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Douglas M. Beech, Chairperson

Board Members: Michael L. Fagerskd " Joseph D. BarryDawn - W. Johnson
MEMORANDUM
TO: UST BOARD MEMBERS
FROM: SCOTT SCHEIDEL
SUBJECT: 28E AGREEMENTS
DATE: July 20, 2012

Scott M. Scheidel, Administrator

Karen E. Andeweg

Jeff W. Robinson

There is a total of (28) 28E agreements that the Board has entered into since the inception of the
Program. They are as follows:

Toll Free: 877-312-5020

28E AGREEMENT FISCAL 2012 EXPENDITURES
*1. Dept of Revenue & Finance — fee for EPC collections $9,779.84
2. DNR - registration of groundwater professionals $0.00
3. DNR - site mapping project with lowa State University $0.00
4. DNR - SCR technical review assistance $0.00
5. DNR - LUST trust funds — Shenandoah/Council Bluffs $0.00
6. DNR — automation of ability to pay system $0.00
7. DNR - EPA flood impact study $0.00
8. DNR - part time staffing for computer system development & input $0.00
9. Attorney General’s Office — Board & Cost Recovery Counsel $0.00
10. DNR - RBCA implementation assistance & staff training $ 0.00
*11. DNR - UST closures $0.00
12. DNR - Database integration $0.00
13. DNR - assistance in administering RBCA processes $0.00
*14. Attorney General’s Office — Board & Cost Recovery Counsel $ 87,384.76
15. DNR - assistance for UST Section (FY05) $0.00
16. DNR — assistance for UST Section (FY06) $0.00
*17. DNR — Double Circle FS CRP for 2 LUST sites $29,621.20
*18. DNR - City of Sioux City agreement (potential pymt to City of $1.75M) $0.00
19. DNR - Temporary FTE for report reviews (Jan-Jun 2006) $0.00
20. DNR - assistance for UST Section (FY07) $0.00
*21. DNR - Limited NFA for 3 Sites $0.00
22. DNR - FY08 UST Section Funding $0.00
*23. DNR — NFA Agreement (455G.9(1)(k)) $174,254.04
24. DNR - FY09 UST Section Funding $0.00
*25. DNR - Plume Study Agreement $0.00
*26. DNR — Legal Staff Position Funding $0.00
*27. DNR - FY'10 (multi-year) UST Section Funding $ 200,000.00
28. ISU - UST Operator Data Management System $0.00
* Denotes ongoing agreements; all other agreements have been completed.
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Fiscal Year 2012 Goals Summary
Claims Closures
e Close 165 claims by the end of the fiscal year; actual result was 132 claims closed in FY 2012
e Have 100 Corrective Action meetings by the end of the fiscal year; actual result was 57 meetings held in FY 2012
e Jointly evaluate sites with DNR to identify potential sites for State Lead projects such as the Closure Contract project or CRPs.
Following review of eligible sites in F'Y 2011, work began on identifying potential sites for the State Lead Closure Contract project.

Both the DNR and Administrator staffs examine the lists to identify possible sites and while a several letters have been issued, only a
few responses have been received. Cost recovery issue seems to be main obstacle.

Short/Long Term Solvency

e Continue RBCA evaluation/calibration work with DNR. In FY 2012, DNR lead on the prior Vapor Intrusion workgroup indicated the
group may restart to examine the draft and pending USEPA Vapor Intrusion Guidance, to be released in November 2012.

September 2011 December 2011 March 2012 June 2012
Closed Claims 37 closed 10 closed 2Q--47 closed YTD 29 closed 3Q—76 closed YTD 56 closed Q4—132 closed YTD
6 new/reopened 4 new/reopen 2Q--10 YTD 9 new/reopen 3Q—19 YTD 5 new/reopen—24 YTD
CA Meetings 9 Completed 16 Completed 2Q--25 YTD 15 Completed 3Q—40 YTD 17 Completed 2Q—57 YTD
0 New MOA 1 New MOA 2Q--1 YTD 2 New MOA—3 YTD 1 New MOA—4 YTD
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IOWA UST FUND PROGRAM
FISCAL YEAR 2013 GOALS DISCUSSION

A. ISSUES FROM LAST YEAR
B. GETTING PROGRAM TO CLOSURE

e Setting number or percentage goals
o Claims closures
= Historical
= Effecting Acceleration
o Corrective Action meetings
= CADRs
e Setting activity goals
o Rule changes
o Reserve reviews
e Process Improvements
o DNR Coordination (NFA, new openers)
e Consider Board/DNR led sites
o Claim eligible
o Consider Eligibility Issue Claims
e Loss Portfolio Transfers

C. MAINTAIN SHORT AND LONG TERM SOLVENCY
e (Cash flow—revenue and expenses

DNR Coordination
e Establish longer term trust fund for DNR (re: No RP, NFA, etc.)

D. LEGISLATIVE INITIATIVES
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Douglas M. Beech, Chairperson Scott M. Scheidel, Administrator

Board Members: Michael L. Fitzgerald Joseph D. Barry Eric W. Johnson Karen E. Andeweg
Chuck Gipp Dawn M. Carlson Jeff W. Robinson
MINUTES
IOWA COMPREHENSIVE PETROLEUM UNDERGROUND STORAGE TANK FUND
PROGRAM
May 24, 2012

COMMISSIONER’S CONFERENCE ROOM

IOWA INSURANCE DIVISION, 330 EAST MAPLE STREET
DES MOINES, IOWA

Douglas Beech called the lTowa UST Board meeting to order at 10:04 A.M. A quorum was present,
with the following Board members present:

Joseph Barry
Jake Friedrichsen (for Michael Fitzgerald)

Karen Andeweg
Dawn Carlson

Also present were:
David Steward, Attorney General’s Office

Scott Scheidel, Administrator
Veme Schrunk, Towa Department of Natural Resources

APPROVAL OF PRIOR BOARD MINUTES

Mr. Beech inquired if the members had reviewed the minutes and if there was any items for discussion.
Mr. Friedrichsen noted he was not present, as indicated, at the April 27, 2012 meeting. Mr. Beech
noted the correction and asked for a motion. Mr. Friedrichsen motioned to approve the minutes of the
April 27, 2012 meeting, and Mr. Barry seconded the motion, and by a vote of 5-0, the minutes were

approved.

CLOSED SESSION

Mr. Beech noted there were no matters dealing with litigation for discussion in closed session pursuant
to Iowa Code Chapter 21.

PUBLIC COMMENT
Mr. Eldon Meyer of K&H Oil and Mr. Tom Draur of Barker Lemar Engineering Consultants noted
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they were present to answer questions regarding proposed Board reports should any questions arise.

BOARD ISSUES

A. Legislative Issue Discussion

Mrt. Scheidel provided an update on the legislative session noting that the 2012 session adjourned
on May 9, 2012. The session produced one significant change for the lowa UST Fund Board
that had been discussed in the prior meetings. Mr. Scheidel noted the change would add one
additional public member and one additional petroleum marketer both of which would be
appointed by the Governor’s office. Mr. Scheidel noted that legislation would be in effect on
July 1, 2012 and that the Governor’s office would make the appointments after that date.

B. DNR Update
No report was presented by the DNR representative.

Mr. Scheidel noted that Ms. Douskey, the UST Section Supervisor, had sent out information
regarding the Notice of Intended Action mentioned in last month’s meeting regarding a proposed
rule change which would outline options available to the Department for addressing legal
matters. Mr. Scheidel noted that the comment period remains open through August 17, 2012 and
noted that the proposed rules would seem to have little direct effect on matters pertaining to the

Board.

PROGRAM BILLINGS

Mr. Scheidel presented the current monthly billings to the Board for approval.

