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SUPERFUND REAUTHORIZATION ©

. N | .
. . ) - o . \
. THURSDAY, APRIL 25, 1985

L IR ~ ] S SENATE,
S S CoMMITTEE ON FINANCE,.
' . R Washington, DC. -

The committee met, pursuant to notice, at 10 a.m., in room SD- _
- 215, Dirksen Senate Office Building, Hon. Bob Packwood (chairman).. . =~
) " presiding. . o :
"7 . Present: Senators: Packwood, Chafee, Heinz, Wallop,- Symms,
" Grassley, Long, Bentsen, Moynihan, Boren, Bradley, and-Mitchell. -
-[The press release announcing the hearing; backgroiind material
- on Superfund, and the prepared written statements: of Senators- - .
- Chafee, Wallop, Grassley, Bentsen, Baucus, and Mitchell follow:] '

{Press Release No. 85-018)

FINANCE COnMMlTTEl.B SeTs HEARING ON SUPERFUND REAUTHORIZATION
.The Senate Committee on Finance has scheduled two days of }iearings—April 25

and April 26, 1985—to consider the tax issues raised by the reauthorization of the™ "
. - Hazardous\ Substance Response Trust Fund [Superfund],'Chairman Bob Packwood
 (R-Oregon), announced today. - : . o -
. - Senator Packwood said the committee was interested in hearing testimony from . .
5. the administration, private industry and witnesses from the public. . . \
. Both days of hearings will begin at 9:30 a.m. and are scheduled to.conclude at . \
- noon each day. . ) . . S
The hearings are to be in room SD-215 of the Dirksen Senate Office Building.
The chairman said the committee is interested in hearing testimony relating to .

- proposals to extend the Superfund hazardous waste cleanup program, with a par-
ticular focus on changes in the Jsresent_Superfund taxes and on additional revenue :
sourges that have been suggested to raise funds for expansion of the program. L

k‘é:very member of this committee is committed to continuing the Superfund Pro-’

‘gram and to a strong Federal effort to clean up hazardous wastes and protect the
public interest,” Senator Packwood said. . ‘ i

“The issues we _dre especially interested in exploring in these hearings on April 25
and April 26 are the size and scope of the fund and the impact.that tapping particu-
lar révenue sources v;ill hate on affected industries and on the economy as a
whole,” the chairman said. ~ - ‘ . _
Clearly, the Committee on Finance is committed to détermine how best to raise
mggey for Superfund 3n a fair, efficient and sensible manner,” Senator Packwood
said, L Lo : o ) T :
4 The 'administration is proposing to expand the Superfund from its current author- .
« '{zation level of $1.6 billion, to $5.3 billion over the next 5 years. ‘ . Lo
" However, the Senate Environment and Public Works Committee has recommend-
ed the Superfund be expanded to a $7.5 billion spending level. ) ‘

Superfund is provided for under the Ccmprehensive Environmental Response,

Compensation and Liability Act of 1980, the tax provisions for which are scheduled
" to'expire on September 30, 1985, o . : . —
. ' SRR § 0 : ,
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- BACKGROUND AND ISSUES RELATING
- TO THE REAUTHORIZATION AND -
~ .FINANCING OF THE SUPERFUND

SCHEDULED rdn"HzA#;Ndé -
) BEFORI-’A' THE - .
COMMITTEE ON FINANCE
~ ON APRIL 25 AND 26, 1985

~ PREPARED BY THE STAFF
OF THE |

" JOINT COMMITTEE ON TAXATION

_ INTRODUCTION _

The Committee on Finance has scheduled public hearings on the
reauthorization of the Hazardous Substance Response Trust Fund
 (“Superfund”) on_April 25 and 26, 1985. This Fund is provided for
under the Comprehensive Environmental Response, Compensation,
and Liability Act of 1980 (CERCLA), the tax provisions of which
are scheduled to expire after September 30, 1985. -

_'The first part of the pamphlet ! is a summary. The second part
discusses the tax and other provisions of -present law. The third
part reviews the operation of the current Superfund program. Part
four summarizes the provisions of S. 51 (The Superfund Improve-
ment Act of 1985) as reported by the:Senate Committee on Envi- .

ronment and Public Works on March 7, 1985 (report filed on March

18, 1985, S. Rep. No. 99-11). S. 51 extends and expands the Super-
fund program authorization statute. (On April 15, 1985, S. 51 was
_ sequentially reférred to the Committee on Finance for the purpose
of considering title II of the bill and any provisions relating to reve-
nues for the Hazardous Substance Response Trust Fund.) Part. five

. summarizes'the Administration’s Superfund reauthorization propos-

al, which was introduced, by request, as S. 494 (nonrevenue as-
: gcfs‘) and S. 972 (revenue aspects). Part six summarizes the other.

nate bills, introduced thus far in the 99th Congress, relating to
financing of the Superfund. Part seven analyzes the issues relating
to the reauthorization and financing of the Superfund.

. 1'This pamphlet may be cited as follows: Joint Cornmittee on 'Paxatioﬁ,\Backgmund and Issues
¥ Rthliﬂl!o} Reauthorization and Financing of the Superfund (JCS-11-85), April-24, 1985.
. ' : : e

i
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A, + " _LSUMMARY ~. - - -,

. L A Present Law . L ' et ‘/‘_.; g
. Hazardous ‘Substance Response Trust Fund ‘ 9‘ v
Under preseht law, excise taxes are imposed on crude oil and cer:

" . tain chemicals, and revenues equivalent to these taxes are deposit-
ed into the—Hazardous Substance Response Trust .Fund (“Super-
fund”); These amotints are available-for expenditures incurred in
conneétion-with releases or threatened releases of hazardous sub:

. _stances-and pollutants or contaminants into the environment.

. These proyvisionn were enacted .in the Comprehensive Environmen-

. tal Requﬁse, Compensatjon, and Liability Act of 1980 (‘CERCLA"”), - = -
which established a comprehensive system of notification, emergen: o

. ¢y response, enforcement, and liability for hazardous spills and un-
controlled-hazardous waste sites. .= + - e '

"~ A crude oil tax of 0.79 cent per barrel is imposed on the receipt .
of crude oil at a U.S. refinery, the import of crude oil and petrole- ~
um products, and the use or export of domestically produced crude.

-0il (if the tax has not already been paid). . . - = - .

" An excise tax on chemicals is"imposed on the sale or use. of 42
specified organic and-inorganic substances if they are produced in’
or imported into the United States. The taxable chemicals genera]- . ,

¢, - ly are chemicals that are-hazardous or chemicals which may create

" hazardous products or wastes when used. The rates vary from 22
cents per ton to $4.87 per ton. (See Table 1 for a list of current law.

" 'tax rates on chemical feedstocks.) : i L
- The taxes generally will terminate ‘after September 30, 1985.
However, the taxes would have been susgended during calendar .
years 1984 or_1985, if, on September 30, 1983, or 1984, respectively, .
the unobligated trust fund balance were to exceed $300 million,
and if the unobilgated balance on the following September 30
would exceed $500 million, even if these excise taxes were to be

suspended for the calendar year in question. Further, the authority 3
to ‘collect - taxes would otherwise terminate when cumulative re- |

_ceipts from these taxes reach $1.38 billion. (Cumulative revenues -

- from these excise taxes through September 30, 1984, amounted to

. $0.863 billion.) < R -

- Post-closure Liability Trust Fahd )

. Effective after September 30, 1983, an excise tax of, $2.13 per dry -
..~ weight ton is imposed on-hazardous waste, which is received at-a
qualified hazardous waste disposal facility and which. will remain-
. at the facility after its closure. These tax receipts are deposited -
- into the Post-closure "Liability Trust Fund. This trust®fund is to
- assume-completely-the liability, under any law, of owners and oper-
' “ators of closed hazardous waste disposal facilities which meet cer- -

-
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tain conditions. No liabilities h‘avtees'ét been assumed by the Trust

Fund. These provisions were eénacted in CERCLA. » X
.- Authority to collect the tax would be suspended for any calendar

“year after 1984, if the unobligated balance in the Trust Fund ex- -
‘ceeded $200 million on the preceding September 30, Further, au-
thority to collect the tax will terminate when cumulative receipts
. from the crude oil and chemical excise taxes described above reach

$1.38 billion,’ or, if earlier, after September 30, 1985.

B. S. 51 As Reported by the Committee on Environment and . - -
IS Public Works o :

S. 51, as’ reported by the Committee on Environment and Public

"« Works, extends the Superfund for five' years (through September

" 1985 (i.e., during the reauthorization peri

- through September 30, 1

30, 1990) at an aggregate funding level of $7.5 billion.
'C. Administration Proposal (S. 494 and ~S'.,972‘)v2 R

‘Tax p;'Bvislons

The - Administration s})‘t‘oposal “would extend -the Superfund
90, and provide a projected $4.5 billion in -

tax revenues ($5.3 billion includigf interest and recoveries) to the

Fund during the extension period. These revenues would be de-

rived primarily from the following sources: :

v+ (1) A five-year extension of thetaxes on petroleum and feedstock

chemicals, at their present law rates. These taxes 'would generally
expire after September 30, 1990; however, a Sﬁec_ial..rule would pro-
vide for earlier suspension or termination of the takes if the unobli-
gated» Superfund balance exceeds $1.5 billion. There is also a trust
und provision under which authority to collect. the petroleum,
feedstock chemical, and waste management taxes would expire
when: and if cumulative Superfund reeg?ts after September 30,
) total $5.3 billion. |
(2) A tax on the treatment, storage,® disposal (including ocean -

" disposal), or export of hazardous wastes (“waste management’” tax),

effective October-1, 1985. This tax would be imposed at two distinct

- rates: (1) a higher rate ($9.80 per ton in fiscal 1986, phasing up to

$16.32 in fiscal 1990) for hazardous waste received at a landfill sur-
face'impoundment, waste pile, or land treatment ufiit,* and (2) a
lower rate ($2.61 per ton in' 1986, phasing up-to $4.37 per ton in
1990) for ocean disposal, export, or hazardous waste received at a

. facility other than those listed above (e.g.,-at d\dt%ep well injection

facilil;‘y). These rates would further be adjuste

compensate for
short

alls from. overall’ Superfund revenue targets. Exemptions

-would be provided for certain hazardous waste disposals pursuant

to removal or remedial actions under CERCLA, and for certain

. waste ‘generated at Federal facilities; however, no general exemp-
- tion wp‘uld be provided for the treatment of hazardous wastes. The

(4

.- Nonrevenue aspects of the Administration proposal were introduced by Sen. Stafford at the

9"n-eguest of the Administration, as S.'494. The revenue aspects were separately introduced as 8.
Hl N o . R / >
3 On-site sto Qf‘e of 90 days-or_less is exempt, but all off-site storage is taxable. ) .
* These and other terms generally would be defined bﬁ' reference to Title II of the Solid Waste
Disposal ‘Act, as amended ("SWDA"), also known as the Resource Con'servafion and Recovery e

. Act (“RCRA").

PR



 the proposal would delete natural resource
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" waste man _ément'%‘é,x would be intended to raise approximately
“two-thirds of the total Superfund tax revenues under the Adminis-

tration proposal. . . .
The Administratioh proposal would repeal the present law Post-

closure Liability Trust Fund and the associated waste disposal tax-

(Code secs, 4681 and 4682); effective October 1, 1985. Amounts in
the fund at that time would be transferred to the Superfund.

Trds; fund'provlsimis_‘ , : ' -
Under the Administration proposal, the substantive trust fund

provisions would generally be equivalent to fresent law. However, -

1! amage- claims (section
111(b) .of present law CERCLA) as a p_ermii;ﬁ;ed Superfund expendi-

- ture-purpose. - -

D. Other Senate Bills Relating to Financing of Superfund

S. 14 (Sens. Moynihan Snd Bentsen)g-"Hazardous Substance

! ~ Response Act of 1985 - o
This bill would impose a waste end tax designed to raise approxi-
mately $1.5 billion for the Superfund over a b-year period. This tax

would be intended as a partial, rather.than an exclusive, source of
" .revenues for the Superfund. . ’ -

The tax under S. 14/ would be imposed on the disposal or-long-

. term storage of hazardous waste (as defined under RCRA). The tax
“ would be imposed at four different rates: (1) a $45 per ton rate for

hazardous waste dispbsed of by landfill, in waste piles, or
~-face impoundment (as defined under RCRA); (2) 26 per ton rate

-

for ocean dumping or.land treatment; (3) a $56 per ton rate for-haz-

‘ardous waste isFosed of by underground injection; and (4) a $45
.per ton rate for long-term storage’ of hazardous waste. A taxpayer
who - could  establish the  water content of ahy hazardous waste

could pay an alternate $50 per ton on the “dry weight” of such.

waste. No tax would be imposed under the bill-on the treatment or

. reclamation of hazardous waste as defined by the bill. Exemptions .
also would be provided for (1) surface.impoundments containing - -
treated waste water as part of a biological treatment facility, and

(2) certain disposals or long-term storage of hazardous waste pursu-

_ant to CERCLA provisions. - ,
The tax under S. 14 would be effective on January -1, 1986, and

would expire on September 30, 1990. The Treasury Department (in

~ .consultation with EPA) would be required to report to Congress by

January 1, 1987, and annually thereafter, concerning the revenues

—__being collected by the tax and Treasury’s recommendations for -.

' changes (if any) in the tax.

~Revenue Amendment to S. 51 (Sen. Stafford)
S. 51 itself does not contain a revenue title; however, a proposed

" amendment to S. 51,-introduced by Senatdr Stafford, is intended to_
- raise $7.5 billion over a five-year period, using the following reve-

nue sources: - o . A P
(1) An increased tax rate of 4.5 cents per barrel on crude oil (the
present law rate is 0.79 cents per barrel). '



(2) An expanded tax on chemical feedstocks mcludmg new tax-
able substances and increased rates on substances presently subject
to tax.® The tax.rates would be-indexed for. inflation by, reference
" to the producer price index for organic or inorganic chemicals (as
appropriate) and there would be exemniptions for exported chemicals
.and._substances used to produce -animal feed (in additjon to the .
" present law exemptions). The Treasury Department and the Inter-
national Trade Commission would be directedo report to Congress * -
on the feasibility of a-tax on lmported chemical derivatives, as a
supplement to the feedstocks tax. ' -

The expanded feedstocks and petroleum taxes would generall be B
effective from January 1, 1985,. through September 30, 1990.
taxes would terminate earlier than September 30,1990, on any
date on which the .Tredsury Department, in a4 manner to be pre-.
scribed. By regulations, determines that the sum of amounts re-
ceived by reason of the petroleum, feedstock chemical, waste end
and-corporate net receipts taxes (proposed by the amendment) will
equal $6.47 billion.

(3) An “environmental toxics” tax on (a) the dlsposal (or long-
term storage) of hazardous waste-at-a, RCRA facility, or (b) an
other release of a hazardous -substance (using the broader CERC

rates: (1) a $150 per ton rate for land dis gosal (including -landfills,
surface impoundments, or waste piles); (2) a $75 per ton rate on
Federally permitted releases of hazardous substancés; and (8) a
$150 per ton rate on other hazardous substance releases. If the
owner or operator of a facility can establish the water content of 4
hazardous waste or substance, the owner or operator could elect to”
pay a tax (at the general rates) on'a ‘“dry-weight” basis. Exclusions -

" from the disposal tax would be provxded for certam disposals and
removals under CERCLA.

. The environmental toxics tax generally would be effective fromi
: ‘the" date of enactment through September 30, 1990. The Treasury
would be directed to report to Congress concerning the amount of-

‘revenues being collected and its recommendations (if any) ‘for im-

s proving the tax.

- (4) A 014 percent tax on corporate net recelpts in excess of
$76,000,000.. Net receipts would equal gross receipts minus the cost
of goods sold by .the taxpayer during the taxable year: This tax
would be effective on January fl 1986.

The trust fund provisions of S. 51 (included in the reported blll)
would ‘also authorize general revenue appropriations to the Su
fund of $44 million. per year for fiscal years 1986 through 1 90
while retaining the .present law expenditure purposes.  The. bxll
would further terminate the authority to collect all Superfund

- taxes when and if cumulative Superfund revenues during the reau-

._;hﬁnzatlon penod (not mcludmg interest and recoverles) total $7.5

illion. - ,

s The taxable substances and applicable tax rates are included as table 8 in the explanation of
this amendment.

definition) into the atmosphere. The tax would be imposed at three -



'year ‘period, using three primary tax revenue sources;

. chemicals (Code secs. 4611 and 4661), at their presen

.imposed at a rate o

'\

8. 596 (Sen Bradiey)-—“Superfund Extension and lmprovement
Act of 1985”

Thns bllf would raise $7.5 billion for the Superfund over a five--

(1) A five-year extehsion of the taxes on petroleun{ and feedstock

These taxes would terminate on September 30, 1990;
these taxes (together with the other Superfund taxes)
earlier .if Treasury reasonably estimiates that cumulative/Super-
fund revenues (not including interést and recoveries) will equal or

exceed $7.5 billion. .

-(2) A waste end tax identical to that included i in S. 14, mtroduced
by Senators Moynihan and Bentsen (discussed above).

(3),A tax on the net rece ‘pts ‘of any corporation which has gross :
receipts in excess of $50,000,000 for any taxable year. This tax

. would be i lm sed at a rate of 0.083 percent of taxable net-reeeipts,

defined as the excess (if any) of groms receipts over. the costs of
goods sold by the taxpayer for the taxable year. The method for de-

_ termining-cost of goods sold would be established by Treasury regu-

lations. This tax would be effective for- taxable years begmnmg on
or after January 1, 1986. = ~
The bill (S. 596) would also allocate $44 million per year to the

- -Superfund from general revenues (i.e., the present law eyel of ap-

propriations) for*fiscal years 1986 through 1990. S. 596 also includes
trust fund and other nonrevenue provisions-which are the same as
S. 51, as reported .by the Committee on Environment and Public

“Works. The bill furt er includes a. speclfic cleanup schedule for Su-
. perfund sites.

S 886 (Sen. Proxmire)h“H:}r{z’%?,lous Waste Reduction Act of

" This blll would impose .a tax on all forms of land and ocean dis-
posal of hazardous waste which are regulated by RCRA, as well as’
on exports of hazardous waste and other unregulated placements of
hazardous waste (sub f‘ject to certain exceptions). The tax would be -

$20 per-ton on exports, unregulated place-
ments, and all sterage and disposal methods other than under-
grouﬁd injection wells, which would be taxed at a $5 per ton rate.
"Hazardous waste rendered nonhazardous within one year of receipt
at a treatment, storage, or disposal facility would réceive a full -
credit against the tax. Further,:separate exemptions would be pro-

" vided for qualified wastewater treatment facilities; certain removal

or remedial actions uhder CERCLA; and movement of waste from
interim status f'acllmeg ‘being closed by EPA under RCRA. The tax
is intended to raise $286 million per year, as part of,.a comprehen-

-+ sive-Superfund funding package Tax rates would be increased for

any fiscal year during which Treasury estnmated that this target

* ~ would not be met.

The tax under S 886 would be effective from January 1, -1986,

‘through September 30, 1990. The Treasury Department would be

required to submit a report to Congress, by April 1, 1986, on the -
progress bemg made in 1mplementing the tax, and a further report ‘
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(by Januerry l 1987) mcludmh recommendatlons (if any) for .im-
" proving'the tax.

8. 955 (Sens, Mitchell and Cftgggg)r-“Superfund Revenue Act of
4/

’I‘his bill is intended to raise $7.6 billion over a five-year perlod
(not mcludmg interest and recoveries), from the following revenue
sources: -
(1) An mareased tax rate of 1.13 cents per barrel on crude onl
(2) A tax rate on the same chemical feestocks that are taxed
under present law, with increased rates on certain substances.®
These tax rates would be’ indexed for inflation by reference to the
- producer price index for organic and inorganic chemicals (as appro-
. priate), beginning in 1986.
The expanded feedstocks and petroleum taxes would be effective
from October 1, 1985, through September 30, 1990.

(3) A taxon the treatmeht storage, dlsposal or export of hazard-
ous waste. This tax would be im at a flat rate of $3.65 per-
metric ton, to be adjusted for inflation.beginning in 1986. In the
case of on-site waste water treatment facilities, the taxpayer could
"elect to pay tax only on the amount of hazardous waste generated
rather than the amount of diluted waste actually treated. .

This tax would be effective from October 1, 1985, through Sep-
tember 30, 1990.

(4) An 0.3-percent tax on corporate earnings and profits in excess
of $5,000,000. The tax would be imposed on all corporations other
" than S corporations, RICs, and REITs. The tax would be effective
-for taxable years ending after September 30, 1985, and on or before
September 30, 1990; for taxable years straddlmy October 1, 1985,
the tax would be 1mposed on a proportional basis only.

The bill, also authorizes general revenue appropriations of $187.5
million per year to the Superfund for fiscal years 1986-1990.

S. 957 (Sens. Bentsen and Wallogp)—-"Superfund Excise.Tax Act of
. . 1985

This bill would impose a tax on the sale, lease, or import of tan-
gible personal property by.the manufacturer or importer of the
property, the revenues from the tax to be allocated to the Super-
fund. The tax would be limited to manufacturers or importers
having $100,000 or more of annual gross receipts from manufactur-
ing. A credit against the tax would be allowed for direct material
purchases during the taxable fyear (i.e., the tax would be similar.to
a value added tax). Exports of taxable goods and sales (or imports)
by governmental units and tax-exempt entities would be exempt
from the tax.

The rate of tax is not specified by the bill; this rate would be de- .
termined depending upon the amount of revenue necessary (togeth-
er with any other taxes) in order to finance the Superfund in dny
fiscal year.

f‘ lTheb t‘axable substances and applicable tax rates are included as Table 9 in the explanation
of this bill
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IL. PRESENT'LAW
A, Tax Provisions Vo
1. Hazardous substance response taxes and trust fund

. ' Hazardous Substance Response Trust Fund =~
The Comprehensive Environmental Response, Compensation and

| Liability Act of 1980 (“CERCLA”) (P.L. 96-510) established a com-

- tax) and 4661’
cals); (2) amounts recovered from responsible parties on behalf of .

prehensive system of notification, emergency response, enforce-

. . . Lo : . AR
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ment, and liability for hazardous substance spills and>uncontrolled~ . -«

hazardous waste sites. R IO
The Hazardous Substance Response Trust Fund (‘/‘Superfund’)

nited States. Amounts in-the Superfund are-available for expend-
itures incurred under section 111 of CERCLA (as enacted) in con-

.was established by CERCLA as a trust fund in the Treasury of the

nection with releases or threats of releases of hazardous substances .

into the eénvironment. Allowable costs include (1) costs of respond-
ing to the presence of hazardous substances on land or in the water
or air, includinig cleanup and removal of such substances and reme-
dial action, (2) payment of claims for injury to, or destruction or

loss of, naturai resources belonging to or controlled by the Federal .
or State goverhments, and (3) certain costs related to response, in-

cluding ‘damage assessment, epidemiologic studies, and mainte- =

nance of emergency response forces.”

