners and do what it can to help them.

*

Today9 Thought?®,

] In his book, “The Sound of Laugh-

ter,” the late Bennett Cerf tells abo(jt
a small-town editor who had repe-
atedly instructed hisenthusiastic new
reporter, “Always remember that
names make news-" The reporter’s
next assignment was about a fire and
his accolnt began: “Fire last night
destroyed farmer Alvin, Heimerdin-
ger'sbam, claiming the lives of three
cows named Bossy, Eessie, and Ger-

trude.” By Rev.Paul Osumi
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Pay

WASHINGTON—James Madi-
son is in his grave, but a constitu-
tional amendment he sponsored in
1783 goes marching on. The event
went almost wholly unreported in
the news, but on Feb.. 7, lowa be-
came the 26th state to ratify the
" e%tt off the pay mise" amend-

This is be |nn|n(1; to get exciting;

To recapitulate a story 1hat most of-

the country knows nothing about
Congress_in September 1789
approved 12 proposed amendments
to the Constitution. By 1791, 10 of
them had been ratified b&_the
states; we know them as the Bill of
Rights. Twaq of the proposals failed
of ratification at that time. One
dealt with apportionment of the
House of Representatives and is of
no current interest.

This was the forgotten 12th: “No
*law varying the compensation for
the services of the senators and
representatives shall take effect
'until an election of representatives
shall have intervened." o

It is marvelously simple, is it
not? Thlrtfysta_tes have similar pro-
visioas affecting their own state

raise

1990

Should 6

BOSTON—The protestors are
gone now. The legal hit team has
wandered off in search of another
target. The television crews have
moved to other sites and other
stories.

The people who surround Nancy
Kleinthese days are those who care
about her. Nof as a case study or a
political focal point, but as a viife, a
daughter, a mother. Her husband

Martin visits with her as he has ev-

ery day since the 32-year-old
woman went into.a coma. He tells
her the simple things, how his da
went, what he did;, what their 3-
ye&r-old daughter did.

If'some spark leads Nancy Klein
nni-of  chnHmue nth#rnnmn hpr

difi
"der

in
eft
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Not long utter issuing the technical stand-
ards for underground storage tanks, the
Knvironmcntal Protection Agency’s Lee
Thomas signed the final rules for finan-
cial responsibility requirements Oct. 26,

1988.

Tlie federal regs will be phased-in over a
two-year period depending on the numberof
tanks owned. The phase-in schedule is
designed to give marketers additional time
to come upwith affordable pollution liability
coverage or any one of the “mechanisms”
approved by the EPA. These mechanisms
for demonstrating financial responsibility
include private Insurance, self-insurance
(subject to specific condmons?, state funds,
group trust funds and any other state-ap-
proved methods. o

Marketers must show they arc financially
able to pay the cleanup from an underground
storage lank system leak or spill, which not
onlz includes cleaning up the petroleum
leak, but also correcting environmental
damage and compensating third parties for
personal injury or property damage.

The final rules regwre that petroleum
producers, refiners and marketers who own
or operate USTs, demonstrate that at least
Sl-million .Per occurrence (the amount of
money available to pay the costs resultmq
from @ leak) and an annual agqregate,(tota
amount avallable to coverall releases in one
ycar)ofSI-millionorS2-million. depending
on the number of tanks owned. The ag-
gregate breakdown is: -
1-100 tanks: Sl-million
101 or more tanks: S2-million

la eengde, if a naketer ons ar
quaaess fieddaias adbes atad of 1S
taks, e mst havo S-miilim par coour-
rate ad FHrillionpaard aggegse
Tins, ifadtenatkas itis Botaksa 5D

Industry

in an-¢cia

| s

Focusing

| Responsibility

stations, he must show SI-million peroccur-
rence and $2-million annual aPPregate.
[lowcvcr, the minimum amountof financial
responsibility that must be shown does not
limit a marketer's total liability lor damages
caused by aleak or spill from alank system.

Tanks that are not used in petroleum

ﬁroduction, refining and marketing, and.

ave only amonthly throughput of 10,000-
gal. or less, must show financial assurance
of at least $500,000 per occurrence and S|-
million annual aggregate.