1 Bt 4 N T e R S ST URORUIR CUPUC S $97.,608.00
Consulting Services for July 2012 -- $58,608.00
Claims Processing Services for July 2012 -- $39,000.00

2. Iowa Attorney General’s OFfI08.. .. coueirisiisisimsisiisssisnnsmsssssmsassissssant $5,757.34
Legal Services provided for Underground Storage Tank Program
April FY2012 Billing

3. Iowa Department of Revenue
January — March FY2012 -
Environmental Protection Charge Collection Billing..........ccocccrcruunnns $4,501.75

In a motion by Ms. Andeweg and a second by Ms. Carlson all billings were approved by a vote
of 5-0.
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MONTHLY ACTIVITY REPORT

Mr. Scheidel noted that the April activity report was included in the packet, and noted the trend
continues downward for remedial, ILO, and global claims, while the number of retroactive
claims has remained somewhat steady albeit low. Mr. Scheidel noted that the number of Class A
& B UST Operators trained has also increased by 10 in the past month. Mr. Scheidel inquired on
status of the Class C Operator training, and Mr. Gastineau noted two public entities had signed
up to use the new lowa UST Operator Data Management System and to take the Class C training
now offered through the lowa State University project.

Mr. Scheidel noted there was nothing of significance in the financials, but did note that the one
remaining action to be taken was the close out and transfer of the funds from the Revenue Fund

to the Unassigned Revenue Fund.

ATTORNEY GENERAL’S REPORT

Mr. Steward noted there was no report to be presented.

CLAIM AUTHORITY

Mr. Gastineau presented the following claim authority requests:

1. Site Registration 8609205 — K& H Coop, Corwith, IA (2"d Board Report)

Mr. Gastineau presented information noting the site is classified high risk for the water line and
vapor pathways, and noted that a vapor extraction system was installed in 2011 as a result of a
report of vapors in the adjacent building. It was noted that since the system was installed there
have been no new reports of vapors. Mr. Gastineau stated a recommendation has been made to
expand the system to provide for the removal of water as the neighboring business cannot install
a sump pit without potentially creating a vapor pathway and to provide a greater level of vapor
control. Mr. Gastineau noted concerns as no sampling has been performed within the structure
or under the structure, it may be difficult to assess when the system has succeeded in its mission.

Mr. Gastineau noted the present claim reserve is $200,000, with costs incurred to date at
$146,692.86. Projected costs for the system, operation, and monitoring are in the range of
$85,000 to $150,000+. Mr. Gastineau requested an additional authority for work at the site be

increased by $125,000.

Mr. Gastineau noted this site is a rather unique situation that has not been seen very often but
offered information on a similar site in Clear Lake, IA. For that site, petroleum contamination
had impacted a neighbor’s business and it was noted when the neighbor had installed a sump
pump to control water intrusion, the Board had approved funding to vent the sump pit and to
treat the contaminated water collected in the sump prior to its discharge to the environment. Mr.

o
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Gastineau noted that should a similar action be required for this site, it was expected that the
costs would similarly be considered reimbursable. He also noted that in consideration of the plan
submitted, the Department had scheduled a meeting for June 2012 to discuss the matter and
determine what is required to meet Department goals and if the system as proposed is needed to
address the contamination that is or may be present at the site.

Mr. Beech noted his concerns of the proposal and requested Mr. Thomas Draur of Barker Lemar
Engineering Consultants provide more information on what the proposed system included and its
intended purpose. Mr. Draur noted that in their 2010 proposal, they designed a vapor control
system to alleviate the immediate concerns of potential vapors in the neighboring structure and
noted that as work was completed to install the system, soil contamination was noted at depth in
direct proximity to the neighbor’s building. He also noted that following the installation vapors
were initially detected in the exhaust stream however levels did diminish over time. He also
noted that the proposed system was intended to lower the water table under the neighbors
building and allow the venting operation to remediate any soil contamination that may be

present.

Ms. Carlson asked if the funding request was sufficient and Mr. Gastineau stated with the
proposal presented, and the options being explored, it would appear so. He also noted that the
funding request was intended to cover the proposed system installation, utility costs, operation
and maintenance of the system and any monitoring that may be required. Ms. Carlson asked
about the target levels and questioned if the levels were equal to providing a comfort level that
allows people to work noting that the adjacent property had to be evacuated in the past. Mr.
Gastineau noted that the Department’s risk based corrective action (RBCA) standards are health
based and meant to provide protection to human health and safety, and noted that to date, no
samples had been collected in the basement or beneath the basement structure to indicate
elevated levels of contamination. Mr. Gastineau noted that due to that lack of data, the need for
the expanded remediation could not be fully determined however it was expected and reasonable
that the Department may require sampling of the media to determine that purpose.

Mr, Meyer noted that during the prior work to install a sump pump in the neighbor’s building,
vapors were encountered after the basement floor was breached and that those present were
evacuated due to the odor and sudden onset of illness. He also stated he had visited the property
while the pit was open and that he too, could not endure the odor that emanated from the pit and
a decision was made to seal the hole as soon as possible. Mr. Meyer noted that while outside
sampling may not indicate contamination target levels are exceeded, vapors were clearly present

in that pit and must be addressed.

Ms. Andeweg inquired if the vapors in the basement create a public health risk. Mr. Scheidel
noted that that is the question as no sampling has been conducted to determine what the levels
may be at this time, Ms, Carlson inquired as to whether tests were to be done to determine if the
basement safe to work in and it was noted sampling was needed to determine that issue. Mr.
Meyer noted that since the control mechanism was installed, he has had not further reports of any
vapors. Mr. Meyer also inquired of Mr. Gastineau'’s visit to the site in the past week and Mr.
Gastineau explained his visit was to view other LUST sites in the area, but also to view this site,
visit with local resources and to obtain pictures of the facility however it was noted that he did



not visit with the neighbors nor did he enter the neighbor’s building. Ms. Carlson inquired as to
why such a visit was completed and Mr. Gastineau noted that he visits sites to both view the sites
and to verify work, noting that the State Auditor’s office expects such visits be completed as part
of the overall invoice verification process

Mr. Beech noted that other concerns were also present, such as potential third-party liability and
the Board’s function in providing benefits noting that the Board must weigh the options and its
obligations. Mr. Beech noted that the Board needs to be careful as the Board did not cause the
release nor did the Board create the problem with the neighbor. Mr. Beech noted his concern that
personal responsibility by those who own the contamination must be considered and noted he
had questioned if the Board may be doing too much, however he noted with the information
provided by Mr. Draur he believes the prudent approach may now be in consideration. Mr.
Beech stressed that the third party liability issue posed a concern.

Ms. Carlson noted that she too had the same concern noting that if benefits are not provided in a
timely manner if the Board members themselves incurred some liability and if the responsible
party is unable to fund the cleanup or if the fund doesn’t cover third party liability, could the
responsible party incur additional liability. Mr. Beech noted the Board has a responsibility to
review each case individually looking at what is eligible and what may not be. Mr. Scheidel
noted the Board must consider what is required by the Department, noting that if statutory
requirements are met, the Board’s statutory obligations are complete. Mr. Beech noted from a
Casey’s perspective that in some instances if third parties are not satisfied with what the
Department requires, that they are likely to visit with his firm. He noted that such a concern is
not a matter for the Board noting that if one’s operation contaminates someone’s property that
that would be their own issue not that of the Board. Mr. Beech also noted that in this case, the
matter at hand seems to be in a gray area, and his opinion is that the Board is meeting its
obligation but at the same time not accepting what is not the Board’s duty regarding potential

third party liability.