Under CERCLA, there are appropriated to the Superfund: (1)

amounts equivalent to amounts received in the Treasury underIn-
ternal Revenqe Code sections-4611 (pertaining to the petroleum
(pertaining to the tax on certain feedstock chemi-

the Superfund under CERCLA; (3) penalties assessed under title I
of CERCLA; and.(4) punitive damages under ‘section 107(cX8) of

CERCLA (pertaining to damages for failure to provide. removal or. .
remedial action upon order of the President). The petroleumn and -

feedstock chemicals taxes are scheduled to expire after September

30, 1986. - . o
In addition to these amounts, CERCLA authorizes general reve-

g

. nue appropriations to the Superfund of $44' million per year for .

fiscal years 1981 through 1985 (i.e, an aggregate of $220 million)

and, for 1985, an additional amount equal to so much of the aggre-

gate authorized to be appropriated for 1981 through 1984 as has
not been appropriated before October 1, 1984. o ,

—

1 The Fund \alno may be used for payment of claims asserted and compensable but unsatisfied

under section 311 of the Clean Wa ¢ct. All moneys recovered under section 311(bX6XB) of the -

Clean Watcr Act are appropriated to the Superfund. These claims and moneys involve certain
costs arising before the date of enactment of CERCLA. . .
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. to taxes and general revenue appropriations I

* “inay hot exceed:15 percent

10
Al : > \ | '
Not more than 156 percent-of the Superfund receipts attributable
m%{ u for the
payment of natural resource damage claims. CERCLA further pro-.
vides that claims against the Superfund may be cl)‘zaui'd only out of
the Fund. If, at any time, claims against the Fund exceed the bal-
ance available for payment of those claims, the claims are to be

' Agg;;%m Jfull‘in the order in which they were finally determined.

6 Superfund has authority to borrow for the purposes of
ying respongé costs in connection with a catastrophic spill or

-

o paying natural:resource damage claims. Qutstanding advances at -

a 1e-mey not exceed estimated tax revenues for the succeeding - -
-12 -monthd} advances for pa%'ing natural resource damage claims
_ _ of such revenues. All advances must be
%i]id by.September 30,-1985. —
e Superfund js mdnaged by the Secretary. of the Treasury, who
) r‘équité?i}:}gj;fe’port annually-to Congress on the financial condi-
tion and operations of the Fund. - . :
... Petrolenm tax V

ey

re
is

“ ) Present 'law. {séc. 4611 of the Code) imposes an excise tax (the
-si‘petroleum tax”) of 0.79 cent per barrel on domestic crude oil and -

“on petroleum; products (including crude oil) entering the United
States for congumption, use, or warehousing. The tax on domestic
crude oil is imposed on the operator of any United States refinery
receiving such crude oil, while tax on imported petroleum products
i imposed on the. person entering the product into the United

States for consumption, use, or warehousing. If crude oil is used in, ..
. .or exported from, the United States before imposition of the petro-

lenm tax, the tax is imposed on the user or exporter of the oil.
Domestic crude oil subject to tax includes crude oil condensate
and natural gasoline, but not other natural gas liquids. Taxable
‘crude oil does not include oil used for extraction purposes on the
premises from which it was produced, such-as for powerhouse fuel
or for reinjection as part of a tertiary recovery process. In addition,
the term crude ol does not include synthetic petroleum (e.g., shale
oil, liquids from coal, tar sands, biomass, or refined oil). .
Petroleum products which are subject to tax upon being entered
into the United States include crude oil, crude oil condensate, natu-

ral and refined gasoline, refined and residual oil, and any other hy-

drocarbon product derived from-crude oil or natural gasoline which
enters the United States in liquid form, For purposes of determin-
ing whetheér-crude oil or petroleum products (and chemicals subject:
to the feedstock-tax) have been produced in, entered into, or ex--

: ggrted froim the United States, the term United States means the

States, the District of Columbia, Puerto Rico, the Northern Mar-
iana Islands, the Trust Territory of the Pacific Islands, and any

" possession of the United States. The United States also includes .

the Outer Continental Shelf areas and foreign trade zones located
within the United States. There is no exception for bonded petrole-
um products. Revenues from the petroleum tax are not.paid ‘to

" Puerto Rico or the Virgin Islands under the cover over provisions

of section 7652-of the Code. - =
Present [aw specifies that the petroleum tax is to be imposed
only once..with respect to any petroleum product. Thus, anyone
. AR ' T -

I
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.who is otherwise liable for the tax may avoid pa’ymer}t by establish-

ing that the tax already has beén-imposed with respect to that
product. -

Amounts equivalent to the revenues from the petroleum tax are

deposited in the Superfund. ‘ .
he petroleum tax is scheduled to expire under present law after
September 30, 1985. Present law \also contains provisions which
“would have temporarily treiggered-o'
lated faster than a specified rate. If
tember 30, 1984, (1) the unobligated
exceeded $900 million, and (2) the Secretary of the Treasury, after

n September 30, 1983, or Sep-

consultation with the Administrator of the Environmental Protec-

tion Agencg, had determined that such unobligated balance would
exceed $560
tax was imposed under section 4611 or section 4661 of the Code
during the calendar iear following the first date referred to above),
then no tax would have been imposed durin% the first calendar
g:ar beginning after the first date referred to above. (As of Septem-
r 30, 1984, the unobligated balance in the Superfund was $227
million.) Further, the authority to collect the tax terminates should

cumulative receipts from .the petroleum and chemical taxes reach

$1.38 billion (sec. 303 of CERCLA). (As of September 30, 1984, cu-
mulative receipts from these taxes amounted to $0.863 billion.)

Tax on feedstock chemicals

Present law (sec. 4661 of the Code) imposés an excise tax on_the
sale or use of 42 specified chemical substances (‘‘feedstock chemi-

cals”) by the manufacturer, producer, or importer thereof. These

chemicals ogen‘erally are hazardous substances or may create haz-
ardous pr

gas (e.g., methane), the tax is imposed on the number of-cubic feet

“of such gas which is equivalent to 2,000 pounds on the basis of mo-
* lecular. weight. (See Table 1 for a iist-of taxable chemicals and ap-
plicable tax rates under present law.) - ‘ :

Table ].—~Present Law Excise Tax on Chémicals -
[Dollars per ton]. - '

the tax had revenues accumu--

yalance in the Superfund had. .

million on September 30 of the following year (if no - ‘

ucts or wastes when used. The tax is imposed on feed- -
.~ “stock chemicals manufactured in the United States or entered into

“the United States for consumption, use, or warehousing. The tax
rates are specified per ton of tdxable chemical, and vary from 22
cents to $4.87 per ton. In the casge of a taxable chemical which is a |

Chemical =~ Ce ~ Tax rate
-Organic subs?anceq: ‘ o :

Acetylene ..o reerestirsnres 4.87

- Benzene........ciincnoniien, e 4.87

Butadiene..........ooouersivnneniin ey < 4.87
Butane ..., e 487
gugy{pne ............................ et T e e gnger e esa e snetennene 4.37 '

. Bt () ¢ 1 O PPN sesesenres T . 4.87

“MEENATIE Lorrrivvrsvressssessssssmssssssnssseeenr e JE N P
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. Table l.fPrese"r}t Law Excise Tax on Chemicals—Continued
S . [Dollats per ton) ~ "

" Chemical ' Tax rate
Propylene}........... DT ROURRRRIRRTIOR Nerensrsssrersenenonsnens 4.87
TOLUBNE. c....creirereriensirinies s sssisnsssessesssressssssssssssnsssnes : 4.87
Xylene.....coiirenneciienenns iseessrr e se e s e e bs ‘ - 4.87
- Inorganic substances: SRR : :
"Ammonia............ SR, reesereinens SRR, b 2,64
ANLIMONY (oo 4.45
Antimony trioxXide ..., 3.75
ATSENIC oottt . ~ 44b. .
Arsenic trioxide ... ST . 3.41
Barium sRHIde ... . 230
Bromine.......cocoiniinininiieiniseninnesnsenesssies e - 445
CadMIUNML. ..o e sse s ressssssesess . 4.45
Chlorine.......cccoevirrnnnnne eetere e s esn e s e s srenbeae s benrsanen 2.70
Chromite .........cccevvviinnnnnae s 1.52
Chromium......5.cccniennnee Lievreerssenmnsnsnsassnassssnsnsesnsiensssanns 445
Cobalt..,.. S oo, Lot ene 445
Cupric Oxide..> e s s es e e s b e sresmneas -/ 8.59
Cupric sulfate.......c.ciinniiimon. 1.87
Cuprous oxide............ ceererersreseennanne veeveerere sttt eaens . 3.97
-Hydrochloric acid .........cocvevivinrinveennn teeresereneniay eeerteenns .29
Hydrogen fluoride ........ccoovevvininnenneninennnoneeiesens 4.23
- Lead oxide........iooceerivenceennan T -4.14
C 7 MerCUIY .t reretesntnressenane 4.45
™ Nickel ..c..ovovivvirniiinniennnnns STOPPRR: T e eensebieesneeennaens 4.45
NItric 8cid ...t seivseneeens 4 . .24
Phosphorus .......ccovvnenecnnnniiesenen, eveeererenenaens . 445
Potassium dichromate.........ccoevenrinivcniniennienni e 1.69
Potassium hydroxide.......... v e raesnaes v, e R .2$~
Sodium dichromate .........cooccerienne e e ees 178
"Sodium hydroxide..........coccrrnuniccinan berereeares SN - 28 .
Stannic chloride....s.. i o 2.12
Stannous chloride.. - 2.85
Sulfuric acid .........covnis .26
Zinc chloride........c..ccociiiininnee e, = 2.22
Zinc sulfate........cooevciinii 1.90

The rates on petroleum and chemical feedstocks were set to

. achieve a $1.6 billion Superfund program over five years, and to al-

locate 65 percent of the tax burden to petrochemicals, 20 percent to -

inorganic chemicals, and 15 percent to petroleum. This allocation

~ was based on the respective proportions of wastes (derived from-

these chemicals) found in hazardous waste sites (based on, data

. available in 1980). In addition, the feedstock chemical tax rates

were limited to 2 percent of wholesale price (based on data avail-
able in 1980). : ’ - '

4 Present law provides six exemptions from the tax on feedstock

- chemicals. Four of these exemptions were provided in CERCLA as
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enacted in 1980, and two exemptions were added by the Tax
- Reform Act of 1984. First, in the case of butane and methane, the
tax is not imposed if those substance are used as a fuel. (If those
substances are used other than as a fuel, for purposes of the tax,

- the person so using them is treated as the manufactarer.) A second =
exemption is provided for nitric acid, sulfuric acid and ammonia

(and methane used to produce ammonia) used in the manufacture

or production of fertilizer or directly applied as fertilizer. Third, -

present law provides an exemption for sulfuric acid produced solely
as a byproduct of (and on the same site as) air pollution control
equipment. Fourth, any substance is exempt to the extent it is de-

. rivedfrom coal. = -
The Tax Reform Act of 1984 (P.L. 98-369)-added two further ex-
emptions to the tax on feedstock chemicals. First, the 1984 Act pro-

. vided an exemption for petrochemicals otherwise subject to the tax =

(i.e., acetylene, benzene, butane, butylene, butadiene, ethylene,

‘methane, naphtalene, propylene, toluene, and xylene) which are -

used for the manufacture or production of motor fuel, diesel fuel,
_aviation fuel, or jet fuet—(The petrolsum tax continues to apply to
domestic crude oil or imported petroleum products used for these

) purposes.) This exception applies if the-otherwise taxable substance-

is (1) added tc-a qualified fuel, (2) used to produce another sub-
stance that-is added to a qualified fuel, or (3) sold for either of the
-uses til\gwgif)ed-in (1) or (2) above. Second, the 1984 Act provided
hiat the transitory existence of cupric sulfate, cupric oxide, cuprous
oxide, zinc chloride, zinc sulfate, barium sulfide or lead oxide
during a metal refining process is net.subject to tax if the com-

pound exists in the process of converting or refining non-taxable.

.. metal ores or compounds into other (or more pure) non-taxable
‘compounds. (If a substance is removed in the refining process, tax
is iimposed \e.gl?n if the substance is later reintroduced to the refin-
ing process.) These provisions were effective as if enacted ag part of
CERCLA. ' : ‘

‘Under present law, if a taxpayer uses a taxable chemical prior to
any sale, the tax is imposed as if the chemical had been sold. When
a taxable chemical is used to manufacture or produce a second tax-
able chemical, an amount equal to the tax paid on the first chemi-
cal is aliowed as’a credit or refund (without interest) to the manu-
facturer or producer of the second chemical (but not in an amount
exceeding the tax imposed on the second chemical). Thus, the impo-

- sition of tax more than once on the same substance is avoided.

Amotnts equivalent to the revenues from the tax on feedstock

chemicals are deposited in the Superfund.  —

The tax on feedstock chemicals is scheduled to expire,'toge-th‘er.

~ with the petroleim tax, after September 30, 1985, with a provision

. for earlier termination if the unobligated balance in the Superfund
had exceeded $900 million. Further, the authority to collect the tax
terminates should cumulative receipts from the petroleum and
chemical taxes reach $1.38 billion (sec. 303 of CERCLA).®

$These termination provisions are explained in g“reater detail in the previous section on the
petroleum tax. ' . ‘



N

2. Post-closure Iigbillt_y tax and trust fund

Post-closure Liability Trust Fund - -/

In addition to the Superfund, CERCLA established the Post-clo-
sure Liability Trust Fund in.the United States Treasury. The Post-
closure Liability Trust Fund is to assume completely the liability,
under any law (including the liability provisions of CERCLA), of

- owners and operators of hazardous waste dis facilities granted
permits and (Froperly closed under subtitle C of the Resource Con-
servelt,tgmj%n Recovery Act (RCRA) (Title II of the Solid Waste Dis-
posal Act). D ) . o

This transfer of liability to the Trust Fund may take place after -
(1) the owner and operator of the facility has complied with the re-
" quirements under RCRA which may aftect the performance of the
acility after closure, (2) the facility has been closed in accordance
with the regulations and the conditions of the permit, and (8) the
facility has been monitored (as required by the-regulations and
permit) for a period not to exceed 5 years after closure to demon-
strate that there is no substantial likelihood that any migration

- offsite or release from confinement of any hazardous substance or
other risk to public health or welfare will occur (sec. 107(k) of
CERCLA). The transfer of liability is to be effective 90 days after -
the owner or operator of the facility notifies the Administrator of

- the Environmental Protection Agency (and the State, if it has an
authorized program) that the required conditions have been satis-
“fied. No liabilities have yet been transferred to the Post-closure
‘Trust Fund under present law. In addition-to pa%‘rlnent of damages -
and cleanup expenses for such sites, the Trust Fund also may be.
used to pay costs of monitoring and care and maintenance of a site
incurred -by other persons, after the the period of monitoring re-
quired by RCRA, for facilities meeting _the applicable transfer of li-
ability requirements. The Post-closure Liability Trust Fund does
not assume the legal liability of waste generators or transporters.

As in the case of the Superfund, claims against the Post-closure
Liability Trust Fund may be paid only out of this Trust Fund. If, at
any time, ‘claims against this Trust Fund'exceed the balance avail-
able for payment of those claims, then the claims are'to be paid in .
full-in the order in which they are finally determined. .

The Post-closure Liability Trust Fund is subject to the same ad-

. ministrative provisions. as the Superfund, including the right to

_ borrow limited amounts from the Treasury as repayable advances.

Tax on hazardous wastes . :

~ Present law (sec. 4681 of the Code) imposes an excise tax (the
“post-closure tax”) of $2.13 per dry-weight ton on the receipt of haz-
ardous waste at a qualified hazardous waste disposal facility. The
‘tax applies only to hazardous waste which will remain at the facili-
ty after the facility is closed. The tax is imposed on the owner or
operator of the qualified hazardous waste disposal facility. It was

° The Resource Conservation and Recoy,e? AQCRA) frovides for the regulation and con-
trol of operating hazardous waste dispoeal facilities, as well as the transporation, storage, and
treatment of these wastes. Permits generally are required under  RCRA for hazardous waste -
treatment, storage, and disposal facilities. k . . .

JI—
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‘intended that amounts equivalent to the revenues from this tax be
deposited into the Post-closure Liability Trust Fund. ‘

or purposés of the post-closure tax, the term hazardous waste
means any waste (1) having the characteristics identified under sec-

- tion 3001 of the Solid Waste Disposal ‘Act, as in effect on December .
. 11;-1980 (other than waste the regulation of which had been sus- .

pended by Congress on that date), and (2) which is subject to re-
Borting and - recordkeeping requirements under the Solid Waste
“Disposal Act as in effect on that date. Qualified hazardous waste

" _ disposal facilities are facilities which have received a permit or

been accorded interim status under the Solid Waste Disposal Act.

The post-closure tax applies to the receipt of hazardous waste
- after September 30, 1983. However, if as of September 30 of any
- calendar year after 1983, the unobligated balance of the Post-clo-
" -sure Liability Trust Fund had exceeded $200 million, no tax would
have been imposed during the following calendar year. Further, au-
thority to collect the tax terminates (1) should cumulative receipts
from the petroleum and chemical taxes described in the previous

section reach $1.88 billion, or, (2) if earlier, after Septgmber 30,

1985 (sec. 303 of CERCLA).

B. Non-tax Provisions

" 1, General provisions

The Comprehensive.Environfnehtal Response, Compensation and -

Liability Act of 1980 (CERCLA) provides a statutory scheme to
insure prompt response to and cleanup of releases of hazardous
substances. The burden of paying for such actions is placed on the
responsible party or, where the responsible party cannot be identi-
- fied or held liable, on producers and users of the chemical feed-
stocks generally associated with the production of hazardous sub-
-stances. In general, the law is designed to allow a governmental re-

. sponse to proceed where necessary, with the parties legally respon-
- sible for the release of hazardous substances later being held liable

(without regard to fault) for damages and costs resulting from the

release. To accom'FlishAthis, CERCLA created the Hazardous Sub-

-stance Response Trust Fund (‘‘Superfund”), to be financed by a
_ combination of special environmental taxes and Federal appropria-

tions and to be available for response actions and certain related

liability claims.

Under CERCLA,‘ the President 4is authorized, ‘in‘«the‘ case of a re- .

lease or threatened release of a hazardous substance or a pollutant

or contaminant into the environment, to take whatever removal,
remedial or other response action he determines to be appropriate - .
ntingency Plan (originally contained in the

under the National Co -in
Clean Waster Act but subsequently revised to apply to CERCLA).
" 'Releases subject to' CERCLA include any rel_eg&f

substance, other than workplace releases, certain nuclear reléases,

engine exhausts, and the normal application of fertilizer. Hazard-

- ous substances are defined as substances identified in specified sec-
.tions of the Clean Water Act, the Clean Air Act, the Solid Waste
- Disposal Act, and the Toxic Substances Control Act, and those des-
ignated under CERCLA. Hazardous substances do not include pe-

troleum (unless specifically designated as hazardous under these

of a hazardous .



‘_ ‘1>s i

laws). or natural or synthetic gases.. The Envxronmental Protection .
Agency (EPA) is authorized to designate additional substances as
hazardous if they present substantial danger to the public health
or welfare or to the environment.
~ CERCLA required the Federal government to develop a national
list of sites (the. National Priorities List) which are serious enough
to require remedial action. This National Priorities List is required-
to include the 400 most hazardous sites, and is required to be up-
“ddted annually. In compllmg this list, the EPA identifies and eval-
uates hazardous sites, beginning wnthla preliminary. assessment of
available information and proceedi s-{where appropriate) to an
actual site inspection. The sites are then ranked according to crite- .
ria relating to relative potential dangér from the release or threat-
‘ened release of hazardous substances into the air, surface water, or
groundwater at the site, with the hlghest ranking sites being se-
lected for the National Priorities List.-
. Sites which are listed on the Natlonal Priorities List are eligible
for EPA long-term- cleanup actions, using money from the Super-

fund. The State.in which the site is located generally is required.to .

.. pay 10 percent of the capital and first-year operating costs of a re-
medial action (50 percent or greater for State or locally owned or
~operated sites) and 100 pe;cent of the operating costs in subsequent
years.

As an alternative to pro%eedmg with a Superfund financed clean-

up, the EPA has authority, under section 106 of CERCLA, to initi- .
ate enforcement actions (mcludmg civil action and administrative
orders) to compel responsible parties to finance cleanup activities..
The EPA also has broad authority to enter into negotiations with
responsible parties regarding voluntary.cleanups or cash: settle-
ments. The availability of these alternatives (i.e., negotiation, en-
forcement, and Government-funded cleanup) is interided to permit
a larger number of sites to be cleaned up than would be possible
using any one method.

... If a governmental cleanup is initiated, the EPA has further-au- ,

. thority to allow the State to take a lead role in site response (coop-

- erative agreements) or (if EPA takes the leading role) to follow var-
ious long-term cleanup strategies. The' EPA also may initiate re-
moval .actions (including removal of hazardous substances, evacu-
ation of affected persons, and other.emergency measures) to pre-
vent immediate and significant harm to human n life, health, or the
environment. .

In addition to the cost of cleanup apphcatxons, there is author— ‘
ized to be paid out of the Superfund certain unsatisfied claims for
' damages resulting from the release of hazardous substances; clanms
for injury to, or destruction of, natural resources owned or con-
trolled by the Federal or State governments; and specified costs re-
- lating- to, site response or resource restoration. Payment of these
claims by the Fund transfers to the Fund the right of the claimant
to sue the party responsible for releasing the hazardous substance;
thus, Fund representatives may attempt to- recover claim payments -

from the responsible party or parties. There is no general provision

for private damage claims agamst the Fund
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2. Liability provisions - : o
Section 107 of CERCLA imposes liability for cleanup costs in-
curred under the National Contingency Plan, and for costs associ-

- ated with natural resource damages, on any person who is or was
the owner or operator of a site or the generator or transporter of
hazardous substances released into the environment. A strict liabil-

- ity standard (i.e., regardless of negligence) applies, and only limited .