The phase-in schedule

The EPA has classified the 24-monlh
phase-in of the regulations into the follow-
Ing lour categories. _
« All petroleum companies owning 1.000or
more USTs, and any other UST owners
reporting a"tangible" net worth of $20-mil-
lion or more to the U.S. Security and Ex-
chan%e Commission (SEC), Dun and
Bradslrect or the Energy Information Ad-
ministration, had to show financial respon-
sibility b¥ Jan. 24, 1989, the day .he rules
became eifective.
* Marketers owning 100-999 USTs must
assure they are financially capable of paying
E%r {g% gosts of a petroleum release by Oct.

* Tank owners of 13-99 USTs at more than
one facility must show financial respon-
sibility by April 26,1990.

+ And lastly, marketers owning 1-12 tanks,
or owning only one facility with fewer than
100 USTs, must meet financial respon-
sibility requirements by Oct. 26,1990.

Certifying coverage

Even thou‘gh lank owners have avanet){
of options for demonstrating financia
res|Hinsibilily, finding Minicunc to provide

that assurance is not readily available.
When a lank owner determines what
mechanism or combination of mechanisms
he intends to use, lie must maintain a"Cer-
tification of Financial Responsibility," out-
lining the method of financial res[)on3|b|l|ty
used and certifying that this method com-
plies with EPA Tegs. o
Largejobbers, mdeFendents andmajoroil
companies will most likely self-insure their
tanks. Because these companies arc solvent
enough to meet the financial responsibility
requirements without obtaining" pollution
liability insurance, the EPA isallowing them
to sclf-insurc only if they pass one of the fol-
lowing two financial tests:
* The company: has a net worth of at least
S10-million; has a tangible net worth of at
least 10 limes the amount of the aggregate
coverage; filed annual financial statements
with the SEC, EIA, or the Rural Electrifica-
tion Administration; reported an annual net
worth to Dun and Bradslrect and received a
ratjn]g of4A or5A; and files aletter from the
chieffinancial officer, (see FederalRegister
lor outline). In addition, the audited finan-
cial statements cannot have an adverse
auditor's opinion or disclaimer of opinion,
* The company: has anet worth of SI0-mil-
lion; has at least a tangible net worth of six
times the a%gregate coverage  'led; has
U.S. assets that arc at least 90% of total as-
sets; has working capital at least six times
the re?.uwed a?gregate; files aletter from the
chief financial officer Federal Renister for
outline); and hasabond rating of AAA, AA.
A or BBB from Standard and Poor's, Aaa,
Aa, A or Baa from Moody's: and has audited
financial statement* which do notcontain an
adverse auditor's opinion or disclaimer of
opinion. )
Takonvasandsoddanag aatse
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ments. ‘llic co iipany providing flic guaran-
tee must: possessacontrolling interest in the
tai.i* '«/ning firm and/or property; control
ownership &r?ugh stock by a common
Parent com ,an% wiiic.1 possesses a control-
ling interest in the owning or operating firm;
issle a guarantee as an ‘act incidentto the
business relationship. This guarantee must
meetoneofthe Erewousl mentioned Finan-
cial tests (see Federal Register for more
details). Also, marketers can obtain asurety
bond or a letter of credit for the amount re-
quiredto meetthe financial responsibility re-
quirements. .

Where smaller companies can't afford to
self-insure or do not have someone to give a
guarantee, they mustshow that they meetthe
regs' stipulations through aqualified insurer
orrisk retention group. .

Tank owners are required to obtain a

Fuarantee for the amount that is required
rom the insurer, but the insurance company
also must pass the prewouslr described
financial tests. Maikctcrs must maintain a
certificate of insurance from the pollution
liability provider at the tank site or place of
business. .

The EPA is allowing marketers to rely on
state cleanup fun”s to help meet financial
responsibility requirements. However, in-
surance companies wam marketers to be
prepared for the situation where state funds
are not sufficient. The federal government is
also allowing marketers to use any method
approved bY their respective states or to es-
tablish afully-fundad trust fund to coverthc
requirementor to usca combination ofa trust
fund with any of the other previously men-
tioned options.