Mr. Meyers noted his visit to the Board today was to provide input on the proposal recently
submitted by his consultant. He noted that in the minutes for the last meeting which included
this site that it had mentioned that both vapors and groundwater were a concern, and that the
initial system was installed to address the vapors and that the proposed system was intended to
address the groundwater contamination. Mr. Meyers noted that under the Department process
sites could be classified high risk, low risk, or no action required and proposed a new
classification be created for imminent concerns. Mr. Meyers noted that he is pleased with the
current proposal and is not overly concerned with the length of time that treatment would be
required. Mr. Draur again noted that the system was intended to treat the groundwater and
would remediate the soil as it was exposed. He noted that as the contaminant levels are not
presently known, the time needed to remediate the site is also uncertain however he expects that
remediation would not require an extended effort. Mr. Meyers also noted that since the original
intent was for the neighbor to install a sump, he would expect that the neighbor would pay for
the discharge if a charge was incurred in the future.
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Ms. Carlson thanked all for their input and noted that the information presented seems logical
and as such, motioned to approve the recommendation as submitted; Mr. Friedrichsen seconded

the motion. The measure passed on a vote of 5-0.

Mr. Beech noted that while the situation may be a bit odd, he also noted that many of the claims
being addressed are rather old as they pertain to releases that occurred at least 22 years ago and
noted that with the restrictions and guidelines placed on the program work in not always handled
in an expeditious manner. He also noted that the Board has an obligation to assist with the
cleanup of sites but must also keep in mind the balance of using of public funds in a manner

consistent with the program.

2. Site Registration 8600668 — Cy’s & Charley’s Inc., Independence, IA

Mr. Gastineau presented information noting the site is high risk for the groundwater ingestion
pathway due to proximity to one drinking water well, also noting that the contaminant plume
covers a small area and that a recommendation has been made to install a vapor extraction and
air sparge system. The consultant expects that the system will operate for one year however Mr.
Gastineau noted with past experience, funding is being requested for system operating costs for
up to three years to be followed by post-remediation monitoring.

Mr. Gastineau noted the present claim reserve is $85,000, with costs incurred to date at
$25,656.96. Projected costs for the system, operation, and monitoring were in the range of
$75,000 to $125,000. Mr. Gastineau requested total authority for work at the site be increased
to $125,000.

Mr. Beech inquired as to why a well would be present in a municipal area. Mr. Gastineau noted
the well was used for industrial purposes and while the owners could connect to public water
there was no requirement that they do so. Mr. Beech asked if there was any further questions
and hearing none, asked for a motion. Ms. Andeweg motioned to approve the recommendation
and Ms. Carlson seconded the motion. The measure passed on a vote of 5-0.

3. Site Registration 8607462 — Daniel Grothus Property, Bettendorf, IA (2" Board
Report)

Mr. Gastineau presented information noting this to be the 2™ Board report for this bedrock site
classified high risk for groundwater contamination in proximity to multiple drinking water wells
and low risk for the protected groundwater source. Mr, Gastineau noted that free product is also
present and that a recommendation has been made to use high vacuum extraction (HVE) events
to remove the product and remediate the groundwater contamination. It was also noted the site
might be reclassified to low risk following clarification on the status of nearby drinking water
wells. Mr. Gastineau also noted that excavation would not be possible due to the presence of

shallow bedrock.



Mr. Gastineau stated the claim reserve is $175,000, with costs incurred to date at $162,881.78.
Prior Board approval was given for costs up to $150,000. Projected costs for the vacuum
extraction events, Tier 3 work and future monitoring are in the range of $50,000 to $150,000+.
Mr. Gastineau requested total authority for work at the site be increased to $250,000.

Ms. Andeweg inquired as to why private wells are located in an urban area. Mr. Gastineau
noted that the community does not have a publicly owned water system for residents use nor
does an ordinance exist which would require residents to use the services of the private water
company which serves the area. Mr. Beech asked about the status of the wells and Mr. Gastineau
responded noting that the wells are presumed abandoned however confirmation is needed to
verify the status as the Department’s database on well information may not be entirely up to date.

Ms. Andeweg also asked about the bedrock features. Mr. Gastineau responded noting that
bedrock was as shallow as three feet in some areas, and Mr. Scheidel noted that due to the
fracturing of bedrock, the contamination was likely present within the bedrock thus making it

difficult to remove.

Mr. Beech noted a continuing concern with the public scenario of funding cleanups in areas were
water is readily available and indicated that the Board may wish to discuss the matter further
with the Department representatives as to what options might be possible. Mr. Scheidel noted
options may exist however in the short term benefits are needed so as not to punish the claimant
and hinder work at a site. Mr. Andeweg asked if the well issues involved the entire metropolitan
area, and it was noted that it does with the exception of the City of LeClaire. Mr. Scheidel noted
the Board had funded an lowa-American Water Co. water line to the City of LeClaire in
response to an impact in the local water wells and the City had, as part of that project, adopted an
ordinance requiring use of the water system. Mr. Scheidel noted Iowa-American Water Co. had
refunded the Board following the project as more people joined into the system as the line
provided the opportunities was new land development along the route.

Mr. Beech asked if there were any further comments and if someone wished to make a motion on
the matter. Ms. Carlson motioned to approve the recommendation and Ms. Andeweg seconded

the motion. The measure passed on a vote of 5-0.

4. Site Registration 9117417 — Former East End Grocery, Melcher, IA

Mr. Gastineau presented site information noting the high risk classification for the vapor
pathways due to proximity to basements and sewers. Mr. Gastineau noted groundwater
contaminant levels have declined below the target levels but noted that soil gas testing has
repeatedly failed in the former tank basin area and as a result, a recommendation has been made
to excavate the soils. Mr. Gastineau noted the excavation would be limited due to the size of the
property but could be adjusted depending upon what is discovered in the field, and noted if
successful should result in the site achieving a NAR classification following a period of post-

excavation monitoring.

Mr. Gastineau noted the present claim reserve is $100,000, with costs incurred to date at
$47.995. Projected costs for the excavation, post-excavation monitoring and future well closure
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are in the range of $50,000 to $100,000. Mr. Gastineau requested total authority for work at the
site be increased to $125,000.

Ms. Carlson inquired as to what options might exist if the contamination extended beyond what
was anticipated. Mr. Gastineau noted if the excavation would likely stop unless the authorization
was obtained to dig into the roadway or onto the neighbors residential property.

Mr. Beech asked if there were any further questions on the matter and hearing none asked for a
motion on this matter. Mr. Friedrichsen motioned to approve the claim authority, and Mr. Barry
seconded the motion. The measure passed on a vote of 5-0.

4. Site Registration 8608713 — Midway Oil, Indianola (2" Board Report)

Mr. Gastineau presented information noting the site is presently classified high risk for the vapor
to enclosed space pathways and noted that in 2003 an excavation had been completed to remove
contamination from those areas which were accessible given the placement of the operating UST
systems, buildings, and utilities, and noted a remediation system had operated for 5 years with
limited success due to tight soil properties. Mr. Gastineau noted a recommendation has been
made to use an innovative technology, called Trap & Treat, which will be injected into the plume
to promote biodegradation and enhance destruction of the contaminants. Mr. Gastineau noted
that one treatment is projected.

Mr. Gastineau noted the present claim reserve is $525,000, with costs incurred to date at
$408,133.54. Projected costs for the injections with monitoring to follow are in the range of
$100,000 to $150,000. Mr. Gastineau requested additional authority of $125,000 for total

authority to $550,000.

Mr. Gastineau noted that this technology is relatively new however has been used in other states.
Mr. Binning of Seneca Environmental Services was asked what assurance could be made on
success of the technology, and noted that he has to rely on the statements of the manufacturer but
believed the product would be useful at the site. Mr. Beech noted his interest and willingness to
approve the project making a motion to approve the recommended authority. Ms. Carlson
seconded the motion, and the measure passed on a vote of 5-0.

& Site Registration 8603003 — Iowa Oil Company, Le Mars, IA

Mr. Gastineau presented information noting the site is presently classified no further action with
free product, as free product remains in one monitoring well near a former pump island location.
Mr. Gastineau noted the free product location is now beneath a street due to a roadway
expansion thus, excavation would not likely be possible without significant risks and costs.

