T o= gt ST, Dt
b e LY, T w e I

USTCAP grant site Mazama Store, Okanogan County

POLLUTION LIABILITY INSURANCE AGENCY




Locke, Governor
bers of the Washington State Legislature
ngton

ance Agency (PLIA), 2002 was a year of positive change and solid
with a commitment to excellence, appointed new leadership at PLIA. As
share Governor Locke’s commitment to excellence and his dedication to

ability Insurance Agency is to ensure that pollution liability insurance is
the thousands of owner/operators of petroleum underground storage

ging the Pollution Liability Trust Fund and serving as a reinsurance

e providers. PLIA also manages the reinsurance resources that provide
60,000 homes and businesses throughout Washington that are serviced by

saved taxpayers, homeowners and businesses millions of dollars in
eanup costs. Every state in the nation is required by federal law to
ability insurance protection requirements for underground storage tanks
1gton State’s innovative reinsurance program has proven to be the most
in the nation to meet these requirements. Given recent national events
e realities, PLIA’s role has become even more important as it works to
our many partners and stakeholders.

ution Liability Insurance Agency is due to the talented and energetic
nitment to excellence on a daily basis. It is an honor to provide you this
eir hard work.



tive Summaiy

tion Liability Insurance Agency (PLIA) makes
liability insurance available and affordable to the
d operators of regulated petroleum underground
s (USTs) and heating oil tanks by offering

ce services to the insurance industry. PLIA also
ST sites that received state grants to upgrade
ms to meet federal and state requirements in the
s. In 2002:

average insurance premium per UST site was

7 compared to $3,100 in 1990 (prior to PLIA).
ower premiums have saved business and local
rnment over $21,000,000 since PLIA started;
received 2,400 registrations for Heating Oil

tion Liability Insurance, making the total number
sured homes and businesses over 58,000 statewide;
received over 100 claims and paid out over

0,000 in claim costs for insured heating oil sites;
conducted 73 inspections with the Department of
ogy (Ecology) at grant sites resulting in 100%
liance; and,

19,500,000 gallons of fuel was sold at PLIA

sites.

vical Overview

r 1988 the Environmental Protection Agency
lished technical standards and requirements for
USTs in response to serious long-standing

ntal problems. These requirements addressed the
on, replacement, and upgrading of USTs, as well
ng maintenance such as leak detection, testing,
ping and other tank management processes.

d operators of USTs were also required to

te financial responsibility for corrective action
mpensating third parties for bodily injury and/or
amage, in case of an accidental release of

. EPA estimated at least 40 percent of all

USTs were either leaking or had leaked in

ations defined a variety of mechanisms for

ting financial responsibility. However, for most
inesses and local government entities, the purchase
n liability insurance was the only practical

. Unfortunately, the pollution liability insurance

d limited acceptance among commercial insurers
f the unknown risk. The result was excessively
iums for pollution liability insurance and for most
inesses the cost was prohibitive.

n response to the possible widespread closure
um USTs throughout Washington State, the

e created the Joint Select Committee on Under-
orage Tanks. The committee’s task was to study

and recommend legislation to assist owners and op:
of USTs in complying with federal financial respo
regulations. The remedy selected and approved by
Legislature, was to provide available and affordabl
insurance through a state administered reinsurance
Reinsurance by the State would enable an insuranc
company to provide less coverage, therefore, lowe
premiums, while the UST owner would still have tt
required coverage.

In September 1989 PLIA began operations with a
from the Legislature to provide a plan for impleme
the reinsurance program. The Legislature approvec
plan during the 1990 legislative session.

In 1991 the Legislature responded to a serious dile
facing many rural communities in the state; the co
had a single source, or perhaps two, of petroleum.
Commerce, emergency vehicles, school buses and
services depended greatly on these one or two S0
These rural gas stations, however, did not generate
necessary to upgrade or replace the UST system as
by federal and state statutes. In response to this pr
PLIA was directed to establish the UST Communit
Assistance Program (USTCAP), a one time grant p
to fund upgrades and cover some cleanup costs.

In 1995 the Legislature added pollution liability ins
coverage for heating oil tanks to PLIA’s responsibi
(heating oil tanks are not covered under the UST
reinsurance program). The program was created i
response to the rising number of heating oil tank re
and the significant impact contamination had on pr
values, as well as, the environment.

In 1997 Governor Locke signed into law legislatio
authorizing PLIA to implement a program to provi
technical assistance to owners of heating oil tanks
covered under the heating oil insurance program.

