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Recent Environmental Protection Agency (EPA) regulations require owner/opera-
tors of underground storage tanks (USTs) to demonstrate one million dollars
worth of financial responsibility to cover potential damage caused by leaks.
You expressed concern that these rules could drive many gas station owners in
Alaska out of business. You asked what other states are doing to comply with
these rules and what could be done in Alaska to help owners of small businesses

comply with these regulations.

We begin with a brief background discussion of the national UST situation,
then explain enabling federal legislation and BPA financial responsibility
regulations. Pollution insurance and other means of compliance, including a
range of potential state assurance programs, are described. The final section
focuses on the situation in Alaska and alternative means to fund a state
financial assurance program to comply with EPA rules.

Attachment A contains summary descriptions of various state loan or grant
programs to assist owner/operators of USTs to meet. EPA technical requirements.
Attachment B summarizes existing and proposed state financial assurance
programs to cover the costs of cleaning up petroleum releases. Attachment C
contains a series of letters and memorandums from various Alaska insurance and
petroleum companies to DHE. officials and legislators on the petroleum UST
insurance situation in the state.
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SUMVARY

Leaking underground storage tanks are a serious national problem. BPA
financial responsibility rules will require small businesses (1 - 12 tanks) and
municipal owner/operators of USTs to meet liability standards by October 24,
1990. Large petroleum firms will have little difficulty meeting financial
assurance requirements. The BEPA has not yet issued self-insurance requirements
for municipalities, so their ability to meet requirements is unknown. The
private UST insurance market for small owner/operators in Alaska may require
some form of state financial assurance program.

States are allowed "ide latitude in designing financial assurance programs.
At least eight states have proposed or established loan or grant funds to
assist UST owner/operators to meet technical requirements and make their tanks
more insurable. The structure of a state financial assurance program
influences the degree of compliance with federal requirements and will impose
varying financial burdens on owner/operators and the general public. The two
basic types of state assurance programs are insurance and guarantee programs.
In general, guarantee programs that cover costs owner/operators cannot pay are
the least expensive to the state and easiest to administer. Minnesota has a
model guarantee program that provides incentives for insurers to enter the
market by limiting their risk and for UST owner/operators to upgrade their

tanks.

There are 4,954 recorded USTs in Alaska. Of tne 72.3 million gallon IJST volume
in the state, the federal government owns 49 million gallons. Who pays for a
state financial assurance program involves thorny public policy and political
issues. Per tank or volume registration fees place the financial burden on UST
owner/operators, while a motor fuels tax or general appropriation places the
burden on the public. A per tank registration fee of $100 (on eligible tanks)
would generate $430,000, a tank volume fee of one cent per gallon would
generate approximately $712,000, and a one cent increase in motor fuels tax
would generate about $475,000. There is a great deal of uncertainty in the UST
situation in Alaska and a state financial assurance program deserves careful
study and assessment of potential public costs.

General Background

Leaking underground storage tanks (USTs) are a significant source of hazardous
waste contamination and pose a serious threat to groundwater quality. Since
over one-half of the U.S. population depends on groundwater for its primary
source of drinking water, protection of the resource has become a national

Larry Morandi, "Underground Storage Tanks: State-Federal Relationship
in Protecting Groundwater Quality," State Legislative Report, National
Conference of State Legislatures, Vol. 13, No. 32, October 1988, p. 1.
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issue. Gasoline and chemicals that lealc from USTs have become one of the
largest sources of groundwater pollution. Overall, there are three to five
million underground tanks in the U.S. that contain some type of hazardous
substance. Of the 1.4 million USTs containing gasoline at nearly 500,000
facilities nationwide, about 80 percent are constructed of unprotected bare
steel. The Congressional Research Service estimates that 75,000 - 100,000
of these tanks and their piping may be leaking and up to 350,000 could begin
leaking within the next five years.

Federal Legislation

In 1984, Congress added a new section to the Resource Conservation and Recovery
Act (RCRA) requiring the HBPA to develop a comprehensive regulatory program
for USTs. The program covers all USTs that store petroleum and substances
defined as hazardous under the Comprehensive Environmental Response,
Compensation and Liability Act (CERCLA, also known as Superfund). The RRA
provisions apply to any combination of tanks and pipes with 10 percent or more
of their volume underground. Farm or residential tanks containing heating oil
and USTs of 1,100 gallons or less used for storing motor fuel for noncommercial

purposes are exempt.

Subtitle | of RORA requires the BEPA to establish UST regulations for tan’;
notification, leak detection, record maintenance, reporting tank releases,
corrective action, tank closure, financial responsibility and new tank
performance standards. States can assume regulation of USTs from BEPA by
certifying that their program is no less stringent than federal requirements
and provides for adequate enforcement. In 1985, Congress expanded the scope
of the UST program with adoption of the Superfund Amendments and Reauthoriza-
tion Act (SARA) that provides federal funds to clean up leaking USTs (commonly

BEPA experts have testified before Congress that one gallon of gasoline
per day leaking into a groundwater source can pollute the water supply of a
community of 50,000.

3Rena |. Steinzor, "Local Governments Must Comply with Tank Financial
Responsibility Rules,” Resource Recovery. Vol. 2, No. 5, December 1988, p. 28.
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referred to as LUSTS). The act establishes a $500 million, five-year LUST-
Trust Fund to be financed via a 1/10 of one cent per gallon federal tax on
motor fuels. The act requires the BEPA to distribute the money to the states
over a five-year period which began in the spring of 1987. Congress intended
that the combination of a financial responsibility requirement and a fund to
pay costs exceeding the amount of insurance coverage would encourage early
reporting of releases and reduce financial uncertainty.

EPA Financial Responsibility Requirements

Financial responsibility regulations for USTs containing petroleum products
were published in the Federal Register on October 26, 1988 and become effective
January 24, 1989. The new rules "require UST owners or operators to
demonstrate financial responsibility for the costs of corrective action and
compensation of third parties arising from release of petroleum from USTs."
Owner/operators of USTs at facilities engaged in petroleum production,
refining, or marketing with an average monthly throughput of more than 10,000
gallons must obtain financial assurance of at least $1 million per occur-
rence. Those with USTs at facilities not engaged in petroleum marketing,
etc. and with a monthly throughput of less than 10,000 gallons must obtain
financial assurance of $500,000 per occurrence. All owner/operators must
maintain an annual aggregate of $1 million or $2 million, depending on the
number of USTs assured.

The EPA recognizes that requiring all tank owners to comply with financial
responsibility rules three months after their promulgation would result in
massive noncompliance and create a heavy administrative burden on the agency.
Pollution insurance is not yet available to a majority of tank owners. To
allow time for states to develop funds, for insurers to develop and market
policies aimed at different classes of tank owners, and for tank owners to meet
insurers' criteria for coverage, the BPA is offering the following phased-in
compliance schedule by category of tank owner:

4"SUPERFUND: Insuring Underground Petroleum Tanks," United States
General Accounting Office Report to the Congress, January 1988, GAORCD -88-
39, p. 13

5 Environmental Protection Agency, "Underground Storage Tanks Containing

Petroleum-Financial Responsibility Requirements and State Program Approval
Objective; Final Rule," Federal Register. Wednesday, October 26, 1988.

6Two classes of owner/operators of petroleum USTs are exempt from
financial responsibility requirements. These are 1) federal or state entities,
and 2) those who are excluded from technical standards, e.a., farm or
residential tanks of 1,100 gallons or less.



Representative Davis
January 31, 1989

Page 5
Table 1

Category of
Tank Owner Compliance Time After October 26, 1988 Promulgation

3 Months 12 Months 18 Months 24 Months
Petroleum Marketers > 1,000 100 - 999 13-99 1-12
by Number of Tanks
Other Businesses > $20 million -- -- < $20 million
by Net Worth
Municipalities -- -- -- All

UST owner/operators must submit documentation of financial responsibility if
requested by the implementing agency (state agency or EPA). Additionally,
they must notify the agency of their methods to demonstrate financial
responsibility upon installation of new tanks and maintain records of their
financial assurance methods on-site or at their place of business. Self-
insurance criteria for municipalities will be issued at some unspecified future
date. The EPA administrator may suspend enforcement of financial respon-
sibility in certain states if owner/operators of USTs can demonstrate that 1)
methods of financial responsibility are not generally available for USTs in
their class or category, and 2) steps are being taken to establish either a
risk retention group (RRG) or a corrective action and compensation fund. A
suspension of enforcement may not exceed 180 days.

General Discussion of Insurance and Other Means of Compliance

Nationwide, approximately 52 percent of petroleum USTs (695,000 tanks) are
located at retail motor fuel facilities. Of these, 24 percent are owned by
major oil companies, 24 percent are jobber owned outlets, 8 percent convenience
stores and 44 percent open dealers and independent gas station outlets.7
Large corporate owners of USVs should have little difficulty in self-insuring
as reflected in the compliance schedule above. The BEPA is in the process of
developing a self-insurance test for municipalities. For most small
businesses, pollution insurance and state financial assurance programs are
expected to be the most feasible mechanisms to comply with the regulations.
As a precondition of coverage, some insurers require that USTs be in compliance

n

"Proposed Rules on Underground Storage Tanks Containing Petroleum:
Financial Responsibility Requirements,” Federal Register, Vol. 52, No. 74,
Friday, April 17, 1987.
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with federal and state techr.ical requirements (e.g., have leak detection and
monitoring systems). At least eight states have established or proposed state
loan or grant funds to assist UST owner/operators upgrade or replace old or
deficient USTs to meet new federal technical requirements. Attachment A
contains a summary description of these state UST loan and/or grant funds.

The National Association of Insurance Commissioners (NAIC) reports that as of
October 1, 1988, there were six active UST insurers nationwide. The avail-
ability of insurance coverage in each state is dependent upon a variety of
factors, e.g., geography, state environmental and insurance regulations, state
legal decisions, tank population characteristics, etc. It is very unlikely
that owner/operators of petroleum USTs over 20 years old will be able to obtain
insurance on the open market. Host estimates appear to place the annual
premium cost of UST insurance coverage for an average gas station in the $2,000
- $5,000 range, depending on the extent of coverage. The BEPA expects markets
for UST insurance to increase as states come into compliance with technical
requirements, leaking tanks are identified and cleaned up, and insurers become
more familiar with risks.

The BEPA rules provide for a number of alternative methods (other than
insurance) to assure financial responsibility. Alternatives are listed in
Table 2.
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Table 2

Methods Other Than Insurance to Demonstrate

Method

Financial test of
self-insurance

Risk-retention
groups

State cleanup funds
and other assurances

State-required
mechanism

Letter of credit

Guarantee

Indemnity contract

Surety bond

Financial Responsibility
Definition

A firm must demonstrate that it has a large reserve
of assets adequate to meet its obligations.

Groups or associations of individuals who have a
similar risk profile form a pool to provide liability
coverage for members, usually because insurance
coverage is otherwise unavailable.

State-financed programs are permitted under financial
responsibility rules if they are approved by EPA

UST owner/operators nay use a means that does not
resemble any federally required mechanism if BPA
determines it provides sufficient assurance of
financial responsibility.

A bank or other financial institution nmay issue a
line of credit (or other financial instrument) to
meet liability obligations of the customer.

One firm promises to pay scheduled debts or perform
specified obligations of another firm, should the
first party fail to perform.

A contract between two firms in which one firm
promises to pay actual losses or damages which might
be sustained by the other firm in the future.

A surety company makes an agreement with a tank owner
guaranteeing that if the owner fails to perform
corrective action or compensate injured third par-
ties, the surety will perform.
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The Range of State Assurance Program Options8

Under BPA financial assurance rules, states are allowed wide latitude in
designing assurance programs. The structure of a state's program may influence
the degree of compliance with financial responsibility requirements. It can
also impose varying financial burdens on UST owner/operators, create incentives
to prevent leaks and will affect taxpayers to differing degrees. The EPA has
identified five main components of state assurance programs. Each of these
components is briefly discussed below. Figure 1 shows how the various
components relate to each other. Attachment B contains a national survey of
state financial assurance programs for petroleum USTs.

1) Type of assurance. The two basic types of state assurance programs
are insurance and guarantee programs. As an insurer, a state program
pays for corrective costs and/or third-party compensation regardless
of an owner/operator's ability to pay. A state insurance program could
pay for all corrective action costs above a certain amount (e.g.,
$100,000). Alternatively, the state could act as a reinsurer for
private insurance companies and limit their liability to a certain
amount (e.g., $300,000). A guarantee program pays only if the
owner/operator is unwilling or unable to pay. As a guarantor, the
state could have the right to recover costs from the owner/operator.

2) Who participates in the program. The BPA has identified three broad
approaches to who could participate in a state assurance program.
First, the state may require all UST owner/operators to participate in
the program. This would relieve owner/operators of locating and
obtaining other financial assurance mechanisms for costs covered by the
program. Where a program does not cover all requisite costs under
federal rules (e.g., third-party compensation), owner/operators would
have to obtain additional coverage. A second option is voluntary
participation, where owner/operators have a choice of participating in
the state program or utilizing other mechanisms to comply with federal
rules. Athird approach is allowing only those UST owner/operators who
are otherwise unassured to join a state program. Thus, the state
program might cover owner/operators who have coverage for third-party
compensation but not for corrective action costs, or if an owner/opera-
tor could obtain only $500,000 of coverage, the state program might
cover the remaining liability up to $1 million.

QI\/Uch of this section is taken directly from "Financial Assurance
Programs: A Handbook for States,”" EPA Office of Underground Storage Tanks,
October 1988.