Mr. Gastineau noted costs for free product recovery and reporting using the hand bailing method
are less than $10,000 per year, but with concern that free product may persist for many more
years the consultant has recommended using high vacuum extraction to enhance recovery to be
followed with continued hand bailing if needed.



Mr. Gastineau noted the present claim reserve is $100,000, with costs incurred to date at
$85,940.46. Projected costs for the continued monitoring and well closure are in the range of
$10,000 to $25,000. Mr. Gastineau requested total authority for work at the site be increased to

$100,000.

Ms. Carlson motioned to approve the claim authority, and Ms. Andeweg seconded the motion.
The measure passed on a vote of 5-0.

6. Site Registration 8606845 — Molo Oil Company, Waverly, IA (2" Board Report)

Mr. Gastineau presented information noting the site is presently classified high risk for the water
line pathway and low risk for the protected groundwater source pathway, and noted that further
evaluation was needed in an attempt to define the contaminant plume in the direction of the
water main and then to complete a modified evaluation to show that the water main will not be
impacted. Ifit a risk cannot be ruled out, an excavation or water line replacement may be
completed. Since the site is also low risk for the protected groundwater source pathway, the
excavation would hopefully assist in addressing that risk. Mr. Gastineau noted the alternative
may also be to consider an institutional control for the protected groundwater source pathway.

Mr. Gastineau noted the present claim reserve is $200,000, and that prior Board approval has
been given in October 2006 for costs up to $115,000. Mr. Gastineau noted the costs incurred to
date are at $123,187.46. Projected costs for future work are in the range of $50,000 to
$100,000+. Mr. Gastineau requested an additional $100,000 in authority for total authority for

work at the site to $215,000.

Ms. Carlson motioned to approve the claim authority, and Mr. Friedrichsen seconded the motion.

The measure passed on a vote of 5-0.

S Site Registration 8606939 — City of Atlantic, Atlantic, IA

Mr. Gastineau presented information noting the site is presently classified low risk however a
recommendation is pending to reclassify the site high risk due to presence of water lines with
gaskets in proximity to the contaminant plumes. Mr. Gastineau noted that under the recent rule
changes, the water lines would now be considered high risk receptors however some questions
remain which when answered may allow the water line pathway to be given a NAR
classification. Mr. Gastineau noted that in that event, the remaining pathway would be the
protected groundwater source and noted that groundwater contaminant levels are relatively high

thus the consultant has recommended an excavation to remove contamination in the source area.

Mr. Gastineau noted that following the excavation, monitoring would be required for one to two
years to assess the effect of the excavation.
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Mr. Gastineau noted the present claim reserve is $75,000, with costs incurred to date at
$55,761.33. Mr. Gastineau noted the costs projected costs for future work are in the range of
$30,000 to $100,000+. Mr. Gastineau requested total authority for work at the site to $140,000.

Mr. Beech inquired the effect an ordinance would have on the site. Mr. Gastineau noted if an
ordinance is passed prohibiting the installation of private wells the site could indeed be given a
NAR classification for that pathway, however to date the City of Atlantic has not done so. Mr.
Gastineau noted that contacts have been made in the past with the City and with Cass County
however an ordinance has not yet been developed. Mr. Beech noted his frustration that without
such an ordinance, activities at these sites could cost the State thousands of dollars.

Mr. Andeweg inquired on the water lines in question as it relates to the protected groundwater
source. Mr. Gastineau noted that the risk to the water lines is a relatively new issue, and for this
site the concern is not the water lines themselves, but the junction point where the service line
and main intersect. The question has been presented to the Department as to whether that single
gasket creates a risk and then if that risk is associated with the main or service line as different
target levels apply. Mr. Gastineau noted that the protected groundwater source is a conceptual
risk in that someone could install a well within the area of the contamination. Mr. Beech
inquired as to whether a property specific restriction might work however in discussion with the
consultant, Mr. Thomas Draur, it was noted that the projected plumes touch several properties
and in order for a restriction to apply, each property would need to have a restriction placed upon
it. Mr. Draur also noted that the property in question is owned by the City of Atlantic.

Mr. Beech asked the costs of the excavation, and it was noted the projected costs are
approximately $50,000 however no actual bids have been obtained. Mr. Beech made the
recommendation that the water line be addressed, and a letter be sent to the City asking them to
consider an ordinance. Mr. Beech also asked Mr. Draur to use his contacts to assist with the
matter and Mr. Draur noted he had asked his contact at the Water Department about such an
action in the past week. Mr. Beech noted contact with the City Council may be needed. Mr.
Scheidel asked if there were other sites that would be affected by an ordinance and Mr., Draur
noted that his firm is working on at least 5 sites that would benefit from such an action. Mr.
Reinders of Cunningham Lindsey noted there were also other sites that would benefit.

In discussing the matter further, Mr. Beech made the recommendation that the Administrator’s
office contact the Mayor and City Council to seek the passage of an ordinance to prohibit water
wells. Since sufficient funding remains available to address the water line pathway as a response
from the Department is pending, Mr. Beech motioned to defer the request for additional
authority. Ms. Carlson seconded the motion, and the measure was approved on a vote of 5-0.

CONTRACTS ENTERED INTO SINCE THE April 27, 2012 BOARD MEETING

Mr. Scheidel reported one contract extension had been entered into with Geode Environmental
for continued work on the State lead project, CRPCA 0612-39: Galva.

70



OTHER ISSUES

Mr. Beech inquired if there were any other matters to be discussed. Mr. Scheidel noted that
planning for the annual July meeting had begun and that the meeting was currently planned for
July 10™. Mr. Scheidel noted that a potential quorum could be had in late July or that other dates
could be considered in August. Mr. Beech asked that later dates be considered, and Mr. Scheidel
noted that with the potential of new Board members, August might be a good option.

CORRESPONDENCE AND ATTACHMENTS

Mr. Beech asked if there was any further business. Hearing none, Ms. Andeweg moved to
adjourn, and Mr. Barry seconded the motion. By a vote of 5-0, the Board adjourned at 11:02

a.m.
Respectfully Submitted,
E ‘ {

Scott M. Scheidel
Administrator
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Closed Session

Discussion of Pending and Imminent Litigation
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lowa LUNDERGROUND STORAGE TANK
FUND

Board Members: Michael L. Fitzgerald Joseph D. Barry Eric W. Johnson Karen E. Andeweg
Chuck Gipp Dawn M. Carlson Jeff W. Robinson

Douglas M. Beech, Chairperson Scott M. Scheidel, Administrator

oo MEMO ooo

TO: UST Board Members
FROM: Scott Scheidel
DATE: August 1, 2012

RE: Board Meeting Dates

The Board has set a meeting schedule for the fourth Thursday of each month except
during the months of January, February, March and April, in which alternate dates were
to be selected on Mondays or Fridays where possible to accommodate the legislative
session. This memo is to set the tentative dates for Fiscal 2013. The meeting dates will
still be confirmed at the meetings two months prior and immediately prior. The tentative
schedule for the next 12 months is:

Thursday, August 23, 2012

Thursday, October 25, 2012

Tuesday, December 4, 2012

Friday, January 25, 2013

Friday, February 22, 2013

Friday, March 21, 2013

Friday, April 25, 2013

Thursday, May 23, 2013

Tuesday, July 16, 2013 (Annual Strategic Planning Session — off-site)

2700 Westown Parkway, Suite 320 West Des Moines, lowa 50266 Ph. 515-225-9263 77
Toll Free: 877-312-5020 Fax: 515-225-9361















D. Fiscal 2013 Attorney General Agreement
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AGREEMENT

This Agreement is entered into on this 23 day of May, 2012, by and between the Department of
Justice [hereinafter the Department] and the Underground Storage Tank Fund, [hereinafter the
Fund], for the fiscal year 2013.