Sfatm‘aly Aut/tariéq

The enabling legislation is contained in:

e Chapter 70.148 RCW, Underground Petrole
Storage Tanks — Creates a state financial resp
(pollution liability insurance) program meeting
standards for owners and operators of undergrc
storage tanks.

e Chapter 70.149 RCW, Heating Oil Pollutio
Liability Protection Act — Authorizes PLIA tc
a program that provides pollution liability ins
home heating oil tanks.

* Title 374 WAC, Pollution Liability Insuranc
— Agency’s rules and operating procedures.
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Abandoned heating oil tanks are not eligible for PLIA’s of produc

insurance but we do provide help through our Technical tank. At
Assistance Program. For a $350 fee, PLIA will guide bottom.
property owners through the cleanup process. At this site, All tanks
PLIA observed the removal of approximately 10-12 feet of Was remc
contaminated soil. PLIA, the homeowner, the Department of installed
Ecology, and the contractor are currently discussing different insurance
strategies to complete the cleanup of the site. A final letter PLIA has
will be issued by PLIA verifying that the cleanup standards one of 54
have been met and that the site poses no threat to human Commer
health or the environment. This letter is critical for the

purchase or sale of such properties. To date PLIA has assisted

over 40 homeowners through this process.
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s pollution liability insurance available and

> to the owners/operators of petroleum USTs by
1e reinsurer of insurance policies. PLIA has
insurance treaties (contracts) with four
insurance companies. Those insurers are
provide pollution liability insurance coverage to
operators of petroleum USTs located in

State. As the reinsurer, PLIA assumes part of
each loss and insulates the primary insurer in the
xceptionally large loss. In the case of a

policy, PLIA is responsible for settlements over
e insurer is responsible for settlement of most

e protected by the state from severe losses.
rship covers 87 % of insured tanks and has
over $14 million spent on cleanups at

IA sells reinsurance to the insurance companies
low the private market price for similar
insurers are required to pass this discount on

d operators of petroleum USTs in lower

Prior to the program starting in December of
erage annual UST insurance premium was

site. The average premium per site in

of 2002 was $1,187. The average cost per tank
m $930 in 1990 to $416 in 2002. Working
sumption that premiums would have stayed at
el without PLIA, the premium savings to
ashington State businesses and local

is over $21,275,383. The events of

1, 2001, and subsequent losses by insurance
eaten to raise pollution liability rates across
PLIA and its programs will continue working
d/or reduce costs to Washington’s business

Insurance Premiums per Site

Heatlhﬂ Ol Pollution
L/'ﬂbl//zfq nsuravice Prqqm

While heating oil tanks are exempt from federal a
technical requirements, the owner of the tank is
from the liability associated with contamination,
there be a leak or release from the tank. PLIA has
providing coverage for owners of active heating ¢
since 1996 with the Heating Oil Pollution Liabili
Insurance Program.

Oil Heat Insurance Program Revenues and Expenditure

Source: OFM AFRS (Claims Payments provided by PLIA)

The program is a partnership with the heating oil
the state. Heating oil dealers imposed a fee of si
cent per gallon of heating oil sold to generate the
help fund the program. The program is the first o
in the nation. To be covered for a loss, the homex
simply registers the tank with PLIA. There is no
or additional charge to the homeowner. Some ins
companies that write homeowners coverage are
requiring homeowners to have PLIA insurance.
There are currently over 58,000 tanks throughout
registered with PLIA (2,400 new registrations were
processed in 2002). The program’s insurance pro
$60,000 coverage for cleanup of contamination fi
accidental releases of oil from active heating oil t
are registered with PLIA. The average cleanup c
costs less than $12,000. Since the program startec
processed over 600 claims and paid for cleanups
sites. In 2002 PLIA received over 100 claims a
out $1,073,080 in claim costs for insured heati

Undelground Storqge Tank

Commum@ Assistance Pr

USTCAP grants were provided in the early 1990
of USTs at remote and rural gas stations. Rural a
was defined as having no more than one other ret
of petroleum located within five miles. Each gre
limited to $150,000 of which no more than $75,00(
be spent on cleanup of contamination. By 1995,
112 sites were upgraded to meet federal and st
standards with cleanups conducted at 70 of thos



gh new grants are no longer being offered, PLIA
ble for the oversight of the original grant
Conditions of the grant included remaining as a
for 15 years, providing quarterly volume reports
nd being in compliance with federal and state
ations. In 2002 PLIA initiated a cooperative effort
epartment of Ecology to conduct UST

s, provide education, and review the requirements
t agreements with the current facility owner.

73 sites have been inspected and all sites in

d Central Washington have been evaluated. A

f the sites were in compliance and still are the

e of petroleum in their communities. The sites
10t in compliance were given a time period to

e needed activities and to date all sites that have
d are in compliance.

cial Assessment

ts programs are funded from the Pollution
surance Program Trust Account (Trust Account)
ating Oil Pollution Liability Trust Account.