Potential Companents of State Funds

All Owners/ Owners/Operators that Owners/Operators
Operators Elect to Participate Otherwise Unassured
All Corrective Action Partial Coverage
and Third-Party of Corrective Action Only Otherwise
Compensation Costs and/or Third-Party Unassured Costs
Up to 1,000,000 Compensation Costs

Funds from
Fees Linked to Fees Based on Cost Petroleum Other State
UST Risk Non-Risk Recovery Taxes R S
ISKS Characteristics Evenue oources

Source: U.S. E.P.A. Office of Underground Storage Tanks,
"Financial Responsibility for Underground Storage
Tanks: A Handbook for State Financial Assurance
Programs” October 1988
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3) Costs covered by the program. There are several options for
determining which costs should be covered by a state assurance program.
In the most encompassing case, the state could cover all financial
responsibility costs required by federal regulations including
corrective action and third-party compensation costs. In the early
years of the UST program when other mechanisms may not be available,
this type of state assurance may be the only means that sone
owner/operators will have of complying with federal requirements. Sone
states (e.g., California) may offer an initial grace period during
which all corrective action costs are covered to encourage cleanup of
existing problems. The grace period and amount of coverage could be
dependent on state receipt of LUST-Trust funds.

Another option would be for the state program to provide partial
coverage for corrective action and/or third-party compensation costs
greater than a set amount (perhaps $100,000) and less than some ceiling
(e.g., $1 million). Figure 2 shows how this option could work with
available state and federal funds to pay for clean up of a major
discharge. A final option would be for a state program to cover only
those costs that are otherwise unassured. Under this approach, the UST
owner/operator would have to obtain coverage on his/her om and turn
to the state program as a last resort, e.g., an owner/operator might
be able to obtain $500,000 coverage for corrective action and third-
party liability costs and the state could provide the remaining amount
of financial responsibility coverage. Several combinations and
variations of these basic options for covering costs are possible.

4) The method of financing the program. Funding sources to pay for
state assurance programs can be separated into four categories. These
are:

risk-based fees;

nonrisk based UST fees;

petroleum taxes; and

state general funds.
These options can be used in combination or at different times to
finance a state assurance program. For example, a fund could be
financed 1) by a combination of general fund appropriations and fees

assessed on UST owner/operators or 2) initially by general revenues and
later replaced by risk-based fees.



FIGURE 2

Paying for Corrective Action

(assuming cleanup qualifies for State and Federal funds)

Leaking UST

€ UST Owner's
Deductible and
Private Insurance
Covers Costa
up to $100,000

€ State Fund May
Cover Costa from
$100,000 to 1,000,000

e Federal Government
May Cover Coata
over $1,000,000

Corrective Action Cleanup

UST Owner/Operator

BUI for Cleanup
BILL

51,300,000 total

UST Owner/Operator'e Share

$ 100.000

State Fund Share

$900.000

LUST Fund Share
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Under a risk-based fee approach, UST owner/operators could pay fees
based on the risk posej by their tanks--based on volume, age,
construction material, internal and external protection, piping
material of the tank as well as the substance it contains--much like
a regular insurance program. The state could charge participants an
initial capitalization fee to build up the fund's reserves, similar to
the charges necessary to set up a risk retention group. The advantage
to this approach is that owner/operators with higher risk USTs would

pay higher fees.

Under a nonrisk based approach, several financing sources could be
used. These include tank registration fees, license fees, inspection
fees and taxes on revenues of owner/operators of USTs. Alternatively,
a state assurance program a could be financed via taxes on petroleum
production, distribution and/or sales. Finally, general appropria-
tions, bond issues, property taxes or other state general funds not
tied to petroleum or a UST owner/operator's activities could be used
to finance an assurance program.

5) Duration of the program. It is likely that a state would want to
scale-down or phase-out its financial assurance program as private
insurance and other mechanisms become increasingly available. One
means would be to have the amount of state financial assurance coverage
decrease over a given period, (e.g., by increasing the deductible from
$100,000 to  $500,000 over five years) or haveit end completely at a
given date. Through a phase-out or sunset, astate can minimize its
involvement in the UST insurance market.

The major concerns to state government of offering a financial assurance
program to UST owner/operators is the program cost and ease of adminis yation.
In general, guarantee programs that cover costs the owner/operator caimot pay
are likely to be the least expensive to the state and easiest to administer.
Costs are also dependent on the type of financial method selected, with those
financed primarily by owner/operators via tank or petroleum fees being less
expensive to the state than general revenues or bonds.

Owner/operators of USTs areno less concerned with costs of the various
approaches to state financial assurance programs.Approximately 90,000 firms
nationwide operate retail motor fuel businesses from only one outlet. For
these firms, insurance and other financial assurance mechanisms are not widely
available at the present time. Generally speaking, the more UST owner/oper-
ators share in the costs of an assurance program, the greater the incentive

"Financial Responsibility for Underground Storage Tank Releases:
Financial Profile of Retail Motor Fuel Marketing Sector, Meredian Research,
Inc. and Versar, Inc., (EPA Contract No. 68-01-7053).
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they will have to control the risks posed by their tanks. Thus, guarantee
programs, cost-recovery requirements and programs that require payments from
tank owners (e.g., premiums paid to state-run insurance programs) are likely
to be incentives for proper tank management.

An additional consideration is the fairness of a state assurance program. A
program that is financed via fees levied only on UST owner/operators (e.g.,
tank fees) may be viewed as more equitable by the public than a petroleum tax,
although consumers pay for the program (through higher petroleum product
prices) under both options. Among different categories of UST owner/oper-
ators there may be disagreement over the fairness of various financing
mechanisms. A fee based on petroleum volume might be opposed as unfair by
large marketers because they may be able to self-insure rather than rely on a
state fund. Conversely, smaller marketers and dealers might favor such a fee
because the burden of financing the state fund would be spread across a larger

group.

Finally, the design of a state assurance fund may affect the current and future
availability of private UST insurance. If a mandatory state assurancp fund
acts as an insurer, UST owner/operators may be able to obtain coverage at
attractive rates and the state could become highly competitive with private
insure” .. This could raise public policy questions about the proper role of
govei iient. On the other hand, if an assurance program acts only as a
guarantor, competition with insurers may be low. Where states establish
limited coverage funds (e.g., to pay corrective costs above $100,000), private
insurers will have their liability limited and may offer complementary coverage
(i.e., for amounts up to $100,000). This increases the predictability of
expected losses, reduces capitalization costs, and provides an incentive for
private insurers to enter the market.

Note that with declining crude oil prices, the margins of petroleum
refiners and wholesalers have increased in recent years as they have not passed
on their lower input costs to consumers of motor fuels at the retail level.
Thus, a petroleum tax applied at the wholesale level might be at least
partially absorbed by primary distributors and not completely passed along to
consumers, depending on the competitive environment in the state.
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The Situation in Alaska

According to the DEC, there are 4,954 recorded USTs in Alaska, located at 1,836
facilities statewide. The average site has 2.6 tanks. Of the 72.3 million
gallon total UST volume in Alaska, the federal government owns 49 million
gallons and state government owns 1.2 million gallons of tank volume. Both
are exempt from BEPA financial responsibility requirements. Table 3 provides
a statistical summary of the characteristics of USTs in the state. The DEC is
presently in the initial stages of developing a comprehensive statewide UST
program. The Governor plans to introduce legislation which provides the DEC

with authority to regulate USTs.

As in other states, large petroleum UST owner/operators in Alaska should have
little difficulty meeting financial assurance crit2”ia. It is also likely that
municipalities in the state could organize to form some kind of risk retention
group, depending on the final formulation of HBEPA self-insurance rules.
Accorcing to Stan Osborne, UST Program Manager, the market for affordable
private UST insurance for small owner/operators in Alaska is dismal. To meet
the BEPA compliance schedule for small owner/operators”™ some form of state
assurance program will almost certainly be necessary. Additionally, the
legislature may decide that a loan or grant program is needed to assist small
UST owner/operators in upgrading and retrofitting their tanks to meet technical
requirements (and make the.J insurable).

DEC officials speculate that their records account for approximately
70 percent of UST owners in Alaska. Source: Stan Osborne, UST Program Manager,
January 1988.

12From the comments received by BPA on the financial responsibility
regulations, it is likely that the compliance schedule for small UST
owner/operators will have to be lengthened beyond October 24, 1990. However,
Alaska cannot count on this and the DEC must demonstrate that it is developing
a state assurance program (even if the agency can prove that private insurance
is unavailable) to get an extension on compliance from EPA



Type of Owner:

Number of Facilities:

Number of Tanks:

Number of Facilities on

TABLE 3
-WARNING- No rows satisfy the WHERE clause

Number of Amended or Subsequent Forms:

Tank Status:

UST DATABASE SUMMARY STATISTICS REPORT as of 16:19:40
Current: 1,822
Former: 5
State/Local Govt: 350
Fed Govt: 165
Private/Corp: 1,320
Uncertain: 8
1,836
4,954
Indian Reservations: 7
16
Currently 1In Use: 4,393
Temp Out of Use: 257
Perm Out of Use: 301
Brought Into Use After 5/8/86: 136

12.2 Years

Average Age:
Average Capacity:

Tank Age Distribution:

0 to less than 5
5 to less than 10
10 to Iless than 15
15 to less than 20
20 to less than 25

Missing Age

Material
Steel:
Concrete:

Fiber Glass-Plastic:
Unknown:
Other:

External Protection:
Cathodic Protection:
Painted:
Fiberglas-Plastic:
None:

Unknown:
Other:

Substance:
Empty:
Petroleum-Diesel:
Petroleum-Kerosene:
Petroleum-Gasoline:
Petroleum-Used Oil:
Other:
Hazardous:
Unknown:
Mixture of Products:

years:
years:
years:
years:
years:

of Construction:

96,998 Gallons

1,196
1,031
827
445
389

2

4,463
36
123
341
70

325
2,530
120
564
1,506
144

223
1,545
86
2,377
352
592
25

77

14

LT =T Sy S—
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Tanks with Unknown Age:
Tanks with Unknown

25 to
30 to
40 to
50 to
75 to

Internal Protection:
Cathodic Protection:
Interior Lining:
None:

Unknown:
Other:

Piping Material:
Bare Steel:
Galvanized Steel:
Fiberglas-Plastic:
Cathodic Protection:
Unknown:
Other:

Capacity:

less than 30 years:
less than 40 years:
less than 50 years:
less than 75 years:
less than 99 years:

13 JAN 1989

395
84

202
349
106

125
206
1,875
2,698
73

1,403
1,879
98
138
1,158
593
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Availability of insurance. From a private insurer's viewpoint, Alaska's
geographic location and small market makes servicing accounts difficult and
costly. At least one insurer lists the state's legal climate as a significant
deterrent (see Attachment C). Secondary insurers such as Lloyd's of London
have (understandably) shown little inclination to get involved in the pollution
insurance market in the U.S., which means that a primary insurer of USTs must
bear the entire policy risk with little actuarial information upon which to
measure the extent of their exposure. This makes private insurers very
cautious about entering the UST market, particularly in Alaska, where
climatological factors add to the uncertainty. For a UST owner/operator, the
cost of extensive engineering inspection and adjustment fees required by even
a willing insurer (in addition to policy premiums) can be prohibitive.

Mr. Osborne thinks that a program similar to the Minnesota Petroleum Tank
Release Cleanup Fund might be the best approach for a state assurance fund in
Alaska (see Attachment A for a summary description of the Minnesota program).
This fund provides for reimbursement of 75 percent of eligible corrective
action costs greater than $10,000 but less than $100,000. It does not cover
third-party damages or releases that occurred before a specified date. To
qualify for reimbursement, UST owner/operators must be in compliance with state
and federal technical requirements at the time of the release.

The Minnesota program is very well conceived. By providing state coverage
for the type and range of corrective action costs that most closely correspond
to average claims experienced by existing private insurers, it provides a
substantial hedge against risk and an incentive for insurance companies to
enter the market. It also provides incentives for UST owner/operators to
comply with technical requirements in a timely manner. The Alaska legislature
might direct the DEC and Division of Insurance to draft regulations for a
similar guarantee program (based on experience to date with UST clean up costs
in the state) and solicit responses from private insurers.

According to the GAO, the two major U.S. insurers of I/STs report that
claims incurred against them have averaged less than $30,000 foi one and
between $80,000 and $100,000 for the other; most were under $25,000. As of
August 1987, the largest claim incurred by one was $3.5 million and $500,000
by the other. Virtually all claims have been paid for clean up and only a few
claims have been for third-party damages. Source: "SUPERFUND', p. 24.
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Existing funds. Any state assurance program would complement existing clean
up funding. Presently, the DEC administers three special cleanup funds which
could be used for corrective action costs of UST spills not otherwise covered
under a financial assurance program. These are described below.

LUST-Trust fed' ~al funding may be used for UST problems only.
During FY 87 and 88, the DEC received $1,158 million and expended
approximately $830,000 to clean up 11 sites. The DEC expects to
receive another $/c>3,000 during (federal) FY 89.

The Oil and Hazardous Substance Response Relief Fund can be used
for cleaning up all hazardous wastes and has a current balance of
$1,593 million after expending approximately $330,000 in FY 88 to
clean up 11 large spills and 51 smaller spills.

The FY 89 Kenai Special Projects Fund was a $851,000 appropriation
to clean up hazardous waste contamination of all types in the Kenai
Peninsula area. The money was used for an inventory of potential
sites, investigation and clean-up of three major spills. DEC is
seeking $1,292 million to continue this project in FY 90.

Financing a state assurance fund. Who pays for a state assurance program
presents thorny political and public policy issues. An argument can be mede
that UST pollution is everyone's problem and therefore a state clean-up
assurance fund should be paid for via general appropriations or a petroleum
tax. Small UST owner/operators would clearly favor this approach because it
would not cost them anything and would not favor larger operators who could
self-insure. Since there is no individual income or state sales tax in Alaska,
the Dublic might favor general appropriations over use taxes that would affect
them personally. On the other hand, an argument can be made that UST leaks
are primarily caused by irresponsible tank operating practices and that the
burden of financing an assurance program should fall on owner/operators.
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The DEC may be able to charge a permit or registration fee on tanks that are
exempt from financial responsibility requirements. Since the federal
government owns 68 percent of the volume of USTs in Alaska, this could shift
some of the burden of financing an assurance program off of small operators and
onto the federal government. The DEC presently has no means to collect or
administer a fee program. Administration and collection of fees or taxes for
an assurance program could be performed by another state agency.