PARTIES

The Department is headed by the Attorney General, a constitutionally created elected
official, whose duties are delineated in chapter 13 of the Iowa Code.

2. The Fund is a body created by statute and delegated powers in its enabling act and other
related statutes.

DUTIES

L The Department shall provide legal services to the Fund pursuant to chapter 13 of the
Iowa Code through one or more attorneys within the Department.

2 Attorneys who provide legal services under this Agreement are subject to the supervision
and direction of the Attorney General for all purposes.

A. The Attorney General shall make all assignments of attorneys to the Fund based
on the available resources within the Department. :

B. The Attorney General shall retain authority to determine compensation, conduct
performance evaluations, determine the priority of work assignments and direct
the work of all assigned attorneys.

PAYMENT

1. Payment by the Fund for legal services performed by the Department shall be based on an
estimate of the total annual value of the legal services which includes, but is not limited
to: the attorney time devoted to the agency; the difficulty of the legal work required; and
the provision of support staff in the performance of the legal services.

A. The Fund shall pay approximately $50,000 to the Department for legal services
for fiscal year 2013.

B. The Department shall bill the Fund for legal services monthly on a IET transfer
document.
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2, The Fund shall pay all travel and miscellaneous expenses incurred in the performance of
legal services in addition to the amount specified for legal services. The Department shall
obtain prior approval from the Fund before incurring travel expenses.

A. Travel expenses include all expenses incurred by attorneys in relation to attending
agency meetings, prosecuting contested case hearings and prosecuting or
defending litigation, excluding tort claim defense.

B. Miscellaneous expenses include expert witness fees and expenses, deposition
costs, copying costs, costs of supplies and other costs associated with the
provision of legal services to the Fund. The Fund shall pay a maximum of $500
in Westlaw charges for the fiscal year. The Department shall pay any West law
charges in excess of $500. '

EPUTY ATTORNEY GE UST FUND
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E. Loss Portfolio Transfer Proposal



AGREEMENT

This Agreement is entered into by and between the Iowa Comprehensive Petroleum
Underground Storage Tank Fund Board (“Board”), an lowa governmental agency created
pursuant to Iowa Code chapter 455G, and Petroleum Marketers Management Insurance
Company (“PMMIC”), a licensed, for-profit insurance company. This Agreement is effective as
of the date it is fully executed by all parties.

WHEREAS, Iowa Code section 455G.6(17) (2007) authorizes the Board to adopt rules
providing for the transfer of all or a portion of the liabilities of the Board, and the Board has
adopted rules contained in 591 Iowa Admin. Code 9 providing for the transfer of the Board’s
liabilities to third parties; and

WHEREAS, PMMIC and the Board desire to enter into this Agreement allowing for the
transfer of liabilities for UST sites containing contamination from petroleum underground
storage tanks for which the following two conditions exist: (1) a party is currently receiving
Board benefits (the “Claimant™), and (2) an eligible insurance claim exists with PMMIC; and

WHEREAS, the Board evaluated the transfer of such liabilities pursuant to the criteria
contained in 591 Iowa Admin. Code 9.3, and deems the transfer to be in the best interest of the

program; and

WHEREAS, the Board has considered the practicability of seeking competitive public
bids pursuant to 591 Iowa Admin. Code 9.5, and determines public bidding is not practical
because the Claimant already has an eligible insurance claim with PMMIC, PMMIC is already
involved in funding a portion of the corrective actions at the site, a transfer of liabilities to
PMMIC will provide a single source of funding and management to the claim, and it is unlikely
another party can provide as efficient and cost-effective services under the circumstances;

THEREFORE, in consideration of the commitments made herein, the Board and PMMIC
agree as follows:

1. Term. The term of this Agreement shall begin upon its execution by both parties hereto
and shall run for one calendar year from the date of execution. At its sole discretion, the Board
shall have the option to extend this Agreement for additional one-year terms. In addition to the
Board’s option to extend this Agreement, the Board and PMMIC may mutually agree to
extensions of this Agreement. An extension of this Agreement is not, itself, a separate
agreement, and does not require public bidding. Either party may terminate this Agreement,
with or without cause, upon thirty (30) days notice to the other party.

% Third Party Review. For UST sites covered by this Agreement, the Board and PMMIC
will contract with a mutually selected third party to evaluate the nature and scope of the

contamination.

a. Upon completion of the review, the third party will recommend an allocation of
liability for reimbursement of corrective action costs between the Board and PMMIC. If
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the proposed allocation is acceptable to both the Board and PMMIC, they shall adopt the
recommendation of the third party pursuant to the terms of this Agreement.

b. Notwithstanding the provisions of paragraph 2(a) of this Agreement, if the adopted
allocation shows either the Board or PIMMIC is 5% or less liable for reimbursement of
corrective action costs at the site, and the total estimated corrective action costs are less
than $100,000, that party shall not be responsible for any costs associated with the review
or future corrective action costs, and the entirety of those costs shall be the responsibility
of the party found to be 95% or more responsible by the reviewer.

3. Claimant Release. If the Board and PMMIC agree to the transfer of the Board’s

liabilities to reimburse claims to PMMIC pursuant to lowa Code section 455G.6(17) (2012), the
Claimant shall be made fully aware of the findings of the third-party review, the terms and
conditions of this Agreement, and the impact such a transfer will have on their benefits from the

Board as follows:

a. The Board shall inform the Claimant of the findings of the third-party review and the
proposed transfer of liabilities to PMMIC. The Board shall then obtain the Claimant’s
agreement to such transfer by execution of the Claimant Agreement, Waiver and General
Release attached hereto as Exhibit A.

b. PMMIC shall provide a complete copy of this fully executed Agreement to the
Claimant, in accordance with the liabilities assumed by PMMIC in this Agreement. The
terms of the agreement shall contain a clear disclosure regarding the applicability of Iowa
Code chapter 515B in the event PMMIC becomes insolvent; and

4. Transfer of Liabilities. Each site or group of sites, for which the provisions of
paragraphs 2 and 3 of this Agreement have been satisfied, shall be added to a schedule attached
hereto and marked as Exhibit C. Every new edition of Exhibit C shall be signed as
acknowledgement by both parties.

a. For each site contained in the schedule, PMMIC shall assume any and all known and
unknown liabilities of the Board under Iowa Code sections 455G.9 and 455G.21 to
reimburse Claimants, PMMIC shall assume no less liability to reimburse the Claimant
than the Board’s liabilities as outlined in Iowa Code sections 455G.9 and 455G.21 and
591 Iowa Administrative Code 11.

b. As used in this Agreement, the “liabilities™ of the Board being transferred to PMMIC
are all present and future duties of the Board to reimburse Claimants for corrective action
costs pursuant to Iowa Code sections 455G.9 and 455G.21. Liabilities that may be
created by future amendments to sections of 455G other than sections 455G.9 or 455G.21
are not liabilities transferred pursuant to this Agreement.

¢. Notwithstanding language in this Agreement to the contrary, this Agreement does not
apply to reimbursement claims for the permanent closure of a UST system pursuant to



Towa Code section 455G.9(1)(1) (2012), or for assessment and corrective action costs
conducted pursuant to an agreement with the lowa Department of Natural Resources as
authorized by Towa Code section 455G.9(1)(k) after a no further action certificate has
been issued. The Board will retain liability for such claims and activities unless
otherwise agreed to by the parties in writing, and included in the attached schedule,
Exhibit C.

d. By assuming the Board’s liabilities in this paragraph 4, PMMIC hereby agrees to
assume any and all related responsibilities and activities of the Board related to those
liabilities, including but not limited to, project funding and management, claim
adjustment, and consultation with Claimant, contractors and the lowa Department of
Natural Resources. PMMIC’s liabilities and responsibilities, however, are not subject to
future amendments to Iowa Code chapter 455G or Board rules, and PMMIC is not
restricted from offering benefits in excess of the statutory and regulatory authority
granted to the Board.

e. The Board shall continue to allow PMMIC and the Claimant access to, and copies of,
information contained in Board documents and files related to the site. The Board,
however, shall cease to maintain any other ongoing duty whatsoever to PMMIC or the
Claimant for those liabilities transferred.