_ Under the new federal standards a pollu-
tion liability insurer may only cancel in-
surance coverage alter a marketer ha.-
received acertified letter stating the cancel-
lation and has been given 60 days to find
another insurer. Surety bonds or’letters of
credit must give 120 days notice. If a lank
owner can't find insurance within the 60
days, he must notify the state regulatory
agency.

Information on financial responsibility
must be reported to the state re%ulato ry agen-
cy in the following eases; installation'of new
tank systems, confirmation that a tank sys-
tem is'leaking, when insurance coverage r
canceled and the marketer is unable to %et
other coverage, and/or upon request by the
EPA or state regulatory agencY. lowcver, if
financial responsibility cannot be found, the
statute allows the implementing agency to
suspend enforcement, but only in specific
£ases.

The ||'|'||Ia||n%/ jfin'y will only min|K'iil
enforcementin the lollowingcircumstances:
(I.% Methods of financial responsibility arc
notgenerally available lor USTs in the class
or category; and (2.) Steps arc being taken to
establish @ RRG (risk retention gLrpup) for
that class of tanks or the stale is taking steps
to establish a corrective action and compen-
sation fund under the Rcaulhorization Act.
Suspension of enforcement may not exceed
1SO days.

False security

Insuring your home, your car and even
Yourllfc isa fairly easy task. It's unfortunate
hat marketers can't saﬁ{ the same when
trying to track down pollution liability in-

surance.

In fact, the task has been so burdensome
that some tank owners are either bailing out
of the industry or they arc planning to "run
naked" and hope they don't get caught.

So far, pollution Tiability coverage has

failed to become widely available; and
where it is available, it's too costly for most
smaller marketers. “iN |bod%'s going to be
able to get insurance; only those who really
don't need it will be able’to afford it," says
Max Clay, Petromark ma lager.
_ Some insurance companies are attempt-
ing to enter the market, but ver* few meet
the EPA’srequirements. Currently,only two
insurance companies have announced that
{.hey arc complying with the EPA regula-
ions.

On top of the pressure to find an affor-
dable pollution liability package, marketers
arc now being advised to beware of in-
surance companies making “false claims."
Some insurers arc warning marketers not to
be fooled by companies who claim to be
m?etmg EPA standards, but in reality arc
not.

_ Here arc a few suggestions from various
insurance agents about what to look for
when purchasing pollution liability
coverage:

* Ask f the company meets the federal regs
and have them put a'statement to that effect
in writing, 1f they don’t meet the standards
yet, get an endorsement from the compan
that they will bring the policy up to EP
standards. ,

+ Start making inquiries of insurance com-
panies. Find out what they offer, how much
It costs and what it covers; i.e., on-site, off-
site, third party and legal defense. Jim Ward,
with P.W. Troxoll & Co., Springfield, III.,
advises marketers to check their auto
policies. “Pollution liability for truck spills
and tum overs is no longer covered in most
auto policies,” says Ward. He recommends

making miiv tin* nulo pulley has an endniM*
ment to provide pollution coverage.

+ Because financial responsibility regs arc
almost impossible to understand, ask alegal
expert from your state or national assocla-
tion for advice. Ask the attorney to recom-
mend an insurance company or [or criteria a
marketer should look for when selecting an
insurer. .

+ Cheek the background of the insurance
company. Find out how long it has been in
business and how sound it is financially..

Insurance companies arc also advising
marketers to be wary of state cleanup funds.
Even though many states have adopted state
funds for cleaning up underground storaﬁe
tank leaks, marketers shouldn't assume the
fund will allcvia'c their financial require-
ments asset forth by the EPA. industry sour-
CES Say. .

In fact, many lawmakers, insurance com-
panies and lawyers arc instructing marketers
not to let their pollution liability coverage
lapse because of a "false security” they
might have about state funds.