There appear to be three basic funding options to capitalize and/or operate a
state assurance fund. Excluding 347 state-owned tanks from the 4,650 USTs
statewide currently in use (or temporarily out of use), a per tank registration
fee of $100 would generate about $430,000. Another option is a volume-based
registration fee. The average statewide tan', capacity recorded by DEC is
96,998 gallons. Excluding state tank volume of 1.2 million gallons, a penny
per gallon fee would generate approximately $711,000. (Gas stations generally
have three tanks of 10,000 - 12,000 gallons each, which would cost $300-$360
to register under this fee schedule.) A UST motor fuels tax could be applied
on top of existing motor fuel taxes. According to the Department of Revenue,
the total taxable distribution of motor fuels in FY 88 was 47.5 million
gallons. Thus, a one cent per gallon increase in the motor fuel tax would have
generated approximately $475,000.

Under As 43.40.010, motor fuel taxes are charged on gasoline used in
aircraft -4 cents per gallon, other fuel used in aircraft -2.5 cents per
gallon, fuel used in or on watercraft -5 cents per gallon, and fuel used in an
internal combustion engine other than marine and aviation engines -8 cents per
gallon. Sixty percent of aviation fuel taxes collected each year are shared
with municipalities having airport facilities, with the remainder paid into the
aviation fuel tax account of the general fund. Other fuel taxes are deposited
into separate accounts of the state general fund.
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The appropriate level of funding for a state assurance program will depend on
the extent of coverage. We have offered a variety of program options in this
memorandum.  Among states with existing assurance programs, there have been
some notable failures (e.g., Florida) where state government has offered a
comprehensive insurance type program and been overwhelmed with corrective
action costs. It is likely that an initial capitalization of an assurance
program fund (perhaps several million dollars) could be used up fairly quickly
if the DEC were to adopt strict enforcement and inspection procedures. The
CEC may not even be aware of some of the highest risk USTs. There is a great
deal of uncertainty about the magnitude of the LUST problem in Alaska. An
extensive assurance program could potentially incur large public liabilities.

* * *

The issues involved for state governments in meeting BEPA financial assurance
requirements are extremely complex and deserve careful consideration. The
federal rules and their implications are new to DEC personnel and will take
time to understand. There are many unanswered questions at this time. The
Governor's Office is in the final stages of drafting a bill to allow the DEC
to regulate USTs. The figures provided in this memorandum should allow any

number of potential funding scenarios to be developed. | regret that | have
not bpen able to fully articulate the state's options in this memorandum
because of time constraints. I urge you and your staff to contact Karen

Paulick or Stan Osborne at DEC (465-2630) if you have questions.

Attachments
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IN THE HOUSE BY MENARD

HOUSE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to persons who perform work relating

to petroleum and chemical storage tanks; and provid—
ing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 08.18 is amended by adding anew section to read:

Sec. 08.18.035. ENDORSEMENT ON REGISTRATION. (a) The depart—
ment may 1issue a registration endorsement authorizing a registered
contractor to install, repair, and test petroleum and chemical storage
tanks if the applicant for endorsement meets the requirements that the
department establishes by regulation and pays the applicable fee.

(b) The department shall consult with the Department of Environ—
mental Conservation when establishing requirements under (a) of this
section. The requirements may 1include training, education, experi—
ence, satisfactory performance on written, oral, or practical examina-—
tions, and other appropriate factors. The requirements must be
designed to ensure that a person with an endorsement issued under this
section is qualified to install, repair, and test petroleum and
chemical storage tanks in a manner that complies with standards
established by the Environmental Protection Agency.

(c) An endorsement 1issued under this section expires at the same
time as the certificate of registration to which it attaches. An
endorsement may be renewed upon satisfactory completion of continuing
education requirements established by the department by regulation.

(d) A person may not install, repair, or test or offer to



install, repair, or test a petroleum or chemical storage tank without

an endorsement issued under this section. A person who violates this

subsection 1is guilty of a class A misdemeanor.
(e) In this section, "chemical,” "petroleum,"” and "storage t:
have the meanings given in AS 08.48.341.
Sec. 2. AS 08.18.041 1is amended to read:
Sec. 08.18.041. FEES. The department shall set [REGISTRATION
AND RENEWAL] fees under AS 08.01.065 for the following:
(1) registration und renewal for a general contractor;
(2) registration and renewal for a specialty contractor;
(3) registration and renewal for amechanical contractor”
(4) endorsement and renewal underAS 08.18.035.

sec. 3. Ab 08.48.011(b) is amended to read:

(b) The board consists of nine members appointed by the governor
having the qualifications as set out in AS 08.48.031. The board con-—
sists of two civil engineers, one land surveyor, one mining engineer,
two engineers from other branches of the profession of engineering,
two architects, and one public member. At least one engineer appoint—
ed to the board must be certifieo by the boaru to inspect petroleunm
and chemical storage tanks.

Sec. 4. AS 08.48 1is amended by adding a new section to read:

Sec. 08.48.215. PETROLEUM AND CHEMICAL STORAGE TANKS; CERTIFICA—
TION. (a) The board, in consultation with the Department of Environ—
mental Conservation, shall by regulation develop and implement proce—
dures and standards under which a professional engineer may receive an
additional certificate of registration identifying the engineer as
being qualified to inspect a petroleum or chemical storage tank. The

board shall also adopt regulations governing revocation and renewal of

a certificate issued under this section.
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(b) In the records and reports under this chapter in which the
board must 1identify professional engineers, the board shall also
identify whether the engineer is certified underthis section,

Sec. 5. AS 08.48.261 is amended to read:

Sec. 08.48.261. STATE EMPLOYEES. The head of each principal
department in which there are positions necessitating use of architec—
tural, engineering, or land surveying knowledge or skills shall speci—
fy, in the jJob descriptions, the positions for which registration
under this chapter 1is required. Except for certification related to
inspection of a petroleum or chemical storage tank under AS 08.48.215,
this [THIS] requirement for any position in a department may be waived
by the head of the department. When the requirement 1is waived, the
head of the department shall transmit to the division of personnel a
written statement to the effect that the person filling the position
is qualified to perform the duties of that position and a stacement of
the reasons for waiving the requirement, explaining why the employee
was hired or was retained as an employee even though not registered
under this chapter. The head of the department shall send a copy of
the statement to the board.

Sec. 6. AS 08.48.281 1is amended by adding a new subsection to read:

(b) A person may not 1inspect or offer to inspect a petroleum or
chemical storage tank unless the person 1is certified under AS 08.48.-
215.

Sec. 7. AS 08.48.291 is amended by adding a new”subsection to read:

(b) A person who violates AS 08.48.281(b) is guilty of a class A
misdemeanor.

Sec. 8, AS 08.48.341 1is amended by adding new paragraphs to read:
(14) "chemical™ means a substance defined in
9601(14) (sec. 101(14) of the Comprehensive Environmental Response,

-3-
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Compensation, and Liability Act of 1980) as amended, and a substance

having the characteristics 1identified or listed under 42 U.S.C. 6921

(sec.

3001 of the Solid Waste Disposal Act), regardless of whether the

substance is a solid waste;

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

of crops or raising animals, including fish, and associatedresidences

and

improvements; “"farm" includes fish hatcheries, rangelands, and

nurseries with growing operations;

oil

inch

(16) "petroleum™ means crude oil or any fraction of crude
that is liquid at 60 degrees Fahrenheit and 14.7 noundsper squal
absolute; "petroleum™ includes petroleum-based substances com—

prised of a complex blend of hydrocarbons derived from crude oil

through processes of separation, conversion, upgrading, and finishing,

such

oils,

as motor fuels, jet fuels, distillate fuel oils, residual fuel

lubricants, petroleum solvents, and used oils;

(17) "storage tank" means one or a combination of stationary

devices that are designed to contain an accumulation of petroleum or

chemicals; are constructed of non-earthen materials such as concrete,

steel, or plastic; and provide structural support; "storage tank’'l in—
cludes pipes or piping connected to the storage tank; "storage tank"
does not include a storage tank holding

(A) heating oil if the tank capacity 1is 1,100 gallons
or less or if it is located at a farm or at a dwelling no larger
than a duplex, and the heating oil 1is for consumptive uses on the
storage premises;

(B) motor fuel 1if the tank capacity is 1,100 gallons
or less or if it is located at a farm or at a dwelling no larger
than a duplex, and the motor fuel is not intended for resale;

©) hazardous waste that 1is being managed under 42

-4-
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U.S.C. 6901 - 69911 (Solid Waste Disposal Act);
* Sec. 9.Section 3 of this Act tikes effect July 1, 1990.
* Sec. 10. AS 08.18.035(a) and (b), enacted by sec. 1 of this Act, and
sec. 4 of thisAct take effect immediately under AS 01.10.070(c).-

* Sec. 11. Except as provided 1in secs. 9 and 10 of this Act, this Act

takes effect January 1, 1990.
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MEMORANDUM
To: = All House Members
From: Rep. Curt Menard
re: Leaking Underground Storage Tanks (LUST)

Date: February 23, 1989

Attached are two bills which I will be introducing over the
next few days. These bills address the problem of leaking
underground storage tanks. There have been 72 sites of
documented, human-caused ground wl -er contamination 1in Alaska
to date, 68% of which re due to petroleum products.

In response to a national ground water contamination problem,
the Environmental Protection Agency in November of 1988,
promulgated regulations that required underground storage tank
owners to upgrade their tanks, install leak detection and
monitoring and obtain 1 million dollars worth of pollution
liability insurance. For tank owners such as gas station
owners and other small businesses, these costs will be
prohibitive and may force many into bankruptcy if they also
must pay the costs of cleaning up contaminated soil and water.
Presently in Alaska it is virtually impossible to obtain
liability insurance for underground storage tanks.

The first piece of legislation requires the certification of
installers who perform work related to underground storage
tanks. It is very important that tank owners are assured that
when they spend thousands of dollars to install new tanks,
lines and leak detection, that the installers are qualified
and that the equipment works properly and prevents future
releases.

The second piece of legislation would give the Alaska
Department of Environmental Conservation the authority to
prevent and abate the problems caused by leaking underground
storage tanks. Presently they only have authority to regulate
tanks of 10,000 barrels or greater. Tanks of small and medium
sizes can pose as great a risk to drinking water as larger
tanks.

The bill would also assist small tank owners in complying with
the standards required by EPA through technical assistance,
state guaranteed loans and short term financial assistance for



clean up of contaminated sites. The financial assistance
will help in addressing the million dollar liability
requirement by EPA and will provide an incentive for tank
owners to report spills. Many other states have already
implemented similar programs or are in the process of passing
this type of legislation. Attached is a summary of legislation
in other states.

The bill sets up an account inthe Hazardous Substance Release
Response Fund to provide clean up funds and financial
assistance. It would be funded by a 2 cent per gallon
increase in the motor fuels tax as well as fees assessed on
individual tanks.

Unless we take some affirmative action, the state of Alaska
will continue to face million dollars of clean up costs in the
future due to contamination of ground water.

These bills are not in set in stone. We would appreciate any
comments and proposed changes which you may have. Please
contact Marilyn Heiman, 465-4944 in my office if you have any
comments, questions or would like to co-sponsor either piece
of legislation.
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Site
no.

Table 1. Summary of Alaska Inv

Site name

NOKTHERN REGION

? Figure number -

Air North Terminal

Campion AFS~”

Chevron Tank Farm

Elelson AFBC

Elelson ski lodge

Falroanks HUSe

Fairbanks bulk plants

Fairbanks landfill

Ft. Yukon School

District

Galena airfield

Hazels Highlights
Indian Mtn. AFST

Kotzebue

Kotzebue AFS*3

Air Force Station
C A|r Force Base
Total Or anic Han ens

! Munl

r
B Pu%|c Heéﬁh Service

U t||t|e ystem
and Lu%rlcants

Site

location

Fairbanks
Galena

Nome

Elelson

Elelson

Fairbanks

Fairbanks
Fairbanks
Ft. Yukon
Galena

North Role
Hughes
Kotzebue
Kotzebue

Location number on figure

ento
October 1986

Contaminated
public
water

supplles

o O o

Aqulfer

Sand and
gravel

Sand and
gravel

Sand and
gravel

Sand and
gravel

Sand and
gravel

Gravel
and sand

ry of Contaminated Aquifers (AJCA),
to Ju 1987.
Volume
of spi .
Type of or leak Contaminant
con¥am|naﬂon (gal) found
Fuel 60 Benzene, ethyl-
benzene, xylenes
Fuel
Fuel Fuel
ue Lead 0il
Fuet grease, TOH
Fuel Benzene
Fuel Benzene
Fuel Fuel
Leachate Sodium chloride,
[ron, manganese
Fuel Diesel oil
Fuel Benzene
Bacteriological Collform
Fuel 160,000  Fuel
Fuel 200,000 02 diesel
Fuel ¥ Fuel
Trans-Alaska Plpel|ne System
U |ver51Ly of %
AL peagw Inuth orporation/Naval Arctic Research
La oraIOEy
, U.S. Coast
De ﬁartment o Heanh aim Human Services
- Unknown or not applicable

Depth
to

water

table

()

10-20

16

16-21



Site name
Hanley Hot Springs

Mapco Petroleun
Company

HInto School

Petro Star Refinery

POLFf Tank Farm
Q Trucking
Sourdough Roadhouse

State Trooper housing

Stage Stop Texaco

Tanana PHS® Hospital
Tanana Well #2

TAPS*1 check valve 68A

Tok River campground
UAF1 Ceist Well
UAF* warehouse

UIC/NARL-* facility

USCG*" Loran Station

White Mtn. Washeleria

Site
location

Kinley

North Pole

MInto

North Pole

FL. Wainwright
Nome
Cakona

Tok

North Pole

Tanana
Tanana

Milepost A30,
TAPS

Tok
Fairbanks
Fairbanks

Point Barrow

Tok

Willie Mountain

Tabie 1. (con.)