5. Transfer of Funds. For each site added to the schedule identified in Paragraph 4 of this
Agreement, the Fund shall pay PMMIC a one-time payment for the transfer of liabilities in an
amount to be determined according to a mutually agreeable estimate of required actions to reach
No Action Required classification. The initial estimate shall be provided by the consultant(s)
providing service to the claimant(s) at the site. The parties may seek additional estimates if one
or both parties think it would be advantageous to an equitable transfer. The estimate shall
include future activities, timing of activities and costs of activities. The projected schedule of
activities and costs will be present valued, using the most recently published CAFR investment
rate. The parties may mutually agree upon inflation rate, if the estimate does not address the
presence or lack of potential inflation. Additionally, the parties may also agree upon a risk factor
to be included in calculations when there is consensus that risk significant risk exists that may
result in the estimate being exceeded or falling well short based on potential early closure or
additional work being required.

a. If the payment offered for the transfer of liabilities is accepted by PMMIC, PMMIC
agrees to accept that payment as the full and final payment it will receive from the Board
for its assumption of the Board’s liabilities. PMMIC hereby waives any and all rights it
may have, or may ever have, to seek additional funds from the Board in relation to the
liabilities transferred. This waiver includes any additional funds from the Board for
future amendments to lowa Code sections 455G.9 or 455G.21 that would otherwise grant
increased benefits from the Board for the liabilities transferred to PMMIC,

b. For liabilities transferred to PMMIC, the Board waives any refund of funds from
PMMIC for future amendments to Iowa Code sections 455G.9 or 455G.21 that may
reduce PMMIC’s liability to Claimants.
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6. Annual Reporting. PMMIC agrees to provide the Board with ongoing information and
data for each site listed in the attached schedule, Exhibit C, that will allow the Board to
accurately determine the amounts paid by PMMIC for liabilities transferred to PMMIC under
this Agreement. Such information and data shall be provided for each site on at least an annual
basis from the date of this Agreement until the site achieves a No Further Action designation.
Upon mutual agreement between PMMIC and the Board, such information and data may be

shared on a more frequent or ongoing basis.

; General Release. In consideration for receipt of the funds described in paragraph 5 of
this Agreement, PMMIC hereby releases, acquits, and forever discharges the Board and its
officers, employees, assigns, agents, and successors in interest from any and all claims, rights,
demands, actions, obligations, liabilities, and causes of action of any and every kind, nature, and
character whatsoever, known or unknown, whether based on federal, state, or local law, or for
claims based on tort, contract (implied, oral, or written), or any other theory of recovery, and
whether for compensatory or punitive damages, for any matter related to or concerning the sites
covered by this Agreement.

8. Indemnification. PMMIC agrees to indemnify and hold harmless the Board against any
and all loss, liability, expenses and costs (including attorneys' fees, judgments and amounts paid
in settlement) actually and reasonably incurred by the Board in connection with any threatened,
pending, completed or future action, suit, or proceeding to which the Board is, or is threatened to
be, made a party arising from or related to the liabilities transferred in paragraph 4 of this

Agreement.

9. Dispute Resolution. Notwithstanding any language in this Agreement to the contrary,
PMMIC does not waive any claims or actions that specifically arise from or concern the terms of

this Agreement. The Party agree that the proper venue for any lawsuit is only Polk County
District Court.

10. Addresses. The Party’ address and fax numbers for official communications and notices
are:

PMMIC Iowa Underground Storage

2894 - 106th Street Tank Fund Board

PO Box 7628 2700 Westown Parkway, Suite 320
Urbandale, 1A 50323 West Des Moines, [A 50266
(Tel.) 515-334-3001 (Tel.) 515-225-9263

(Fax) 515-334-3013 (Fax) 515-225-9361

Either party may change their address or fax number by notifying the other party, in
writing, of any change.

11.  Public Record. The parties acknowledge this Agreement is a public record under lowa
Code chapter 22, and is available for public inspection and copying.



12.  Titles. Paragraph titles are provided for the parties convenience and do not limit the
scope or meaning of any paragraph.

13.  Joint Drafting. This Agreement was drafted jointly by the parties and shall not be
construed in favor of, or against, either party because of which party was responsible for drafting

a particular portion of the Agreement.

14, Complete Agreement. This Agreement reflects the parties entire agreement on this
matter and may not be altered or amended except by a subsequent written document signed by all

parties to the Agreement.

15.  Authority to Sign. The parties, and their representatives, by signing below, acknowledge
that they have complied with all the legal requirements for approval of this Agreement and that
their representatives are authorized to bind their respective agencies or bodies by their signatures

to this contract.

16.  Applicable Law. This Agreement shall be governed by, and construed in accordance
with, Iowa law.

17.  Execution. All parties are executing this Agreement solely in reliance upon their own
knowledge, belief and judgment and not upon any representations made by any of the other party
hereto or others on their behalf.

IOWA UNDERGROUND STORAGE PETROLEUM MARKETERS
TANK FUND BOARD MANAGEMENT INSURANCE CO.
By: By:

Scott Scheidel, Fund Administrator Patrick Rounds, President
Date: Date:
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PROPOSAL FOR LOSS PORTFOLIO TRANSFER TO
IOWA COMPREHENSIVE PETROLEUM
UNDERGROUND STORAGE TANK FUND BOARD

FROM

PETROLEUM MARKETERS MANAGEMENT
INSURANCE COMPANY

August 23, 2012



Pursuant to the authority granted to the board in IAC 591--9.1 (455G.6(17),
Petroleum Marketers Management Insurance Company (PMMIC) hereby
proposes to enter into a agreement with the board to transfer the board’s
liabilities associated with 17 claims identified in Appendix 1, for a lump sum
fee of $400,000.000TBD

This proposal focuses on a small and unique number of claims which have been grouped
together based upon the value to both the UST Fund and PMMIC to reduce overlapping

oversight and administration.

PMMIC and the UST Fund have a unique relationship on each of the sites included in
this proposal:
e PMMIC and the UST Fund both have open claims on each of the 17 sites.

e Each of the sites have experienced multiple petroleum releases from regulated
UST systems with a commingled plume or area of impacted soil and groundwater
for which a single corrective action plan has been developed to address the
multiple releases.

o The sites included in this portfolio each have active UST facilities that are insured
for future releases with PMMIC.

e On each site, the administrator and PMMIC have agreed to a cost share agreement
based upon a third-party evaluation of the responsibility associated with the UST
Fund claim and the PMMIC insurance claim.

o Detailed cost estimates have been developed for the corrective action required at
each site.

These sites present a unique opportunity for the UST Fund and PMMIC to eliminate
redundant administrative oversight and to streamline the corrective action process for the
responsible party and the contractor conducting the corrective action. Because PMMIC
maintains potential liability for third party damages resulting from the release covered by
the PMMIC policy, it is logical that if only one funding source is going to manage the
corrective action oversight, it should be PMMIC.