" defenses (including acts of war, acts of God, and acts of independ--
ent third parties where the defendant exercises due care) are al-

. lowed. No liability arises with respect to releases permitted under
proviai:ims of existing Federal laws or the application of registered
pesticides. - , . : 4 : <

Liability under CERCLA  is generally limited to $50 million per
_ release, allowing owners and operators more readily to obtain.in-

. surance for their ability. In addition, owners and operators of ves- -
sels and offshore facilities are required to maintain evidence of fi-.
nancial responsibility, and the President is authorized to provide fi- -
parigisasl responsibility requirements for onshore facilities beginning

~ " The amounts recovered under these liability provisions are de-
posited in the Superfund. CERCLA also provides for certain penal-
ties and punitive damages which are to be deposited in the fund:

. These include punitive ama%‘es of up to three times the amount of
costs incurred as a result of the failure without sufficient cause, by
a person liable for a release or threatened release of a hazardous

* substance, to provide proper removal or remedial action upon order

- of the President pursuant to the Act. - :
- . CERCLA also, authorizes creation of an Agency for Toxic Sub-
stances and ‘Disease Registry to improve data collection and other-

N Kis?t }?ssist .in ‘matters concerning toxic substances and human
. nea : . : ’

- 3. Related statutes

Resource Conservation-and Recovery Act

The Resource Conservation and Recovery Act (RCRA) (Title II of
the Solid Waste Disposal Act) provides for the regulation and con-
trol of operating hazardous waste disposal facilities, as well as the -
transportation, storage, and treatment of these wastes. Permits are
required for treatment, storage, and disposal facilities. The-Envi-

~ ronmental Protection Agency may sue to require cleanup of an
- active or inactive disposal site if the site is posing an imminent and
. substantial hazard to public health and if there is a known respon-.
sible party. However, this provision does not provide funds for
- cleanup of hazardous waste disposal sites’when thé owner is un-
known, is not responsible, or is financially unable to pay for these:

costs. . .
The Hazardous and Selid Waste Amendments of 1984 (P.L. 98-
- 616) made various amendments to RCRA. These include: prohibi-
tions against the land disposal of specified types of waste (su%ject to
- certain EPA determinations) and against the pl_acini; of noncon- -
" tainerized or bulk liquid hazardous waste in landfills; minimum
technological standards and groundwater monitoring requirements
for land disposal sites; special rules for generators generating be-
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‘tween 100 and 1,000 kilograms of hazardous waste per month, and
a ban on underground injection near an underground source of
drinking water (with an exemption for RCRA and CERCLA clean-
ups). The 1984 amendments also included a new regulatory pro-
. gram for underground storage tanks. :

.Federal Water Pollution Control Act (“Cléan’ Water Act”),
Section 311 ‘ ) : :

“Section 311 of the Féderal Water Pollution Control Act (33 U.S.C. -
18831) established a $35 million revolving fund maintained by fines,
penalties, and appropriations of general revenue. The fund may be
used for cleanup of releases of oil into navigable waters and resto-
ration of accompanying natural resources. The Act also establishes
“ strict joint and several liability pertaining to responsibility for
cleanup expenses, and authorizes the fund to seek reimbursement.
from parties who release oil or designated hazardous substances
into navigable watersi'"® . °

i
|
i
!

i

; NI
10 Special oil spill compensation funds were also created under the Trans-Alaska Pipeline Au-

thorization Act (TAPPA) (43 U.S.C. sec:-1651) (maximum $100 million fund), the Outer Continen-

tal Shelf Amendments of 1978 (43 U.S.C. sec. 1331) ($200 million fund), and the Deep Water Port

Act of 1974 (33 U.S.C. sec. 1502) ($100 million fund), to compenaate for damages from specified

" categories of oil epills. These funds are financed by per barrel fees on certain oil. Collection of -

the fee under the Deep Water Port Act was suspended by P.L. 98-419 (the Deep Water Port Act

. Amendments of 1984).
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lili OPERATION OF SUPERFUND PROGRAM UNI)'ER
/ | PRESENT LAW

A, Superfund Program Activities

* Since the Superfund program started operating in 1981 it has
been involved mainly in conducting emergency responses (¢ removal
actions”) and in identifying and evaluating abandoned waste sites
in order to implement long-term cleanup (“remedial action).As of
the end of fiscal year 1984, the Environmental Protection Agency
(EPA) had identified 18,884 gotentlally ‘hazardous sites in' the
United States. As shown in Table 2, preliminary assessments were
completed at 10,767 of these sites (57 percent). Of the sites assessed,
. investigations were completed at 3,601 sites, and 546 were subse- :
quently placed on the National Priorities List (NPL) based on their
-high degree of hazard. The EPA estimates, assummg current rank-
ing criteria, that between I‘403xﬂnd 2,200 sites will ultnmately be
added to the NPL.

Y

Table 2.—Status of Po:tentially-Hazardous Wgste Sites

{Number of sites)
o . Through - Projected .
Site status fisca —— ,
“year 1984 Low Middle High

estimate estimate  estimate

Listed in ERRIS '.......... .. 18884 22000 - NA _ NA

Preliminary assessment......... 10,767 15200 NA =~ NA
Site investigation ...........cccveene 8,601 « 4,285 “NA ‘NA
National Priorities List 2....... 546 1,403 1,800 2,200 .

-1The Emergency. Remedial and Response Information S stem (ERRIS) is an
inventory of potentially hazardous sites maintained by the EPA. i
2 The National Priorities List contains sites determined to require remedlatlon
*  An additional 244 sites were grbposed for listing in October 1984, and another 26
- sites were proposed in April 1985

Source: U.S. Envnronmental Protectlon Agency Lo .

As shown in ’I‘able '8, of the 546 sites on the NPL, the EPA antici-
pates beginning mmal remedial cleanup measures at 87 sites and °
completing: cleanup at. 15 sites by the end of fiscal year 1985. The
EPA has 1mplemented ore removal actions (which are- generally
less expensive and shorter term) than it has remedial actions. By
the end of FY 1985, the EPA anticipates completing - 576 removal

_ actions.
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'l‘able 3. —Superfund Program Activitles

[Flscal years)
- Action 1981 1982 1983 1984 1985 Jotal
Remedial: 2
Preliminary ‘ . L - ‘
assessment........ 32,4564 32454 1,891 3,968 5,216 15,982
Site inspection........ 3870 3870. 550 1,311 1,380 4,981
Feasibility study: , o
Program-lead...... 20 30 84 9. 69 300
Enforcement- - I L o
lead............... . 0. 0 23 36 35 |
Remedial design..... 5 ~ b 6 18 64 . 98
- Remedial action:.... 1 22 19 20 25 87
- Completion.............. 0 5 1 0 9 - 16
Removal: ¢ ; : ’ . '
Completxon .............. 20 63 102 202 189 576
! Projected. o
" 2 Number of sites.
3 Estimate.

4 Number of actlons
Source: U.S. Envitonmental Protection Agency.

e B Haggglpgsﬂs_gpg_tance Rcspon's'ev Trust Fund
Outlays S ‘

~ Funding for remedial and removal actions comes from the Super-
fund. As a result of the long start-up time required for planning

site remediation projects, outlays from the Superfund have been
substantially less than receipts. As shown in Table 4, outlays

through fiscal year 1984 were $520.7 million, about 45 percent of -

the $1,151.7 million received by the Fund in this period.

No claims for injury to, or destruction or loss of, natural re-
sources have yet been paid by the Fund. However, 57 claims for
such damages, totalinig $2.7 billion, have been submitted by four -
States to EPA. EPA has rejected the claims because they have not
been presented to the responsible party and a restoration plan has
not been prepared as required by CERCLA 'l‘hese clalms are-cur-
rently the subject of litigation.
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_Table 4.—Superfund Accounts, Fidcal Years 1981284

[In millions of glollars]

Item _J . 1981 1982 1983 1988 dotal,
Receipts..'....‘.........‘..\. ...................... 145.0 307.4‘.‘ 331.6 3677 1,151.7
" Transfer from Coast Guard... 6.7 0 0 0 6.7
< v Excise taxes ... ... 1279 2440 2302 261.2 8633
Appropriations from gener- _ o ‘ :
ar!’ fund............ wenennn® 9.0 266 40,0 440 1196
Interest income.....,.c..cvimnennnes - 1.3 345 610 59.0 1558
Recoveries.......... .0 23 04 34 © 6.1
Outlays ........vusus vepeenne 80 '79.6 1478 2853  520.7. -
End of year cash balance .......... 136.9 364.8 5486 617.6 NA
Budget obligation ..., 40.3 180.7 2130}4 '.465.6 9168
" Removal and femediation..... 30.7 149.0 175.9\ 3667 7223
Enforcement program ............ 25 .84 117 267 55.8
. Research and development... 4.7 138 68 102 -3b65
Managemenht ..........c.cceeerenniennne 28 95. 114° 1712 40.4
Interagency.....icccoorivennnnes e 0 0 184 . 448 - 632
Unobligated balance ..................._104.8 231.5 3819.7 227.0 NA

Receipts generally‘ .

-1

- Sguzfses:-(l) Dept. of Treasury, Treasury Bulletin, First quarter, Fiscal 1985, p.
——210;"(2) U.S. Environmental Protection Agency. - e ' .

.

The primary source of Superfund reyenue has been the excise -
taxes on petroleum and 42 chemicals (“feedstock tax'’) enacted in
1980. In addition to the excise taxes, appropriations from general
revenues provided about 10 percent of the Superfund’s financing in_

“ the first four years of operation. Interest income Has become an in-". ~
creasingly important source of revenue as the Fund’'s balance has

increased (due to receipts in excess of outlays).
When the Superfund was enacted, it was envisio

]

ned that coll@c.-

. tions from parties responsible for hazardous waste sites would re-

. plenish the Trust Fund. However, cost recoveries have been small,
with only $6.1 mi]lion collected through September 1984. Cost re-
covery proceedings are generally initiated after remediationi is:.com-

- pleted and total costs are known. The EPA estimates that cost re-

» . covery actions will generate $32 million in fiscal year 1986, $55 mil- .
lion in 1987, $85 million in 1988, $116 million in 1987, and $190

million in 1990.

" Part of the cost of cleaning Superfund sites is pa

id by responsible

parties directly, under consent orders and settlement agreements
7 with the EPA, and is not recovered by the Superfund. A3 shown in
Table 5, private parties have agreed to expend $364 million on haz-
ardous waste site cleanups, of which $297 million involved sites on

the National Priorities List. :

t
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Table 5. —-l!azardous Waste Site Settlements and Unilateral Orders
in Compliance :

[Value in millions of dollars)

Site- 1980 - 1981 1982 1983 1984 1985 ,3;},‘3‘,5
National
riorities . .
~list ... ceerere -0 340 1257 993 1465 - 4.3 296.6
Other ......occccen 09 199 19 93 234 49 613

Total........... 0.9 539 204 108.6.169.9 91 3639

' Through March 1985.
Source: U.S. Environmental Protection Agency.

Chemical feedstock and petroleum taxes

The chemical feedstock and petroleum excise taxes have generat-
ed about three-quarters of the Superfund receipts, although tax
__revenues are running 20 ‘percent less than the $307 million per
" year rate projected in 1980. The shortfall is in part due to the econ-
omy-wide recession in the early part of the period in which. the
taxes have.been effective. Excise tax liability has increased to $71 -
million per quarter, in the first two quarters of fiscal year 1984,
after declining to $57 million per quarter in fiscal year 1983 (see
Table 6). As shown in Table 6, the portion’ of the excise taxes gener-
ated from each category (petrochemlcals, inorganic chemicals, and
petroleum) has been extremely stable, and is remarkably close to
the original estimate (65 percent from petrochemicals, 15 percent
“from inorganic chemicals, and 20 percent from petroleum).

.



7
I

1 / - .
- » [ :
Tabje 6.—Revenues from Feedstock and Petroleum Taxes ! -
/ L [Dollar amounts in millions}] \
"\“ . / , A . Fiscal year— ‘ .
“Faxable sibstance 1981 quarters HI-IV 1982 quarters I-IV 1983 quarters I-IV 1984 quarters I-I Total fscal years,

s % s. % s % s % . %
Petrochemicals......... | 86 662 157 656 150 661 98 690 501 ' 667
Inorganic chemicals ... 24 188 42 174 40 17.6 23 . 162 128 17.0
Petroleum .................... i 19 - 149 39 164 - 36 . 159 20 141 118- 15.7
Unallocated................. ; .. 0 0.0 1 0.6 1 04 1 0.7 4 - 05
Total.....corcoe / 1290 1000 239 1000 227 1000 142 1000 751  100.0

Quarterly ' ' ' . '
average..... , ...... 1T J— 60 ....cuee.e.en. LY — [ S 63 e

; 1In these data, excxse “taxes are allocated to the fiscal quarter in whxch the liability arises (which may be earlier than the quarter in
which Treasury receives payment).

Source: Dept. of Treasury, Internal Revente Semce, SOI Bulletin, Vol 3, No 2, (Fall 1983) pp. 31-34; and updated mformatxon from the -

. Statistic= of Income Branch of the IRS.
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. 'I‘he Internal Revenue Servxce estimates that the excise taxes, as

of March 1984, were paid by 611 companies. Although the average
annual chemxca}_feedstock tax liability for 1983 was approximately
$0.5 million per taxpayer, most of the revenue is collected from a

‘small number of companies with very large production volumes.-

From June 1981 through March 1984, the 10 largest payers of the
excise taxes accounted for approx\mately 47 percent of the total
‘tax llablhty ,

,\/“‘ «

~
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" IV. SUMMARY OF 8. 51, AS REPORTED BY THE COMMITTE
ON ENVIRONMENT AND PUBLIC WORKS o

In general - :

S. 51, as reported by the Committee on Environment and Public
Works on March 7, 1985 (S. Rep. No. 99-11, filed on March 18,
1985),"éxtends the Superfund for five years (through September 30, .. .

1990)"§t“?gn"6gg'régate funding level of $7.5 billion, including tax .
revenues of $6.47 billion and general revenues of $1.08 billion. Al-

.. though not containing a full revenue title, S. 51 specifies that an

- exemption from the chemical feedstocks tax (sec. 4€61) is to be al-
lowed for substances used to produce animal feed.!! o

_ Reauthorization provisions

.- As reg)orted by the Committee on Environment and Public-
- . Works, S. 61 would extend and expand the Superfund program for
" b years at d°total cost of $7.5 billion. Several provisions of the legis-
- lation would .Be likely to have a significant cost impact. These in-
* clade the following provisions: ‘ L \
" Scope of program.—The bill clarifies that the President should
give primary attention in using Superfund proceeds to releases
which present a public health threat, and specifies types of releases
which are not covered by the Superfund, including certain contami-
~nation of .groundwater resulting from natural causes. A special
“savings clause’’ allows the President to respond to any release or
threatened release, despite these exclusions, in emergency cases. -
"Cleanup standards.—The bill expressly defines the standards to
be applied in cleaning up Superfund sites, requiring at a. minimum’
that human health and the environment be protected by such
cleanups. The specific remedy at any site is left to a case-by-case .
determination. Howgver, the bill specifies that permanent solutions
(e.g., treatment) are referred to shorter-term response (e.g.,
containment of hazardous whste). L : .
Limits on removal actions.—The bill would expand the criteria
_under which the general $1 million and one-year (formerly 6
months) duration limits on removal actions may be exceeded, al-
lowing these limits to be exceeded whenever appropriate to achieve
a permanent remedy. . : .
" Operation and malntenance costs.—The bill would require that
when the remedial action is pumping and treatment of contaminat-
ed ground or surface waters, the Superfund must provide 90 per-
cent of operation and maintenance costs for a period of 5 years (as
opposed to 1 year under the current policy). v ;

«| cific tax proposals, is discusséd in Part VI

W \
Y
T

X 11 A proposed revenue amendment to S. 51, introduced i)y Sena,tqg’»étafford and fncluding spe- -
e . ! ' »
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Health studies and toxtcologwal profiles.—The bill would estab-.
lish a program for conducting health studies at Superfund sites and
for requiring health effects research on selected toxic chemicals for -

‘whxch there is madequate data. This program is authorized at a
minimum a(Fproprlatlon level of $50 million per year, or a 5-year
total of $250 million. The bill further mandates establishment of a
.hazardous substance inventory for Superfund sites.

State credit for past expenditures —The bill would altow a-State ~ -

to receive a credit for pre-Superfund expenditures against the law's
required- cost-sharing requirement. Additionally, where the State
enters into a. cooperative agreement with respect to a site on the
National Priorities List, the State could receive credit for certain .
‘costs incurred prior. to any obligation of Federal Funds.

Victims’ assistance.—The bill would establish a 5-year, five State
demonstration program to provide assistance to the victims of haz-
ardous wastes and toxic chemicals. It is authorized to a funding .
level of $30 million per year, or $160 million over a period of 5 -
years; the funding source would be the general revenue authonza-
tion described above.

In addition to these provnsmns, S. 51 includes several procedural

"and enforcement changes, including increased penalties; a provi-
sion for real estate liens against certain responsible parties; and a
provision that civil or administrative actions be allowed to be com-
pleted before contribution suits between respohsible parties may.
proceed. The bill also requires an opportunity for public comment -
before remedial actions-are taken or settlements agreed to, and
allows citizen suits to enforce CERCL.A requirements and to seek .
the performance of nondlscretlonary dutles by EPA.

Trust fund provisions

S. 51 would modify the present law trust fund provnslons to au-
thorize appropriations.of up to $206 million per year for fiscal
years 1986 through 1990 from general revenues. The bill would
retain all present-law expenditure purposes, including natural re- -

" source damage claims; as under present law, such claims could not

exceed 15 percent of amounts appropriated to the fund. S. 51 Would
further limit the authority to collect Superfund taxes during’ the 5-
year period beginning October 1, 1985, to $6.47 billion.
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V. DESCRIPTION OF ADMINISTRATION PROPOSAL (S. 494
~ AND S, 972)

A. Overview .

The Admlmstratlon proposal 2 -would extend the Superfund
through September 30, 1990, and provide a pro,)ectéd $4.5 billion in

tax revenues to the fund durmg the extension period. These reve- -
nues would be derived primarily from (1) an extension of the taxes -

on petroleum and feedstock chemicals under present law, and (2) a

" tax on-the treatment, sborage, disposal, and export of hazardous

wastes (‘‘waste management tax), effective October 1, 1985..The

waste management tax is intended to raise approxnmately two-

thirds of the tax revenue under the proposal, and the rates of this
tax would be adjusted (if necessary) to_cover shortfalls in overall

Superfund revenues during the extension period. No money would =~ i~
* be made available to the Superfund from general revenues. Ap-:
proximately $800 mxlhon of additional -‘Fund income is projected .

" from interest, cost recoveries, and fines, for total 5-year- rew(enue of

- damage claims as a permissible use of the Superfund, impose

$5.3 billion.
The Administration proposal -would delete natural resources

bernchmark cleanup standards for Superfund sites, and make vari-
ous further changes affecting the use of fund proceeds. No specific
schedule for cleanup activities would be provided.

B. Hazardous Substance Superfund.

*Under the Administration proposal, the Hazardous Substance
Response Trust Fund officially would be renamed the “Hazardous
Substance Superfund,” and would be placed in the trust fund sub-
title of the Internal Revenue Code. The Secretary of the Treasury
would continue to manage the fund and to report annually to Con-
gress on the financial condition and operations of the fund (Code
sec. 9602). The substantive trust fund provisions would generally be
the same as under present law, with the following modifications.

First, under the proposal, waste management tax revenues (tech-

mcally, amounts equivalent to these revenues) would be added to
i))resent law Superfund revenue sources.!? Also, the balance of the

ost-closure Liability Trust Fund, as of September 30, 1985, would
be transferred to the Superfund, in conjunction with the repeal of
that Trust Fund (descnbed below)

12 The pro| | has been lhlroduced by Senator Slafford by request, as S. 494 (non- revenue

. aspects) and S. 972 (revende aspects).

3 Present law revenue sources mclude the petroleum and feedstock chemical taxes (Code secs.
4611 and 4661), amounts recovered on behalf of the fund under CERCLA (as amended), all
moneys recovered or collected under section 311(bXx6XB) of the Clean Water Act, and penalhea
and punitive damages under the appropriate sections of CERCLA ‘

48-076 0 - B6 - 2
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\ Second, the proposal would ;ﬁlete- natural resource damage
1 claims (section 111(b) of present’'law CERCLA) as a Jaermitted ex-
penditure purpose. This would leave three permitted expenditure
purggies for the Superfund: (1) response costs; (2) related costs de- .
~ - iscri in section 111(c) of CERCLA; and (3) compensable but unsa-
tisfied claims under section 311 of the Clean Water Act. .
Third, as under present law, the Superfund would be allowed to
borrow from the Treasury, as repayable advances, amounts not ex-. .
- | ceeding estimated revenues during the next 12 months; however,
_ ' such advances would not be limited (as they are under present'law) - -
- to catastrophic spills. All such advances would be required to be
reg‘aid on or before September 30, 1990. .
. lggsamended trust fund provisions would be effective on October
- .

SN C.'Tax Provisions
- 1. Taxes on peétroleum and feedstock chemicals

The Administration proposal would continue the taxes on petro-
leum (Code sec. 4611) and feedstock chemicals (sec. 4661), at their
present law rates, through September 30,71990. .

. A special rule would provide for suspension or termination of
each-of these taxes if, on September 30, 1988 or 1989: (1) the unobli-
gated Superfund balance exceeds $1.5 billion, and (2) the Treasury,
after consulting - with EPA; determines that this balance will -
exceed $1.5 billion on the following September 30th if neither of
these taxes or the waste management tax (described below) are im-
posed during the intervening year. If these conditions are met, the
tax would be suspended for one year following the date of the de-
termination. Authority to collect the petroleum, feedstock, and— -
waste end taxes would expire when and if Superfund receipts from

“sources (including tax revenues, interest, recoveries, and fines)
total $5.3 billion. : -

2. Waste management tax

-

Impositionof tax ..

