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This presentation will
review the following:

A What is a deductible?

A What is the difference between a
co-pay and deductible?

A What does moral hazard have to
do with deductibles?

Pennsylvania
Insurance Department
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Introduction
Deductibles



What is a deductible?

A Portion of the insured loss paid by the policy holder.

A The insured retains the risk of loss up to the amount of
the deductible; only losses more than the deductible are

passed on the insurer.




What Is the purpose of a deductible?

A Deductibles are a form of risk-sharing.

A Premiums are priced according to the amount of the
deductible.

A Reduces the frequency and severity of claims.

A Reduces investigatory costs for minor claims.




What Is the difference between a co -pay
and deductible?

A A deductible represents the portion of an insured loss paid by
the insured before they are he is entitled to recover from the
Insurer.

A A copayment is, sometimes:
A A requirement to pay a percentage of bills to a monetary
threshold (OK)
A A requirement to pay a percentage of bills to a monetary
threshold In addition to a deductible (NE, ND)
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What does moral hazard have to do with
deductibles?

A Ensures that both the insured and the insurer share
the Iincentive to prevent a loss.

A Reduce moral hazard because the insured must pay
the initial portion of any loss out of pocket.

A Encourage insured to exercise reasonable care in
protecting their property and avoiding excessive risk.

A Avoid unnecessary claims and reduces investigation

COsSts.
9
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How are deductibles imposed?

A Per-claim or occurrence deductible

A Aggregate deductible limited by year

11



How are deductibles calculated?

A Set dollar amount
A Percentage of insured asset or total loss

A A combination of a set dollar amount and percentage
of insured asset or total loss

12



How are deductibles collected?

A Paid by insured directly to service provider
A Deducted from the covered loss payment

A Reimbursed to insurer

13



The State Fund -Private Insurance Continuum

State Funds and Private Insurance are different mechanisms but can share some of the
same approaches.

Insurance. State Funds.

A Contract A Statutory

A Premium based A Participants
on individual pay the same
risk. fees

A Deductibles A Deductibles set
vary by by statute or

premium regulation




Contact Us

Address 1326 Strawberry Square | Harrisburg, PA 17120
Phone 877.881 6388
Web www.insurance.pa.gov
Social A Facebook | Pennsylvania Insurance Department
A X | @PAInsuranceDepartment
A LinkedIn | Pennsylvania Insurance Department

Pennsylvania
Insurance Department
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Indiana Department of Environmental Management

Project Background and Objectives

Compare state fund deductible and eligibility requirements

Research use and effectiveness of deductibles as compliance incentives

Provide data for states/territories exploring modifications to

eligibility/deductible structure of their fund

A State that Works
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Indiana Department of Environmental Management

Our Process

ATNLFyalaQa Ly T2NYI iadoyd starthly paista (0 =
A 33 responses
A AK, DC, HI, IA, @Rlo fund

A Expanded information request, results in a standard format
A 23 responses

A Combine information from both attempts, where possible
A 36 states/districts responded to one or both of the requests

A 31 of the 36 respondents have state funds

A State that Works
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Indiana Department of Environmental Management

Protecting Hoosiers and Our Environment Since 1986 A State that Works

Key Resultg Eligibility Criteria

Are all leaking UST releases automatically eligible for fund
coverage?

/ 17% Yes

839% No /
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Indiana Department of Environmental Management

N . . . . -
Protecting Hoosiers and Our Environment Since 1986 A State that Works

Key Resultg Eligibility Criteria

Do tank compliance requirements impact fund eligibility? (For example:
faillure to maintain release detection)

57% Yes




Indiana Department of Environmental Management

9 Protecting Hoosiers and Our Environment Since 1986

Key Resultg Eligibility Criteria

What are the eligibility requirements for your fund?