"These funds are not foqlﬁroof and there
are a lot of Problems with them,” says
Pctromark’s Clay. _

Insurance agents say the state funds will
help shave premiums, but marketers should
be cognizant of state finances and on guard
in case the sine runs out of money. Agents
arc leery about who will pay for the clean up
and what will happen if a tank leak exceeds
the SI-million maximum provided by stale
funds, especially since the Leaking Under-
ground Storage Tank (LUST) fund docs not
automatically kick in.

Currently, 23 states have already adoPted
cIeanuF funds and the remainder are drafting
legislation or intend to introduce bills in this
year's Ie%|slat|ve sessions. Also, many ofthe
state funds require the marketer to P]ay the
initial costs or deductions first and then the
fund will pay the balance up to a designated
limit. However, some states, like Tennessee,
pay the first dollar and then the marketer
reimburses the state for the deductible.

Florida is one example of a state relying
too heavily on state funds. The state estab-
lished acleanup fund two years ago. butonly
activated the fund in May 1988. Since
December 1987, the fund has paid for the
clean up of only one spill, according to state
officials. , ,

Part of Florida’s problem is the reimbur-
sement process, which some marketers say
is not yet running smoothly, ﬁlus alack of
funds. State officials admit that money to
cover the fund is only trickling in and there
arc more leaks than the fund cancover at this
time. Mdw



Underground Tanks

STATES DRAFTING UST REGULATORY PROGRAMS
TO MEET EPATECHNICAL, FINANCIAL STANDARDS

m.<~umiuquvc tuuuo*
WflrmiemarProtection Agency told BNA
Feb. 14.

In addition, most states have begun preparing regulations
to comply with new federal technical standards that, along
with new financial requirements, were part of a package of
underground storage tank regulations issued last fall,, an
EPA official told BNA. ...,

However, an insurance industry official and an attorney
with an environmental organization discussed potential
problems with the program even at these early stages of
oevelopmenL

The federal rules were required under the Resource Con-
servation and Recovery Act. Technical standards were is-
sued by the,agency Sept 2?, 1988, and financial assurance
requirements were issued Oct. 18, 1988.

The technical rules will require two million storage tanks
to be retrofitted within 10 years through a state-run compli-
ance program that must be approved by EPA (19 ER 1116).

The financial assurance rules require most owners and
operators of underground petroleum storage tanks to show
that they have at least $1 million available to cover dam-
ages from lank leaks—enough to pay for cleanups of leaked
products, environmental damage remedies, cleanups of
drinking water supplies, and personal injury or property
damage suffered by third parties. The agency stressed that a
wide variety of instruments, ranging from insurance to
state-funded trust programs, can be used to demonstrate
financial assurance (19 ER 1236).

An insurance industry official who has watched as states
develop financial assurance proposals warned that the wide
differences among state programs r .ty make it difficult for
insurance companies to get involved even peripherally in
writing policies for owners and operators of companies with
petroleum tanks. The official, who wished to remain anony-
mous, also warned that states may find themselves shoul-
dering more of the legal and financial responsibilities for
poorly operating tank facilities than their newly created
trust funds can cover.

The official also said it was too early in the process to
draw many conclusions, noting that the agency recently had
extended the time allowed states to develop and certify
alternative financial assurance requirements (19 ER 2134).

NO state Has EPA-Approved Program

Among the many states that are developing regulations,
Illinois issued rules Feb. 2 "identical in substance" to the

CURRENT DEVELOPMENTS

recently released federal v derground tank rules, according
to documents from the state Pollution Control Board. The
proposed rules cover both new financial assurance require-
ments and technical standards.

According to Mark Waiwada, an EPA underground stor-
age Link program staff member in charge of state imple-
mentation, Illinois is one of many states working on writing
new or modifying old state tank regulations. However,
Waiwada said no state has gained EPA approval yet of its
technical regulatory program to comply with the new rules.

He estimated that some 42 states have UST statutes on
the books and 30 have UST-specific regulations, but these
regulations in most cases are not in complete compliance
with the new federal rules, Waiwada said.

But he added, “It is a little too early to know what states
have put together now, since it’'s only been three or four
months since the regulations were issued.”