Under the Administration proposal, a.tax would be imposed on
(1) the receipt of hazardous waste at a qualified hazardous waste
management unit, (2) the receipt of hazardous waste for transport

"from the United States for the purpose of ocean disposal, and (3) °

the export of hazardous waste from the United States. The term -
" “hazardous waste” would mean any waste listed or identified
under section 3001 of the Solid. Waste Disposal Act (SWDA), as
amended. (This portion-of the-SWDA is also known as the Resource
Conservation and Recovery Act (RCRA).) The Treasury, in consul-
tation with EPA, would—q‘rescripe rules relating to the imposition
~ of tax, if any, on wastes {st&f under the SWDA after the date of
enactment. : - . oo o

For purposes of the tax, a qualified hazardous waste manage-

oy ment unit is defined as (1) the smallest area of land on or in which

-~ 'hazardous waste is placed or, (2) a structure on or in which hazard-

ous waste is placed, provided that such area or structure isolates

" hdzardous waste within a qualified hazardous waste management

A
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facility and is required to obtain interim status or a final permit
under Subtitle C of the SWDA. A qualified waste management fa-
cility is defined as any facility (as defined under Subtitle C of the

SWDA) which has received a permit or has been accorded interim
status under section 3005 of the SWDA (or an equivalent State pro-

‘gram authorized under section 3006 of that Act). This distinction

between units and facilities means that tax would not necessarily
be imposed at qualified facility until hazardous waste is received at

"“'aiﬁ[taeciﬁe -unit-that isolates hazardous wastes within the overall fa-
. cility. L -

- The terms “treatment”’, “storage’, and “‘disposal” would be de-
fined as in section 1004 of the SWDA. The term “ocean disposal’”’
would be defined as the incineration or dumping of hazardous
waste over or into ocean waters or certain waters described in the -
Marine Protection Research and Sanctuaries Act of 1972. '

Tax rates B :

© Statutory rates.—The Administration’s f)ropos‘ed waste inahaie'-"
the -

ment tax would be imposed at two distinct rates, depending on
treatment or disposal method employed for the hazardous waste. -

- For hazardous waste received in a.landfill surface impoundment,
waste pile, or land treatment unit !4 (that meets the definition of a
qualified hagardous management unit), the tax would be imposed
at a rate of '$9.80 per ton for fiscal year 1986. This rate would be
“phased up” in each succeeding fiscal year; reaching a maximum

- rate of $16.32 for fiscal year 1990 as well as any 1991 extension
"". period (discussed below). ‘

For hazardous waste exported from the United States, received -
for transport from the United States for purposes of ocean disposal,

or received at a qualified hazardous waste management unit other

than a landfill, surface. impoundment, ‘waste File, or land treat-
ment unit, the tax rate would be $2.61 per ton for fiscal year 1986,

-~ phasing’up to $4.37 per ton in figcal 1990 (and any 1991 extension

and 3005 of the SWDA. -

period). . . e -
 Rate adjustments.—In addition-to the phase-up of rates described .
above the Administration proposal calls for adjustments in the
waste management tax rates, beginning in 1988, to cover any short-
falls of Superfund revenues from all sources (including the petrole-
um, feedstock and waste end taxes, recoveries, penalties, and inter-

_est). These adjustments would be made according to a series of stat-

utory formulas. Each fiscal year of the reauthorization period, ag-
gregate Superfund revenues would be compared to preset ‘‘project-

- ed revenue amounts” (see Table 7). The waste management tax-

rates would thén be increased, beginning in ‘1988, to cover overall
Superfund revenue shortfalls for the year which is two years earli-
er than the year in question (i.e., 1988 tax rates would compensate
for 1986 shortfalls, and so on), with a final adjustment in 1990-91

“in order to meet the original 5-year revenue targets. The formulas

in the'Administration proposal are intended to ensure that revenue
targets are met, without .delegating authority to Treasury to read-
just the tax rates. L o 4

14 These terms would be defined as unde; EPA regulations issued pursuant to sections 3004



30

N
v

_Table 7.—Projected Superfund Revenues For Purpose of
Implementing Rate Adjustments Under Administration Proposal

. ) ‘ Projected

. : overall '

“Fiscal yéar -~ . - Superfund

L revenues

(millions)

T T st $978
1987 .. i e e seest st s erereereiens e : 989
1988............ rereresiienanes eebesnssresiieisane feerrrneee e res s an e st e , 1,036
1090 iieriiiiririiniiestoneisisssessiaersessesressnessssensassnasesenssssnsetssasass 1,093

1991 oo e eerrenionrens 1,205

. As a final .measure_to achieve revenue.targets, the proposal
- allows for a maximum 6-month extension of the tax, at 1990 rates,
if aggregate receipts for the period from October 1, 1985 through
September 30, 1990 are less than $5.2 billion.

Exemptidns

Two full exclusions from the waste management tax would be
provided under the Administration proposal—First, an exclusion
. would be provided for the treatment, storage, or disposal of any
hazardous waste pursuant to.a-removal or remedial action under
CERCLA, where (1) the response action has been selected or ap-
proved by EPA, and (2) the release, or threatened release, of the
substances which caused the response action occurred before Octo-
ber 1, 1985. Second, hazardous waste generated at a federal facility, -
and subsequently received at a qualified hazardous waste manage-
ment unit or exported from the United States, would be exempt .
from tax. The Administratioh proposal does not provide an exemp-
tion for the treatment of hazardous -wastes. ' )

" Procedure and administration

Imposition of tax.—Generally, the tax would be imposed on the
owner or operator of a qualified hazardous waste management
unit. In the case of ocean disposal, tax would be imposed on the
owner or operator of the vessel or aircraft that dispses of hazard-
ous waste in or over the ocean, In the case of export, tax would be -
on the exporter of hazardous waste. : , .

Credit for tax paid.—The proposal includes a mechanism for
credits or refunds where tax.is paid with respect to hazardous
waste and the waste is subsequently received at another qualified
unit, received for transport for ocean disposal, or exported trom the
- United States (i.e., where a second taxable event takes place). The
amount of this credit is limited to the product of (1) the lesser of (a)
the quanitity of hazardous waste transferred, or (b) the quantit{ of
" hazardous waste on which the tax was previously paid, multiplied

by (2) the lesser of (a) the rate of tax payable by the party receiving
the hazardous waste, or-(b) the rate of tax previously paid on the .
waste. These limitations prevent a refund for an amount greater
- than the tax originally paid. ) '
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‘Credits or refunds would be made, without interest, to the person-
who paid the original tax, following the same procedures as would
be used for overpayments of tax.

. Informatjon reporting.—Persons subject to the waste management
tax would be required to submit to the Treasury such information
_ as may be required in regulations, including (but not Jimited to) in-_
formation which is required to be.provided to -EPA under the
: SWDA. A penalty of $25 per day (but not to exceed $25,000) would
-——--- bg~imposed for-failure to provide such information, unless it is
shown -that such failure is due to réasonable cause and not due to
willful neglect. The proposal specifies that this'is in addmon to any

other’ penalty provided by law.

Effective date

. The waste management tax would be effectlve for hazardous
~ ‘'waste received or exported after September 30, 1985
—"—"-_’J Termination date :
The tax would expite after September 30, 1990 unIess the Treas- 3
ury determines that total Superfund receipts for the erlod October
1, 1985 through September 30, 1990 are less thon $5.2 billion. In
that case, the tax would terminate no later than March 31, 1991 (at
. 'the-1990 rates). Authorit; z to collect the tax (together with the pe-
~troleum and feedstock chemical taxes) would expire earlier than
September 30, 1990, when and if Superfund receipts during the re-
guﬁhonzatlon period (including mterest and -recoveries) total $5.3
illion :

=== D. Repeal of Post: closure Liabillty Tax and Trust Fund

The Post-closure Liability Trust Fund and the Associated waste
disposal tax (Code secs. 4681 and 4682) under. present law would be
repealed, effective October 1, 1985. Amounts in the Post-cjosure 8
Trust Fund at that time would be transferred to the’ Superf nd (as
descrlbed .above)..

E Non-tax Provisions Affectmg the Hazardous Substance
Superfund

In addition to the tax and trust fund provisions descnbed above,
the Administration proposal would make various changes in the -
non-tax portions of CERCLA. Aspects of the proposal most likely to
affect the uses of Superfund proceeds include the following mat- -
ters:.

Scope of activities.—As under present law, the proposal would
concentrate Superfund resources on hazardous waste sites (princi-
pally, abandoned and uncontrolled sites);" municipal and industrial
waste sites with problems, and sites govemed by RCRA but-owned
by insolvent compames However, the proposal also includes a

“safety valve” allowing the President to direct response to any
emergency hazardous substance release using Superfund proceeds.

Cleanup standards.—The proposal would establish benchmark
cleanup standards for Superfund sites. In general, these standards

- set levels of protectnon equal to those established by other envnron-

,
\
A

\
\ .
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mental statutes, and are mtended to promote permanent cleanup
. solutions at Superfund sites. .

State responsibilities.—The State “matching share” of capital
cleanup costs would be increased from 10 to 20 percent (from 50 to
75 percent for State-operated sites). However, the proposal would
also allow States to enact taxes similar to the Superfund taxes (this
is preempted under present law), and allow certain State enforce--

, _-ment costs. to be eligible for funding.

Enforcement. —Enforcement provisions would be- strengthenedm~—~——~
several ways, including an increase in civil and criminal penalties;
a provision for imposition of real property liens on responsible par-
ties; and delay of contribution suits betweet;(fotentlally liable par-
ties until after enforcement actions are judged or settled.

Community involvement.—The proposal includes a statutory re-
quirement that affected citizens be notified of proposed cleanup ac-
“tions, and be given an opportunity o comment.
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VI. OTHER SENATE BILLS RELATING TO F!NANCING OF -

— SUPERFUND

A. S. 14 (Sens. Moynihan and Bentsen)—*“Hazardous Substance
Response Act of 1985"

. Qverview

S. 14 (“The Hazardous Substance Response Act of 198'5”), mtrg;_ N

nators ‘Moynihan and Bentsen, would impose a “waste

end’ tax designed to raise approximately $1.5 billion of Superfund

revenues over a five-year period. The tax would be imposéd on four

different categories of hazardous waste, depending on the method .

of disposal or storage used for managing the hazardous waste, and

would provide an exemption for hazardous waste treatment facili-

‘ties. The tax imposed by the bill is intended to be an additional,

rather than an exclusive, source of revenues for the Superfund.

Imposmon of tax

The bill would impose a tax on (1) the recelpt of a hazardous
waste for disposal at a qualified hazardous waste disposal facility, - .
or (2) the long-term storage of a hazardous waste in a qualified haz- . " -
ardous waste storage facility. Long-term storage would be defined’
as storage for one year or more.*

. Hazardous waste subject to the tax would mclude any waste
which is identified or listed under section 3001 of the Solid Waste
Disposal Act (SWDA) as’'in effect on the date of enactment of the
bill, other than waste the regulation of which has been suspended
by Congress‘, and which is subject to recordkeeping réquirements
under sections 3002 and 3004 of that Act. The tax would not apply.
to any wastes which are exempt: from regulation as a hazardous
waste under section 3001 of the SWDA as of the date of enactment.
If any waste is subsequently determined by EPA to pose a potential -
danger to human health and the environment following studies .
under section 8002 of the SWDA, and if EPA promulgates regula-
tions for the disposal of such waste, then the bill directs EPA to

" transmit to Congress a recommendatlon for imposing tax on the
disposal or long-term storage of such waste. Tax would actually be
imposed only when authorized by legislation. :

Qualified hazardous waste storage facilities would mclude ‘any
storage facility, waste pile, or surface impoundment permitted or
accorded interim status under section 3005 ° of the :
SWDA.“ Qualiﬁed hazardous waste.disposal. facilities would mean [’

“*For purposes of this rule, in the case of fungible waste, the last waste praced in a facility
would be presumed to be the first waste removed (i.e., LIFO accounting).
sw‘gke terms * waste pﬂe and ‘surface 1mpoundment would be defined by reference to the
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any disposal facnhty permitted or accorded interim staths under
. section 3005 of the SWDA, section 102 of the Marine Protection,
Research and Sanctuaries Act, or part C of the Safe Dr;pkmg
-Water Act.

For purposes of the tax, the term disposal would mean the dis-
charge, deposit, injection, dumping, or placing of any hazardous
waste into or on any land or water so that such hazardous waste
- may enter the environment.

Tax would not be imposed on hazardous waste that is “treated”.
w:thm ‘one year after receipt at a hazardous waste facility. Treat-

ment is defined as any method, technique, or process designed to - 2

change the ghyswal chemical, or biological character or ¢composi-
tion of; any azardous waste so as to convert-it to a nonhazardous
waste. : ’

Tax would also not be imposed under the bill on the hqzardous'
waste that is reclaimed. Reclamation includes (1) the processing of
 hazardous waste to recover a usable product (or to regenerate the
waste), (2) the use of hazardous wastes as an ingredient (including
an intermediate ingredient) in an industrial process, and (3) the use

- of hazardous wastes as an- effective substitute for a commercial

product. Reclamation does not include the use of hazardous wastes
to produce products that are apphed to the land or burned for
- energy recovery.

Tax would be imposed on the bﬁ
treatment or reclamation method where such byproduct or residue -
itself constituted a hazardous waste.

Tax rates

Tax would be imposed on four categories of hazardous waste, de-
pending u dpon the disposal or storage. method employed. ‘

(1) Land disposal.—A $45 per ton tax rate would apply to hazard-
ous waste disposed of in landfills, waste piles, or surface impound- -
_ments (as defined under the SWDA).

(2) Ocean dumping or land treatment.—A $25 per ton tax rate -
would apply to hazardous waste disposed of by ocean dumping or
land treatment.18. :

(3) Underground injection.—A $5 per/ton tax rate would apply to
hazardous waste which is disposed of by underground miectxon

(4) Long-term storage.—A 345 per ton tax rate would apply to .
hazardous waste which is stored for more than one year. .

. As an alternative to the tax rates above, if the owner or operator
of a qualified hazardous waste storage or disposal facility can estab-
lish the water content of the hazardous waste deposited for storage
" or disposal, the owner or operator could elect, pursuant to Treasury
regulations, to pay a tax of $50 per ton on the amount of such
‘waste reduced by the weight of water (i.e.,, on a "dry weight” basis).

" "'For this purpose, air and water effluents permitted by the Federal Government or by dele-
ated State agencies, under the Clean Air Act or the Clean Water Act, would be treated as non-
Lnrdou. wastes.
18 Land treatment is a form of disposal resulated under RCRA 'I'hia is dmtinct from treat-
ments as defined by the bill, which would be exempt from tax

product or residue from any
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Exclusions from tax

. The treatment or reclamation of hazardous waste (as defined
- under the bill) would génerally not be subject to tax. The bill also
would provide.the following specific exclusions from otherwise ap-
plicable tax: ,
~ First, no tax would be imposed on the disposal-or long-term stor-
age of wastes in a surface impoundment which is part of a second-
ary or tertiary phase of a biological treatment facility subject to a
permit issued under section 402 of the Clean Water Act. This exclu-
sion would apply only if the facility is in compliance with generally
applicable ground water monitoring requirements for facilities per-
mitted under section 3005(c) of thie SWDA. : N
Second, no tax would be imposed on the disposal or lonﬂ-term
storage of certain wastes under the praovisions of CERCLA. This ex-
clusion would apply to (1) any waste disposed of in the course of
carrying out a removal or remedial action under CERCLA (provid-
ed that the disposal or storage is carried out in accordance with a
- plan approved by FPA or the State), (2) any waste removed from a
faciity listed on the National Priorities List, and (3) any waste re-
moved from a facility for which notification has been provided to
‘EPA under section 103(c) of CERCLA (relating to certain nonper-
mitted facilities) or 105 of CERCLA (relating to the establishment
of the''national contingency plan for the removal of oil and hazard-
ous substances). :

"

Procedure and adminhistration

- Liability for tax.—The tax would be imposed on the owner or op-

erator of the qualified hazardous waste disposal or storage facility.
In the case of disposal, the tax would be imposed at the time that
the 6wner or operator of the facility signs (or is required to sign)
the manifest or shipping paper accompanying the hazardous waste
(in the case of onsite facilities, the time at which the description
and quantity of the hazardous waste are entered, or required to be
entered, in the operating record).-In-the case of long-term storage,
the tax would be paid at the expiration of one year following the
date the waste was initially ‘stored. .

In the case of hazardous waste that is not disposed of or stored at
a qualified facility as required in applicable regulations (e.g., “mid-
night dumping”), the tax would be imposed on the person disposing
of or storing the hazardous waste.

Credit for prior tax.—Under the bill, if a person pays tax on the
long-term storage of a hazardous waste, and the same person subse-
quently disposes of the waste, a credit would: be allowed against the
otherwise applicable disposal tax for any tax previously paid on the
storage of the waste. If one person pays tax on the long-term stor-
age of a waste and subsequently delivers that waste to another
person, who is the owner or operator of a qualified di?posal facility,
then a nonrefundable credit would be allowed to the first person.!?

Information reporting.—The bill would require any person liable
for tax to keep records and comply with rules-and regulations es-

19 For purposes of implementing these rules, in the case of fungible wastes, a “last-in first-
out” presumption would apply. .
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tablished by the Treasury Department to ensure proper assessment
and collection of the tax. The Treasury Department would be di--
rected to consult with EPA to ensure that records, statements, and -
returns for tax purposes be consistent, to the extent possible, 'with —
reports required to be submitted to EPA under the Solid Waste
Disposal Act. As part of this coordination, the Treasury could re-
quire any generator, transporter, disposer, or storer of hazardous
wastes to submit to the Treasury copies of records or reports re-
gan'ed under the SWDA, the Marine Protection; Research and
nctuaries Act, or the Safe Drinking Water Act

Allocation to Superfund

Revenues froin the tax (technically, amounts equnvalent to these
revenues) would be allocated to the Superfund under the appropm-

_ ate provision of CERCLA

Effective date

The tax generally would be effective for hazardous waste re-
cewed for disposal or placed into long-term storage on or after Jan-
uary 1, 1986. -

Termination dare -
The tax 1mposed by the bill would expire on September 30, 1990
-

Study

The bill would require t?he Secretary of the Treasury, in consulta-
tion with the EPA Administrator, to submit to Congress not later
than January 1, 1987, and annually thereafter, (1) a report on the
amount of revenues bemg‘ collected by the tax imposed by the bill, -
and (2) the Secretary’s recommendations (if any) for changes in the
tax. These would includ¢ recommended changes in order to (1)
raise the amount of revenue originally. anticipated from the tax, (2)

-

. ensure that the tax is discouraging the envxronmentally unsound - -

disposal of waste, and (3) ensure that the tax is bemg collected with -
maximum administrative feasnblhty -

. B. Revenue Amendment to S. 51 (Sen. Stafford)

S 51, as reported by the Committee on cnvironment and Public -
Works, provides for a §-year extension of the Superfund at an ag-
gregate $7.5 billion funding level, not including interest and recov-
eries (discussed in Part IV above). A - proposed amendment to S. 51,
introduced by Senator Stafford,2° is intended to raise this $7.5 bil--
lion gver a five-year period, using the followmg revenue sources: (1)

- an extension of the petroleum tax at a 4.5.cent per barrel rate; (2)

an expanded and (in some cases) increased tax on chemical feed-
stocks, to be indexed for inflation and including and export exemp-

. tion; 3) a tax on disposals of hazardous waste as well as releases of

hazardous substances (d4s defined by CERCLA) into the environ-
ment; and (4) a tax on a corporation's net receipts in excess of $75
million. The amendment would further direct a study of a tax on

_/

20 131 Cong. Rec. S. 526 (Jan. 22, 1985). This amendment isa correcwd version of an amend-
ment orginally introduced on Jnnuary 3.
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imported chemical derwatwes to complement the chemical feed-

stock tax. Total Superfund revenues also would include $206 mil-

lion per year of general revenue appropriations. :
In line with ?roposed funding level of S. 51, the authority to col-

lect any Superfund taxes would terminate when the aggregate Su-

lxl'fund revenues during the reauthorization period equal ed $1.5
ton

Petroleum tax

The amendment would increase the present law environmental
excise tax on petroleum from 0.79 cent per barrel tax to 4.5 cents
per barrel, effective from January 1, 1985, through September 30, -
1990. The tax would terminate earller than September 30, 1990, on
any date on which the Treasury Department, in a manner ‘to. be
prescribed by regulations, determines that the sum of amounts re-
ceived by reason of the petroleum, chemical feedsteck, waste end
and co éx)rate net receipts taxes (proposed by the amendment) will
equal $6.47 billion. :

Tax on feedstock chemicals

 Tax- mtes ,

The amendmenf would extend and expand the present law envi-
ronmental excise tax on feedstock chemicals, so that the specified
organic and inorganic substances sold by the manufacturer, produc-
er, or importer would be taxed in accordance w1th the following
table (Table 8).

'l‘able 8 —Chemical Tax Rates Under Present Law and Proposed
Revenue Amendment to 8. 51 | .