Contaminated
public
water

supplies

Volume
of spill
Type of or leak

contamination (gal)
Fuel -
Fuel 100,000
Fuel 6,000
Fuel -
Fuel -
Fuel 30,000
Fuel -
Solvents/
detergents
Fuel
Fuel -
Bacteriological -
Fuel 3,780
Fuel -
Fuel -
Fuel -
Fuel 830,000
Fuel -
Fuel 2,500

Contaminant
found

Fuel

Petroleum
products

#1 diesel

Benzene

Fuel oil
Unleaded gas
Benzene

Paradichloro-
benzene, LES

(detergents”™)
Benzene, ethyl-
benzene, toluene,
xylene

Fuel

Coliform

Crude oil

Oil and grease
Benzene
Benzene

Fuel

Fuel

Fue 1l oil

Depth
to
water
table
A<iui ter (ft)

Bedrock A0

Sand and ~
gravel

- A-18
Cravel 3
and sand



Site

no. Site name

SOUTHCENTRAL REGION

1-24 Akiak

3-5 Alaska Husiity Battery
3-7 Alaska Railroad Yard
1-35 Amchltka Island

4-8 Anchor Point

4-1 Arness Dock

4-4 Buckingham Well

1-27 Butte landfill

1-29 Chltina Cafe

1-23 Chuathbaluk

3-2 Debora/Schroeder
3-10 DHHS112A

3-9 DINT1S133

3-3 Elmendorf AFBC

Table 1. (con,)

Contaminated

pub lic

Site water
location supplles
Akiak 1
Anchorage 0
Anchorage
Amchltka Island
Anchor Point
Nikiski Wharf,
Kenai Peninsula
Kenai
Matanuska-Susitna 0
Borough
Chltina 1

Chuathbaluk
Municipality
Anchorage

Anchorage

Anchorage

Anchorage

of 1

Type of
cunlamlnat ion

Fuel

Chemical

chemical

Fuel,

Radioactlvity

Fuel

Fuel

Fuel

Leachate

Fuel

Fuel

Bacteriological

Bacteriological

Bacteriological

Fuel

Volume
oi spill
or leak

100

3,000

50

148,000

Contaminant

found A(Jui 1er
Oil and grease
Suliates Sand and

gravbl

Benzene, xylenes, Sand and
arsenic, chromium gravel
Gross alpha, Rock
gross beta,
tritium
Aromatic hydro- Crave 1l
carbons, benzene and sand
Fuel
#2 fuel oil,
benzene
Iron, manganese

01 1 and grease,
other hydro—
carbons

Oil and grease

Coliform, nitrate, !

chloride, fluore- g

scein

Coliform Sand and
gravel

Coliform Sand and
gravel

Fuel

Depth
&
water
table

(ft)

8-11

24-52



Site name

Fishhook West
Subdivision

International Airport
landfill

Iron®s Subdivision

King Salmon AFS
Knlk Bar

Koliganek

Marshall

Mekoryuk

Merrill Field

0ld Kenai dump

Peters Creek

Poppy Lane

Port of Anchorage

Sadler™s Furniture
Store

Shemya AFBC

Table 1. (con.)

Contaminated

public
Site water

location supplles
Uasilla 1
Anchorage 0
Soldotna 0
King Salmon it
Uasilla 1
Koliganek 1
Marshall 1
Nunivck Island 1
Anchorage 0
Kenai 0

Municipality of
Anchorage

Soldotna

Anchorage

Sterling

Shemya

Volume

oi spill

Type of or leak
contamination (gal)

Bacteriological
leachate
Fuel spill

Fuel
Bacteriological

Fuel

Fue 1
Bacteriological,
sall-wacer
intrusion

Leachate

Leachate

Fuel

Drilling fluids 2,500

Fuel
Fuel

Fuel, saltwater
in rusion

Contaminant

lound A<iuiter
Col ilorm
Iron, manganese,
DOC
Benzene Sandy

gravel

Fuel
Col iform
Ethylbenzene,
xylenes
oil
O0il and grease, Sand
iron, manganese,
chromium
Benzene, loluene, Sand and
xylene gravel
Inill Ing mud, Sand and
glycol, gas- gravel
field condensate
Fuel oil, oil and Sand and
giease gravel
Benzene

Fuel, saltwalLer

Depth
to
water
table
(ft)

spring

710-10

BO-110

8-12

9-32



Sice niukK

1-26 Ship Ahoy Bar
1-32 Sparrevohn AFS”
6'2 Union Chemicals

1-30 Wlilctler Creosote

SOUTHEASTERN REGION

5-2 Bayvlew Apartments
5-5 Charlies Marine
5-6 Gamon Duplex

5-1 Indian Cove

1-36 Ocean Cape

5-3 Taco Bell

1-37 Ketchikan Union 76

Contaminated

public

Site water
local ion suppl ies
Uasi 1la
SU Alaska
Kenai
Whittier 0
Auke Bay 1
Juneau U
Juneau 1
Juneau 2
Phipps Peninsula 0
Juneau
Ketchikan

Table 1. (ton.)

Volume

oi spill

Type ol or leak
contaminalion (gal)

Bacteriological
Fuel

1Tocesslng waste

Creosote

Bacteriological,
saltwater intrusion

Fuel

Fuel 20
Saltwater
intrusion

Saltwater
Intrusion

Fuel 20

Fuel

Contaminant
found

Coliform

Diesel fuel
Aresenlc, ammonia,
nitrate, nitrite,

urea

Creosote

Coliform,
saltwater

Benzene, chloro-
benzene, ethyl —

benzene

Benzene, ethyl —
benzene

Sodium chloride,
dissolved solids

Chloride

Benzene, toluene

Fuel

Depth
to
water

. table
Aqui ter (ft)

Sand and 20-30
gravel

Bedrock 20-110
Cravel 26
and sand
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IN THE HOUSE BY MENARD
HOUSE BILL NO.
IN THE LEGISLATURE OF THE STATEOF AUSKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to persons who perform work relating

to petroleum and chemical storage tanks: and provid-—
ing for an effective date."
BE IT ENACTEDBY THE LEGISLATURE OF THE “TATE OF ALASKA:
* Section 1. AS 08.18 is amended by adding a new section to read:

Sec. 08.18.035. ENDORSEMENT ON REGISTRATION. (a) The depart—
ment may 1issue a registration endorsement authorizing a registered
contractor to install, repair, and test petroleum and chemical storage
tanks if the applicant for endorsement meets the requirements that
department establishes by regulation and pays the applicable fee.

(b) The department shall consult with the Department of Environ—
mental Conservation when establishing requirements under (a.) of this
section. The requirements may 1include training, education, experi—
ence, satisfactory performance on written, oral, or practical examina—
tions, and other appropriate factors. The requirements must be
designed to ensure that a person with an endorsement issued under this
section is qualified to install, repair, and test petroleum and
chemical storage tanks in a manner that complies with standards
established by the Environmental Protection Agency.

(c) An endorsement issued under this section expires at the same
time as thecertificate of registration to which it attaches. An
endorsement may be renewed upon satisfactory completion of continuing
education requirements established by the department by regulation.

(d) A person may not install, repair, or test or offer to

-1-
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install, repair, or test a petroleum or chemical storage tank without

an endorsement issued under this section. A person who violates this
subsection is guilty of a class A misdemeanor,

(e) In this section, "chemical,"” "petroleum,"™ and "storage t:

have the meanings given in AS 08.48.341.
Sec. 2. AS 08.18.041 1is amended to read:
Sec. 08.18.041. FEES. The department shall set [REGISTRATION
AND RENEWAL] fees under AS 08.01.065 for the following:
(1) registration and renewal for a general contractor;
(2) registration and renewal for a specialty contractor;

(3) registration and renewal for a mechanical contractor”
(4) endorsement and renewal under AS 08.18.035.

Sec. 3. AS 08.48.011(b) 1is amended to read:

(b) The board consists of nine members appointed by the governor

having the qualifications as set out in AS 08.48.031. The board con—

sists of two civil engineers, one land surveyor, one mining engineer,

two engineers from other branches of the profession of engineering,

two architects, and one public member. At least one engineer appoint—

ed to the board must be certified by the board to inspect petroleunm
and chemical storage tanks.
Sec. 4. AS 08.48 is amended by adding a new section to read:

Sec. 08.48.215. PETROLEUM AND CHEMICAL STORAGE TANKS; CERTIFICA—
TION. (a) The board, 1in consultation with the Department of Environ-—
mental Conservation, shall by regulation develop and implement proce—
dures and standards under which a professional engineer may receive an
additional certificate of registration identifying the engineer as
being qualified to inspect a petroleum or chemical storage tank. The
of

board shall also adopt regulations governing revocation and renewal

a certificate is ed under this section.

2
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(b) In the records and reports under this chapter in which the
board must 1identify professional engineers, the board shall also
identify whether the engineer 1is certified under this section.

* Sec. 5. AS 08.48.261 is amended to read:

Sec. 08.48.261. STATE EMPLOYEES. The head of each principal
department in which there are positions necessitating use of architec—
tural, engineering, or land surveying knowledge or skills shall speci-
fe, in the job descriptions, the positions for which registration
under this chapter 1is required. Except for certification related to
inspection of a petroleum or chemical storage tank under AS 08.48.215,
this [THIS] requirement for any position in a department may be waived
by the head of the department. When the requirement 1is waived, the
head of the department shall transmit to the division of personnel a
written statement to the effect that the person filling the position
is qualified to perform the duties of that position and a statement of
the reasons for waiving the requirement, explaining why the employee
was hired or was retained as an employee even though not registered
under this chapter. The head of the department shall send a copy of
the statement to the board.

* Sec. 6. AS 08.48.281 is amended by adding a new subsection to read:

(b) A person may not inspect or offer to inspect a petroleum
chemical storage tank unless the person is certified under AS 08.48.-
215.

* Sec. 7. AS 08.48.291 is amended by adding a new subsection to read:
(b) A person who violates AS 08.48.281(b) is guilty of a cla
misdemeanor.
* Sec. 8. AS 08.48.341 is amended by adding new paragraphs to read:
(14 "chemical”™ means a substance defined 1in 42
9601(14) (sec. 101(14) of the Comprehensive Environmental Response,

-3-
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Compensation, and Liability Act of 1980) as amended, and a substance
having the characteristics identified or listed under 42 U.S.C. 6921
(sec. 3001 of the Solid Waste Disposal Act), regardlesr of whether the
substance is a solid waste;

(15) "farm”™ means a tract of land devoted to the production
of crops or raising animals, including fish, and associated residences
and 1improvements; "farm"™ includes fish hatcheries, rangelands, and
nurseries with growing operations;

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

(17) "storage tank"™ means one or a combination of stationary
devices that are designed to contain an accumulation of petroleum or
chemicals; are constructed of non-earthen materials such as concrete,
steel, or plastic; and provide structural support; "storage tank™ in—
cludes pipes or piping connected to the storage tank; "storage tank"
does not include a storage tank holding

(A) heating oil if the tank capacity is 1,100 gallons
or less or if it is located at a farm or at a dwelling no larger
than a duplex, and the heating oil is for consumptive uses on che
storage premises;

(B) motor fuel 1if the tank capacity is 1,100 gallons
or less or if it is located at a farm or at a dwelling no larger
than a duplex, and the motor fuel is not intended for resale;

© hazardous waste that 1is being managed under 42
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U.S.C. 6901 - 69911 (Solid Waste Disposal Act);
* Sec. 9. Section 3 of this Act takes effect July 1, 1990.

WORK DRAFT

* Sec. 10. AS 08.18.035(a) and (b) , enacted by sec. 1 of this

sec. 4 of this Act take effect

immediately under AS 01.10.070(c)-

* Sec. 11. Except as provided 1in secs.

takes effect January 1,

1990.

9 and 10 of this Act,

Act, and

this Act
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6-0693E.
Lauterbach
2/23/89
irtrvse f01-f-h <M [h&i$fadCi i /zufc
IN THE HOUSE N
HOUSE BILL NO.
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 containment and cleanup of oil
and hazardous substances; and providing for an effec—
tive 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 regulate petroleum and chemical
storage tanks and to establish mechanisms that will assist the owners of
small 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 immediately 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 technical
assistance, loan guarantees, and other program features, but only if these
owners have complied with previous state and federal laws and only if they
promptly comply with the new requirements of this Act.

* Sec. 2. AS 43.A0 1is amended by adding a new section to read:

Sec. A3.A0.015. ADDITIONAL TAX LEVY ON MOTOR FUEL. (@) In
addition to the tax levied by AS A3.A0.010, there is levied an excise
tax of two cents a gallon on all motor fuel subject to tax under
AS A3.A0.010.

(b) The tax imposed by (a) of this section shall be collected

and remitted in the same manner as the tax levied and collected under

-1-
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AS 43.40.010 except that the proceeds of the tax may not
(1) be returned to municipalities under AS 43.40.010(e);
(2) be deposited in any special account authorized under

AS 43.40.010, but shall be remitted to the commissioner of revenue for

deposit into the general fund.

© The commissioner of administration shall separately accoun

for the proceeds of the tax collected under this section and deposited
into the general fund. The legislature may use the annual estimated
balance 1in the account to make appropriations to the Department of
Environmental Conservation for the underground petroleum storage tank
account established under AS 46.08.015.

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

(@ A person who resells fuel on which the tax under AS 43.40.-
010(a) or (b) or 43.40.015 was previously paid 1is entitled to a credit
or refund of the tax 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 previously paid exceeds the tax due on the resale.
of the credit or refund under this section is equal to the amount of
tax previously paid on the resold fuel less the amount of tax pre—
scribed by AS 43.40.010(a) or (b) or 43.40.015.

Sec. 4. AS 46.03 is amended by adding new sections to read:
ARTICLE 6A. PETROLEUM AND CHEMICAL STORAGE TANKS.