Kathie A. Stein, an attorney with the Environmental
Defense Fund, told BNA that EPA was “too anxious to dump
the program on the states" with the result that there may be
too little federal oversighL She said the process for approv-
ing a state program had been "boiled down" to an examina-
tion by EPA of eight general categories rather than a
detailed approval of all sections of a state’s program.

For example, she said the states were allowed too much
discretion in selecting the type of leak detection systems
that may be used by a tank owner or operator in complying
with the federal rules. She also cited variances in the
phased-in schedule for adding leak detection systems for
older tanks which, she said, left too much choice to the
states.

“States will be under tremendous pressure from the oil
industry to water down the program," Stein warned, adding
they may cave in to industry demands.

Stein said, however, that ED F was not considering a legal
challenge to EPA's interpretation of the rules, but instead
would scrutinize each state program as it comes up for
public comment.
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from 1A

"It's no secret underground stor-
age tanks leak," he said.

Quick_ Mart owners Bob and
Wally Ralston refused to com-

ment

fopfi_ndicated the gas probably
seeped into the soil and made its
way. to the river through the
Spring  Creek culvert “which
crosses U.S. Highway 40 between
the U.S. Post Office and the
Steamboat Springs Health-and
Recreation Center, then goes be-
neath  the Quick Mart™ before
dumplr]g into the river on the
other sjde of Westland.

As of Tuesday, a strong odor of
gaS(%Ime still lingered in"the cul-
ver :

On Monday, Steve Michels_of
Kubart Equipment and Service
Co., Denver, wasinstalling two 90-
de%reeelbowsonthegasImeofthe
underground regular-gas tank.
He said that line didn't have
"swing joints," which allow the
pipe t0 move with shifts in the soil.
Apparently the threads had

jointand the line maYdhave roken

worn outinside the existing elbow

during the recent cold spell, Mich-
els said.

State Health Department regu-
lationsrequirethatapressure test
be conducted to search for addi-
tional leaks in the tanks. The
Denver firm was still conducting
the test at press time Tuesday.

Zopt said_he also notified” the
Colorado Division of Wildlife
aboutthe spill. Local DOW officers
vvfere unz%_vallable for comment as
ofpress time.

Rsswted by the fire dePartment,
crews dredged the outlet of the
culvert and placed polyethylene
absorbent pads on the Surface of
the stream to curb any additional
product that may confinue to seep
out ofthe soil and into the stream.

_The pads are waterproof but
pick up any hydrocarbons on the
water's surface.

Zopf said once the regular
;f)umps were shut off last week he

elt that no new product was get-

ting into the soil. "Wejusthave to
deal with what is there," he said.

The Steamboat Springs Police
Department received. a Teport of
Eg% hzafardous-materlals spill on

Police Chief Roger Jensen said
gasstationmanagerRichard Stre-
mel was "devastated that he had
caused this incident. (He) did ev-
Frgth_m pqssﬂfle" to reduce the
eak immediately.

Scott Pieratt, a geologist with
the Colorado Deépartment of
Health'sHazardous Materialsand
Waste ManagementDivision, said
his_ office, when notified of the
Incident, made some recommen-
dations as to how to clean up
what's left ofthe spill.

His office and the State Water
Quality Division are overseeing
any furthertesting and will deter-
mine whataction musthe taken to
take care ofany remaining petro-
leum productin the soil.

He estimated that the aver_agie
cost for hazardous materials
cleanup is $50,000-$75,000.

UndercurrentColorado law, the
owners mustfootthe entire bill for
such cleanups, Pieratt said.



pending in statehouse

*

by C. PATRICK CLEARY

In 1984, the U.S. Congress
passed legislation to develop a
program to regulate under-
ground storage tanks and ad-
joining piping in an efTort to
begin to deal with the growing
concern of hazardous-meteri-
als spills.

And on Dec. 22,1988 further
federal legislation calling for
the regulation of corrosion,
overfill and leak detection of
underground tanks came on
the books. The new law, how-
ever, called forthe states them-
selves to implement the pro-
grams.

Colorado finds itself in an
enforcement dilemma when it
comes to that legislation, Colo-
rado Health Department offi-
cial Scott Pieratt said.