[Tax rates per ton, before any inflation adjustment}

. Proposed P*oposed
Chemical substance Present law rate on sales  ‘rate on sales
. " during 1985 after 1985

1.4

Organic chemicals: , e -
Acetylene ...........ceeereenen. $4.87 $8.83 - $10.23

Benzene .......coieneeniinan A 4.87 6.60 8.80
Butadiene...,q....ccooverinnnen. ) 4.87 9.79 - 10.23
- Butane....iin: 487 - 4.87 : 5.60
. Butylene........c.ieciiiennns : 4.87 . b16 . 687
Ethylene........coieinienns o 487 6.89 9.19
Methane........c..cocverivennee. 344 , . 3.4 3.44
‘Naphthalene...........cc.ec.... '4.87 - 6.89 9.19
Propylene.......cccoucreccnninnnnn 487 5.87 - 1.82
_ Toluene.......ccocovvireveerernnns 4.87 5.19 6.92.
Xylene........coceetiviiivnreniennnns 4.87 7.70 10.23
Inorganic chemicals: '
Ammonia.........cvvriieinennns 2.64 2.64 3.62
Antimony....... 4.45 9.34 - 9.34
Antimony trioxide. 3.76 - 1.87 . ggg

Arsenic 445 9.34



38

. Table 8.—Chemicél Tax Rates Under Present Law and Proposed
. Revenue Amendment to S. 51—Continued : A

[Tax rates per ton, before any inflation adjustment)

. o i ~ Proposed Proposed
Chemical substance Present law rate on sales  rate on sales
: during 1985 after *385

Arsenic trioxide ............... 341 7.16 " 17.16
Barium sulfide ............o.... 230 4.83 4.83
~ Bromine.........ouvinniinini. 4.45 9.34 9.34
< Cadmium......ccniinioes " 445 934 9.34 .
Chlorine................. ereeteerene 270 3.05 4.07
Chromite ......cocevercrriannenn 1.52 1.52 - 1.52
- Chromium.........ccveerirniunns + 445 934 - 934"
T Cobalt.eiriinieniieneenennis 4.45 9.34 9.34
Cupric oxide..........oovvveunnee ' 3.59 754 7.64
Cupric sulfate...x:......... 1.87 3.93 3.93
Cuprous oxide.........oocvnues - 397 . 834 834
Hydrochloric acid ............ , - 0.29 ., 061 ~ 061
- Hydrogen fluoride ........... 4.23 8.88 8.88
Lead oxide............... rereeraes 414 -.0. 0
" Mercury....nniennnnins 4456 - 934 934 -
Nickel ....c.ccocenirreererearennens 445—- 9.34 934
‘Nitric acid..ovviiininnidon 0.24 -0.50 0.60
Phosphorus........ e ) 4.45 9.34 934 -
‘Potassium dichromate.... . 1.69 3.56 3.56
" Potassium hydroxide....... 0.22 . .0.46 - 0.46
Sodium dichromate......... - 1.87 - 3.93. 3.93
Sodium hydroxide............ 028 = 0.59 0.59
Stannic chloride............... 2.12 " 445 4.456-
. Stannous chloride............ " 2.85 . 5.98 5.98
© Sulfuric acid ........ivereeenne : 0.26 0.55 0.55
Zinc chloride..............5.... 2.22 4.66 4.66
"~ 2inc sulfate......... rrerreeresaens 190 -3.99 3.99
Additional organix or inor-
ganic chemicals: .
Acetone................. resveeenens 0 8.64 8.64
Barium.......ccocvvieninninicinnins .0 0381 0.81
Bis (2-ethylhexyl) '
- phthalate.....cccc..rccri -0 8.64 - 8.64
{"Carbon tetrachloride....... . 0 8.43 - 8438
. - Chlorobenzene........ verrennns » 0 27.66 27.66
' Chloroform..........ccccucurcunne 0 2593 . 25.93
~~- 1,2-Dichloroethane........... _ 0 . 4.54 4.54
—.¢ Etylbenzene............ce..c..... - 0 - 27133 - 27.83
LD 7Y OO 0 8.27 11.03
Methylene chloride.......... 0 21.61 21.61
Methyl ethyl ketone........ 0 .14.26 14.26 -
Pentachlorophenol .......... 0 28.59. 28.59
Phenol........ccccrivvenccnnrinnnns 0 44.95 44.95
1,1,2,2,- 0 ‘

Tetrachloroethane....... - 6.05 6.05
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Table 8.—Chemical Tax Rates Under Present Law and Proposed
' Revenue Amendment to S. 51—Continued

{Tax rates per ton, before any inflation adjustment) .

' _ Proposed Proposed
Chemical substance Present law " rate on sales  rate on sales

during 1985 after 1985

1,1,2,2,-

. Tetrachloroethene........ .0 21.18 21.18
Trichloroethylene........... 0 60.51 60.51
1;1,1-Trichloroethane...... 0 3933 39.33

0 “11.24 - . 11.24

‘Vinylchloride.................... A

For each year, the rates specified in the table woﬂldbé édjusted
for inflation. In the case of organic substances, the inflation adjust-

ment for any year would be the percentage by which the average . \

roducer price index for basic organic chemicals of the Bureau of

bor Statistics, for the 12-month ‘period ending in September of
- the preceding year, ®ceeds the comgarable average of the index
- for the 12 months, ending in September 1984. In the case of inor-
ganic substances, the inflation adjustment for any year would be
the percentage-by which the average producer price index for basic
inorganic chemicals for the 12-month period ending .in the preced-
ing September exceeds the comparable averages for the 12 months

ending in September 1984.21 '
 Exemptions a T o

The amendment would retain the present law exemptions to the

tax on feedstock chemicals, and add the following two exemptions.

_ Exports of taxable chemicals.—The amendment would provide
-that the tax on feedstock chemicals is not to apply to feedstock
chemicals that are exported from the United States. In particular,’
the amendment would exempt from tax any taxable substance that
is sold by the manufacturer or producer for export, or for resale to
a second purchaser for export. If the purchaser cannot certify in
advance that a substance will be exported, or if a tax has otherwise
.been paid-en the exported substance, the person who paid the tax
could claim a refund or credit (without interest) for the amount of
- 'the tax previously paid; such person would be required to repay the
tax ‘to the exporter or to obtain the exporter's written consent to
his receiving the credit or refund. The Treasury would be. author-
_ized to prescribe necessary regulations for administering these pro-
visions,22 _ ‘ ‘ :

Substances used to produce animal feed.—An exemption from the
feedstock tax would be provided for nitric acid, sulfuric acid, phos-
phoric acid, or ainmonia (or methane used to produce ammonia).
- used in a qualified animal feed use by the manufacturer, producer,

—

?! Tax rates would ot be réduced below the levels shown in Table 6 even if the producer
. price index.declines.’ - . .
22 Rules similar to the rules of sec. 4221(b) (regarding sales for further manufacture or export

for excise tax purposes) would apply in determining proof of export. ,
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or importer, or else sold for use (or for resale for ultimate use) in a
qualified animal feed use.??® Qualified animal feed use would mean -
any use in the manufacture or production of animal feed or animal
feed supplements, or of ingredients used in animal feed or animal
feed supplements. If tax is paid and a substance is subsequently
used in a qualified animal feed use, under Treasury regulations,
the person so using the substance would be entitled to a credit or
refund (without interest) of the tax paid. Conversely, if an exemp-
tion is allowed and a substance is subsequently sold or.used for a -
non-animal feed purpose, the person so selling or using the sub-
stance would be subject to tax as if he had manufactured the sub-
stance. :

" Effective date :

The amendments to the tax on feedstock chemicals would be ef-
. fective from January 1, 1985. .

Termination date )

The tax would expire after Sepfember 30, 1990, with a provisi‘dn
for earlier expiration if the sum-of-Superfund tax revenues equals
$6.47 billion; (discussed above under the petroleum tax).

Environmental toxics tax . T
Imposmon of tax '

The amendment would impose a tax on (1) the release of any
hazardous substance,?* and (2) the receipt of a hazardous waste for
disposal at-# hazardous waste disposal facility. A _

Hazardous’ waste subject to the disposal tax (item (2) above)
would include any waste (1) which is-identified or listed under. sec-,

tion 3001 of the Solid Waste Disposal .Act (SWDA) as in effect on

the_date of enactnrent of the proposal, other than waste the regula-"~
tion of ‘which has been suspended by Congress, and (2) which'is sub-
ject to recording or recordkeeping requirements under sections
3002 and 3004 of that Act. The tax would not apply to any wastes
which are exempt from regulation as a hazardous waste under sec-
tion 3001 of the SWDA as of the date of enactment. If any waste is
subsequently determined by EPA to pose a potential danger to .

human health and environment, following studies under section -

8002 of the SWDA, and if EPA promulgates regulations for the dis-
posal of such waste, the amendment directs EPA to transmit to
Congress a recommendation for imposing a tax (if any) on the dis-
posal or long-term storage of such waste. This tax could actually be
imﬁosed only when authorized by legislation. R

- Hazardous waste- disposal facilities would mean any disposal fa-
cility issued d permit or accorded interim status under section 3005
of the SWDA. The term “disposal”, in turn, would mean the dis-
charge,. deposit, injection, dumping, or placing of any hazardous

ment of that bill. . g
*4 For these purposes, the terms ‘'release” and “hazardous substance” (as well as the term
" “environment”’) would have the meanings assigned by CERCLA. This is distinct from the term . ,
"ham;dous waste,”’ which would.be subject to tax on disposal and is specially defined by the
amendment. .

23 The animal feed exemption is also included in S. 51 itself, effective on the date of enact-
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waste into or on any land, air,2% or water so that such hazardous
widste may enter the environment. L '

Tax rates -

The tax would be imposed on three categories of waste, depend-
‘ing‘llxpodn the type of waste and the method of release or disposal
-involved: . ‘ .

(1) Land disposal methods.—A tax at $150 per ton would be im-

ed for hazardous waste (as defined by the amendment) disposed
of by landfill, by surface impoundment, or in waste piles.2®

(2) Federally permitted releases.—A tax of $75 per ton would be,

imposed on hazardous substances (as defined by CERCLA). released
in compliance with federally permitted release. ‘

(3} Other releases.—A $150 per ton rate would apply to hazardous

.~ substances (as defined by CERCLA) released in any other manner.
The tax would generally be imposed on a “wet-weight” basis (i.e.,
including the volume of water which is part of the hazardous sub-
stance or waste). However, under the amendment, Treasury is au-
thorized to issue.regulations providing that, if the owner or opera- -

tor of a hazardous waste disposal or hazardous substance handling’ . =

facility can establish the water content of the hazardous waste or
substance deposited or released, then the owner or operator could
elect to pay a tax (at the general rates) on the weight of the haz-
ardous weight reduced by the weight of such water (i.e,, on a “dry-

weight” basis).
. "-\ Exemptions

"As indicated above, the disposal of hazardous waste which is
exempt from regulation under RCRA would not be subject to the
tax. Specific exclusions from the disposal tax are also provided for
(1) the disposal of any waste in the course of carrying out a remov- - -
al or remedial action under CERCLA, provided that the disposal or -
storage is carried out in accordance with a plan approved by EPA
or the State, and (2) any waste removed. from a facility listed on -
the National Priorities List. -

- Proceduré and a'dministrafion

Liability for tax.—The tax would be imposed on the owner or Of)‘
erator of the qualified hazardous waste disposal facility (generally
in the case of hazardous waste disposal), or the owner or operator

I of the hazardous substance handling or treatment facility (general-
y.,in the case of releases of hazardous substances). In the case of

isposal at an off-site facility, the tax would be imposed at the time
that the owner or operator of the facility signs (or is required to .

- sign) the manifest or shipping paper accompanying the hazardous. * -
waste. In the case of onsite facilities, the tax would be imposed at,”
the time at which the description and quantity of the hazardous
wastc:] are entered, or required to be entered, in the operating
record. : ' .

* 25 Thus, under this definition, the emission of hazardous waste into the 5lmosph;re would A
constitute a taxable disposal. .
SV:’.D 'l;\he latter two terms would be defined by reference to the regulations under sec. 3005 of the
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Credit for prior tax.—The amendﬁ?ﬂ’ﬁi‘b’v,ﬁde&%l&ﬁat,ﬂif“a‘person -

pays tax on the long-term storage of a hazardous waste,2? and the
. same person subsequently disposes of the waste, a credit would be
allowed against the otherwise applicable disposal tax for any tax
previously paid on the storage of the waste. If a person pays tax on
the long-term storage of a waste and subsequently delivers that
- waste to another person, who is the owner or operation of a quali-
‘fied disposal facility, a credit would be allowed to the first person
against any tax subse?uently due from that person on the disposal
or long-term storage of a hazardous waste.2® ' ‘ :
‘Information reporting.—The ~amendment”™ would require any
person who disposes of hazardous waste subject to the tax (or stores
such waste for the year or more) to keep records and comply with
. rules and regulations established by the Treasury Department to
ensure proper assessment and collection of the tax. The Treasury
Department would be directed to consult with EPA to ensure that
records, statements, and returns for tax gurposes' be consistent, to
_the extent ible, with reports required to be submitted to EPA
under the Solid Waste Disposal Act. As part of this coordination,
the Treasury could require any generator, transporter, disposer, or
long-term storer of hazardous wastes to submit to the Treasury
copies of records or reports required under the SWDA, the Marine
Protection, Research and Sanctuaries-Act, the Clean Air Act, the
Clean Water Act, the Atomic Energy Act, the Uranium. Mill Tail-
ings Radiation Control Act, the Toxic Substarces Control Act, or
the Safe Drinking Water Act.. =~ o

| Allocation to Superfund .
‘Revenues from the tax (technically, amounts equivalent to these

revenues) would be allocated to the Superfund under the appropri- -

" ate provision of CERCLA. C .

a Effective date ’ A

., :The tax would be. effective for hazardous waste received for dis-
_-——/posal or placed into long-term storage on or after January 1, 1986
' (i,e., on a prospective basis only).2® : -
1 Study o .
/1 The amendment would require the Secretary of the Treasury, in -
' consultation with the EPA Administrator, to submit to Congress
" ‘not later than January 1, 1987, and annually thereafter through
1989, (1) a report on the amount of revenues being collected by the
' . environmental toxics tax imposed under the amendment, and (2)
‘the Secretary’s recommendations (ifiany) for changes in the tax.
i These would include recommended changes in order to (a) raise the -
. -amount of revenue originally anticipated from the tax, (b) ensure

© 37The amendment does not specifically impose tax on the long-term storage of hazardous
waste; however, it is understood that such a tax is intehded. .
18 For purposes of implementing these rules, in the case of fungible wastes, a “last-in first-
out’’ presumption would apply. S :
#2.The amendment does not contain a speécific termination date for:'the tax; however, the trust
; fund itself would be extended for five years only (i.e., through September 30, 1990). Additionally,
7/ authority to collect all Superfund taxes would expire when aggregate revenues during the reau-
' thorization period reached $7.5 billion. . . )

B
i

- =
.
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~~— that the tax is discouraging the environmentally unsound disposal

of waste, and (c) ensure that the tax is being collected with maxi-

mum administrative feasibility. The Treasury Secretary would fur-

ther be required to study and recommend to Congress whether tax

should. be imposed on (1) releases of.certain pesticides identified

- under the Federal Insecticide, Fungicide, and Rodenticide Act, and

" (2) chemicals which, according to the International Agency For Re-
search on Cancer, have substantial evidence of carcinogenicity.

Corporate net receipts tax Ce '
General rules.—The amendment would impose a 0.014 percent
tax on the net receipts of any corporation in excess of $75 million
for any taxable year. Net receipts would be defined as the excess (if
any) of gross receipts over the costs of goods sold by the taxpayer
for the taxable year. Co S ‘ CL
For purposes of the net receipts tax, all members of a controlled
froup of corporations 3° would be treated as one taxpayer, A-simi-
ar rule would apply, under Treasury regulations, to trades or busi- -
nesses (whether or-not incorporated) which are under common con-
- trol. The tax would apply to an unrelated business (within the
meanini of Code sec. 512) of a tax-exempt orgnaization to the
extent that net receipts from unrelated trades or businesses ex¢eed-
ed $75,000,000. - :
Effective date.—The net receipts tax would be effective for tax-
able years beginning after December 31, 1985. ,
Termination date.—-The tax would not apply to any taxable year
‘beginning after December 31, 1990. Authority to collect the petrole:
. um, feedstock chemical, waste end and corporate net receipts taxes’
- would terminate earlier if total Superfund revenues during the re-
authorization period equal or exceed $7.5 billion.
Allocation to Superfund.--Revenues. from the net receipts tax -
(technically, amounts equivalent to these revenues) would be depos-
ited in the Superfund. . » ‘

 Study of importéd derivatives tax

In connection with extending and expanding the chemical feed-
stocks tax, the amendment would direct the Treasury Department
to study the economic effects of the feedstocks tax and the feasibili-
ty and desirability of imposing a tax on imported derivatives of
substances subject to the tax. This study would be required to de-
velop. the methodology for selecting the list of substances -and: to
list the substances which would be subject to such a tax and their
corresponding item numbers in the Tariff Schedules of the United -
States. The International Trade Commission (“ITC”) would further
be directed to study the trade effects of the feedstocks tax with and
without a tax on imported derivatives and the means of making a
tax on derivatives compatiable with current international trade

“agreements. The Treasury would be 'required to submit the list of
potential taxable substances by March 1, 1985, and the full Treas-
ury report would be due June 1, 1985. The ITC report would be due
4 months after the Treasury list is submitted.

" 30 Determined using a .‘io-percent'test: and without rega}d to the special rtles regardihg insur-
ance companies (sec. 1563(aX4)) and tax-exempt employees l‘rusts (sec. 1563(eX3XC)).
. R -
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C. S. 596 (Sen. Bradley)3! “Superfund thension and
' lmprovement Act of 1985" )

Overview

S. 596 (“The Superfund Extensxon and Improvement Act of -
1985”), introduced by Senator Bradley, is intended ta provide $7.5.
billion. of financing for the Superfund over a five-year period. Fi-
nancing is derived from three primary revenue sources: (1) an ex-
tension of the petroleum and feedstock chemicals taxes at present
law rates; (2) a waste end tax identical to that provided in S. 14,
intraduced by Senators Moynihan and Bentsen; (3) a net recei ts
tax on corporations with annual gross revenues in excess of $50 -
million. Financing would also include $44 million per year of gen-
eral, revenue appropriations. The non-tax aspects of the bill are
generally identical to S. 51, as reported by the Committee on Envi-
ronment and Public Works (discussed in section 1V, above); howev-
?r, ahe bill would also mclude a target cleanup schedule for Super-

und sites. -

Petroleum dnd feedstock chemicals taxes

"The bill would extend the petroleum and feedstock chemxcals
taxes at their present law rates, from October 1, 1985, through
tember 30, 1990. These taxes would terminate earher than pte
ber 30, 1990 if the Secretary of the Treasury, in a manner pre— '
scribed by regulatlons, reasonably estimates that the sum.of the
amounts received in the Treasury by reason of the petroleum, feed-
,tlstock chemlcals, and waste end taxes will equal or exceed $7 28 bil-

ion

Waste end tax

A waste end tax identical to that mcluded inh S. 14 would be im-
posed under the bill (see description of S. 14 above): This tax would
be effective from January 1, 1986, through September 30, 1990

Corporate net receipts tax

Imposition of tax.—The bill would impose a tax on the net re-
ceipts of any corporation which has a gross receipts in excess of $50
million for any taxable year. The tax would be imposed at a rate of
0.083 percent of taxable net receipts; defined as the excess (if any)
of gross receipts over the cost of goods sold by the taxpayer for the
taxable year..The method for determining cost of goods sold for
purposes of this tax would be established by Treasury regulations.

For purposes of the net receipts tax, all members of a controlled
group of corporations would be treated as one taxpayer. A con-
trolled group would be determined using a 50-percent test without
regard to the special rules regarding insurance tompanies (sec.
1563(aX4)) and tax-exempt employees’ trusts (sec. 1563(eX3XC)). A
similar rule would apply, under Treasury regulations, to trades or
businesses (whether or not incorporated) which are under common
control. The tax would apply to unrelated business taxable income
(within the meamng “of Code sec. 512) of a tax—exempt orgamzatlon.'

: i As a result of a clerical error, an identical bill was also mtroduced as S. 607.
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but only when gross receipts from unrelated trades or businesses
exceeded $50 million. -~ , _ S
- Effective date.—The net receipts tax would be effective for tax-
able years beginning after December 31, 1985. .
Termination date.—The tax would not apply to any taxable year
beginning after December 31, 1990. ' - ‘

** Trust fund provisions

.. The trust fund. provisions of the bill are identical to those of S.
51, as reported by the Committee on Environment and Public
Works (see description of S. 51 above.) Thus, the bill would author-

_ ize general revenue appropriations to the Superfund of $44 million
per year for fiscal years 1986 through 1990 and would retain the .
present law Superfund expenditure purposes. - '

" The bill would termiante the authority to collect all Superfund
taxes when, and if, cumulative Superfund reveénues (not including
interest,— cost recoveries, and fines) during the reauthorization

. period total $7.5 billion. ‘ T

Non-tax provisions

The non-tax provisions of the bill are similar to S. 51, as reported -
by the Conimittee on Environment and Public Works. However, - -
.the bill. also includes a specific cleanup- schedule for Superfund .
» sites, which sets a Ngoal of completing remedial action at all facili- -
ties listed on the National Priorities List (as of the date of enact-

ment), to the maximum egtent practicable, within five years. This

would be accomplished by commencing remedial investigations and
feasibiliity studies f_ob&hesé facilities at a rate of 130 or more facili-
ties per year, and commencin% actual remedial actions, at an equiv-
alent rate, beginning at 1986. The bill would also set a goal of
adding 1,600 new facilities to the National Priorities List by Janu-
ary 1, 1988, with investigations and studies of these sites being ¢on-
ducted at a target rate. Finally, the bill would require that prelimi-
_ nary assessments of all facilitles listed on the Emergency and Re-
medial Resggnse Information System (ERRIS) list as of the date of.
enactment be completed by January 1, 1987. : A

D. S. 886 (Sen. Proxmire)-—“}llggsa,l"dous Waste Reduction Act of

-

pom b

Overview = ‘
S. 886 (“The Hazardous Waste Reduction Act of 1985”), intro-

" duced by Senator Proxmire, would impose a tax on all forms of
land and ocean disposal of hazardous waste which are regulated by
the Resource Conservation and .Recovery Act (RCRA). The tax
would be imposed at a rate of $20 per ton on disposal methods
other than injection wells, which would be taxed at a $5 per ton

. rate. Hazardous waste rendered nonhazardous within one year of
. receipt at a treatment, storage, or disposal facility would receive a
full credit for the tax paid on such waste. The tax is intended to
raise $286 million per year, as part of a comprehensive Superfund
financing package. The tax is intended to create economic incen-
tives for the treatment, as opposed to land disposal (other than un-
derground injection), of hazardous waste. .
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~ Imposition of tax

The bill would impose tax on (1) the receipt of taxable hazardous
waste in any qualified hazardous waste mgnagement unit, (2) the
receipt of taxable hazardous waste for export or for ocean disposal
(pursuant to a permit under section 102 of the Marine Protection,
- Research, and Sanctuaries Act of 1972 (33 U.S.C. 1412)), and (3) the

placement of any hazardous wastes in any other facility or loca-
-tion. Taxable hazardous waste would mean hazardous waste (in-
cluding “toxic” and ‘‘characteristic’ waste) that is identified or
listed under section 3001 of the Solid Waste Disposal Act (SWDA)
. as of the date of enactment of the bill, and which is not thereafter
delisted. The term “hazardous waste”’ would have the same mean-
ing provided by section 1004 of the SWDA and the regulations
. thereunder. Thus, substances (including household wastes) which
are not treated as hazardous wastes under section 1004 would not -
be subject to tax. If: EPA lists or identifies additional hazardous
wastes under section 3001 of the SWDA after January 1, 1985, then
EPA would be required simultaneously to transmit to Congress rec-
ommendations concerning the taxation of such waste.32
A qualified hazardous waste management unit is defined as (1)
‘the structure in or on which hazardous wa:te is placed, which
‘structure isolates the hazardous waste within a qualifying treat-
ment, storage, or disposal facility,. or (2) if the waste is not placed
in or on a structure, the smallest area of land on or in which haz-
ardous waste is placed. Qualifying facilities are defined as those op-
erating: pursuant to a permit or interim status under sec. 3005 of
the SWDA, or under the an equivalent State program authorized
by sec. 3006 of that Act. = - B
. The tax would not apply to placement of hazardous waste on the -
premises of the person generating the waste, if the wastes are held
- for a period shorter than-that which would require the generator
to obtain a permit under the SWDA (generally 90 days). Further,
this tax would not apply to a waste generator who generates less
than 100 kilograms of hazardous waste in any calendar month
(small quantity generators). In addition, the tax would not apply to
facilities or locations (including wastewater storage or treatment
tanks). which are exempt from the permit, interith status, and
. manifest requirements_under subtitle C of the SWDA, as in effect

on the date of enactment of the bill. - .
~ Tax rates ' : . I

General rute.—The tax would be imposed at a rate of $20 per ton
for taxable hazardous waste disposed of by any method other than
underground injection. This rate would apply to all other forms of
land disposal or storage (including landfills, surface imfoundments,’
-waste piles, and land treatment), as well as to treatment facilities
~ which do not render waste nonthazardous within one year of receipt
(see discussion of exemptions from tax, below). The $20 per ton rate
would also apply to export or ocean disposal and to the placement

32 The bill further specifies that, in the case of solid wastes requir:ad to be studied uader sec-
tion 800N or (p) of the SWDA, rio tax could be imposed unless provided by legislation. |
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. of taxable hazardous waste at non-RCRA facilities, including haz-
. ardous waste treated or disposed of in violation of RCRA perrnits.