IA nor any of its programs receive any State
und revenue. The main source of revenue for
ts programs is the Petroleum Products Tax, an
of 0.5 percent (fifty one-hundredths of one

the wholesale value of petroleum on the first
on into the state. The tax was collected between
30 and June 30, 1992, when the Trust Account

e statutory limit.

interest earned by the Trust Account has been
to the State General Fund and has amounted to
00,000.

of the Pollution Liability Insurance Program
yunt as of December 31, 2002 was:

ash Balance $18,106,143
0ss Reserve $ 2,352,350

rplus Reserve $ 8,000,000
nrestricted Trust $ 7,753,793

ccount Balance

g Oil Pollution Liability Trust Account is

1 through the fee paid yearly by heating oil

2002 the fees generated $426,552 in revenue.

s the administrative costs of the program and the
surance policy premium. The claim costs are paid
PLIA Trust Account.

).148 RCW requires that when the unrestricted

e of the Trust Account is $7,500,000 or less, the
1t of Revenue is notified and the Petroleum

is again collected. PLIA and its programs have

operated successfully and efficiently since 1992 w
Trust Account reached its legal limit. Since that ti
significant environmental cleanup has occurred, w
economic support in the way of affordable pollutio
was provided to the owners/operators of petroleum
However, given the number of sites that have been
up and the potential number of future claims, it ap
the statutory requirement to again collect the Petro
Product Tax may become a reality. On this or any
revenue issues, PLIA will act only after close cons
with all involved parties.

It is important to stress that the PLIA model has op
a remarkably low cost and efficient manner. In the
1990’s, most states adopted a petroleum tax to adi
issues, and those taxes have remained constantly i
Not only has the PLIA model saved millions on ins
premiums, it has saved even more millions by not
Petroleum Product Tax constantly in effect.

Internal Resource Assessmi

PLIA is required by statute to expire by June 1, 20
During the 2003-05 Biennium, PLIA will begin ex
the future possibilities of the agency with it’s value
stakeholders. The structure of the Heating Oil Poll:
Liability Insurance Program and possible statutory
will be a major emphasis.

PLIA is a small and efficient agency. There are ¢
full time equivalent (FTE) positions filled in Olym
of these 7 FTEs, including the Director and Deput
Director, are new to the agency within the past ye
with updates to the agency’s policy manuals, succe
planning and operations manuals will receive focus
attention during the 2003-05 Biennium. PLIA is ¢
to improvement in every aspect of its operations. I
accomplish this, PLIA has begun a process of maki
changes in the areas of staff training, information
technology, and office management. This initiativ
continue throughout the 2003-05 biennium. The e
results of this effort will be a better trained, better
and more efficient public workforce that will cond
agency operations in a manner that reduces the am
time required to conduct environmental cleanup, s
insurance claim processing, and reduces overall co

Mission Statement

The mission of the Pollution Liability Insurance A,
(PLIA) is to make pollution liability insurance avai
affordable to the owners and operators of regulated
petroleum underground storage tanks (USTs) and
tanks by offering reinsurance services to the insur
industry.



ponsible for:

e validity of required declarations of
sponsibility.

dvice and technical assistance regarding
anup requirements and related matters to the
operators of heating oil tanks.

e Underground Storage Tank Community
Program grants to ensure compliance with

d service requirements.

f the Department of Ecology (Ecology) and
ent of Licensing (DOL), ensure that owners
s of regulated petroleum USTs meet the
deral requirements of financial responsibility
ly work to improve risk and site UST

ethods and techniques to reduce the

osure of the State to unexpected and/or
0sses.

ims management structure to monitor and
ance companies in investigating, processing
pollution liability insurance claims.

and test alternative methods to determine
ive and efficient procedures for remediation
contamination.

e assessment and testing protocols to aid in
the extent of risk associated with and
remediation of oil releases from heating
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State of Washington
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e Maintain effective liaison with and provid
federal and state agencies and local jurisdi
with pollution liability insurance and fin
responsibility associated with regulated U
heating oil tanks.

Gm'dinﬂ Values

* STAFF: Our greatest asset is our staff. Wi
dedicated to their personal and profession
development. We support and encourage
involvement at all levels and in all aspects

e DIVERSITY: We actively promote the id:
diversity among our staff, in our contracti
our relationships with stakeholders. We a
and celebrate the value gained from a co
this ideal.

e SERVICE, QUALITY, AND PROFESS
As public employees and representatives
of Washington, we are committed to the hi
standards of ethical behavior, customer se
competency, and excellence.

e CLEAR AND HONEST COMMUNIC
We actively encourage clear and open co
at all levels, with all clients and stakehold
promotes honesty, accuracy, unity and pro:



