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Underground Storage Tank Assurance Fund
A.R.S. §49-1051.D

ADEQ administers the Underground Storage Tank (UST) State Assurance Fund
(SAF) through an application process. Based on points for risk to health and the
environment, points for financial need and points for the time an applicant has to
wait for payment, applications are prioritized for payment. Applicants can apply for
reimbursement in phases.

Since the program’s inception, 12,390 SAF applications totaling $487,852,932 have
been processed, with an average claim of $39,375 each. Based on the existing average
claim size and anticipated number of future claims, ADEQ projects year-end negative
balances of $90 million in FY 2003 and $110 million in FY 2004.

Table 1: State Assurance Fund as of June 30, 2002

Type No. of Claims Requested Paid or Pending

Paid 8288 $237,361,871 $174,045,267

Pre-Approved Work/
Not Yet Paid

1,865 150,129,882 77,262,105

Denied/Ineligible 390 10,067,449 ----

Warrants in Process 13 383,859 74,580

Appeals 102 4,767,361 1,055,159

Processed or In Process/
Awaiting Funding

1,732 85,142,507 ----

Totals 12,390 $487,852,932 $252,437,111

From the inception of the fund on June 21, 1990 to the end of FY 2002, the excise
tax revenue has generated $287,512,099. Despite the gradual decline in the number
of facilities, annual revenue is relatively stable, with the revenue from all sources in
FY 2002 totaling $28,997,957. SAF excise tax revenues for FY 2003 and FY 2004 are
expected to be approximately $29 million annually.

Although the SAF appears to have a large fund balance, all available funds are
encumbered on a monthly basis for pre-approved work eligible for payment. The
required balance of $36 million cannot be maintained. As of June 30, 2002, the cash
balance was $41,696,992 of this amount, $39,364,094 is required for payment of
approved work. In addition, most of the remaining balance reflects claims that have
been prioritized for payment and are in the final stage of processing. To maintain the
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required balance in the SAF, additional revenue would have to be received or the
department would need to stop making payments until the balance of $36 million is
replenished. If no increase is made to the fund balance through additional
appropriations or increased taxes, the fund will continue to be insolvent. 

If the department continues to receive applications at the current rate and amount,
an increase of excise tax would eliminate the backlog and replenish the fund in the
following time frames.

• Additional $.01 per gallon excise tax in approximately three years
• Additional $.02 per gallon excise tax in approximately one and a half years
• Additional $.03 per gallon excise tax in approximately 13 months

The department used the results of the 2000 census to reconfirm that Maricopa
County is still the only county that meets the requirements to be included in the Area
A account.
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