_Special rate for underiround injection.—A $5 er ton tax//rate
would apply to taxable hazardous waste injected into an q’nder-
ground well that is operating pursuant to a permit (or inferim

" status) under the SWDA, and for which a permit is also in effect

under part C of the Safe Drinking Water Act. The term “under-
ound injection well” has the same meaning as in the Safe Drink-
ing Water Act and the regulations promulgated thereunder.

- Adjustment of tax rates.—The bill directs the Treasury Depart- -

ment to adjust tax' rates, beginning in 1986, if necessary, to ensure
the .receif)t of .anticipated revenues. Under this provision, .before
October 1, 1986 and each subsequent year of the reauthorization

__period,  the Treasury would be re?uired to estimate the actual

amount of revenues to be derived from the tax during the" fiscal
year beginning that Gctober 1. (These estimates could be based on
the prior experience of the tax, together with other relevant infor- .

" - mation.) If the estimated fiscal year revenues are less than $286

million, Treasury would be required to increase the tax rates for
that fiscal year by a percentage which Treasury estimates would
result in $336 million of revenues during the fiscal year. This ad-
justment would apply proportionately to the general $20 tax rate
and the $5 tax rate for disposal by underground injection.33 '

Exemptions from tax

* As indicated above, various categories of wastes (including small
generator wastes, mining wastes, temporarily stored hazardous
wastes, and efflyents discharged under Clean Water Act permits)

" -would be excluded from the definition of taxable hazardous waste - -

. under the bill. The bill also provides the-following exemptions from.

- earlier revenue shortfalls and to ensure that aggregate revenues are at

otherwise applicable tax:
Treatment or conversion of hazardous waste.—An exemption

" from tax (or a credit for tax paid) would be allowed for the quali-

fied treatment or conversion of taxable hazardous waste which is
completed within one year of after the first taxable receipt or
lacement of the waste.34 Qualified treatment or conversion would
include any method, technique, or process which changes taxable
hazardous waste into a substance which is no longer a taxable haz-
‘ardous waste. The exemption would not applf to the applicaticn of.
waste onto, or its incorporation into, the soil surface (“land treat- ..
ment”’), or to any method which violates any substantive require-
ment of Federal or State law relating to the management of tax-
able hazardous waste, including requirements relating to dust sup-
pression and to hazardous waste used as a fuel. The exemption also
would not apply to qualified wastewater treatment facilities; these
facilities are the subject of a separate exemption (discussed below).
The treatment or conversion exemption would generally take the
form of a credit (or refund) for tax paid by the person accomplish-
ing the treatment or conversion at the time that the hazardous

‘33 The adjustment to a $336 million révenue level appears to be desi7m;-d to compensate for
east equal to the origi-
nally intended level. . S
3¢The Treasury would promulgate rules for applying the one-year limitation to fungible haz-
ardous waste. . . : .

.
- 1 -
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waste was originally received at the qualified management unit (as-
suming -that no previous credit is allowable to the same person for
the 'same waste). This credit (or refund) would be allowed in the
same manner as for an overpayment of the tax. If the qualified
treatment or conversion is completed before the time for payment
of tax, no tax would be imposed on the relevant waste. -
Wastewater treatment facilities.—An exemption would be provid-
ed for.certain wastewater treatment facilities that have a permit in

. effect under section 402 of the Clean Water Act, and that are re-

quired to comply with ground water monitoring requirements gen-
erally applicable to facilities permitted under section 3005(c) of the
SWDA. A qualified wastewater treatement facilities is defined as a
surface impoundment which contains. treated wastewater during
the secondary or tertiary phase of biological treatment, or which
holds treated wastewater between treatment and discharge. Effec-
tive November 8, 1988, this exemption would be limited to facilities
that are in compliance with the minimum technological require-
ments of the SWDA (sec. 3004(oX1XA)), or that meet the SWDA re-
quirements relating to interim status surface impoundments.
Certain Superfund responses.—No tax would be imposed on the
receipt. or placement of hazardous waste in the course of carrying
out any removal or remedial action under CERCLA, provided that
(1) the removal or remedial action is carried out in accordance with
a plan approved by the EPA or the State, and (2).the release or
threatene(i) release which caused the removal or remedial action oc-
cuired before October 1, 1985, S S N
. Movement from closed interim status facilities.—No tax would be
imposed on waste removed from a facility operating with interim

- status under the SWDA, if such removal is pursuant to an EPA

order closing the facility, and the waste is subsequently received at
a facility holding a permit under the SWDA (or an equivalent State

. program).

Prbcedmje and administration .
Liability for tax.—The tax would be paid by the owner or opera-

~ tor of a qualified hazardous waste management unit; by the person

holding the permit for ocean disposal under section 102 of the

-~Marine Protection, Research, and Sanctuaries Act of 1972; or, in

the case of export, by the person exporting the taxable hazardous
waste. In the case of other placements of taxable hazardous waste,
tax would be imposed on the person placing the waste in the rcle-
vant facility or location. - ‘
" Timing of payment.—The tax would be due at the close of the
calendar quarter during which the waste became subject to tax.
Credits for prior payment.—Under Treasury regulations, if tax is
imposed with respect to any waste, and a second tax is subsequent-

‘ly paid upon the receipt of the waste at a qualified management

unit (or paid for wastes that are exported or burned at sea), then a
credit or refund would be pllowed to the person who paid the first
tax. The amount of this credit would be limited to the lesser of the
tax imposed on the first taxable event or the tax paid by reason of
the second event. Such a credit (or refund) wouldY)e treated in the
same manner as an overpayment of tax; however, no interest
would be paid on credited (or refunded) amounts.
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If tax is first imposed- upon the receipt of taxable hazardous
- waste at a surface impoundment, and the waste is later received at
an underground injection well, a credit (or refund) would be al-
lowed for the amount by which the tax imposed upon receipt at the
surface impoundment exceeds the tax paid upon receipt at the un-
derground injection well (i.e., $15 per ton at the unadjusted tax
rates). Thus, the net tax on waste stored for more than a year prior
gosunderground injection would be $10 per ton ($20 plus $5 minus

15)

Credits or refunds would also be allowéd where tax is paid with
respect to waste later subjected to qualified treatment or conver-
sion processes (see discussion of treatment or conversion exemption
above). This credit would not be allowed to duplicate an earlier
credn}t received under the rules descnbed in the precedmg para-
graphs.

Information reporting and recordkeepmg requirements.—The bill
would require persons subject to tax to keep records and to comply
with rules and regulations prescribed by the Treasury Department .
to ensure proper assessment and collection of the tax. The Treas-
ury would be directed to consult with the EPA and the Army Corps
of Engineers to ensure that records, statements, and returns for
tax purposes are consistent, to the extent possnble, with the reports
required to be submitted to the EPA under the Solid Waste Dispos-
al Act, the Safe Drinking Water Act, and the Marine Protection,
Research and Sanctuarnes Act of 1072, As part of this coordination,.
‘the 'I‘reasury could require any_person who is required to maintain
records under those—Acts to submit copies of such records (or re-
ports) or otherwise to make them available to the Treasury.

Allocation to Superfund

Revenues from the-tax (technically, amounts equivalent to these
revenues) would he deposited in the Superfund under the appropri-
_ ate CERCLA provision..

Effective date

The tax would be effective for hazardous waste received, placed A
or exported on or after January 1, 1986.

Termination date
The ‘tax lmposed by the bill would explre on September 30 1990.

Studies

The bill would require the Secretary ¢f the Treasury to submit to
Congress, not later than April 1, 1986, a report on the implementa-
tion of the waste end tax. Addltlonally, not later than January 1,
1987, the Secretary of the Treasury would be required to submit to
Congress recommendations (if any) for a waste end tax that would
(1) raise $286 million per year, and (2) be designed to discourage
the disposal of hazardous wastes in an environmentally unsound
mgxlmer (and to accomplish this with maximum administrative fea-
si nty)

e |
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"E. S. 955 (Sens. Mitchell and Chafée);“Superfund Revenue Ac"l. :

of 1985”

Overview . :

This bill is intended to raise $7.5 billion for the Superfund (not
including interest and recoveries) over a five-year period, from the
following revenue sources: (1) an extension of the petroleum tax
(Code sec. 4611) at a 1.13 cent per barrel rate; (2) an extension of
the chemical feedstocks tax (sec. 4661) on the same taxable sub-
‘stances as under present law, but at higher rates that are indexed
for inflation (beginning in 1986); (3) a single-rate tax on the treat-
" ment; storage, disposal, or_export of hazardous waste (also indexed
for inflation); and (4) a tax on corporate earnings and profits (as de-
fined by the bill) in excess of $5,000,000 per year. Superfund financ-
ing would also include $187.5 million per year of general revenue
appropriations. -

) Petroleum tax : |

The bill would increase the present law environmental éxcise tax
on petroleum from 0.79 cents per barrel tax to 1.13 cents per
barrel, effective from October 1, 1985. This tax would apply
through September 30, 1990. ' ‘

Tax on feedstock chemicals

.‘,, . o l

Tax rates
The bill would impose tax on the same chemical feedst::}:ks that
are taxed under current-law (sec. 4661). However, tax rates would
" be set at the lower of 1%z percent of estimated wholesale price or
$5.35 per ton, in accordance with the following table (Table 9):

Table 9.—Chemical Tax Rates Under Present Law and Pré)posed
Rates Under'S. 955 1’

) i
[Tax rates per ton, before any inflation adjustment) -

Proposed *

Substance : Present law rates
Organic substances: ) :
Acetylene .......cccoceeeicinnes e, ereeresenne $4.87 - $5.35
Benzene ...t el 4.87 5.35
- Butadiene........cococreininiivinienan R . 4.87 - 5.35
BUutane ... e 487 - 4.87
Butylene...........ocoovevenncinncn 4.87 5.11
Ethylene.......ccooccevvnvneenrenns eeerererrenaeae 487 5.35
Methane ... g, 3.44 - 344
‘Napthalene........icccoooevvvvvennns tereereiennaens . 4.87 © 5.35
Propylene:.. - 4.87. 5.35
- Toluene.... 487" 5.14
Xylene.......ccooveeeviceviionnnniee s 4.87 - 5.35
Inorganic substances: . : T '
Ammonia.......co.eene, e vt . T 7264 2.64 -

ANtiMONY ..ot sesies 445 5.35
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~ Table 9.—Chemical Tax Rates Under Present Law and Proposed _
..Rates Under S. 955—Continued_.

[Tax rates per ton, before any inflation adjustment]

Substance : Present law P rl?a%::ed

Antimony tnoxnde ................................... 3.75 5.35
Arsenic .......ccciveeenneens et eareteaeans s 445 535

"~ Arsenic trioxide ..........cccovevriineniennieninn, - 3841 ~ 5.35
Barium sulfide................... ereresrrerenonennenne 2.30 5.35
Bromine........ccccoicnininninennnnnennn, 4.45 5.35
Cadmium........ccoviineninnicn e, 4.45 5:35
ChlOTiNe......cvvviriirieeeccier st ssenen 2.70 3.03 .
Chromite ........c.ccovvrennennnneann - 1.52 : 1.52 -
Chromium.. .- 445 . 535
Cobalt............... eerrreestesteraseneesaeneesassanienen 445 ‘ 5.35
CUPTICTOXIAE.... .. cveenrerveerernsesessessssenseannens 3.59 5.35
Cupric sulfate............... et sraenee 1.87 . 535
Cuprous oxide.........ccoevrcrnienninninneenonens - 3.97 . 535
Hydrochloric acid ..o - 029 093 .
Hydrogen fluoride ..........cccouveuniinncnnnnns : 423 - 535
Lead oxide........c..ccccovvinninnirinns s 4.14 5.35
Mercury......ccoeevninincnsennesennenns erersreeerens 4.45 5.35
Nickel......ocivivieisccnnncennne. 4.45 535 .

" Nitric acid.......ccccovvrernriennn et tesanesaianes 0.24 3.03
Phosphorus ........cooiiecincininninnen - 4.45 . 635
Potassium dichromate...........ccccuevveenennn, . 1.69 5.35
Potassium hydroxide..........c..ccevvivennnnne. 0.22 535

" Sodium dichromate.............cccocvenruene P 1.87 5.35
Sodium hydroxide..........cccccevvecvrnrireneneen - 0.28 . 2.79

_ Stannic chloride................ rreieareerreneerrees 212 5.35

~ Stannous chloride...........ccoeeevevrrerrnencne . 2.85 - 5.35
Sulfuric acid ............. 0.26 077
Zinc chloride..........cccooennnne srseeenseeens . 2.22 5.35
Zinc sulfate.........cccovvinerercrnrennnne reveeeeeres ‘ 2190 - 5.35

Starting in 1986, the rates specified in the table would be ad_)ust-
ed for inflation. In the case of organic substances, the inflation ad-
justment for any year would be the percentage by which the aver-
age producer price index. for basic organic chemicals, for the 12-
month period ending in September of the preceding year, exceeds
the comparable. average of the index for the 12-month period
ending in September 1984. In the case of inorganic substances, the -

_inflation adjustment for_any year would be the percentage by
which the average producer price index for basic inorganic chemi-
cals for the 12-month perlod endmg in September of the preceding
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year, exceeds the comparable averages for the 12 month period
ending in September 1984.3%

Effective date

" The amendments to the tax on feedstock chemncals would be ef-
fective on October-1, 1985

_ Termination date '
The tax would expire 6n September 30 1990.

Tax on hazardous waste

Imposition of tax

The bill would impose a tax on (1) the receipt of hazardous waste ~
-at any qualified hazardous waste facility, and (2) the export of haz- -
ardous waste.

Hazardous waste subject to the tax Would include any waste
having the. characteristics identified under or-listed pursuant to
section 3001 of the Solid Waste Disposal Act (SWDA) as in effect on
the date of enactment of the bill, other than waste the regulation
of which has been suspended by Congress

Qualified hazardous waste facilities would mean any facility (in-
cluding disposal and other. facilities): (1) which qualifies for authori-
zation to operate under section 3005(e) of the SWDA, or (2) which
has a valid permit under section 3005 of that Act (or a State pro-
gram authorized by section 3006 of the SWDA). =~ = / _

Tax rates

The tax would be lmposed at a flat rate of $3. 65 per metric ton
(approximately 1 1 English tons) of hazardous waste subject to the

. tax.

The tax would generally be imposed on the full amount of waste
received at a hazardous waste facility.: However, in the case of on-
- site waste water treatment facilities, the taxpayer could elect to
. .have tax imposed on the amount of hazardous wasté generated at ’
the site (which excludes non- hazardous materials added to the -
waste stream prior to treatment). ’

The tax rate would-be -adjusted for mflatlon, beginning in calen-

dar year 1986, by increasing the $3.65 tax rate by the percentage (if = -

“any) by whnch the GNP implicit price deflator for the preceding
calendar year exceeds the deflator for calendar year 1984,

Procedure and admtmstratwn

~ Liability for tax.—The tax would be imposed on the owner or op-
erator of the qualified hazardous waste facility, or, in the case of
~ export, on the exporter of hazardous waste. '
~ Avoidance of double tax.—The bill specifies that no tax is to be
imposed upon the receipt or export of hazardous -waste directly
from one or more quallfied hazardous waste facxlmes

38 Tax rates would not be reduced below the leveld shown in Table 9, even if the producer
price mdex declines.

-
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Effectlve date

.’I‘he tax would be effective for hazardous waste revelved or ex-
ported after September 30, 1985. - _

Termination date
The tax would terminate on September 30, 1990.

Environmental tax on corporate earnings and profits
ition of tax.—The bill would.impose an envxronmental tax

‘ equa to .003 (i.e., 0.3 percent) of corporate earnings and profits in_,. -
" excess of $5,000, 000 in any taxable year. This tax would be imposed

on all corporatlons other than S corporations, regulated investment

" companies (RICs), and real estate investment trusts (REITs).

In computing earnings and profits for purposes of the tax, no re-
duction would be allowed for any distribution made to a sharehold-
er after September 30, 1985, with respect to the corporation’s stock.
If a corporation has an earnings and profits deficit for any taxable
year after the effective date, then such deficit would be used to
reduce its earnings and proﬁts (if necessary below zero) for the
next taxable year (i.e., perpetual carryforward).

- The envu-onmental tax on corporate earnings and profits would

~

be in addition to, and independent of, any other tax. The tax could -

‘not be reduced by otherwise avallable income tax credits.

Effective date.—The tax on corporate earnings and profits would
be effective for taxable {ears ending after September 30, 1985. For
taxable years which include October 1, 1985, tax would be imposed
on that portion of earnings and profits which is proportional to the
number of days in the corporation’s taxable year which falls after
September 30, 1985.

Termmanon date.—The tax would not apply to any taxable year
endmg after September 30, 1990.

" Tyust fund provisions

" The bill would allocate revenugs from each of the taxes descrnbed
above (technically, amounts eqtuvalent to these revenues) to the—
Superfund, under the ‘appropriate CERCLA provision. In addmon,
appropriations of $187.5 million per year would be authonzed from
geneza] revenues, for fiscal years 1986 through 1990.

F. S. 957 (Sens. Bentsen and Wallop)—“Superfund Excise Tax
: Act of 1985” .

Overview

This bill would 1mpose a tax on the sale, lease, or import of tdn -

gible personal property by the manufacturer or. importer of the
property, with revenues from this tax being allocated to the Super-
fund. No tax would be imposed on manufacturers or importers with

_less than $100,000 of annual gross receipts from the otherwise tax-

able sale, lease, or import of tangible personal property. A credit
against the tax would be allowed for a proportionate fraction of
direct material purchases during the taxable year (i.e., the tax
would functlon snmxlarly to a value added tax) xports of taxable
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, property would be exempf{as would sales or imports by tax-exempt
entities. - , ‘ : S
. The rate of tax is not specified by the bill. The Secretary of the
- Treasury is required to determine the tax rate which would raise -
the amount of revenue necessary to finance the Superfund in any
fiscal year. : ' -
-Imposition of tax A .
The bill would impose tax on (1) the sale or leasing of tangible
personal property in the United States, and (2) the importing of

tangible personal property into the United States, by any taxable .
person .in connection with a .trade or business. Thé tax would be

imposed upon the manufacturer of tangible personal property-(in - -

- the case of.sale or leasing) or (in the case of imports) on the import-
er of such property.- . e ‘
For purposes of the tax, “manufacturing” would be defined: as ac-
-tivities in which labor or skill is applied by hand or machinery to
produce a new, different, or useful substance or acticle of tangible
personal property, including activities such as making, fabricating,
processing, refining, mixing,” and compounding. The bill further
specifies that manufacturing is to inciude the production of raw .
materials. Manufacturing would not include services incidental to
the storage or transportation of property; the incidental prepara-
tion of propertﬁ by a retailer or wholesaler (including routine as-
semblage); or the ‘production (i.e., growing, harvesting, etc.) of un-
prxessed agricultural products (except timber) or unprocessed food
products. -, ;. . o :
The tax would be'limited to manufacturers or importers with an
‘aggregate taxable amount of $100,000 or more for the relevant tax-
able period (generally, the taxable year). For purposes of this rule,
all members of affiliated groups of corporations (under sec. 1504(a))
would be treated as one taxpayer. Under Treasury regulations, all
trades or businesses which are subject to common control (whether
ér not incorporated) would be treated as a single taxpayer.

Tax rate and taxable amount

The tax would be imposed on the sale price charged by the seller
" of property to the purc asghx“thereof, including all items lpayable to
the seller, but excluding the.tax imposed under the bill, and any -
separately stated transportatioh~charges. In the case of leases, the
tax would be imposed on-gross lease payments received during the
taxable period. Imports would be taxed according to their customs
. value plus customs and other duties. If no such value exists, then
tax would be imposed on the fair market value. Any taxable
amount would be treated as received at the time that the taxpayer
would recognize such amount under its general method of account- .
ing. . :
A credit would be allowed against the tax for purchases of direct
- materials during any taxable period.?¢ This credit would be equal

* 3¢ The bill does riot specifically define ‘‘direct materials.” It appears that the term would in-

clude tangible personal property. and raw materials used directly to manufacture taxable pro,

erty and property that otherwise would be taxable for the export exemption. Taxpayers that sell

or easehpromty for export could not include separately stated transportation charges-in cém-
- puting the credit. ‘ : . : :

° - /
' . . .
3
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to the excess of (1) purchases of direct materials during the taxable
period, over (2) the amount of such purchases divided by the sum of .-
1 plus the applicable rate of tax under the bill, with this excess fur-
ther being reduced by an amount equal to the tax rate times

-$100,000. Excess credits under this provision would be treated as

overpayments of tax arising on the due date of the relevant return
(if later, the date on whxch the return is actually filed).37

The bill does not specify the applicable rate of tax. Tax would be
imposed at the rate which the retary of the Treasury deter-

- mines to-be-necessary to collect a sufficient amount of revenue to
,,vﬁnan?e the Superfund for the fiscal year in questxon a8 .