Sec. 46.03.350. APPLICABILITY. AS 46.03.350 - 46.03.450 apply
to aboveground and underground petroleum or chemical storage tanks,
and, along with implementing regulations adopted by the department,
may be enforced against a person who owns, possesses, or controls a
tank described in this section.

Sec. 46.03.360. REGULATION OF STORAGE TANKS. (a) The depart—

ment shall develop and 1implement a program to prevent and abate

The &
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pollution from aboveground and wunderground petroleum and chemical

storage tanks through the adoption of regulations. Consis.ent with
other provisions in AS 46.03.350 - 46.03.450, the vregulations may
govern

(D notification;

) 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, 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 storage tanks 1in the regulations adopted under
(a) of this section. The department may also distinguish between
persons who own or operate only a few storage tanks and persons who
own or operate many storage tanks.

(c) The state may delegate authority to a municipality to imple-
ment a program with regulatory requirements at least as strict as
those in AS 46.03.350 - 46.03.450 and the regulations adopted under
those statutes «

Sec. 46.03.370. INSPECTIONS. An aboveground or underground
petroleum or chemical storage tank regulated under AS 46.03.350 -
46.03.450 is subject to inspection by the department to ensure

-3-
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compliance with AS 46.03.350 - 46.03.450 and the regulations adopted
under those sections.

Sec. 46.03.380. TECHNICAL ASSISTANCE. The department shall
contract for services to be provided to persons who own at least one
but fewer than 11 small underground petroleum storage tanks to assist
them in understanding how to comply with federal and state laws and
regulations applicable to their tanks. A representative of the de—
partment designated to give advisory or consultative services under
this section may not have enforcement authority.

Sec. 46.03.390. LOAN GUARANTEES. The department may guarantee
up to 90 percent of a loan made to a person who owns at least one but
fewer than 11 small underground petroleum storage tanks for the costs
of labor and materials for

(1) site inspection and evaluation of the status of a small
underground petroleum storage tank;

(@) cleanup costs, including restoration of the environ—
ment, associated with a release from a small underground storage tank;

©)) retrofitting, vrepairing, or replacing a small under—
ground petroleum storage tank to meet federal or state requirements;
and

(@ installing leak detection and monitoring devices for a
small underground petroleum storage tank.

Sec. 46.03.400. NOTIFICATION AND REGISTRATION REQUIREMENTS. A
person who intends to install a storage tank shall notify the depart—
ment at least 30 days before installing the tank. After installing a
storage tank, the owner shall register the tank with the department on
a form provided by the department. The owner shall annually renew the
registration. The owner shall specify on the registration form, to

the extent known by the owner, the location, size, type of

-4- r
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construction, and age of the tank and the type of petroleum or chemi—
cal stored in the tank. If the tank 1is not in operation, the owner
shall also specify on the registration form, to the extent known by
the owner, the date the tank was taken out of operation and the quan—
tity of petroleum or chemical left in the tank when it was taken out
of operation. For a storage tank installed after July 1, 1989, the
registration required under this subsection shall be within 120 days
after the installation.

Sec. 46.03.410. REGISTRATION FEE. At the time of registration
and renewal cf registration under AS 46.03.400, the owner shall pay to
the department a registration fee of $,.01 per gallon based on the
capacity of the tank being registered. The department shall deposit
fees collected under this subsection in the general fund. The commis—
sioner of administration shall separately account for fees deposited
under this subsection. The legislature may appropriate the annual
estimated balance of the account to the underground petroleum storage
tank account established under AS 46.08.015.

Sec. 46.03.420. EXEMPTIONS. (@ AS 46.03.350 - 46.03.450 do
not apply to a storage tan!; with a capacity of 1,100 gallons or less
at a farm, or at a residence that is a single-family dwelling or
duplex, 1if the storage tank is used for storing motor fuel that is not
intended for resale.

(b) AS 46.03.350 - 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 Iis
stored.

(c) AS 46.03.350 - 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 is held for consumptive use on
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the premises where it is stored.

(d) AS 46.03.350 - 46.03.450 do not apply to the storage of
hazardous waste tJit is 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.C3.350 - 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 cr 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) "farm" means a tract of land devoted to the production
of crops or raising animals, including fish, and associated residences
and improvements; "farm™ includes fish hatcheries, rangelands, and
nurseries with growing operations;

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

-(Aj{ “small )underground petroleum storage tank™ means a
storage tank designed to contain an accumulation of petroleum, the
capacity of which 1is 12,000 gallons or less and the volume of which,
including the volume of underground pipes connected to it, 1is 10

percent or more beneath the surface of the ground;

0. 1
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1 (5) “storage tank"™ means one or a combination of stationary
2 devices that are designed to contain an accumulation of petroleum or
3 chemicals: are constructed of nonearthen materials such as concrete,

4 steel, or plastic; and provide structural support; "storage tank" in-

5 eludes pipes or piping connected to the storage tank.

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

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

8 used for actual expenses incurred under AS 46.08.040. Except as
9 provided in AS 46.08.015, the [THE] fund may not be used for capital
10 improvements.

n * Sec. 6. AS 46.08 is amended by adding a new section to read:

2 Sec. 46.08.015. UNDERGROUND PETROLEUM STORAGE TANK ACCOUNT. (@)
13 There 1is established in the fund an underground petroleum storage tank
141 account. The account consists of money appropriated to it.

151 (b) The commissioner may use money from the underground petro—
16 leum storage tank account for

i (1) the costs of containment andcleanup of a vrelease or
18 threatened release of petroleum from asmall underground petroleum

19 storage tank;

20 (2) the costs of containment and cleanup of a release or
2 threatened release of ahazardous substance that poses a direct and
2 substantial threat to public health;

3 (3) loan guarantees under AS 46.03.390; and

24 (4) the department®s costs for administering AS 46.03.380 -
25 46.03.410.

26 (c) The commissioner may not use more than $1,000,000 per con-
27 tainment and cleanup action under (b)(1) or (b)(2) of thissection if
28 the release or threatenedrelease is froma small undergroundpetro-

7 leum storage tank.
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* Sec. 7. AS 46.08.900 is amended by adding a new paragraph to read:

(1) "small wunderground petroleum storage tank"
meaning given in AS 46.03.450.

* Sec. 8. 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, 1is due on September 1, 1989, for a tank installed before July 1, 1989.

* Sec. 9. () To the extent that the response costs for a release or
threatened release from a small underground petroleum storage tank 1in—
stalled before July 1, 1989, exceed $5,000, the Department of Environmental
Conservation may expend up to $1,000,000 from the account established under
AS 46.08.CI5 by sec. 6 of this Act if the owner of the tank

(1) owns at least one but fewer than 11 small underground petro—

leum storage tanks;

(2) has complied with state and federal laws applicable to the

tank and releases from the tank;

(3) meets the time requirement for registration under sec. 3 of
this Act; and

(4) reports by October 1, 198J, a release or threatenedrelease
from a tank registered under sec. 8 of this Act.

(b To the extent that the response costs for a release or threaten
release from a small underground petroleum storage tank installed before
July 1, 1989, exceed $10,000, the Department of Environmental Conservation
may expend up to $1,000,000 from the account established under AS 46.08.015
by sec. 6 of this Act if the owner of the tank

(1) owns at least one but fewer than 11 small underground petro—

leum storage tanks;

(2) has complied with state and federal laws applicable to the

tank and releases from the tank;

(3) meets the time requirement for registration under sec. 8 of
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this Act: and
(4) reports by October 1, 1990, a release orthreatened release
from a tank registered under sec. 8 of thisAct.

(c) The first ,000 of response costs under (a) of this section and
the first $10,000 of response costs under (b) of this section shall be paid
by the owner of the tank.

(d) Notwithstanding AS 46.03.760, AS 46.08.070, or other law, the
state may not seek to recover from the owner response costs incurred under
(@ or (b) of this section or other law unless the state shows that the

(1) release or threatened release was a result of the owner 3%
grossly negligent, reckless, or intentional conduct: or
(2 oc r is financially able to bear some orall of the re—

sponse costs.

(e) The Department of Environmental Conservation may adopt regula—
tions govern-" »
(1) procedures that must be followed by an owner to demonstrate
that the owner has met the conditions of (a) or (b) of this section:
(2) how the department will determine whether an owner is finan—
cially able to bear response costs under (d)(2) of this section: and
(3 criteria that will be used by the department for determining
priorities for responding to releases or threatened releases reported under

this section.

) In this section, "small under~"ound petroleum storage tank™ has

the meaning given in AS 46.03.450, as e. 10 by sec. 4 of this Act.

* Sec. 10. This Act takes effect July .,1989.
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up ta 81 clU In par
ocnrraci.

Tea
to defined Unit an
tba level of covetags;
air nootb Unitarian
an filing a elate
after an

Tea
Covan third party
posts between 83,000
ad Il adJLIIm.
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EXHIBIT 7-2 (continued)

STATE FUND OR OTHER STATE ASSURANCE PROGRAMS
COVERING PETROLEUM RELEASES

(h of Saptwbvr MU)

Ell*1b 111ty/Dv.criptlon

Anwlirluj food {fox tha Investigation nkl
M Nianot of eontolztatLoa tltn, reaboca-
tlon mA rayUcn ot of potahle water
eappULaa. ad nUbtllU tlcD Of cootm!»«-
tlon aitaa. Tba oaoar 0C sperator la U aftla
Car tha coata f,.' bo or aba la not In
"anbetatlal nijdianct* a tha data of
discharge. M m tba kalaneo of tha Bnl
raacheo H UlUca, tba M laj taa will
abata «U 1 tha twbnet folia keJew

M adlllaa. at sdilch point U*o faa la
ralapoaed. Katabllabaa m tai-jcn graca
period fron tbha data of auttm t (M r 1.
M M), during which all CAcoata aza cavaccd
—Jar npeaUled conditions.

ftatllai fa Ilal rtldarianut to annara ami
operators of BTa (IncLading boaaa beating
Aaal tanka) d tj a capacity aqaal ta or
greater than 1,100 gallons nnd ntaa ara la

with tha ragafatnxy ragalraanta.

mat In provide! far CA and third-
party liability coata acuocding ta tha
nakac of faclllllaa owead by tba m m or
cparatac. At *3 adJUicw, tha faa abatas
cmtll tba food dropw baLow *2.5 niU lca.
Tranafar and lraoapart fan and cleanup find
nlU lapwc oa Jaouaary 1, 1M4.

Mbney arvallabia to tha FISXF to pay for
clllnay nod Indanalfy its cmtractora In
tba arnt they cannot obtain Insurance,
InTaanitlcatLon by tbs FIEFarplra 1/1/08;
also elloom preventive aaanraa by tha BET;
Poolapalng, nrvelving bad.

W b wWN

> WN -

~w

Imoui Smstt

brrirooantal protactlan faa oa all
foal distributor aalaa ad dallnrin
lateraat Incona m tba fbod

Federal grants
Tank regulatory faa

Coat recovery froa aawaca not In
asdaatantlel oowptLaece on tha data tha

ralansa la rayrtnd

. Par gallon faa onoil ad nil product
transfer a transport within or Into tha

atata
Par banal llaanaa faa

SplU Caapvnsatloa ad Control Ttx

Pmaltlina
Coat recovery

. Automatic liana agalr*t tha property of

tba discharger

Interest received on ths ftnf
Federal {arinnot securitise and

Interest
Stata opproprtaticai

&U.U& M U . w

Qm (ila for

CsttK dn Action

faa
Salobnsaaaaant
application—no
*1.000.000 IIn It
faring tha graca
paurlod. Aftar tha
taao-yacr graca parted,
tba Stata m il
aatabLlab alrlan
financial raapaaalkll-
ity raqulroaanta for
CAnot exceeding
*100.000 par

Ta
O aaw and oparatoca
af oea facility ara
raapoaalbLa for Ibe
InltUu 1 *3.000 of CA '
eeata; two to nlnataan
faciUUM , tbo
Initial *20,000;.-
bsstf or raor*. tha
Initial *30.000;
coverage provided ap
to 01 ndU laa.

Pot far tba peaaat oc
operator; only BEF
Initiated action* and
tvU knasant tor
thlrd-yarty cLeaope
(inrlading noniclpal-
Ity clataup abaca tba
DfF baa appcotal tha
plane).

TUnf-futf LU U litr

Taa
*1.000.000 par
occarraaco LlInlt.
Aftoc tha taayaar
graca period, tha
Stata will aatohlish
aatnl— financial
responsibility
ragalm arati far
tblrd-pcrty UaM U tf
not exceeding *390,000
par etcnrracce. (Tha
Stata m il
clLabaa ap to
*700,000).

Ta

of ao facility ara
raopoonlbln fa tba
Initial *3.000 af CA
coats; ban to ulnatai
faclU tlaa tba Initial
*20,000; taaoty or
more tha initial
830,000; oavagegn «p>
to *Im Illa.

Taa
Do liaaltatloo ma tha
lavnl of cortngv;
also Itirlewnlflcai-ion
far crsrLractors by tb
BET Waa provided
throw|b 1/1/80.



EXHIBIT 7-2 (continued)

STATE FUND OR OTHER STATE ASSURANCE PROGRAMS
COVERING PETROLEUM RELEASES
(aa of September 1988)

State/Fund Title Eligibility/Description

Provides reimbursement of 301 of owneur/

Impelr-mt Clsraup oparator CA coata crvar 8130,000 op to
8730,000, sod reimbursement for 100Z of tha
coata froa 8730.000 to 81 edllioo. The
halanca of the fund la aat to raili froa
83 million to 82 allJiai. Fund ctrrer* all
|Stata-raglatarad USTe.

H«ilco

fund

Koolapalng, revolving fond; clalma against
tba fund how to ba fllad within threw yaara
of tba data of discovery of damage and
within tan yaara of tha data of tha incident
ehich cawed tha danagw. lhara la no liait
co tbha amount of hwerdjs.

He* Totk
Cn»lronraental Protection and

Spill CoagMasatlco Fund

Provide# a source of Trada for
Btata-initiated CA; alao Batching funda for
Fadarrjl CA undar tha Solid Haata Disposal
Aat Auoochsrats of 1980.

Oregon
LeekIn* ttodergrocand Storm* Irak
Cltroup Fund

Frovidee the eutborlty to establish a
few-iiupportad fund covering tha financial
assurance requirements for owners rad

Undergrorad Storm* Irak
[ruuraoc* Fund

Couth Carotin*
State Ubdergrouod Fetrolovn
Envlroneentel Response Bank
Accoimt (SUPERB)

South Dakota .
Petroleum Ralata* Compensation
Fund

=

SW A WN R

Revenue Source

. GaaoLIn* end apaclal fuala aurcharga tax
. Coat recovery

Llconae faaa

Surcharge on lie anaa faaa
Penalties

Coat recovery

Interest rscalvad oa the fund
Ralmbura  ta

Cost raeorary
Penalties, fluaa, end da [|*¥a racorarad

Annual Financial Responsibility (PR) fee
(to ba determined) levied on owners rad

operators

operators.
Pun will relnbuxae owner/operator for 1. Registration fas on regulated tanka
clmaoup expenditure* due to early datactlon 2. Interest incocoa on tha fund

of ralaaaaa from 12/71/87 to 12/31/89.

After this grace period, tha fund will

reimburse from 8100,000 to 81 million ea

long aa funds era available.

A 85 trillion revolving fiaid created to covar 1. Tank Inspoctlon faa

tha costa of acknlnlataring the petroleun 2. Cost recovery

rcleaae program, to reimburse tank 3. Interest Income on tha fund
owner/operators for corrective action, and 4. Gifts, grants

promote research and development efforts 3. One-tlae intaragancy allocation

concerning cleanup*.

Coverage For

Corrective Action Third-Party Liability

Taa No
Cover* 30Z of CA coata
froa 8130.000 to
8730,000, and 1001 of
CA coata froa 8730,000
to 81 *11llon.

Taa
No limit on the
of awards.

Tas

Cover* State-Initiated
CA; the discharger and
tha fund ere liable
for all cleanup and
reasoval co«t« and ell
direct end Indirect
damages.

Taa No
Finds for Btate-
apanaorwd CA only.

Taa
Sat according to tba
PR requirecarato.

Tea
Sot according to tba
FR requirements.

Tas No
As leng ea funds are
available

Tot No

Covers costs of CA
frooi 810,000 to
890,000

|J't

== > ===
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EXHIBIT 7-2 (continued)

STATE FUND OR OTHER STATE ASSURANCE PROGRAMS

COVERING PETROLEUM RELEASES
(«» of £*pt«fasr USB)

EU(IbIUtr/Dtiortp& !n

OtmlapsJag. rm Irloi fasd «rltk a sUninss
balaoca »f (2 tslllloo and « nudjaua balaoca
of 93 adUioo. Aftac tha first y*ar tha Act
la la aCfact. tha CA ci/rsxaga sill ba aat at
a larjl batcmaa 930,000 and 3100,000 by tha
Stata. Llkavlsa, tha third-party JUtALUty
eoasrtga will ba aat kststae $130,000 sod
9300,000 aftac tha first yaar.

Thba fiaad pmrUas w alitocs to snlmaorad
onau tmS cparatacs In masting tha Stata
fta—rial waposslbllity ngslrauots, It
also provldsa moouxos of tamta tax Stata-
Inltlatad CA In aatctancln ad athar
altuatlasn ahara thara la doomc or
oparatoc load, k b» u aba caaot oc will
not taka CA. Za thaaa easaa, tha fnad
aliens foe coat ncotscy abac* appropriate.
Tha An) aqr ba m d to cosag war caat la
sattlng ap a risk ratcotLae group that la la
axcaaa of nreeaooabla" ceatzlhatinaa bp tha
participants.

Aathorlass tha Saerstary af tha TT Agaocy af
Eovimaotal CtaismUoa (AK) to taka CA
Aa com ahara "the discharging party la
mIDOa, cannot ba contacted, ia ooalllli”®
to taka action ar does aat taka tissly
action."

Aathcclsaa aotn and opacatara of USTa to
aat op laauranoa pools with tha Banking and
Isaoraaca Com lsilmar's approrsl.

Jwnu< Source

1. Teeu

2. CI*11 panaltlaa land daaagea
3. Xntaraat lacoaa fron tha Cmd
1. Stata approprLatlasiii

Licanslag faaa

Xntaraat Iscon frcao tha Csd
Isldnm ant ud coat ntomy
. Guneral fond appropriations

>omn e

1. Permit filing faaa

2, Hazardous nasta gsnarator tar
9. Chat racorary

4. Federal matching M i

1. Ccntrtbatloca from pool makers

Comc*p Tor

Corractlaa Actio Third-Tarty Liability

Taa Taa
100X af CA coata osar Conn r!l claim la
373,000 op bo 31 aicaas of 9130,009 »
nillloa par to 91 aULLiom par
CcnuiCMs. 1

Taa Taa
Cbain CA coata Cores third-party
batmen 3100,999 and
31 sdW sn. batman 9399.009

91

Taa

Fmdw for 9tate~
spuotonsd CA only;
Issal of eosacaga not
daflood except far
"IndlIsidual sca-
margancy aitaatlnoa’
sbasa tha Unit la
939,000/altuatlon.

DsUialssd cn

by-saaa haala. by csss baala.



State/Ttand Titla
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EXHIBIT 7-2 (concluded)

STATE FUND OR OTHER STATE ASSURANCE PROGRAMS

COVERING PETROLEUM RELEASES

of Siptnbar 1988)

(u
Ulglbllity/Oascrlptic

Tha St.nta wlU adopt financial rsaporalbll-
ity ti'jilxwuaU for oaatr and operators of
not lew than SISO.iW far CA and 8300,0«0
for third-porty Uability. Us fimd ako Is
daeljpxod ts assist Lb tba attain!stration of
the State rapUtsiy praira far BSTb and
yrcnrldaa m toarca af finb Cor Stato-
Islllatal CAad a#rtilig finds In
acansdsaca with the Matar Ksanugxaa
Davalopmot Act af 198t (F.L. 59112). Tbs
fund contains ft] million far Ittt.

T>e bad provide* Bar yitagt Stats raipottsv
to 1ST rvlaoaaa or threat* of ralsasaa,
adatnistratias costa, sad rabkua— t of
rwopm siblo pszaaos according to certain
ngdiaaoti. Tbs fimd do** mat allow for
ttW wB Kwst* that axeaod tbs aamnt af
mway In tha toed. Ellslitla r—pupalblLa
partiaa any bo raisfeeised for all CA coats
ia excess of 850,008 and third-party
liability costs la nrats of 3188,008.

O D WN

AWN R

X nm t Sovrca

Exponasn, coata, Judgments racorarsd

Fsdaral nldntn
Interaat Incaaa Iron fund

Stata appropriation

. Coat racorrary

. Faosltlas sod Jqrtjp—1»
. ftsiadxgsasants

. Raglatratlas foes

. Coat rseoaoiy

Cmr<|« Foe

Qarractlve A rtin

3100.008 to 31 million
par facility.

Froaldas ra

of CA eoate la

of 338,000 far
ellgtbla rospoosiblo

Third-Perty LUMLIty

Toa

3308.000 to ftl Btllica
par occurrsnce.

Taa
Trovidaa rsl
of third party
liability seats la
aocaoa of 3189.800 fbc
eligible pwywathla

%



State/Food T ltlo

alifornla

California Petroleum
Ibdargromd Storage Tank
FinancinB]Authority

ova
Petroleum Ubdargromd
Storaga Tank financing
Account (nOKB&U

kina
Ondargrorod Storaga
FaclLIty RepUctaeot Trod

p* Jerse
Stata L}/nderground b'orage
Tank laprovaawnt Tuna

m Tork

Stata Uidergromd
Fatrolaua Storaga facility
lwproranw t Fund
(FROPOSEDJ

Eligibility

Small bualnaaaaa au U t to obtain
loans Cron privet* lending aourcaa.
The mount of a loan my not atxneed
970,000. Loni my ba eaad to opgrada
or replaoe 037a.

Frovide loans to financially qualified
snail beuloesses to repair, upgrade,
or raplace 037 to neat applicable
Stata or Federal standards. Tha
etrliaa ewiit of a loan my not
axcaad $30,000.

Hooey la ths fax) my ba used Cor
direct loans for all or part of
rodergrcrod o051 atoraga facility
repiacenact projects ncoording to
criteria aat by tha State. Alao
provides fuoda, at tba dlaoretlon of
the State, for inioring nortgege
paynanta for 05T loau. Tha nortgagc
Inauranca la limited to m aggregate
total of $3 milllon.

Revolving toad; low Interest loans
nmds to 037 owners who have bean
directed by tba RIDZP to repair or
replace one or auire of their 037a or
Install monitoring syataeaa; Loans
issued baaed on accaonlo hardship.

Loans made to owners of led litlea wb
are required pursuant to law or
regulation to replace one or sore
rodergrowd atoraga tank faollltlaa.

EXHIBIT 6-1

STATE LOAN OR GRANT FUNDS
(aa of Septe”iar 1989)

Revenue Souroa

1. Stata appropriation!

2. Application faaa *

3. Interest on outatending
loans

9. Federal appropriations

3. Interest Inccaee froa tha
fund

1. Petroleum tok feea

2. Intereet received o0
outatandlng loans

3. Stato and Federal grants

1. Stata appropriations

2. Interest i&com on tha
find

3. Repayments

1. State appropriation of 93
nilHoc
2. Repayment of lotna

1. Stats appropriation of

93 million.
2. Interest from outatandlng
loans

Xntaraat Rate

Equal to tba cost of nanay
to tbha Stata on the first

day of tba calendar quarter

during which tba Loan la
approved.

Equal to tbs coat of
borrowing money by tba
Stata m tba flrat day of
tba calendar quarter during
which tba loan la appeared.

To b« determined.

Rot more than six percent;

fixed rates.

An annual rate equal to tha
Federal discount rata.

Tarn of Loan

Rot to exceed tan yeara.

Tbs shortest feasible tarn

crmirnurate with tha
repayment ability of tha
borrower,

To ba determined.

Rot to exceed tan years.

Hot leas than five ysaxa
nor mors than tan.

Expiration Data

January 1, 1992

July 1. 1999

To ba determined.

Dacsabar 31, 1991

Dtceober 31 of
tha fifth full
calendar year
subsequent to the
affective data of
tha Act.

k>
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EXHIBIT 6-1 (concluded)

STATE LOAN OR GRANT FUNDS
(as of Septecher 1JBB)

suu/Fuwi iia*

Eligibility

Revenue Source

Xntaraat tats

thode Island Low intaraat loans to residential and 1. Stata appropriations Two points below tba elx-
Underground Storage Tank.  coeaarclal ownars of HTa to ranady 2. Repayment of loans srrath Treasury Bill rata at
%E&Iiacement Revolving Loan 1asting tanka «d replace tanka that 3. federal grants tbs tlam tba loan la
ara likaly to laak; revolving fmd. 4. Gifts, baquesta, awarded; fired rates.
docat loca
3. Band lasuas
outh Dakota Available to patrolma Marketers to State rarvanua bond So apacific terms specified
Loan Program laprove ecrrircexoantal aafaty of USTa; although rata would ba
predominantly capital Investment la lower than would otherwise
equipment. ba available.
‘'moot Grants up to $3,000 for nil, retail Funds authorlrad by tba B/A
Underground Storage Tack gasoline outlets (sales <30,000 oil ovarcbharga fuod and
Incentive Program gallons/month) and auolclpalitlaa from tba petroleum
(pop. <3,300) to aid la their cleanup fund for this
oosgillmica with Stata regulations for purpose.
replacing UBTSs.
Fatrolaua Claaoup fuod Dp to osa-half of find can ba used to 1. Licooia faaa (024
provide no intaraat loans (ep to 2. Intaraat incoma from fund
$40,000) to aaall rural dealara aod 3. Balaburaeaient and coat

swell aonlolpalltlaa fax tank
replacement.

reoovary

Tara of Loan

Depends oa tha lccoca of
tbs recipient and whether
it la a raooorclal
facility; ranges trow five
to fifteen years maxiaun.

Mo terms specified.

B/A

10 year*

Expiration Data

Bo expiration
date.

Mo expiration
data.

Bo expiration
data.

Mo expiration
data.



* An Independent Newspaper

form the study.

Gas stations need help

. Aserious problem ca)metol htrnarecenthpe -
rng 0n new reqg atrona the nvrronmenta -
tection Agency or underground fuel tanks

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

Gas sta'tion owners testified that the new rules
may presentinsurmountable problems. Anowner in
Fairbanks said itwould cost up to $300,000 to clean up.
his site and qualify for | rnsurance Others said insur-
|ance wasn't even avaArlabIe against leakage prob-
ems.

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 fanks are fairly com-
mon in our area.

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

But in many rnstances gas statron owners.can-
nota ford thecostofcomﬁ ying with the regulations.

heK/Nhave appealed to the Legrslature foT help.
here roblems with ueltanks exrst they have
developed overmany};earsﬁner haps before the pre-
sent owners bough reat public interest
exists in cleanrng them up. The Le rslature should
give close attention to the P“ ht of the gas station
owners and do what it can to help them.,
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SOLDOTNA, TESORO

John T. Stubblefield

?. 0. Bax 773

Soldotna, Alaska 99639

February 9, 1989
To Alaskan Senators and Representativest

Due to tfte E.P.A. regulations that are nov enforce, the owner* and leasors of

gas stations are in a financial situation that will be imposaibls to abaorb. Most
ownsrs cannot afford to replace and upgrads their tank systems, The insuranct will
run moat of ua out of businees and if that doesn®t the clean up of contaminated

ground will.

