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Agency Mission

The mission of the Washington State Pollution Liability Insurance Agency (PLIA) is to make
pollution liability insurance available and affordable to the owners and operators of regulated
underground petroleum storage tanks (USTs) and heating oil tanks by offering reinsurance
services to the insurance industry.

Statistics for Calendar Year 2006:

» The average insurance premium per commercial UST site was $1,293 compared to
$3,100 in 1990.

* PLIA reinsured 2,083 commercial UST sites or 68% of insured tanks in the state.

* PLIA received 1,960 registrations for Heating Oil Pollution Liability Insurance, making the
total number of insured homes and businesses over 63,000 statewide.

* PLIA received over 230 claims and paid out over $1.7 million in claim costs for insured
heating oil sites.

Commercial UST Reinsurance Program

Owners of USTs are required by state and federal law to be financially responsible for corrective
action in case of an accidental release of petroleum. There are a variety of ways to demonstrate
financial responsibility. However, for most small businesses and local government entities, private
insurance is the only practical alternative. These UST owners are required to have $1 million
worth of insurance coverage.

PLIA makes pollution liability insurance available and affordable by reinsuring insurance policies.
As the reinsurer, PLIA pays for any losses over $75,000. This allows the insurance companies to
reduce insurance premiums. PLIA has paid out over $13.1 million at 187 PLIA reinsured sites
since 1990. It is estimated that the lower premiums saved businesses and local governments
over $3.8 million last year.

Heating Oil Pollution Liability Insurance Program

Heating oil tanks used for providing heat are not regulated like commercial petroleum tanks.
However, contamination resulting from a leak or spill must be addressed according to the state’s
cleanup regulations. PLIA has been providing coverage for owners of active heating oil tanks
since 1996 with the Heating Oil Pollution Liability Insurance Program. Tank owners register with
PLIA to receive up to $60,000 in pollution liability coverage. Some insurance companies that write
homeowners coverage are now requiring homeowners to have PLIA insurance. Since the
program started, PLIA has received over 1,400 claims and paid for cleanups at over 880 sites.



In response to increased program costs, PLIA changed the cleanup method used at heating oil
sites. This change resulted in a reduction of the average cleanup cost from $19,000 in 2003 to
$8,400 in 2006. Revenue to pay for the program is generated by a fee paid annually by heating
oil dealers. Legislation introduced by industry associations in 2004 increased the fee from .6
cents per gallon sold to 1.2 cents. The fee increase became effective July 1, 2004.

Underground Storage Tank Community Assistance Program

In the early 1990s, PLIA provided grants to owners of USTs at remote and rural gas stations to
upgrade their tanks. Each grant was limited to $150,000 of which no more than $75,000 could be
spent on cleanup of contamination. By 1995 USTs at 112 sites were upgraded to meet federal
and state standards with cleanups conducted at 70 sites. The 2005 legislature approved an
additional $1 million for grants. As of January 2007, PLIA has awarded a total of $404,506 in
grant monies for three sites in Okanogan County. It is anticipated that an additional $200,000 will
be awarded in FY 07 in Jefferson and Franklin Counties.

Financial Assessment

PLIA and its programs are funded from the Pollution Liability Trust Account (Trust Account) and
the Heating Oil Pollution Liability Trust Account. PLIA does not receive any State General Fund
revenue. The main source of revenue for PLIA is the Petroleum Products Tax (PPT), an excise
tax of 0.5 percent on the wholesale value of petroleum on the first introduction into the state. The
PPT is only collected when the unrestricted cash balance in the Trust Account falls below $7.5
million. The tax was not collected between July 1992 and July 2003. The tax was collected from
July 2003 through July 2004 and generated $30.2 million. The balance as of January is $33.1
million.

Revenue for the Heating Oil Pollution Liability Trust Account is generated by the 1.2 cents per
gallon fee paid yearly by heating oil dealers. The fee generated $626,327 in 2006. This revenue
covers the administrative costs of the program, the insurance premium, and a portion of the
cleanup costs. The remaining claim costs are paid out of the Trust Account.

Since 1991, $24.1 million in interest earned by the trust accounts has been transferred to the State
General Fund.

Statutory Authority

» Chapter 70.148 RCW, Underground Petroleum Storage Tanks — Creates a state financial
responsibility (pollution liability insurance) program meeting EPA standards for owners and
operators of underground storage tanks.

* Chapter 70.149 RCW, Heating Oil Pollution Liability Protection Act — Authorizes PLIA to
develop a program that provides pollution liability insurance for heating oil tanks.

* Title 374 WAC, Pollution Liability Insurance Agency— Agency'’s rules and operating
procedures.