Exemptions

No _tax would- be 1mposed on any prog:rty exported from the
United States. Additionally, no tax would be imposed on the sale or
importation of property (1)’by the United States or any State or po-
litical subdivision (including the District of Columbia and U.S. pos-
sessions), or ‘any agency or instrumentality thereof, or (2) by any
organization that is exempt from Federal income taxatxon, except,
to the extent of transactions associated with an unrelated taxable
businesses.

-As indicated above, no tax would be imposed on (persons having
an aogdgregate taxable amount of Iess than $100 000 for any taxable

peri
Procedure and administration

’I‘he taxable period for any taxpayer would ener l{ be the tax-
payer’s taxable year-for income tax purposes; if no such year exists,

the calendar year would be used. A taxpayer could also elect to use -
a quarterly taxable period, or any other period allowed by Treas-_

‘ury regulations.” The Treasury regulations could further require
- quarterly deposits of estimated tax for any taxable period. Returns————
- would be due the first.day of the second calendar. month after the

end ;)f any taxable penod (e. g February 1 for a calendar taxpayer
year , o
Allocation to Superfund : .

Revenues from.the tax (technically, amounts equnvalent to these

g revenues) would be allocated to the Superfund under the appropri-

"ate CERCLA provision. <

Effective date

%a: ould be effective for taxable perlods begmmng after
m O 1985. X »

Terminat;on date . -

The bill does not prov1de a specific termmatnon date for the man-
ufacturer’s tax. However, the Secretary of the.Treasury presum-

ably would set a zero rate of tax after Superfund revenue needs
were satisfied. .

37 It appears that the intent of this credit mechanism is to impose tax on value added in the
manufacture of tangible personal propert{y iti excess of $100,

38 Statements by the sponsors of the bill indicate that the tax rates would be determined leg-
islativel dependmg on t e overall fundm needs of the Superfund and the other taxes included
in the fund mﬁ' . See 130 Cong. 410 (statement of Sen. Bentsen), S4412-4413 (state-
ment of Sen allop), April 18, 19:
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Vll ISSUES RELATING TO THE REAUTHORIZATION OF
: SUPERFUND

A. Fundmg Level of the Superfund Program

Two main issues which arise in considering the appropriate level

of funding for the Superfund program are: (1) the ultimate cost of

“ cleaning-up all the sites which pose an environmental threat; and
(2) the rate‘at: w}nch these sites should be cleaned up.

The Environmental Protection Agency (“EPA”) recently estxmat—
ed that the Federal cost of remediating all current and future
sites on the National Priorities List will total $9.1-14.5 billion in
1983 dollars.*® EPA’s best estimate which incorporates the most
" likely assumptions and best available data is $11.7 billion. Some
- haye argued that these estimates are too low because of optimistic
" ‘assumptions concerning the total number of hazardous sites which
exist and the %oportlon of these which will be cleaned up by pri-
vate parties. The General Accounting Office has reviewed this esti-
mate and concluded that the cost of cleanup could be as high as
. $26 billion.*°® The Congressional Office of Technology Assessment
‘estimates that as many as 10,000 sites will require Superfund
cleanup at an estimated cost of $100 billion over the next 50
years.%! Thus there is at present a large amount of uncertainty
about the level of Superfund expenditures required to clean the na-

tion’s hazardous waste sites.
~ The second issue related to funding levels is the rate at which

" the sites should be cleaned up. Hazardous waste cleanup projects

require lengthy analysis, planning, preliminary engineering, and
~design work. This is particularly the case at sites where ground-
water contamination is involved. Given the long lead time neces-
- sary for lmplementmg site ‘cleanups, the EPA has stated that it

. will not be jble to spend productively more than $5.3 bllhon over

the 1986-1990 period:

The Congressional Research Service (“CRS”) analyzed a number
of alleged obstacles to a more rapid program of hazardous waste
. cleanup including shortages of analytical laboratory capacity, expe-
rienced personnel, and permitted. storage, treatment, and disposal
. facilities. CRS concluded that the- niain difficulty in accelerating
the rate .of Superfund cleanup is likely to be inadequate State
matching funds rather than a lack of adequate laboratory capacnty,
personnel or waste management facilities.42 ‘

¥ US. Env:ronmental Protectxon Agency, "“Extent of the Hazardous Release Problems and - -
l-‘uture Funding Needs CERCLA section 301(aX1XC) Study” (December 11, 1984), pp. 4-10.
192 General Accounting Oﬂlce. EPA's Preliminary, f.‘xumam of Future Hazardous Waste Clean :
up Costs are Uncertain, RCED-84-152 (May 1, 1984 .
1S Congresa Oftice of Technology Assessment, Suiperfund Strategy, (March 1985).
2 yS ngreas Congressional Research Service, Superfund How Many Szm? How Much
. Money? (March 6, 1985). .

RN
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It has been suggested that given the uncertainty about the rate
at which the Superfund can be spent, it may be desirable to termi-
nate the Superfund taxes if a large balance builds up ih the fund.
The 1980 Act, for example, contains a trigger mechanism which
temporarily suspends the feedstock tax if the Superfund balance

" exceeds $0.9 billion and would not fall below $0.5 billion in-the sub-
sequent year. This tgpe of trigger could guard against” excessive
prepayment into the Superfund. ; : :

- -On the other hand, opponents of this type of trigger argue that it
effectively would enable the EPA to control the level of Superfund
taxes by manipulating the rate at which outlays are made from the
‘Superfund. In addition, taxpayers would be less certain about their
potential Superfund tax liability over the 5-year reauthorization
period. It is also argued that without the assurance of adequate

revenues, preliminary planning and design activities will be ham-

pered, and the ultimate schedule of cleanup ¢ould be significantly
delayed. Finally, given the lead time necessary to plan cleanup
projects, the Superfund tax might be_triggered off just as the .
demand for Fund resources sharply rises in the construction phase

of the program, .
B. General Revenue Share of Superfund Expenditures

. .The Comprehensive Environmental Response, Compensation, and
Liability Act of 1980 established an excise tax on certain chemical
feedstocks and petroleum as the primary-revenue source for the
Federal Superfund; through fiscal 1984, appropriations from gener-
al revenues have amounted to 12.2 percent of revenues from taxes
and general appropriations. The Superfund was intended to cover
the cost of cleaning sites only where liability could not be traced to
a private partK. o , - '

ayers of the feedstock tax have challenged the equity of this
tax. First, the economic beneficiaries of the prior use of chea
waste disposal practices include: past customers of products fabri-
cated in waste %roducing plants, past stockholders, and past work-
ers. However, the burden of the Superfund feedstock tax falls on
current customers, shareholders, and workers. Thus, there may be
no direct connection between past beneficiaries of cheap waste dis-

- posal practices and the individuals who currently bear the burden

of the feedstock tax. Second, companies who pay to remediate all .

sites for which they are responsible (whether voluntarily or under

- court order) are, in effect, taxed twice under the feedstock tax.

Third, the current excise tax is assessed on chemical feedstocks

rather than on the actual hazardous wastes which are tommon!

found in abandoned disposal sites. Companies outside of the chemi-
cal industry that generated these hazardous wastes are not directly
taxed under current law. Even if the disposal of hazardous wastes
were taxed, as some have suggested, there would be no direct link

. between current taxpayers and past waste disposers.

--On these grounds, it can be argued that general revenues should
finance a larger share of Superfund expenditures. Unlike many of
the other trust funds supervised by the Treasury (e.g., the airport
and airway, highway, and inland waterway trust funds), the payers
of Superfund taxes do not directly benefit from the facilities which
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“are built and maintained by the Superfund. In- Western Europe, -
general revenue financing is the approach generally followed for
unding the remediation of abandoned waste sites.

~ Advocates of the feedstock tax argue_ that it is appropriate and
“equitable to place the financial burden of cleaning up hazardous
waste sites on the industries responsible for creating the prob-

lem.#3 This approach has been followed in other instances where .
Congress has made the judgment that responsibility for a present
problem or condition more properly attaches to a particular seg-
ment of the economy rather than the entire body of taxpayers who

‘ Frovide general revenue. For example, under-the Black Lung Bene-
fits program, benefits to diseased coal miners and survivors are fi-
nanced by an excise tax on current coal production. Also, under the

. Surface Mining and Reclamation Act, reclamation of former sur-’
face mining sites is financed by a fee on coal production. Finally, it -
is argued that in view of the size of the Federal budget deficit it
would be irresponsible to finance a significant amount of hazardous
waste cleanup from general revenues. S -

In light of the Federal budget deficit, as an alternative to general
revenue appropriations, a number of broad-base tax alternatives
have been proposed to finance a portion of the Superfund. These

roposals include corporate taxes that would be computed on the

asis of net receipts, manufacturing value added, and earnings and -
rofits (see below). Such taxes would spread the cost of cleanup
roadly -over all corporations. .

- _ .. C. Chemical Feedstock 'l‘ax

CERCLA imposed an excise tax on 42 chemical feedstocks and on

petroleum. The main ¢riterion for determining which .feedstocks
-would be subject_to.tax was the prevalence of hazardous wastes de-
rived from thece feedstocks. The basic feedstock tax rates were set
at $4.87/ton for petrochemicals, $4.45/ton for inorganic chemicals,
. and $0.0079/barrel for petroleum.4* These rates were necessary to
achieve a $1.6 billion Superfund program over five years and to al-
“locate 65 perc;?t of the tax burden to petrochemicals, 20 percent to
inorganic chemicals, and 15 percent to petroleum. This allocation
- was based on’the respective proportions of derived wastes found in
hazardous waste sites. In addition, the feedstock rates were limited
to 2 percent of wholesale price (based on data available in 1980).
.. Exemptions were granted for methane or butane used as a fuel;
ammionia, sulfuric acid, and nitric acid used in the production of
fertilizer; sulfuric acid produced as a byproduct of air pollution con-
‘trol; and chemicals derived from coal. In addition, section 1019 of
the Deficit Reduction Act of 1984 clarified that exemptions also
would apply to specified feedstocks used in the production of cer-
‘tain fuels and transitory chemicals which occur in metal refining"
processes. : ' ‘

43 According to one study, the chemical and allied products industries are responsible for pro-
ducing 84 percent of the contaminants found at national griorimlist sites. See: Management
Analysis Center, Inc. Financing Superfund: An Analysis of CERCLA Taxes and Alternative Rev-
enue Approaches (June 1984), p. 38. : \ . : -

44 Compounds (e.g., arsenic trioxide) were taxed at a fraction of the rate imposed on their con- -
stituents (i.e., arsenic) based on percentage composition. '
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The feedstock tax has been criticized as being arbitrary and po-
tentially damaging to_industry. Under current law, feedstock taxes
are not based on either.the degree of hazard associated with wastes
. derived from these feedstocks or the volume of hazardous waste
produced from these chemicals. Thus, it is argued that a tax on the
disposal of certain hazardous wastes more equitably places the
burden of the tax on the wastes which are being cleaned up by the

. . Superfund. .

On the other hand, proponents of the feedstock tax argue that it

" is successful in accomplishing the stated goal of financing the Su-

perfund program through taxes paid by the industries that account

for most of the problem which led Congress to establish the pro-

gram. Accordingto a report prepared for the EPA, 71 percent of all
regulated hazardous wastes are produced by the chemical and pe-

troleum refining industries which are the primary payors of the

feedstock tax.*> Most hazardous wastes or substances are made

from the feedstocks subject to tax; the vast majority of those sub-

stances ranked highly hazardous at waste siteg are taxed feedstocks

or their derivatives. - , A

D. Effect of Feedstock Tax on Trade

Under current law, imports of feedstocks are subject to tax, as<.

are imports of petroleum and petroleum products, but imports of - -
derivatives produced from taxed feedstocks are not subject to tax.
It is argued that the the feedstock tax subsidizes imports derived

from taxed chemicals, and encourages U.S. chemical companies to

manufacture offshore. Imported products that are derived from
feedstocks that would have been taxable if produced or sold in the
Unites States escape tax and are, in effect, subsidjzed by the Super-
fund tax. For example, batteries consist mostly of lead and lead -
oxide. Lead oxide is a taxable feedstock; however, imported batter-
ies are not taxed. Thus, disregarding transportation costs, imported
automobile batteries (made with untaxed lead oxide) have a cost
advant;ye’ over those produced in the United States. Similarly, ex-
- ports of U.S.-produced batteries suffer from a cost disadvantage rel-
ative to foreign-produced batteries. - = .
" While the feedstock tax could, in theory, harm U.S. trade, it is
unlikely that the actual-damage to the U.S. chemical industry is
large. The maximum tax imposed by current law on__;mgéyc_ émical
is 2.0 percent of the manufacturing cost estiniated in 1980 By com-
parison, the value of the dollar against a group of 11 major foreign
" currencies increased by about 10 percent over the last 6 months of
1984, effectively raising the price of U.S. chemical exports by that
amount.*® While some segments of the chemical industry are
highly competitive, the recent growth in petrochemical imports ap-
pears to be attributable largely to the appreciation of the dollar
against foreign currencies and to competition from plants. esltab- -

48 Westat, Inc., National Surﬁ of Hazardous Waste Generators and Treatinent, Storage and
Dl'seasal Facilities Regulated Under RCRA in 1981, (ﬁpril 1984). - —

48 U.S. Congress, Congressional Research Service, Memorandum prepared for the House Com-
mMitteeh %r; I-llggsrgy a’;md Commerce Subcommittee on Commerce, Transportation, and Tourism,
(March 21, ) p- 1. ° - '

| 48-076 0 - 86 ~ 3
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lished near low cost sources of natural gas in the Middle East and
elsewhere.¢? - i} v . _

Since foreign manufacturers of chemical imports did not gener-
ate the wastes found in U.S. disposal sites, it is difficult to argue
that they should pay to clean them up. (However, some chemical -
irm)orts are used in manufacturing-processes which generate haz-
ardous wastes.) Without a doubt many environmental regulations
(e.g., the Clean Water Act, the Clean Air Act, the Toxic Substance .
Control Act, the Solid Waste Disposal Act, the Occupational Safety
" and Health Act, etc.) raise the cost of manufacturing in the United
States. However, Congress has not provided systematic trade relief -
to offset the effects of any such regulations or taxes which affect
the costs of domestically produced goods. '

Current’law does not provide an exemption for feedstocks that
are exported. Some argue that such an exemption is necessary to
prevent U.S. producers of exported feedstocks from leej rsely
affected, vis-a-vis forei groducers of these materials, 1n their at-
tempt to compete for the business of foreign purchasers. However,
it can be argued that an exﬁ éxemption would adversely affect
U.S. purchasers of feedstocks, since they will have to compete
against, for example, Canadian or Mexican manufacturers. who
‘'would be able to purchase feedstocks on a tax-free basis. These for-
eign, purchasers could ship ‘derivatives back to the U.S. and set
prices without having to take account of the tax paid with respect
to U.S. purchasers and users of feedstocks. ' : : ’

E. Tax on Hazardous Waste .

Several basic issues arise in the discussion of a tax on hazardous
waste in the context of financing the Superfund program: incentive
effects; predictability of revenues; administrative concerns; trade
effects; and appropriate financing sources for the particular ex- -
nditureg authorized under the program. * . : .

. In yzing the effects of proposed taxes on hazardous waste it
is useful to distinguish between “disposal” and “generation” taxes.
. Under a waste disposal tax, wastes that enter the environment are

subject to tax. Treatment, reclamation, and recycling of waste is

exempt; however, residual. wastés from these processes that enter -

the environmerit are subject to tax. Under a waste generation tax,
the generation of waste, rather than its dis , i8 subject to tax.
S. 14 (Senators Moynihan .and Bentsen) and S. 886 (Senator Prox-
mire) are structured generally as disposal taxes, while S. 955 (Sena-
_ tors Mitchell and Chafee) includes a generation-type tax on hazard-
ous waste. The ‘Administration’s waste tax proposal can be viewed
as a hybrid approach combining, in effect, a relatively low-rate gen-
e;t:it_ion talx on all hazardous waste with a surtax on certain types
of disposal. '

Incentive effects - | i

A rationale for a disposal tax, like other pollution taxes, is that
- the market price of disposal does not reflect the full cost to society.

47 Data Resources, Inc., Superfund and the International Competitive Position of the Chemical -
Industﬁ'. teitim&iy“{)‘re‘aemed to the Subcommittee on Commerce, Transportation, and Tourisin
of the House Committee on Energy and Commerce, (March 21, 1985). :

~
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Even waste that is properly. disposed -of, in a facﬂity regulated

- under the provisions of the“Resource Conservation ar':d‘Recoyeri)T‘
t

Act (RCRA), may still pose some long-term risk to the public heal

and welfare. Accidental releases can otcur in the transport of haz-
ardous wastes and at disposal facilities. Property values around dis-
posal facilities may be reduced. If the owner of 4 hazardous waste

~facility becomes insolvent, the cost of maintaining the facility is

shifted to the government. Thus, in theory, disposal tax rates
should vary with the degree of hazard associated with each type of .
waste.and the environmental soundness of the disposal metho{ipgm,

‘ployed. A disposal tax based solely on the social cost of waste dis:

ﬁosal would generally exempt proper treatment and recycling of
azardous wastes and tax onlv the untreated hazardous residuals
from these processes upon ultimate disposal. .

A disposal tax, unlike a feedstock tax, has the effect of creating
direct economic incentives for waste reduction and treatment.
First, at the production level, there is an incentive to adopt manu-
facturing processes which generate smaller amounts of the more
toxic, highly taxed wastes. Second, at the treatment stage, there is
an incentive to recycle and otherwise reduce the volume of hazard- -
ous wastes which must be disposed. Finally, at the disposal stage,
there is an- incentive to use safer methods of waste disposal which

" are taxed at a lower rate. Thus, the tax, administered by the Inter-

nal Revenue Service, could supplement the environmental statutes
administered by EPA in attempting to achieve environmental

It is unclear, however, if ,a"de,quate“ information exists about the
degree of hazard of different wastes and the environmental sound-
ness' of alternative dis 1 methods to design &4 rational disposal

" - tax. According to the Office of Technology Assessment (which su

ports the concept of a disposal tax) there is insufficient scientific
data to determine whether deep well injection is a highly safe
method of long-term disposal. A tax which provided lower tax rates
or exemptions for certain types of treatment or disposal could in-
crease the amount of waste flowing into less heavily. taxed disposal

and treatment methods. If these low tax rates and exemptions are .

based on inadequate scientific data; such a tax could actually in-
crease the 'amount of environmental damage imposed on society by -

‘the _disposal of hazardous waste. For example, under the Adminis-

tration’s proposal, deep well injection would in many cases be
taxed at a lower rate than biological waste water treatment. The
inability to define adequately hazardous wastes and to determine
their relative harmfulness is the primary reason why countries
such as France and Germany, which tax the discharge of pollut-
ants into waterways, have not enacted taxes on hazardous waste
disposal. ‘ - , - '

A waste generation tax would promote environmental policy by

. discouraging the generation of hazardous waste; however, unlike a

disposal tax, it would not create an incentive or disincentive for
any particular method of treatment or disposal. A waste genera-
tor's choice among treatment and disposal methods would be deter-
mined primarilly; y the costs of alternative technologies and EPA
regulations, rather than by the tax Code. . - B ,

¢
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Predictability of revenues - L

Twenty-three States currently emploY or have employed some
form . of waste-based tax.4® The General Accounting Office (GAQ) .
recently studied the experience with waste-end taxes in New York, .
California, and New Hampshire, and concluded that ¢¢

.". . the three states (1) have not collected the revenues
they anticipated, (2) have not determined if the tax
" --achieved its objective of encouraging more desirable waste
management practices, and (3) were concerned that a simi-
lar federal tax may reduce state tax revenues. or increase
. the incentive to i}le%ally dispose of hazardous waste. In ad-
dition, GAO found that in order to implement similar fed-
eral waste-end taxes, more data are needed on the types
and quantities of waste generated and the treatment, stor-
age, and disposal methods used. Threse data are necessary
-to accurately estimate revenue, measure change in dispos-
" al practices, and assure compliance with the tax.

The revenue shortfalls in these States were 39 percent in Califor-
nia, 73 percent in New York, and 93 percent in New Hampshire.
Florida replaced its waste-end tax with 4 feedstock tax in 1983
after didcovering that administrative costs exceeded revenues.5°
The State experience with disposal taxes raises the issue that a
revenue shortfall might also occur at the Federal level. - .

Part of the revenue shortfalls experienced at the State level are
due to out-of-State d‘;l?osal of wastes. This type of tax avoidance
would not affect a Federal level disposal tax, except to the extent
hazardous wastes are exported from the country. A second explana-
tion is that most of the State dis | taxes have been enacted

_since 1980 and are relatively new.-This “learning curve” syndrome

may: be responsible for the 80-percent revenue shortfall in the Fed-

" eral disposal tax enacted in the CERCLA of 1980 to-fund the Post-

closure Liability Trust Fund.5! A third cause of persistent revenue’
shortfalls is that the disposa] tax creates incentives for waste man-
agement, both by legal and-illegal means. California, in one year,
experienced a 28-percent decline in reported waste, including a 66-
percent decline in extremely hazardous wastes, after enacting a
waste-end tax.52 In combination with State level waste end taxes, a
Federal disposal tax could raise the effective tax rate on disposal to
the point where secrious revenue shortfalls might occur at both
levels of government.