By E.P_A. standards, there is probably no station in ths state that can comply 100%
with the new regulations. E.P.A. has put ths burden off all liability on the current
owners regardless of the consequences. Has no on* taken the timeta conoidar what
ths effects will be on small businesses and also tha economy? Ifve go under it
will also mean job losses for an average of three enployees per station.

We find ourselves desperately in need of help. The regulations are necessary, as

is the clean up and protection of our water and soil. But we cannot comply. We

do not have the funds to do this. Where isit to come from? Areyou just going

to close us down? Sell our stations off tothe oil companies for pennies on the
dollar? The only ones that will core out on top of this are the large oil companies
and corporations like Seven-Eleven. They will be the only ones 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 then any other endangered
species?

I have been in Alaska for 30 years. | have all my lifes work, tied up in my station.
Along with many other station owners, 1 stand to loose it all if ve cannot get
some assistance from the State.

IT ever there was a need for tha representatives of tha State to pull together
and help a group of businesses and hard working people, this is the time to do it.
Art ws any Isss important then three whales trapped in the ice? Will someone
come to our aid?

Sincerely,

John T. Suubblafield
SOLDOTNA TESORO



u.s. environmental protection agency

ALASKA OPERATIONS OFFICE
Room ES535, Federal Building
701 C Street. Box 19
Anchorage, Alaska 99513
Phone 1907) 271-5083

N-cTIVED JAN 2 6 1989

January 24, 1989

The Honorable Curt Menard
House of Representatives
P.0. 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, 1 want to update 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 1 of the Resource Conservation and Recovery Act. In
Subtitle 1. 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 iIn which Federal gasoline tax money is 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 EPA 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 Office has conducted a
number of public outreach activities, including information meetings and

technical assistance seminars.

The Technical Requirements of the UST program are found In 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-o! 1 tanks, and a number of other non-petroleum tank-like

structures.

The Technical Requirements identify 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 protected by

1998.



Congress also mandated that tank owners and operators have adequate liability
coverage 1n case water or soil clean-ups are needed. One million dollars of
coverage was required by Congress since it Is not unusual for clean-up costs
to approach this amount iIn the case of catastrophic spills. These new
Financial Responsibility Requirements will be phased in over the next two
years (see attachment 3).

My staff and 1 are available at your request to discuss the implementation of
this program in Alaska. Please feel free to contact me or Mr. Kevin Keeler,
State UST Coordinator (271-5083), 1if you have questions or if you are
interested in a detailed briefing. Additionally, if there are other
environmental matters which arise during this legislative session for which
EPA can provide information or assistance, please don t hesitate to call me or
Steve Torok (located in my Juneau office) at 586-7619.

Attachment(s)
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IILCONTACTPERSON ATTANK LOCATION
Name (It same as Section I. mark box here O ) Job Title Area Code Prvone Number
31 WTYPEOFNOTIFICATION
[ ] Markbox hereonly if this isan amended or subsequent notification tor this location.
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FROM PRE-PUBLICATION COPY OF "MUSTS FOP. USTS"™: FINAL PAMPHLET AVAILABLE OCT. 19SS

WHAT DO YOU HAVE TO DC)’> Minimum Requirements

You musl have Leak Detection. Corrosion Protection, and Spill/Overtill Prevention.
For WHEN vou have to add these t" "ourtank system, see the chad on the right.

LEAK.DETECTION o o | i v
NEW TANKS * Monthly Monitoring*
2 Choicas « Monthly Inventory Control and Tank Tightness Testing Every 5 Years
(You can only use this choice lor 10 years alter installation.)
EXISTING TANKS * Monthly Monitoring*
J Chalets e Monthly Inventory Control arid Annual Tank Tightness Testing

(This choice can only ba used until December 1998.)

J{;an%hr%%ggghgg’gg%“ o' . Monthly Inventory Control and Tank Tightness Testing Every 5 Years
[ (This choice can only be used lor to years alter adding corrosion protection and

thosa choicas. spifl/foverfil prevention or unal December 1998, whichever date is later.)
NEW & EXISTING * Automatic Row Restrictor e Annual Line Testing
PRESSURIZED PIPING « Automatic Shutoff Device -and- e Monthly Monitoring*

Chalca ofona from each sat © Continuous Alarm System (excapr automatic tank gauging)
NEW & EXISTING » Monthly Monitoring*
SUCTION PIPING _ (except automatic tank gauging)

7 Choicas * Line Testing Every 3 Years

« No Requirements
(it the system has the characteristics described in the final regulations)

'CORROSION,PROTECTIONA :

NEW TANKS * Coated and Cathodicalty Protected Steel
J Choicas * Fiberglass o

« Steel Tank clad with Fiberglass
EXISTING TANKS e Same Oﬁtions as for New Tanks
4 Choicas « Add Cathodic Protection System

* Interior Lining
* Interior Lining and Cathodic Protection

NEW PIPING « Coated and Cathodicalty Protected Steel
2 Choicas e Fiberglass
EXISTING PIPING « Same Options as for New Piping
2 Choicas * Cathodically Protected Steel
sn"OMRRLL
ALL TANKS e Catchment Basins  -and- e Automatic Shutoff Devices -o-

e Qverfill Alarms -or-
« Balt Float Valves

* Monthly Monitoring indudas:  Automatic Tank Gauging ~ Ground-Watar Monitoring
Vapor Monitoring Othar Approvad Methods

Intarstitial Monitoring



FROM PRE-PUBLICATION COPY OF "MUSTS FOR USTS"; FINAL PAMPHLET AVALL...V.Z MT .

WHEN DO YOU HAVE TO ACTO Important Deadlines
For WHAT you have to do, see the chart on the left,

TYPEOF ;r ' ' LEAK ~ CORROSION SPILL /OVERFILL
TANK 8c PIPING DETECTION 11 "PROTELTION PREVENTION
New Tanks and Piping* At installation At installation At installation

Existing Tanks**
25t or unknown age December 1989

2 - 24 years December 1990 1D

15 -19 years December 1901 N December 1998 > December 1998

10-14 years December 1992

Under 10years December 1993 I

Existing Piping**

Pressurized December 1990 December 1993 Does not apply

Suction tSarﬂe as existing ~ December 1998 Does not apply
anks

* Now tanks and piping ara those installed after December 1988
* Existing tanks and piping are those installed before December 1988

IFYOU CHOOSE TANK TIGHTNESS TESTING AT EXISTING USTs ...
riodic tank

T
If you don't use monthly monitoring at existing USTs, you. must use a combination of pe
ed for a few

tightness tests and monthl(y inventory control.” This combined method can only be us
yéars, as the chart below displays.



UNDERGROUND STORAGE TANK FACT SHEET

* Nationwide, there are an estimated two (2) 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 US Environmental Protection Agency estimates that a leak of one gallon
of gasoline can contaminate the water supply of a city of 50,000 people (1);

* State of Alaska trial courts have ruled that the storage of large quantities
of gasoline in underground tanks in close proximity to private residences is

an ultra-hazardous activity (Q);

* With a similar ruling, the United States District Court of Colorado awarded
seven million dollars in damages, including the purchase of 44 residential

homes (3);

* The EPA estimates that "approximately twenty-five percent (25%) of existing
UST systems are non-tight [leakingC when tested 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 regulatory agencies have reports of 12,444 leaks on file:
- 65% of the incidents were from retail gasoline stations;

- 95% involved operating as opposed to abandoned facilities;
- 81% of leaking tanks were steel and 19% were fiberglass ((6);

1. Italiano, Michael L., Liability for Underground Storage Tanks, Practising
Law Institute, New York, 197/, p.3.

2. Personal communication, State of Alaska Office of Attorney General.
3. ibid., p-71.

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

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

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



GENERIC UST LEGISLATIVE BRIEFING

WHY AN UST PROGRAM?

THIS 1S A PLUMBING PROBLEM
OF IMMENSE CONSEQUENCES

REPLACING WATER SYSTEM
IS OFTEN ONLY REMEDY

CONGRESSIONAL RESPONSE TO
PROBLEM

WHY STATE RUN PROGRAMS?

FEDERAL GRANT AS UST SEED
MONEY

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

In Alaska, 85% of water for public water systems
comes from groundwater. Again in Alaska, 68% of
the contamination of drinking water comes from
petroleum (from all sources, including USTs).

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

EPA has estimated in the next 30 years, costs of
clean-ups or replacing water systems will amount
to 552.8 BILLION dollars.

Because removing gasoline from water is very
expensive and often 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 was installed, and
Anchor River, where new wells were drilled.

Amended Resource Conservation and Recovery Act
(RCRA) in 1984; established statutory
regulations, directed EPA to develop UST
regulations, and a grant program to help States
develop their own UST programs. Also, interim
requirements went into effect for new tanks on
May 7, 1985, so there has been lots of advance
notice on this program in the UST associated
industries.

Congress felt problems of this nature are most
acutely felt at State and local levels. State
and local agencies are usually the first to
respond, and ultimately responsible if 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 to develop UST programs
for the prevention and detection of LUST"s.
Federal funding alone was never expected to be
adequate to run a State program. States are
therefore expected to develop their own funding
mechanism.



AMOUNT OF UST GRANT MONEY
ALLOCATED TO STATE OF ALASKA
(FY 86-89)

EPA DIRECTED TO IDENTIFY
STATE APPROVABLE PROGRAMS

CONGRESS SET UP LUST
CLEAN-UP TRUST FUND

AMOUNT OF LUST TRUST

FUND MONEY ALLOCATED
TO ALASKA

(since September 1987)

TRUST FUND LIMITS

WHAT IS AN UST?

CONGRESS EXCLUDED

WHY RESIDENTIAL/OIL
TANKS EXCLUDED?

(2

5500,000. (approximate)

Congress also developed a means by which States
can take over UST programs from the EPA.
Outlined in the new final UST regulations, a
'state-approvable program™ must meet or exceed
the new Federal requirements.

EPA provides LUST Trust Fund money to assist
States in developing a program to clean-up
leaking tanks. The prevention and corrective
action programs together form a unified whole;
there is little long term benefit gained by
establishing a clean-up program if a prevention
program is not established as well.

$1.2 million

Only for imminent health hazards where a
responsible party cannot be found. Otherwise
tank owner/operator (0/0) is expected to pay.

One or more tanks and associated piping used to
hold petroleum sub tanks such as motor gas,
aviation gas, JP-4, diesel fuel cils, and used

oils.

Farm or residential tanks of 1,100 gallons or
less;

Tanks used -for Seating oil;

Septic tanks, stormwater tanks, Tflow through
manufacturing tanks, and other pipeline
facilities.

The imminent threat to large public drinking
water sources are refined petroleum products
that move quickly through the subsurface
environment. Heating oil, especially in above
ground tanks, 1is being considered for future
regulations. Also, many States regulate fuel

oil tanks.



CONGRESS REQUIRED OWNERS/
OPERATORS NOTIFY...

NUMBER OF TANKS IDENTIFIED
IN ALASKA. ..

AVERAGE AGE

NUMBER OF TANKS OVER
15 YEARS OLD

PERCENTAGE OF TANKS WITH
NO CORROSION PROTECTION

MAJOR CAUSES OF TANK
FAILURE (NATIONWIDE)

REQUIREMENTS FOR NEW TANKS
(CONGRESSIONAL MANDATE)

REQUIREMENTS FOR OLD TANKS

(3)

designated State agency of where-abouts,
age and construction of tanks by May 6, 1986.

may not be totally accurate: 4300 UST, 1800
0/0%"s (corporations, private individuals).

12 years old. Majority of failures occur after

13 years.

1,500

80% plus (these and previously mentioned tanks
run a significant risk of failure).

Piping failure.
Corrosion of tanks.
Sloppy fuel handling; spilling and overfilling.

Improper tank installation.

Corrosion protection (cathodic protection).

Spill/0verfill hardware
(automatic shut-off valves, drip pans).

Monthly monitoring for leaks (with automatic
tank gauging, soil vapor monitors, tank wall
monitors, ground water monitors).

Owner/operators certify proper installation of
facilities.

Monthly monitoring systems and tank tightness
tests for 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 spil!l Zoverfill protection

added.

All tanks have corrosion protection and
spill/overfill by 1998.



(4)

ALL TANK OWNERS MUST Notify designated State agency of tank
installation, or closure.

Do proper tank closure; check for and report

contamination.
UST REGULATIONS BASED ON American Petroleum Institute; Petroleum Equipment
INDUSTRY CODES/STANDARDS Institute, etc. have had recommended practices
for USTs installation and operation of for
decades — but widely unused. Now iIndustry

codes must be followed.

FINANCIAL ASSURANCE $t million for petroleum marketers;

REQUIREMENTS
$500,000 for non-marketers.

phased In over next two years:
1000 + USTs - January 1989
100 to 999USTs October 1989
13 to 99 USTs April 1990
1 to 12 USTs October 1990

Can use Insurance coverage, guarantees, surety
bonds, risk retention groups, private trust
funds, state sponsored assurance program.

HOW EPA WILL ACHIEVE Education and technical as.istance; information
COMPLIANCE transfer to tank 0/0 "s.

Helping States to develop programs.

Enforcing regulations until State"s get
enforcement authority.

MORE COMPLIANCE STRATEGIES 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 requires all tanks have a license tag;
bulk handlers can legally fill an UST only if it

has the tag.

Many states target inspections, issue informal
enforcement letters, often receiving quick

results.



US. ENVIRONMENTAL PROTECTION AGENCY

ALASKA OPERATIONS OFFICE
Room E535, Federal Building RECEIVED JAM? 6 1989

701 C Street. Box 19
Anchorage, Alaska 99513
Phone (907) 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, | want to update you on their content and make my staff
available for further detailed briefings, i1f you so desire.

The Underground Storage Tanks (UST) regulations follow a 1984 mandate from
Congress in Subtitle | of the Resource Conservation and Recovery Act. In
Subtitle 1, 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 is 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 EPA 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 Office has conducted a
number of public outreach activities, including information meetings and

technical assistance seminars.

The Technical Requirements of the UST program are found in 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 identify 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 protected by

1998.