In order to get those federal
regulations on the state books,
the state governing body is
trying for the third year to
implement legislation to setup

geologist with the Health De-
partment's Hazardous Materi-

While many of tho control
measures may he expensive,
Pieratt said costs ofhazardous-
materials cleanup range any-
where from sso,000 10

>.000. 'When groundwater
ination is involved, it's

an easy thing to clean up,"

e said.

The state seeks to handle the '

program independently of the
Environmental Protection
Agency. Currently, the EPA
legallyisrequired to make deci-
sions and handle enforcement
But when calls about the pro-
gram are placed to the EPA, it
refers questions to the state,
Pieratt said.

Colorado H.B. 1299 passed
the Transportation and Energy
Committee but still must go
before the Appropriations
Committee before the House
rules on it, Pieratt said.

He said that piece of legisla-
tion would set up a state
cleanup fund with. $10,000-
aediictible insurance for own-
ers who-incur spi]J$,,; The
‘cleanup fund would be financed
through some sort offan 7'

A phase-in program would

.ala_and Waste Management® take tank-owners up to 18

Division.

Those federal rules call for
strict adherence to federal cor-
roBion, overfill and leak-control
standards by any new under-
ground-tank installation.

And for existing tanks, de-
pending on their age, owners
have up until 1993 to imple-
ment those controls, he said.

months to install federal con-

trols. . I
Pieratt said the legislation

did not pass in paBt years be-
cause the state body didn't feel
it was appropriate to adopt its
legislation before the new fed-
eral law was on the books.
"We're breathing a little easier
this year," Pieratt said.

mployee Terry Michels installs elbow joints n the sub-

any e
merged pump hole a Stremel's Quickp I\/Iyart at the' corner of Third and Lincoln Ave.

Kubalt Equipment and Service Com
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The following is a summary of the main t&?>s; under the proposed
legislation and an explanation of the necessary services.

Revenue 1is expected from two sources as a result of this
legislation? a tank registration fee and a gasoline tax.

1. Storage Tank Program Development

During FY 90, three FTEs will be needed in this program. One
professional position will manage to contract t:o develop an
automated database of above and underground storage tanks,
investigate financial responsibility options and program funding
mechanisms, and prepare draft regulations 1in conjunction with an
Advisory Panel. This position will manage these items once
completed. One professional position will collect data, provide
technical assistance to facility owner/operators, and assist with
development of technical portions of the regulations. One
clerical position will provide typing, filing, data entry, and
assist with scheduling and administrative tasks associated with

the Advisory Panel. Underground storage tank regulations will be
completed in FY 90. Above ground regulations will be completed
in FY 91.

FY 91 and ongoing tasks will include completion and
implementation of regulations. Also required will be two
additional professional positions and one additional clerical
position. Major field tasks include: inspection of tank/piping
and associated structures, installation and abandonment
procedures, review of facility records for maintenance and
operation activities, and technical assistance. The Department
will examine means of contracting out functions.

2. Registration/Notification Program.

During FY 90, three and one-half FTEs are estimated to be needed
in this program. One-half professional position will oversee the
development of the program, special databases, and associated
procedures, and develop contracts and forms. One-half clerical
position will provide needed assistance. One fiscal position
will justify accounts and revenues. One and one-half
clerical/administrative positions will receive forms, enter data,
develop and send mailouts and perform followups. A consultant
will be hired to set up a computer program and develop
guidelinesye the contractual line item includes $40.0 for this.
Extra funds ($3.5) are included in supplies to cover materials
and postage for mass mailouts. The equipment line includes $17.0
for specialized computer equipment to gain access to AKSAS and to
print mass mailouts and labels.

FY 91 and ongoing tasks will include sending out notices of
renewal, contacting new establishments, receiving payments and
upgrading the database to meet new needs. No additional
positions will be needed for FY 91 and subsequent years. It may
be possible to reduce staffing once the program 1is in place.



3. Public Information Program

During FY 90, one professional and one-half clerical FTEs will be
needed in this program. One professional position, with the help
of one-half clerical position, will identify and provide
information and assistance to tank owners and w ill plan and
conduct public information activities. Development of the
program w ill be contracted out to assist tank owner/operators and

the public directly through presentations and workshops.
Contractual funds ($15.0) are included for document development
and printing costs, and $6.0 is included for supplies, mailout
m aterials and software.