Tank registrationis curent || N -
All State Fund annual tank fees have been paid || :: -0
Compliance with state and federal tank regulations and for current permit ||| | EEGEGEGEGEGEE - o0
The release occurred during the State Fund's operation ||| RN 7 10%
Release was reported within a required imeframe || RN &1 :0%
The claimant is a named responsible party || NG 2o.40%

If participation is optional, participation in State Fund prior to release ||| NG 23.50%
Mo outstanding enforcement actions orviolations | 17.60%
All d elivery throughput fees have been paid [l 11.80%

All tank capacity fees have beenpaid [ 11.80%

7
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Indiana Department of Environmental Management

Protecting Hoosiers and Our Environment Since 1986

Key Resultg Eligibility Criteria

A State that Works
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Indiana Department of Environmental Management

Protecting Hoosiers and Our Environment Since 1986

Key Resultg Eligibility Criteria

How are claim eligibility requirements set?

Agency Policy - 13.60%

A State that Works
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Indiana Department of Environmental Management

A State that Works

Key Resultg Deductibles

Does your state assess a deductible ocpag?

A Combined responses from both requests
A 29 out of 31 states with funds have a deductible opey

A Deductible/cepay amounts range from $0 to $100,000 per occurrence
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Indiana Department of Environmental Management .

N . . . . -
Protecting Hoosiers and Our Envirenment Since 1986 A State that Works

Key Resultg Deductible Criteria

How Is the amount of the deductible determined?

Fixed dollar amount | 5. 20%
Business size of participant _ 31.60%

Compliance with state and federal tank
regulations and/or pemmit _ 15.80%
Type and age of tank ] 5.30%

Percentage of loss incumed . 5.30%

Amount of participation feespaid ] 5.30%



Indiana Department of Environmental Management

Protecting Hoosiers and Our Environment Since 1986

Key Resultg Deductible Criteria

How Is the deductible collected?

DedumF:-lemdeductedfrun'!theflrs.t _ 57 5Ot
reimbursement on claim
Deductible is paid by the claimant prior to fund
[
reim bursement _ S1.60%
L L ; ;
Deductlt:-lempan:lu-wpel;trlln'uethruu_,hpayn'uent _ 21.10%

Deductible i '
u |blE|§ assessed prior to fund - 15.80%
reimbursement

7
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Indiana Department of Environmental Management

Protectin ¢ Hoosiers an d Our Environment Since 1986 A State that Works

Key Resultg Deductible Criteria

How frequently Is the deductible amount reviewed or
updated?

9% Annually

30% N/A

9% There is not a mechanismto e

N

regulation, or policy is amended

2% Only when legislation,
review/update the deductible
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Indiana Department of Environmental Management

Protecting Hoosiers an d Our Environment Since 1986

Next Steps

A Project team discussion on trends, themes, and anomalies
A Draft discussion paper on conclusions

=
A Story Map on ASTSWMO Website ‘v

A State that Works



Indiana Department of Environmental Management
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Contact Information

Colleen Rennaker
Deputy Assistant Commissioner

Office of Land Quality

Indiana Department
of Environmental Management

Email:

A State that Works


mailto:CoRennak@idem.IN.gov

Mane'n g€s0es-unS8t at e Fu

The Ground and Surface
Waters Clean-up and
Response Fund

4

Christopher Fournier, Director, Division of Petroleum Management

MAINE DEPARTMENT OF ENVIRONMENTAL PROTECTION

Protecting Maineds Air, Land ang



Mal neos Fund Pr oc

AMaineds petroleum spil!l program
laws

A The Oil Discharge Prevention and Pollution Control Law,
38 M.R.S. A /%41-560

A The Oil Storage Facilities and Ground Water Protection
Law, 38 M.R.S. A /561-570-N

MAINE DEPARTMENT OF ENVIRONMENTAL PROTECTION www.maine.gov/dep

Taw



Mal neds Fund 1 s not
tanks:

A Maine DEP may use the Fund to pay all costs, including
without limitation personnel and equipment needed to
undertake oil spill response and clean-up activities
Involved in the removal of oil, and the implementation of
remedial measures, related to the discharge of oll,
petroleum products and their by-products.

* MAINE DEPARTMENT OF ENVIRONMENTAL PROTECTION www.maine.gov/dep



Cost Recovery

A Maine DEP is authorized to use the Fund to oversee and
pay directly for all required oil spill clean-up expenses.

A Maine DEP is required to seek cost recovery from the
responsible party unless the site is found eligible for
Fund Insurance.

MAINE DEPARTMENT OF ENVIRONMENTAL PROTECTION www.maine.gov/dep

Taw



Fund Insurance

How does it work?

A Owners or operators of both underground and
aboveground oil storage facilities can apply for Fund
Insurance when they have a spill (this includes
residential home heating olil tanks).

A Once approved, all eligible oil clean-up costs and third-
party damage claims are covered by the Fund subject to

MAINE DEPARTMENT OF ENVIRONMENTAL PROTECTION www.maine.gov/dep

Taw



Fund Insurance

How does it work?

A Eligible clean-up costs are covered on a per occurrence
basis up to $1,000,000 for underground tank spills and
$750,000 for aboveground tank spills

I Eligible costs can be paid either directly by the Maine
DEP on sites where Maine DEP takes the lead in
managing the clean-up; or

I The responsible party can choose to take the lead,
pay for the site to be cleaned-up in accordance with a
Maine DEP-approved plan and then submit a claim
for reimbursement from the Fund for eligible clean-up

Costs

MAINE DEPARTMENT OF ENVIRONMENTAL PROTECTION www.maine.gov/dep

Taw




Fund Insurance

Deductible Structure

A Deductibles are established in statute and have two separate
components; a standard deductible and conditional

deductibles.

A For aboveground storage tank spills, the standard deductible
schedule is based on the total capacity owned in-state.

It
W el

'

MAINE DEPARTMENT OF ENVIRONMENTAL PROTECTION www.maine.gov/dep

Taw




Fund Insurance

Deductible Structure

Aboveground Storage Tank Spills

Total aboveground oil storage Deductible
capacity in gallons owned by the
facility owner

Less than 1,320 $500
1,321 to 50,000 $2,500
50,001 to 250,000 $5,000
250,001 to 500,000 $10,000
500,001 to 1,000,000 $25,000
1,000,001 to 1,500,000 $40,000
greater than 1,500,000 $62,500

MAINE DEPARTMENT OF ENVIRONMENTAL PROTECTION www.maine.gov/dep

Taw



Fund Insurance

Deductible Structure

A For underground storage tank spills, the standard deductible
schedule is based on the number of underground storage

MAINE DEPARTMENT OF ENVIRONMENTAL PROTECTION www.maine.gov/dep

Taw



Fund Insurance

Deductible Structure

Underground Storage Tank Spills

Number of underground storage Deductible
facilities owned by the facility owner

1 $2,500

2t05 $5,000

6to 10 $10,000

11 to 20 $25,000

21 to 30 $40,000

over 30 $62,500

MAINE DEPARTMENT OF ENVIRONMENTAL PROTECTION www.maine.gov/dep

Taw



Fund Insurance

Deductible Structure

Mail neos deducti ble structure
conditional deductibles for failing to meet certain
compliance standards. These conditionals are set

In statute based on tank type.

MAINE DEPARTMENT OF ENVIRONMENTAL PROTECTION www.maine.gov/dep

Taw




Fund Insurance

Deductible Structure

Conditional deductibles for underground storage tanks include but are not limited
to:

$10,000 for failure to meet the compliance schedule in 38 M.R.S. A563-A,

For failure to pay registration fees, the deductible is the total of all past due fees.

$5,000 for failure to comply with applicable design and installation requirements
in effect at the time of the installation or retrofitting requirements for leak detection

$5,000 for failure to comply with the statutory overfill and spill prevention
equipment requirements and any rules adopted pursuant to that subsection;

$5,000 for failure to comply with the statutory monitoring, maintenance and
operating procedures for existing, new and replacement facilities, and any rules
adopted pursuant to that subsection; and

$10,000 for failure to report to the commissioner any of the statutory indications of
a possible leak or discharge of oil:;, and any rules adopted pursuant to that
subsection.