Congress also mandated that tank owners and operators have adequate liability
coverage in case water or soil clean-ups are needed. One million dollars of
coverage was required by Congress since it is not unusual for clean-up costs
to approach this amount in the case of catastrophic spills. These new
Financial Responsibility Requirements will be phased in over the next two
vears (see attachment 3).

My staff and 1 are available at your request to discuss the implementation of
this program in Alaska. Please feel free to contact me or Mr. Kevin Keeler,
State UST Coordinator (271-5083), if you have questions or if you are
interested in a detailed briefing. Additionally, if there are other
environmental matters which arise during this legislative session for which
EPA can provide information or assistance, please don"t hesitate to call me or
Steve Torok (located in my Juneau office) at 586-7019.

Attachment(s)
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“ATTACHMENT 1

catjofctottWidn

FOR RETURN : )
T NKS COMPLFECL)% E&p&(r)t)rglsntofEnvwonmentalConservatlon
Juneau. AK 99811

AK !

Noltficilion Is rtqv.rcd by Ftderil law for all underground | nks that liavt been
used to store regulLted sub,lances since January 1, 1974. dial are in die ground as of
May 8.1986. or dial are brought into use after May 8,1986. The Information requested
h required by Section 9002 of the Resource Conservation and Recovery Act,(RCRA),
ms amended.

The primary purpose of this notification program is to locate and evaluate under-
ground tanks that store or liase stored petroleum or hazardous substances. It is
expected that the information sou provide will be based on reasonably available
records, or. in the ab-cncc of such records, your knowledge, belief, or recollection.

Who Must Notify? Section 9002 of RCRA. as amended, requires that, unless
exempted, ow ners of underground tanks that store regulated substances must notify
designated Slate or local agencies of the existence of their tanks. Owner means—

(a) in the case of an underground storage lank in use on November 8. 1984. or
broﬂ%t into use after that date, anv person who owns an underground storage tank
use r the storage, use. or dispensing of regulated substances, and

(0) in the case of any underground storage tank in use before November 8. 1984.
but no longer in use on that date.any person wlioowned such tank immediately before
the discontinuation of its use.

What Tanus Are Included? Underground storage lank is defined as any one or
combination of tanks that (1) is used to contain an accumulation of'regulated sub-
stances."and (2) whose volumc(includingconnected underground piping) is 109r or
more beneath the ground. Some examples arc underground tanks storing: I. gasoline,
used oil. or diesel fuel, and 2. industrial solvents, pesticides, herbicides or fumigants.

What Tanks Are Excluded? Tanks removed from the ground are not subject to
notification. Other tanks excluded from notification are:
1.farm or residential tanks of 1100 gallons or less capacity used for storing motor fuel
for noncommercial purposes;

2. tanks used for storing heating oil for consumptive use on the premises where stored:
J. septic tanks:

photocopy the reverse side, and staple continuation sheets to this form.

Vv o r . LOWNERSHIPOFTANK(S) .
Owner Name (Corporation. Individual, Public Agency, or Other Entity)

AHSEAVIWSNA ooty A >o8 WS NP t KT e ! e b

1.0. Number STATE USE ONLY

(907)465-2653

Dale Received

*h. GENERALINFORMATION

4. pipeline facilities (including gathering lines) regulated under the Natural Cias
Pifsclinc Safety Act of 1968. or the Hazardous liquid Pipeline Sjletv Act ol 1979. or
which is an intrastatc pipeline facility regulated under State laws:

5. surface impoundments, pits, ponds, or lagoons:

6. storm water or waste water collection systems:

7. flow-through proass tanks:

8. liquid traps or associated gathering lines directly related to oil or gas production and
gathering operations:

9. storage tanks situated in an underground area (such as a basement, cellar,
minev.orking. drift, shaft, or tunnel) if the storage lank is situated upon or abov e the
surface of the floor.

What Substances Are Covered? The notification requirements apply to under-
ground storage tanks that contain regulated substances. This includes any substance
defined as hazardous in section 101 (14) of the Comprehensive Environmental
Response. Compensation and Liability Act of I980(CERCLA). with the exception ol
those substances regulated as hazardous waste under Subtitle C of RCRA. It also
includes petroleum, e.g.. crude oil or any fraction thereof which is liquid at standard
conditions of temperature and pressure (60 degrees Fahrenheit and 14.7 pounds per
square inch absolute).

Where To Notify? Completed notification forms should be sent to the address
given ?' the top of this page.

When To Notify? |. Owners of underground storage tanks in use or that have been
taken out of operation after January |. 1974. but still in the ground, must notify by
May 8. 1986. 2. Owners who bring underground storage tanks into use after May X.
1986. must notify within JO days of bringing the tanks into use.

Penalties: Any owner who knowingly fails (o notify or submits false information
shall D€ subject to a civil penalty not to exceed $10.000 for each tank for which
notification is not given or for which false Information is submitted.

UCTIONS

Please lypc or print in ink all items except “signature*"in Section V. This form must by completed for
each location containing underground storage'tanks. If more than Stanks are owned at this location,

Indicate number of
continuation sheets
attached

|I. LOCATION OF TANK(S)
(If same as Section 1 mark box hero C 1)
Facility Name or Company Site Identifier, as applicable

Street Address

County Street Address or State Road, as applicable

City State ZIP Code County

Area Code Phone Numoer City (nearest) State ZIP Code

Type of Owner (Markall thatapply (S) o

g G o ssrloan VI BRE g o, |
FOfer P fesRaR D, no OO e o0 et nvah us lands

iljfc.- Vo /" v [Il, CONTACTRERSONAT TANKLOCATION : *

Job Title Area Code Phone Number

H §B U IV.TYPEOFNOTLFICATION
1 Mark box here only if (his is an amended or subsequent notification for this location

' ACERTIFICATION (Readandalfinafter completing SectionVI.)

| certify under penalty of law that | have personally examined and am familiar with_the information submitted in this and all attached
djcuments. and that based on my inquiry of those individuals immediately responsible for obtaining the information. Ibelieve that the
S’Emitted information tstrue, accurate, and complete.

N.me and official title of owner or owner's authorized representative

Name (It same as Section |, mark box here O )

Signature Date Signed

el 1m vV continuConreverseside |, o* .,

I* Form 7530-1(11-



Ownor Name (from Section I)

Tank Identification No. (e.g., ABC-12 )
Arbitrarily Assigned Sequé nt|I Num er(eg 1A3.,)

1. Status of Tank ;
Currently inUse
(Mark all that apply k) Tempor:irily Out of Use
Permanently Out of Use

Brought into Use after 5/8/86

2. Estimated Age (Years)
3. Estimated Total Capacity (Gallons)

4, Material of Construction Steel
(Markone 0) Concrete
Fiberglass Reinforced Plastic

Unknown

Other, Please Specify

5.1n t I Protection _ _
(Mark all that a ppqu ~ Cathodic Protection
terior Lining (e.g.. epoxy resins)

None

Unknown

Other, Please Specify

(Markalllhal apply M Cathpgic Protection

Fiberglass Reinforced Plastic Coated
None
Unknown

Other, Please Specify

7. Piping Bare Steel
filP "all thatapply®) Galvanized Steel

Fiberglass Reinforced Plastic
Cathodically Protected
Unknown

Other, Please Specify

8. Substance Currently or Last Stored a_jrmpty
In Greatest Quantity by Volume '
(Mark all thatapply®) A
Kerosene
Gasoline (including alcohol blends)
Used il

Other. Please Specify
¢. Hazardous Substance

Please Indicate Name of Principal CERCLA Substance
Chemical Abstract Service (CAS) No

Mark box (3 if tank stores a mixture of substances-

. Unknown

9. Additional Information (for tanks permanently
taken out of service)

a. Estimated date last used mO/}/%
b. Estimated quantity of substance remaining (ga

¢. Mark box ta if tank was filled with inert material
(e.g., sand, concrete)

PA Form 7530-1 (11-85) Reverse

_ Location (from Section 1)

fr U.S. Government Pri«tl«kt OHIwi IHC-*H»73S

Page No.

of

Pages

Tank No.

Page 2



ATTACHMENT 2

FROM PRE-PUBLICATION COPY QF "MUSTS FOR USTS"™; FINAL PAMPHLET AVAILABLE OCT. 1988

WHAT DO YOU HAVE TO DO’? Minimum Requirements

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

ittEAK. DETECTION | -
Monthly Monitoring*

NEW TANKS .
2 Choices « Monthly Inventory Control and Tank Tightness Testing Every 5Years
(You tan only use this choice (or 10years after installation.)
EXISTING TANKS « Monthly Monitoring*
3 Choices « Monthly Inventory Control and Annual Tank Tightness Testing
he chart at the bottom of (This choice can only be usod until December 1998) .
J]e next page Sisplays « Monthly Inventory Control and Tank T|9htness Testing Every SYears
these choices. (This choice can only be usod lor 10years alter adding corrosion protection and
spill/overfill prevention or until Decerber 1998 whichever date s later.)
NEW & EXISTING * Automatic Flow Restrictor * Annual Line Testing
PRESSURIZED PIPING * Automatic Shutofl Device -and- e Mo%Momtormg* _
Choice of one from each set e Continuous Alarm System (OCPtauiomane 'k 0UAINS

NEW & EXISTING Monthly Monitorjng* ,
SUCTION PIPING  (except automatic fank gauging)
5 Choices e Line Testing Every 3Yeans

No Requirements N S ,
(itthe system has the characteristics described in the final regulations)

<

CQRROSION PROFGCTION,,.

yii

NEW TANKS + Coated and Cathodically Protected Steel

3 Choices + Fiberglass
+ Steel Tank clad with Fiberglass

EXISTING TANKS + Same Oﬁtions as for New Tanks
4 Choices + Add Cathodic Protection System
+ Interior Lining .
+ Interior Lining and Cathodic Protection
NEW PIPING + Coated and Cathodically Protected Steel
2 Choices + Fiberglass
EXISTING PIPING + Same Options as for New Piping
2 Choices + Cathodically Protected Steel
vty - \, =, S'vSS0S-vUidAv U: Ym "m "' | (¢m
.SPILL/OVERFILL PREVENTION
ALL TANKS e Catchment Basins  -and-  « Automatic Shutotf Devices -or-

e Qverfill Alarms -or-
- Ball Float Valves

* Monthly Monitoring includes:  Automatic Tank Gauging  Ground-Watar Monitoring
Vapor Monitoring Other Approved Methods
Intorsthial Monitoring



FROM PRE-PUBLICATION COPY OF "MUSTS FOR USTS”% FINAL PAMPHLET AVAILABLE OCT. 1.988

WHEN DO YOU HAVE TO ACT?

Important Deadlines

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

TYPE OF LEAK -
TANK & PIPING® DETECTION

New Tanks and Piping* At installation

Exiting Tanks**
25+ or unknown age December 1989

20-24years December 1990
15-19 years December 1991
10-14 years December 1992
Under 10years December 1993
Existing Piping**

Pressurized December 1C90
Suction Same as existing

tanks

PROTECTION |

At installation

|> December 1998

December 1998
December 1998

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

SPILL/OVERFILL
PREVENTION

At installation

A December 1998

Does not apply
Does not apply

IF YOU CHOOSE TANK TIGHTNESS TESTING AT EXISTING USTs ...
If you don't use monthly monitoring at existing USTs, you must use a combination of perjodic tank

yéars, as the chart below displays.

tightness tests and m?nthlgi inventory control. This combined method can only be used (or a lew
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TELECOPY COVERSHEET

KENAI PENINSULA LEGISLATIVE INFORMATION OFFICE
312 TYEE STREET
SOLDOTNA, AK 99669
OFFICE NUMBER: (907) 262-9364

TELECOPY NUMBER:  (907) 262-1881

DATE: A TIME:
T0: L& f.
TI1TLE: P H O N E
COMMENTS:
VIM /£t
FROM: .
TITLE: d066fU*JL PHONE :
COMMENTS:
NUMBER OF PAGES FOLLOWING THIS COVERSHEET:_______J

IF YOU DO NOT RECEIVE THE TOTAL NUMBER OF PAGES FOLLOWING THIS COVER
LETTER, PLEASE TELEPHONE OUR OFFICE. OTHERWISE WE WILL ASSUME YOU
HAVE RECEIVED THIS TRANSMITTAL SATISFACTORILY.

SENT BY:
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SOLDOTNA TESORO

John T. Stubblefield

P, 0. Box 773

Soldotna, Alaska 99669

February 9, 1989

To Alaskan Senators and Representatives:

Due to the E.P.A. regulations that are now enforce, the owners and leasors of

gas stations are in a financial situation that will be impossible to absorb. Most
owners cannot afford to replace and upgrade their tank systems. The insurance will
run most of us out of business and if that doesn"t the clean up of contaminated

ground will.

By E.P.A. standards, there is probably no station in the state that can comply 100%
with the new regulations. E_P_A. has put the burden of all liability on the current
owners regardless of the consequences. Has no one taken the time ta consider what
the effects will be on small businesses and also the economy? If we go under it
will also mean job losses for an average of three employees per station.

We find ourselves desperately in need of help. The regulations are necessary, as

is the clean up and protection of our water and soil. But we cannot comply. We

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

to close us down? Sell our stations off to the oil companies for pennies on the
dollar? The only ones that will come out on top of this are the large oil companies
and corporations like Seven-Eleven. They will be the only ones 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 then any other endangered

species?

I have been in Alaska for 30 years. | have all my lifes work tied up in my station.
Along with many other station owners, | stand to loose it all if we cannot get
some assistance from the State.

IT ever there was a need for the representatives of tha State to pull together
and help a group of businesses and hard working people, this is the time to do it.
Are we any less important then three whales trapped in the ice? Will someone
come to our aid?

Sincerely,

John T. Stubblefield
SOLDOTNA TESOKO
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Alaska State Legislature

Please enter Into the record my testimony to the
committee name

[HAATtsf,r* U/l Ilr%,\cissa n-t-d 1/2’/0 t/M
bill/subject

committee on
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