These tasks will continue during FY 91 as the regulations are
completed and program implementation begins. No additional
positions for FY 91 are anticipated at this time.

4. Loan or Grant Program
During FY 90, one-half FTE w ill be needed in this program. This
one-half professional position will assist the Department of

Commerce and Economic Development in setting up a loan guarantee
program, and approve the use of funds from the Underground
Storage Tank Account (case by case) to guarantee a loan.

FY 91 and ongoing tasks w ill include continued approval of all
loan guarantees or grants during the 10-year period that
underground tanks have to upgrade. Additional one quarter FTE
w ill be needed for this ongoing task.

5. Underground Storage Tank Account Cleanup Program

During FY 90, four and one-half FTEs will be needed in this
program. Two professional positions and one-half clerical
position will develop guidelines and review reported leaks,
document leaks on computer, determine the extent of
investigation, cleanup, and necessary upgrades to current
facility equipment, and oversee cleanup contracts. One-half
position in the fiscal section will help set up, receive, and
deposit payments received. One administrative position will track
costs, and justify that payments are correct and adequate. One-
half professional position in the Solid Waste Program w ill
develop permits for disposal of soils contaminated from releases.
Additional contractual funds ($21.0) are included for development
and printing of forms, and medical monitoring physicals for the
two staff involved in field work. The supplies line includes
$5.0 for postage and mailout supplies. The equipment line
includes personal protective equipment ($5.0) for two staff
persons.

FY 91 and ongoing tasks w ill involve a considerable increase in
the regional office efforts to monitor contracts for cleanup,
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Prepared by; Steven £ Kettel

March 21, 1989

REVENLE PRQIECTION

Under Section 2 of this bill a surchar e of It 8er aIIon IS levied on
all motor fuel subject to tax under AS 43.40.01 otal %ross taxable

fueI sold or delivered in Alaska for FY 88 amounted to 951,9

8al|ons Nb increase or decrease in consumption was estimated’ for future
se.

Total Gross Gallons

taxable under AS 43.40.010 837,755,216*
Tax Rate 02
Total Revenue $16.788.104

* Includes refund gallonage under current law.

FISCAL IMPACT $25.0 CONTRACTUAL

One time cost for forms design, development, publication, postage and
industry training. _Additional costs for accounting of the procéeds from
the surcharge will_ include data processing system Upgrade and related
equipment acquisitions.
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ANALYSIS: The bill would lequire registration of most storage tanks operated by the department An biennial

Standards

FY 94

fee 0of 20 per gallon of storage is to be charged. The department has approximately 800 tanks storing 3,000,000

throughout the state. This yields an biennial cost of $60,000. In addition, there will be costs on construction projects

for the "registration fees" for temporary _tank_mstallatlons and in the higher fuel costs borne by contractors. This is
estimated to cost another $40,000 in registration fees artd $25,000 in fuel surcharge fees. The majority of these

construction related costs wou. \x:curon federal-aid construction”®
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B asis of estim ate

Fiscal Note: CS HB 220
Tank Registration Fee:
Com ponent # of tanks
Highway & Aviation M aintenance Facilities 400
Equipment Fleet Tanks 100
International Airports 25
Harbors [
Bouildings 200
Totalnumberoftanks 800
Totalgallons of storage = 3,000,000
At 20 pergallon = $60,000 first year

Every year thereafter = $30,000

Note: After the first year the department would pay one-halfthe registration early so thatthe

amountorequired within the budget is constant after FY *90,

Construction Related Tank Registration

Estim ate 50 projects per yearwith 4 tanksperprojectat 10,000 gallonsper tank (average) =

50 * 4 * 10,000 * 20 pergallon storage = $40,000
Construction Fuel Surcharge
Estim ate 50 projects per year with 50,000 gallons average = 2,500,000 gallons fuel

At 20 pergallon = $50,000

Less estimated allow ance for fuel tax refunds (AS 43.40.030) @ 50% $25,000