This unique overlap of corrective action responsibility, PMMIC’s potential liability for
third party damages related to the commingled plume, and PMMIC’s ongoing insurance
relationship for possible future releases, it would be ineffecient for any party other than
PMMIC to administer these claims, and therefore it is impractical to bid this transaction
pursuant to IAC 591 — 9.5. As a result, the parties have jointly developed the corrective
action plans, projected loss costs and preliminarily negotiated the value of the transfer to
obtain a value that is fair to both parties.
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As in any transfer of liabilities, there is uncertainty in future implementation. Although
formulas are used to address comrective action costs, inflation rates and interest rates,
there is no way to prove future costs today. The parties acknowledge that there may be
excessive loss development, changed market factors, increased service costs, regulatory
changes, tax changes and other unknowns that could impact the ultimate payout. The
transferring party (the UST Fund) is absolutely done for a fixed, unchanging price, but
the accepting party is subject to risk. As a result of the unknown, after best efforts are
applied to project future costs, a risk premium is added to address generally known, but
unpredictable cost increases.

In this transaction, the parties have agreed to utilize:
e A seven year payout based upon the maturation of the claims and the projected
scope of work;
e An inflation factor of 1.75% annually, which was obtained from the US
department of labor;
e An interest rate of 4%, to discount future cash flows which was obtained from the
Iowa Dept. of Revenue;

e A tax rate of 3.5%, based upon federal and state income tax tables;

e A risk premium of 10%. Over the past six years, the UST Fund open claims have
experienced a 45% loss development rate. As part of this transaction, the parties
have agreed to a 10% risk premium over the seven year estimated payout. We
have agreed to this reduced rate based upon the maturity of the claims and our
current oversight of the claims.

e No administrative costs have been included in the transaction.

As an added level of protection for the claimants involved, the parties agree that each
claimant elect to opt out of the agreement and agree to have the Board continue to be

responsible for the UST Fund liability. If any of the claimants chose not to participate,
the value of the non-participating site will be reduced from the agreement.

Ultimately, the decision to exercise board authority comes down to whether it is an
appropriate settlement for the board based upon the criteria outlined in IAC 591- 9.3.
We believe this proposal complies with those criteria:

1. The proposed cost is more than $00000 TBD less than the reserves on these files
previously projected by the board. In addition, the board will not be subject to
the adverse loss development that can occur over the years a claim remains open.

2. Based upon PMMIC’s motivation to eliminate potential third party liability, and
based upon PMMIC’s intent to stimulate claims activity, these sites should be
closed in less time than if the claims continued to be administered jointly by the
two funding sources.

3. PMMIC is qualified to manage the claims.
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a. PMMIC has presented this transaction to the lowa Division of Insurance
who have stated no regulatory concerns with this transaction.

b. PMMIC has approximately 120 open claims today, PMMIC professionals
previously administered the lowa UST Fund from 1994-1999, and have
experience with over 8000 environmental claims nationwide.

c. PMMIC had documented knowledge of lowa’s corrective action
guidelines, is currently overseeing each of these claims, has staff that
participated in the Technical Advisory Committee that developed Iowa’s
corrective action guidelines and are currently participating in the
evaluation of the corrective action models utilized by IDNR.

4. This transaction will not negatively affect other claims not included in the
transaction and may free up UST fund staff to provide additional oversight to
remaining UST Fund claims.

a. Corrective action will be expedited on the subject sites based upon less
administrative delays caused by joint oversight of the commingled
plumes and should allow greater attention by UST Fund staff on the
remaining open claims which should expedite additional corrective
action.

b. These claims and the unique circumstances associated with them create
the best scenario for a transfer and end to the boards’ liabilities for 17
sites. This transaction will assist the board to reevaluate it’s remaining
long-term liabilities and will allow the board to determine if this type of
transaction can satisfy these criteria if applied to other sites. This
transaction should not have an impact on the boards remaining liabilities.

5. Each claimant will have the ability to opt out this transaction. Thus each claimant
can determine if their rights are being protected. The oversight of the attorney
general/board counsel will also assist to ensure that each claimant’s statutory

rights have been protected.
6. The Board and PMMIC entered into a similar transaction in 2007 involvign 10
claims.

PMMIC appreciates the Board’s consideration of this proposal.
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APPENDIX 3
OFFERORS RELEVANT EXPERIENCE

ENVIRONMENTAL CLAIMS MANAGEMENT
EXPERIENCE: OVER 8000 ENVIRONMENTAL CLAIMS

Petroleum Marketers Management Insurance Company (PMMIC) staff has
investigated, evaluated, and resolved environmental, (specifically UST,) claims in 46
states and Canada with over 20 years experience in handling UST claims in the State of
Iowa. This experience includes addressing significant bodily injury, property damage,
and corrective action claims. The staff has background in establishing and administering
effective cost control measures in dealing with expenses relating to assessment and
remediation of environmental damages.

Having provided the administration of state environmental programs, PMMIC staff has
considerable experience in a large number of diverse cases. Including insurance industry
experience, they have handled and or managed over 8000 cases involving environmental

(UST) contamination.

PMMIC staff has developed and documented proven procedures specifically designed to
establish and assure consistent and cost effective environmental solutions.

PMMIC staff has worked closely with IDNR and other regulatory representatives. They
have participated with IDNR in the Kaizen and Business Improvement Process, USEPA
trainers in training sessions in conjunction with state UST regulatory agencies, and
worked with regulatory agencies to devise and implement new programs such as RBCA
and Pay for Performance.

PMMIC staff has prepared cost guidelines and expense ranges for various environmental
services to insure cost effectiveness is achieved in the cases they oversee and manage.

PMMIC staff is experienced in conducting environmental field investigations to gather
relevant issues in environmental claims. This allows them to evaluate exposures and
provide guidance in the implementation of assessment or remedial activities. The staff
includes investigators who are 40 hour OSHA certified to perform hazardous site

investigations.

PMMIC staff has worked with the environmental consulting industry extensively which
has provided them with unique insight relating to cost control issues in environmental
cases. Background in the issuance of Requests for Proposals (RFPs), environmental
contracting procedures, the development and operation of a proprietary database utilized
to manage and track claims, and the development and administration of a pre-budget
approval processes all provide PMMIC with the necessary tools to maximize efficiency
in managing environmental claims.






August 16, 2012

Site #

Address

Lust#

Re: IUST Fund

Dear Policyholder:

As you insurer, PMMIC is interested that the monies collected by the IUST Fund, as prescribed in the enabling
legislation, are utilized to cleanup the eligible sites those funds are earmarked for. Your site above that was or
continues to be insured by PMMIC has been identified as one of those eligible sites.

As an insurance company, domiciled in lowa and owned by you, the stockholders, it is in the interest of PMMIC to
assure these funds from the IUST Fund are spent where they were intended to be. If the funds collected continue to
be diverted to the state general fund for purposes they were not intended for, the greater the risk that your site will
not have adequate funding to respond to the IDNR requirements for your site, or that other issues may arise that
could potentially affect your business such as third party claims being made on you by neighbors due to the
required cleanup not being completed in as timely a manner as possible. These issues could also potentially affect
your future insurance premiums with PMMIC.

A proposal has been made to transfer adequate funds to PMMIC to assure the cleanups are completed in as
efficient and timely manner as possible at these eligible sites, the term for this type of transaction is a Loss Portfolio
Transfer (LPT.) An LPT is used in the insurance industry when a particular insurer may elect not to underwrite a
certain type of business any longer and in other situations where it is necessary to transfer the liabilities from one
company to another for an agreed upon price.

The LPT proposal would include a mechanism that would allow both parties, the IUST Fund and PMMIC to have
input into determining the overall price of the transfer. This would assure that everyone agrees on the appropriate
price and not too much or too little money would be transferred. There would also a voluntary aspect to the transfer
that would allow you, if you do not want to participate, to opt out of the transfer by signing the attached form. This
assures that you, and each party involved, agrees to participate in the transfer.

The IUST Fund has approximately 800 open claims that continue to be addressed. Approximately 150 or more of
these sites continue to be insured by PMMIC so roughly 20% of the eligible claims from the IUST Fund could be
candidates for an LPT. Of these 200 sites, of which yours above is identified as one of, that did or are the sites that
continue to operate and supply fuel to the people of the state, and are the sites that generate the fees that continue

to serve as a source of revenue for the |UST Fund.