MAINE DEPARTMENT OF ENVIRONMENTAL PROTECTION www.maine.gov/dep

Taw



https://legislature.maine.gov/statutes/38/title38sec563-A.html
https://legislature.maine.gov/statutes/38/title38sec563-A.html
https://legislature.maine.gov/statutes/38/title38sec563-A.html
https://legislature.maine.gov/statutes/38/title38sec563-A.html
https://legislature.maine.gov/statutes/38/title38sec563-A.html

Fund Insurance

Deductible Structure
For aboveground oil storage tanks the conditional deductibles are:

$5,000 for failure to obtain a construction permit from the Office of the State
Fire Marshal,

$5,000 for failure to design and install piping in accordance with 38 M.R.S. A
570-K and rules adopted by the department;

$5,000 for failure to comply with an existing consent decree, court order or
outstanding deficiency statement regarding violations at the aboveground
facility;

$5,000 for failure to implement a certified spill prevention control and
countermeasure plan, if required,;

$5,000 for failure to install any required spill control measures, such as dikes;
$5,000 for failure to install any required overfill equipment;
$5,000 if the tank is not approved for aboveground use; and

$10,000 for failure to report any leaks at the facility.

MAINE DEPARTMENT OF ENVIRONMENTAL PROTECTION www.maine.gov/dep

Taw


https://legislature.maine.gov/statutes/38/title38sec570-K.html
https://legislature.maine.gov/statutes/38/title38sec570-K.html
https://legislature.maine.gov/statutes/38/title38sec570-K.html

Fund Insurance

Deductible Structure

For aboveground residential heating oil supply tanks, the deductibles
are:

$150 for failure to install the facility in accordance with rules adopted by
the Maine Fuel Board and in effect at the time of installation;

$250 for failure to comply with the rules of the Maine Fuel Board,;

$250 for failure to make a good faith effort to properly maintain the
facility; and

$500 for failure to notify the department of a spill.

MAINE DEPARTMENT OF ENVIRONMENTAL PROTECTION www.maine.gov/dep

Taw




Fund Insurance
Deductible Payment

Deductible payment is typically achieved by either withholding the total
deductible amount from any subsequent eligible cost reimbursement
claim; or

If the Maine DEP has taken the lead in the clean-up, an invoice for the
total deductible amount will be sent to the responsible party that has
been approved for Fund Insurance.

Payment of the assigned deductible is a condition of Fund coverage. If
the responsible party fails to do so within 180 days of receiving an
Invoice, the Department may seek cost recovery from the responsible
party of all costs incurred by the State in the removal, abatement and
remediation of the discharge for which coverage was sought.

Statute grants Maine DEP lien authority as a tool for cost recovery

MAINE DEPARTMENT OF ENVIRONMENTAL PROTECTION www.maine.gov/dep

Taw




.

Contact:
Christopher.G.Fournier@maine.qov

https://www.maine.qov/dep/spills/petroleum/index.html

https://www.maine.gov/dep/spills/groundwater/index.html

www.maine.gov/dep

Taw
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Pennsylvania
Insurance Department

Underground
Storage Tank
ndemnification
Fund

Overview of Operations, Eligibility and Deductibles




This presentation will:

"

Provide an overview of USTIF

Explain how USTIF makes
eligibility determinations

Explain USTIF deductibles

Review how the amount of
deductibles are determined

Pennsylvania
Insurance Department
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USTIF in a Nutshell




USTIF Program
Background.

A Began operations in Feb. 1994
A Overseen by a 14-member Board
A Staff of 6 plus third-party administrator
A Covers USTs, HOTs (3K gallons+) and
certified tank installers
A Claims since 2/1/1994:
A 7,849 owner/operator claims,
A 41 Tank Installer Indemnification
Program (TIIP) claims
A Claims Currently Open:
A 689 owner/operator claims,
A 2 TIIP claims
A Average time to close 6 years

"

Pennsylvania
Insurance Department




USTIF Claim Limits

A Corrective Action/Third Party Claims-
$1.5 million per occurrence

Annual aggregate of:
A $1.5 million for each owner/operator of 100 USTs or less; or

A $3 million for each owner/operator of 101 USTs or more, up
to the total of $1.5 million per tank per occurrence or the
total eligible costs or damages

A TIIP Claims- $1.5 million per occurrence

Annual aggregate of:

A $1.5 million for certified tank installers who perform 100 or
fewer installations or major modifications; or

A $3 million for certified tank installers who perform more
than 100 installations or major modifications

Pennsylvania
Insurance Department

"




OPEN USTIF CLAIMS
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Total Claims by DEP Region

915 990 1,357

NORTHWEST NORTHCENTRAL NORTHEAST

SOUTHWEST SOUTHCENTRAL SOUTHEAS

1,520 1,442 2,025

F Pennsy Ivania
. Insurance Department
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USTIF Financial

Background

A Current balance $512 million
A Annual Fee Income $55 million
A Annual claim expenditures $30.3
A Actuarial liabilities $243 million
A $1.2 billion in benefits paid
A $234, 289 average claim cost
A $187 million in allocations to DEP since
transfers began
A HOT removal grants
A State Led UST Corrective Action,
Including Catastrophic Releases
A DEP Enforcement and Investigation
costs ($7 million per year)

Pennsylvania
Insurance Department

"




USTIF Fee Structure

A UST Fees:
A Capacity Fee ($0.0825 per gallon)
A Gallon Fee ($0.011 per gallon)

A TIIP Fees
A Annual Fee ($1,000)
A Tank Removal Fee ($15)
A Major Tank Modification Fee ($50)
A Tank Installation Fee ($50)

Pennsylvania
Insurance Department

"




USTIF Deductible Structure

A Corrective Action Claim - $5,000 per tank per
occurrence

A Third Party Claim - $5,000 per tank per occurrence
A TIIP Claim- $5,000 per tank per occurrence

The Fund may pay the entire claim and seek

reimbursement of the applicable deductible from the
participant

Pennsylvania
Insurance Department

"




Total Fund Balance as of 1Q
$600,000,000

$500,000,000

$400,000,000

$300,000,000

$200,000,000

$100,000,000

$0
2019 2020 2021 2022 2023 2024 2025 2026



USTIF Statement of Actuarial Claim Liability
as of 1Q

$1,000,000,000

$800,000,000

$600,000,000

$400,000,000

$200,000,000

$(200,000,000)

$(400,000,000)

m Actuarial liability for estimated unpaid claims ® Funds Balance restricted for Underground Storage Tank Indemnification ® Fund Balance Available (Unavailable) for Future Claims

$(600,000,000)
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USTIF Eligibility
Requirements




How Eligibility
Requirements are Set.

Statutory Requirements.
Regulatory requirements

promulgated under statutory
authority.

F Pennsylvania
. Insurance Department




Claim Eligibility Requirements

All current capacity The participant
and throughput fees : . obtained the
: : registered (Section :
are paid (Section necessary permits
705 fees) 503) or certifications

Claimant is the
owner, operator or
installer of the tank

The UST is properly

The participant .
The release cooperates as The participant met

occurred on or after defined in USTIE the 60-day reporting

February 1, 1994 regulations requirement

Pennsylvania
Insurance Department

"




Claims Denied by Eligibility Requirements

"

Pennsylvania
Insurance Department

. 33% Release occurred
prior to 2-1-94

. 1% Tank was not
registered with DEP

. <1% Claimant was not
the Owner/Operator

21% Multiple Reasons

Total Claims 7,849

392 . 13% Fees to the
USTIF were not
paid

Lack of
cooperation

% New release not
documented
Not reported

within 60 days of
discovery

Total Denied 1,188




USTIF Annual
Actuarial Review




A Reviewed annually to ensure
USTIE t hat |t | S ﬁactua_ri
: € based on an esti

Deductibles average cost of taking

corrective action due to a

sudden or nonsudden release

from underground storage tanks

I n thi s Commonweal

A Cannot fdAset a dedu:d
amount lower than $5,000 per
tank per occurrenc

A Reduced from $10,000 to $5,000
In 1995

Pennsylvania
Insurance Department

"




USTIF Financial Decisions
Supported by Actuary Review

AClaim deductibles

AThroughput Fees

ATank Registration Fees

ACapacity Fees

A Certified Company Fees

A Certified Company Activity Fees

A Availability of DEP Allocations

A Availability of USTIF Upgrade Loan Program