We have initially identified 17 sites, of the 200 that have both PMMIC and IUST Fund eligible claims, yours is one of
these 20 sites. Our proposal is to transfer these 20 for an agreed upon amount of funds from the UST Fund to
PMMIC to handle these claims to conclusion. We have enclosed the opt-out form, if you do not want to participate
in the transfer execute the form and send the original back to us to in the envelope provided. There will be no
apparent change to the way the claim at your site is handled in the future except that you will be dealing solely with
PMMIC on the funding of the claim until your site has reached No Further Action status from the IDNR.

The PMMIC Board of Directors fully supports this proposal. This proposal of the LPT with PMMIC keeps the money
in the state of lowa and puts lowans to work with money from lowans.
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Opt Out Form Iowa Comprehensive Petroleum Underground Storage Tank Fund
Board Claim To Petroleum Marketers Management Insurance Company For

Claimant

An agreement is anticipated between the claimant, as referred to by the UST
Board, and Petroleum Marketers Management Insurance Company (PMMIC). The Iowa
Comprehensive Petroleum Underground Storage Tank Fund Board (“Board”), an Iowa
governmental agency created pursuant to Iowa Code chapter 455G, and the Petroleum
Marketers Management Insurance Company (“PMMIC”), an Iowa corporation, have
agreed to transfer the liabilities associated with the eligible claim described in this
document with the claimant(s) listed below for an agreed upon amount. The purpose of
this form is to allow claimants who do not wish to participate in this transfer to opt-out of
the transaction.

Site Name, Description, and Address:
Site Registration Number and LUST
Number:

Board claim Number(s), PMMIC Claim
Number(s):

I DO NOT WISH TO INCLUDE MY SITE IN THIS TRANSACTION AND AM
REJECTING THE OPPORTUNITY TO DO SO BY EXECUTING THIS DOCUMENT.

CLAIMANT(S)

NAME: x

PRINT NAME AND TITLE

DATE:
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F. lowa Department of Transportation -
Sioux City Garage Settlement



lowa UNDERGROUND STORAGE TANK
FUND

Douglas M. Beech, Chairperson Scott M. Scheidel, Administrator
Board Members: Michael L. Fitzgerald Joseph D. Barry Eric W. Johnson Karen E. Andeweg
Chuck Gipp Dawn M. Carlson Jeff W. Robinson
TO: UST Board

FROM: Scott M. Scheidel

SUBJECT: Iowa Dept of Transportation LUST Site, Hamilton Blvd., Sioux City
UST # 198609323 LUST # 7LTD77

DATE: August 15, 2012

Petroleum contamination was identified at the referenced lowa Department of
Transportation (IDOT) facility was identified in June 1989 and an eligible remedial claim
was established in December 1990. Based on the presence of contamination and
proximity to multiple receptors, including two municipal water well fields, the
Department required DOT take prompt action and in the early 1990°s the IDOT
commenced remediation work. In 1994, IDOT opted to install a new remediation system
however due to questions regarding the DNR approval and the system’s need and
effectiveness funding for work was placed on hold. Prior to this, the UST Fund had
already paid $452,889.91 in expenses related to corrective action work.

Due to the proximity of the municipal wells and subsequent detection of MTBE and TBA
in the city wells, the DOT completed extensive monitoring and plume evaluations to
show that the contamination from the subject site is stable and is not migrating toward the
municipal well fields. Based on the data collected, the IDOT has made a request that all
work cease and a no action required classification be assigned. In a recent letter, DNR
however denied that request and thus, further corrective action activities are possible.

The claimant continues to submit requests to the Board for reimbursement of costs
associated with the site and as of May 2012, had incurred costs of $1,571,515.16. Inan
effort to settle the past claims, a settlement agreement was developed to finally and fully
resolve all past disputes concerning reimbursable costs. The attached agreement, which
has met IDOT approval, would include a payment in the amount of $160,478.00 for all
corrective action costs incurred as of the date of the agreement, would deem all co-
payment requirements satisfied, and would release the Board for any further
consideration of past costs incurred by the claimant. The agreement would allow the
claimant to seek benefits for future expenses related to the site.
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We recommend approval of the agreement as presented and request the Board grant

authority for future expenses on this project as follows:

Paid to date:
Settlement Agreement:
Total (past expenses):

Projected costs for future work: $50,000 - $100,000
Recommended Authority for future work:

$452,889.91
$160,478.00
$613,367.91

$700,000.00
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AGREEMENT AND GENERAL RELEASE

This Agreement and General Release ("Agreement") is entered into between the lowa
Comprehensive Petroleum Underground Storage Tank Fund Board ("Board") and the lowa
Department of Transportation ("Claimant") in order to resolve disputes concerning Claimant's
remedial account claim to the Board under Iowa Code section 455G.9 for corrective actions costs
related to the underground storage tank site identified as Registration Number 8609323 LUST
Number 7LTD77 as registered with the lowa Department of Natural Resources ("Site").

1.  The Claimant has in the past submitted requests to the Board for reimbursement of
costs associated with the Site. Although the Board has approved certain costs, it has denied other
costs as not reimbursable corrective action costs. In order to finally and fully resolve all past
disputes concerning reimbursable costs, the Board agrees to pay the Claimant $160,478.00 in
benefits for costs incurred by the Claimant as of the date this Agreement. Furthermore, the
Board will deem all co-payment requirements imposed on Claimant pursuant to Iowa Code
section 455G.9 fully satisfied, and hereby release Claimant from any future co-payment
obligations.

2.  The Claimant agrees to accept the amount set forth in paragraph 1 of this Agreement as
the full and final payment it will receive from the Fund for Claimant's corrective action costs
incurred at the Site as of the date of this Agreement. Claimant hereby waives any and all rights to
seek additional funds from the Board for costs incurred in relation to the Site prior to the date
this Agreement is fully executed, and does hereby release, acquit, and forever discharge the
Board and its officers, employees, assigns, agents, and successors in interest from any and all
claims, rights, demands, actions, obligations, liabilities, and causes of action of any and every
kind, nature, and character whatsoever, known or unknown, whether based on federal, state, or
local law, or for claims based on tort, contract (implied, oral, or written), or any other theory of
recovery, and whether for compensatory or punitive damages related to the Site for past claims
for benefits pursuant to Iowa Code chapter 455G.

3. Notwithstanding any language in this Agreement to the contrary, the Board and
Claimant do not waive any claims or actions that may arise from this Agreement or are based on
facts or events occurring after the date this Agreement is fully executed. Furthermore, the
Claimant does not waive its right to seek benefits from the Board for future expenses related to

the Site.

4.  Except as specifically addressed in this Agreement, the Agreement shall not affect the
rights and responsibilities of the Board and Claimant under Iowa Code chapter 455G and Board
regulations contained in the Iowa Administrative Code, including, but not limited to, the
requirement that all future reimbursement requests by Claimant shall remain subject to

preapproval by the Board.

5. The parties acknowledge that this Agreement is a public record under Iowa Code
chapter 22, and is available for public inspection and copying.

6. This Agreement contains the entire understanding of the Board and Claimant regarding
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this subject matter and may not be changed or amended in any way except by a written
instrument signed by all parties to the Agreement.

7.  This Agreement shall be governed by and construed in accordance with lowa law.

8.  This Agreement is effective as of the date it is fully executed by all parties.

9.  All parties are executing this Agreement solely in reliance upon their own knowledge,
belief and judgment and not upon any representations made by any of the other parties hereto or

others on their behalf,

Dated this day of August 2012,

Iowa Department of Transportation

By:
James P. Rost, Director, Office of Location and Environment

Iowa Comprehensive Petrolenm Underground Storage Tank Fund Board

By:

Scott M. Scheidel, Administrator
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