At the State level, it appears that some pf the hazardous waste
reduction is due to “midnight” dumping, waste blending, question-
able rec¥cling and - treatment operations, -and under-reporting of

umes.®3 Under-reporting is pariicularly difficult to detect

«8 Pred C. Hart Associates, Inc. “CERCLA Funding Options,” pp. 21-22. -
4* GAO, State Experiences With Taxes on Generators or Disposers of Hozardous Waste May 4,

' 1984), p. il
B i&‘, Inc. “Briefing on CERCLA Tax Alternetives,” prepared for the Environmental Protec-
. tion Ageng_. part 11, p. 14 : :

81 Aoco ing

to the most recent IRS data, the post-closure tax raised an average of only $1.5
million per quarter in the first two quarters of fiscal ‘1984 relative to fiscal dget esti-

bu .
... mates of $8 million per quarter and projections of $26 million per quarter wm the tax was

*851CF Tnc, "Briofing on CERCLA Tax Altérnatives,” past I p. 20
nc. efing on 'ax rnatives, , p. 20,
ss fbid, pp. 1810, B O it
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in ‘the case of on-site dis 1, since the waste producer and dispos-
er are the same J)ari;y. [his could be a significant problem for a
Federal ‘waste-end tax because 96 percent of all hazardous waste
- are disposed of on site.>* As a result, some argue that an improper-
ly designed waste-end tax could seriously urdermine compliance.
with the RCRA reporting requirements.

Ultimately, there may be a conflict between the two major goals’
of a disposJ tax—the provision of revenue for the Superfund pro-
gram and the encouragement of proper treatment of hazardous: ’
wastes. To the extent that the tax applies only to those disposal . -~
practices which cause environmental harm and is successful in dis-
couraging such practices, the revenues generated by the tax will
decrease. However, the experience'with the Superfund program in-
idcates that the revenue needs for cleaning up old sites are -likely
to increase over time. ' -

Hazardous .waste generation is a considerably larger tax base
than hazardous waste disposal (because waste that is treated is not
excluded). Thus, to raise an equal amount of revenue, a lower rate

__of tax is required if waste generation, rather than disposal, is sub-
{'ect to tax. At a lower tax rate, a waste generation-type tax is less
ikely to result in midnight dumping, and other causes of revenue
shortfall, than is a dis l-type tax. Also, tax revenues from a gen-
eration-type tax are likely to be more stable than a tax im on ’
particular types of disposal, since it is more difficult for taxpayers
to reduce waste generation than it is to change disposal methods.

Administrative concerns

Some have questioned whether the current RCRA regulatory
system is adequate for assesssing, collecting,-monitoring;-and en-

" forcing a waste-end tax, Notwithstanding the’ RCRA regulatory
system, every State that has adopted a waste-end tax has found it -
necessary to develop a separate reporting system:55 The GAO con-
cluded that current data were inadequate for determining the’
cause of the revenue shortfalls in the State programs, and the
extent to which illegal disposal practices may have increased as a
result of taxing hazardous waste. - " ‘ .

Another lesson from the State experience is the relative high ad- -
ministrative cost of hazardous waste taxes. The current Superfund
tax is imposed on 42 feedstocks and collected from approximately
600 taxpayers. On the other hand, a hazardous waste tax might be
imposed on more than 430 wastes regulated under RCRA, and col-
lected from approximately 5,000 on-site and off-site hazardous
waste disposal facilities.5® The Internal Revenue Service would be -
required to develop complex regulations covering the hundreds of"
substances involved, and specifying the taxation of numerous recy-
cling, treatment, and disposal practices. N

Further, it is not clear to what extent the RCRA regulatory

" system is adequate to provide the framework for the administra-
tion of a tax. For example, liability for an excise tax generally de-
pends on the occurrence of a taxable event, but the RCRA system

84 Westat Study.
33 ICF, Inc., “Briefing on CERCLA alternatives,” p. 26.
s Ihid., p. 12. .- Lo
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is geared to the prevention of cértain events (i.e., illegal disposals)
which are prohibited under that law. It is unclear at what point
"legal treatment and/or legal disposal would require the payment of
a tax. Bome proposed versions of a waste disposal tax would distin-

ish among storage, treatment, and disposal for purposes of defin-
ing the taxable event and whether or not the tax ever applied to a
given volume of waste. However, the distinctions among these ac-
tivities under present law are not always clear. ,

Iy
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In addition, since RCRA allows approved State proirams to ad-

minister the Federal requirefnents, it is unclear to what extent a

. Federal tax based on RCRA ultimately would be administered b

" the States, which could vary in their definition of terms and ad-
ministrative practices. - :

Also, there is considerable controversy over -the RCRA regula- :

- tions which- define hazardous wastes and various management
practices, as indicated in the following statement:

Industry and environmentalists alike, unhappy with
much of what they already see, have challenged numerous
_ regulations and are involved with EPA in lengthy negotia-
tions over the way.- those regulations should ultimately
read. The states, which administer RCRA, are finding-
their efforts hobbled because promised federal aid has not
materialized.5? ' ’

The Congress in 1984 adopted amendments to the RCRA which,

inter alia, control certain questionable treatment practices under
current law and expand the number of generators subject to the
statute. If a disposal tax is tied to RCRA statute, the delays and
frequent changes and challenges to EPA’s regulations could make
it difficult for the Internal Revenue Service (IRS) to administer the
 tax and issue its own regulations. c ‘ .« .
There may be difficulty .in adminigtering a disposal tax where
- waste is stored or treated-ih several waste management units prior
to ultimate disposal. To prevent double taxation’it generally will be
necessary to provide a credit for tax paid when waste is moved
* from one unit to another. Problems may arise where the rate of tax
varies depending on the type of treatment unit. Also, some types of

treatment (e.g., neutralization of acids by the addition of a basic .

commpound) may increase the amount of waste material. This could

result in a tax credit for a larger amount -of waste_than_was oriﬁie,
y

nally subjéect to tax. Such difficulties generally would be avoided
 taxing the generation of hazardous waste (regardless of the method

of treatment or disposal) rather than the disposal of such waste. - .

Another issue is whether a waste disposal tax should be levied on
a wet weight or dry weight basis. For example, since wastes inject-
-ed into underground wells are very dilute (90-99 percent water)
taxing disposal on a wet weight basis’ increases the share of the tax
burden paid by underground injection relative to other types of
land disposal (if the same tax rate applies to both). If desired, the
higher water content of wastes injected into underground wells
could be accounted for by lowering the tax rate.

$1 Chemical Week, “Getting RCRA Under Control” (June 9, 1982), p. 36.
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Some oppose taxing disposal on a dry weight basis because of the
added administrative burden. The cost of determining dry weight
content has been estimated to be on the order of $20 per barrel,
"and can be more than the tax liability. As a result, some small *
waste generators currently do not bother to determine the dry’

- weight content of their wastes and pay the existing post-closure tax -
on a wet weight basis. This may put small disposers at a disadvan-
tage relative to large disposers (who have moré¢ uniform waste
streams and in-house laboratory facilities). o

As a practical matter, it may be quite difficult to develop com-
prehensive regulations prescribing the method of testing each of .
the hundreds of hazardous wastes to determine accurately the- -
water content. For éxample, evaporative methods do.not work for—.
volatile organic wastes, while the Karl Fischer titration procedure |
is ineffective for testing wastes which contain significant amounts

- of acids or aldehydes. The regulations would also have to specify
the frequency of sampling for continuous waste streams because

water content may be variable. For example, in many waste water

treatment facilities the diluteness of the waste stream surges after

it rains because storm water and hazardous waste share a common

sewer system. Finally, the regulations will have to establish certifi-

cation procedures for dry weight analyses so that Internal Revenue

Service (“IRS”) agents can audit effectively taxpayers’ claims re-

garding the dry weight of their taxable wastes. -

Trade effect :

— Like the feedstock tax, a waste-end tax raises the price of manu-
facturing certain products in the United States. This effectively
taxes exports and subsidizes imports of such products. However, de-

nding on the tax rate imposed, the impact of a waste-end tax on
individual businesses may be larger than the feedstock tax. The
' feedstock tax in current law was designed to prevent an increase in
production costs of more than 2.0 percent; however, a‘waste-end
tax could amount to a much larger percent of manufacturing costs
~ for products whose fabrication involves large volumes of hazardous
wastes. For example, a 1983 survey of off-site disposal charges, pre- .
pared for the EPA, found that the cost of landfill disposal for bulk
wastes ranged from $28 to $100 per metric ton, and the cost of land
treatment rangéed from_$5 to $24 per metric ton.5®8 Thus a tax of
- $10 dollars per ton on land disposal, approximately the rate pro-
posed by the Administration, could raise the cost of landfill by 10
to 36 percent, and the cost of land treatment by 42 to 200 percent.
Consequently, waste-intensive products could be priced out of the
market by imports from countries ‘which have few, if any, regula-
tions governing the disposal of hazardous waste. In these cases,
U.S. manufacturers might shut down production and possibly es-
tablish manufacturing operations in other countries with weaker
environmental standards. While some would welcome the export of
industries which produce ‘large 'volumes of hazardous wastes, the
cost to the U.S. economy in terms of jobs and income must be con-
sidered. ° :
Induc%or;. ﬁlslg?;elg’;%g &;{‘ g?)ilfvztzfs of Firms in the Commercial Hazardousi Waste Management
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- Appropriateness of revenue source .

One of the arguments for a waste-end tax is that under a feed-
stock tax, the burden of financing the Superfund program is not
properly placed on many of the industries which produced the haz-
ardous wastes which currently pose an environmental threat. It is
argued that since a waste-end tax could be more highly.correlated
with the generation of wastes found at Superfund sites, it is a more
appropriate tax base. R 7

gponents of a waste-end tax respond that this argument is not _

valid to the extent that a large volume of waste is not subject to
the tax. Wastes which are exported, generated by small generators
exempt from RCRA, or are municipal wastes migh{ not be subject
to the tax. To the extent the tax is tied to the existing RCRA regu-
latory system, disposal which:falls outside that system would not
- -be subject to the tax. Further, those companies currew disposing

of waste may not be the same companies that generated the waste
‘found in Superfund sites. - o

F. Post-closure Liability Trust Fund

Under current law, the Post-closure Liability Trust Fund trans-
fers legal liability of owners and ?erators of private disposal sites
to the Federal government, provided that such sites are operated
and closed according to RCRA retﬁxirements, and the EPA deter-
mines, 5 years after closure, that there is no substantial likelihood
of future release. In exchange for assuming such liability, a tax of
$2.13 per dry-weight metric ton was imposed on the dis 1 of haz-
ardous wastes at qualified facilities. In effect, the post-closure tax is
in lieu of an insurance ﬂremium‘ for the coverage of all future
claims arising from health and property damage caused by a haz- .
- ardous waste facility. A -

The Administration progosa_l -would repeal the Post-closure Li-
ability Trust Fund enacted in 1980. There are several arguments
for repeal. First, no estimate has been made of the liability which
ultimately could be transferred to the Federal government under
this provision. This liability is  unlimited, and is governed largel
by State and local laws which could change and could cover suc
items as medical ‘ex})enses, pain and.suffering, and income losses.
Thus, the amount of claims against the Fund could be extremely
large, and there is concern that the Post-closure Fund will have
adequate resources to compensate the victims of even a few re-
leases. This could necessitate a large tax increase or use of general
revenues to pay these claims. Second, it is argued that the transfer .
of liability to the government diminishes the incentive to make
these facilities safe over the long run. Under the scrutiny of pri-
~ vate insurers (to avoid liability attributable to.CERCLA and State

tort laws), it is claimed that facility operators would continually
strive to increase safety in order to keep premiums low. Little as-
surance that a future damage is unlikely results from a lack of re-
lease during the first five years after closure. Further, because
storage facilities do not pay the tax, a storage facility which
switched its status to that of a disposal facility just before closure
could. transfer liability to the Fund without ever having paid the
tax. Other such mismatches between the tax and eligibility for

~
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transfer or liability niay be possible; for example, a facility with an
interim status permit may be required to pay the disposal tax but,
if it never receives a final RCRA permit, will never be able to
transfer liability to the fund. In addition, the Post-closure Fund
does not relieve waste generators and transporters from legal li-
ability for damages caused by waste deposited at a hazardous waste
n the other hand, it is argued that adequate private insurance
is not available to cover the long-term. liability of operators and
owners of waste disposal facilities. Non-sudden environmental im-
airment insurance policies may be cancelled without cause by the

" insurer and are written to cover claims made during the coverage

period of the insurance (claims-made basis) rather than when pollu-
tion actually occurs (occurrence basis). Such a policy would not
cover any claim filed after the termination by the insurer even if

‘the damage resulted from a release which occurred when the policy -

was in force. Thus, repeal of the Post-closure Fund could leave the
public without protection where a policy is cancelled without cause
or a facility operator becomes insolvent. Only the Federal govern-
ment, it is argued, is capable of fully insuring these risks.5?

As.an alternative to repeal, one possibility is to the limit the li-

" ability of the Post-closure Fund to sites where the owner and oper-

ator are insolvent or the liability of a private part{l cannot be es-
tablished. This would have the effect of making the Post-closure
Fund similar to the Superfund which covers the cost of cleanup
where responsible parties cannot be identified. In addition, the
Post-closure Fund would-supplement the Superfund by covering li-
ability for damages for medical costs, income losses, pain and suf-
ferifpg,dand other items which would not be compensated by the Su. -
perfund. . ~ -

G. Natural Resouréq Damage Claims

Under present law States and the Federal government may be
compensated for damages to government-controlled natural re-
sources, such as parks and wildlife. These damage payments are in
addition to actual costs of cleaning up hazardous substances. The
Administration proposal provides that the Superfund may not be
used to pay these damage claims. It is argued that the present law.
provision diverts scarce funds from the principal purpose of the
program, which is to clean up hazardous waste sites and thus pre-
vent further damage to individuals as well as natural resources.
Further, it is argued that this provision exposes the Federal gov-
ernment to enormous potential liabilities for which no estimates

- have been made. Because regulations for damage assessmént have -

not yet been issued, only four States have filed damage claims;
however, claims from these States total $2.7 billion. Once the provi-
sion is fully implemented, the amount of claims eventually could
be much larger. Thus, the Administration viewed it as unwise to
allow these amounts, which do nothing to é)romote cleanup of haz-
ardous substances, to be paid from the Fund.

29 See Department of the Treasury, The Adeguacy of Private Insurance Protection under Sec-
tion 107 8‘.”[ the (Zompnhe{usiw Environmental Response, Compensation, and Liability Act of 1950,

June 19! —
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On the other hand, supporters of the current Frovision argue
) 1 costs attribut-
able to hazardous substance releases, and that cleanup costs are
only a small part of the total costs which these releases impose on-
society. In many cases, governments whose natural resource are af-
-fected adversely will have to incur substantial expense to restore or
replace these resources if they are not paid by the Fund, since sol-

vent parties responsible for the damages often cannot be located. .
- Of course, taxpayers finance these restoration or replacement ex-

nditures through additional State and local taxes. Thus, if the
nd pays for these expenses, they are borne by the users and pro-
ducers of chemicals and their derivatives rather than a broader
- group of taxpayers. Advocates of this provision argue that Fund
gaymeknt of these damage claims results in a more equitable distri-
ution of this burden. : -

H. Broad-base Tax Alternatives

" Based on the Office of Technology Assessment Report and other
studies indicating the enormous cost of ultimately cleaning all of
the nation’s serious hazardous waste sites, some have argued that
either general revenues or a broadly based tax eventually will be
necessary to.finance the Superfund. A broad-base tax would likely
cause less economic dislocation than an equal revenue tax on

“-chemical feedstocks or hazardous waste disposal, the effects of -

which are concentrated in the chemicals industry.. ‘
. The simplest broad-base Superfund tax alternative would be to
impgse a surtax on the existing income tax. (A corporate income.
tax surcharge of 10 percent was in effect during 1968 and 1969, and
a surcharge of 2.5 percent was in effect in 1970.) However, it is
argued that a surtax would be unfair because a number of corpora-
tions pay little or no corporate income tax under current law as a
result of various tax preferences such as the investment tax credit
and accelerated depreciation. Several alternative broad-base corpo-
rate income tax bases have been proposed: earnings and profits; net
receipts, and manufacturing value added. Since these tax bases are
extremely large, a very low tax)rate would generate sibstantial
revenue. Also, such taxes likely/ would produce relative}y stable
revenue compared to more narfow alternatives such as'a tax on
hazardous waste. , .

Tax on earnings and profits

S. 955, introduced by Senators Mitchell- and 'Chafee. would

~ impose an annual tax of 0.3 percent on corporate earnings and
- profits (before deducting distribuitions) in excess of $5 million.
- Earnings and profits, as defined in section 312 and in regulations,
more. closely reflect actual economic income than does taxable
income since many tax preferences are disregarded. Another ad-
vantage of this proposal is that only a relatively small number of
corporations would be liable for this tax (i.e.,, corporations with
earnings and profits greater than $6 million). However, a disadvan-
tage of this tax is.that many corporations, including large corpora-
tion, do not currently compute earnings and profits on domestic op-*
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erations on a r:gular basis. Thus, some additional recordkeeping

might be requir . )
Tax on jrganufacturing value added - \

'S. 957, introduced by Senators Bentsen and Wallop, would
impose tax on valued added in manufacturing by corporations with

over $100,000 of gross receipts.. The tax would be similar to the .

value added taxes (“VATSs"”) imposed in many Western European
- ‘countries, except that it would not apply at the retail (or wholesale)

level, and corporations would compute their tax liability using the
“subtractive” rather than the “credit” method. Under the subtrac-
tive method, taxpayers deduct purchases of materials from sales of
taxable commodities in computing their tax liability, rather than

having to claim a credit for tax imposed on purchases of materials. -
-Unlike the European-type VATs, the proposed tax does not allow a .

deduction for depreciation. Thus the tax base includes both pre-
- retail sales of manufactured goods and gross income from capital in
the manufacturing sector. Consequently, tax is to some extent im-
posed on both consumption and gross income (i.e., profits plus-de-
preciation) resulting from manufacturing. .

‘One advantage of taxing value added is that, under the General

‘Agreement on Tariffs and Trade (“GATT"”), a VAT is regarded as a -

direct tax which may be rebated on exports ‘and imposed on im-

ports. Such border tax adjustmenets would minimize adverse trade

consequences that might arise from Superfund taxes. A tax on
manufacturers may also be regarded as an equitable method- of fi-
nancing the Superfund since most. hazardous waste generation is
- associated 'with manufacturing operations. However, it could be
argued that fairness would dictate that exports of manufactured

goods not be exempted from Superfund tax because the groduction ,

of goods for export generates the same amount of hazardous waste
‘as.the production of goods for domestic consumption. -

. A disadvantage of a value added tax is that it will impose addi-
tional recordkeeping and compliance costs. Under the manufactur-
ing value added tax, unlike under current law, taxpayers would be
required to separately account for (1) sales of manufacturéd goods,
(2) exports, and (3) costs of goods sold attributable to taxable pro-

duction. Treasury has estimated that implementation of a broad- .

base (credit method) VAT would cost $700 million per year and re-
quire 20,000 additional personnel. While the tax proposed in S. 957

is substantially narrower in scope than the VAT anglyzed by the
Treasury Department, administrative costs may neyertheless be

significant.
Tax on net receipts

S. 596, introduced by Senator ‘Brﬁdley. would impose a tax 'q'f";'OSS i
percent on the net receipts of corporations with over $50 million of .
gross receipts. One advantage of taxing net receipts is that taxpay-

ers are already required to compute net receipts for purposes of the
corporate income tax so that compliance costs would be very low.
Another advantage is that relatively few corporations would be
subject to the tax: only about 10,000 corporations. have gross re-
_ceipts in excess of $50 million. o o
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" Adisadvantage of the-proposal is that the-effect of the tax would

- _be Gneven across firms and industries. Rental and interest income .

- are generally excluded in the calculation of net receipts and thus

would be exempt from tax. Also inventory accounting methods

differ between manufacturing and other sectors. Since cost of goods

sold depends on the method of inventory accounting, the computa-

: ‘tion of net recéipts (i.e. gross receipts minus costs of goods sold) will

" “vary .between industries. Some firms, such as utilities, do not main-

. tain inventories. In such cases-additional recordkeeping would be

required. Further, the inventory regulations provide that the inclu-

sion of certain items in costs of goods sold follows the accounting

treatment on the firm’s books. Thus, there could be inconsistent

tax results under the net receipts tax depending on variations in
income tax accounting practices. : _
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~ . STATEMENT BY. SENATOR JOHN H. CHAFEE

I would first like to thank-the Chairman of the Finance Committee, Senator Pack-
wood, for scheduling-hearings—on-the financing of the Superfund hazardous waste
cleanup program. I am a member of the Senate Committee on Environment and
‘Public Works, and that Committee has approved reauthorization of the Superfund
program which'exgires October 1, 1985. I am delighted that the Finance Committee
is moving forward
manner. . )

We have some very difficult choices to make in financing the Superfund. Cleaning
up the abandoned hazardous waste sites is going to be much more costly than we
originally anticipated. The Senate Committee on Environment and Public Works
has approved a reauthorization of the program at a $7.5 billion level, and I think
our job here in the Finance Committee is now to find the fairest and most appropri-
ate mechanisms for raising this amount of revenue. v ] ]

The original method for funding the Superfund was, as we all know, through a

tax on certain chemical feedstocks and a contribution from the general revgnues of .

the Treasury. Faced with raising substantially more revenue, I think it is to say

that most of us feel we can look simply at these two revenue sources. We are going -

to have to look at other methods for raising the revenué necessary, and that is what
I think these hearings are all about. ¢ . )

I have introduced, with my colleagues Senator Mitchell, a proposal for funding
the Superfund from four sources. First, we propose to continue the current feedstock
tax mechanism, but we change the rate structure so that it will raise approximately
$400 million annually instead of the $300 million which it currently. provides.-Thus
the chemical feedstock tax would contribute $2 billion over the 5 year period. :

Second, ‘we propose to continue the current Treasury contribution to the Super-
fund at*the rate of 12.5 percent annually. Thus the eontribution 8f;)'om general reve-
nues would rise from its current level of $44 million a year, to $187.5 million a year.
Third, we propose a new tax on the generation of hazardous waste to raise $1.5 bil-
lion over .the 5 year period, or approximately $300 million a year. Finally, we pro-
gose a bno%% based tax on corporate economic income to raise $3.06 billion over the
. 5 year period. -

Each one of these revenue sources has its problems. However, 1 think that the
combination of sources will work to raise revenue in the last disruptive manner eco-
nomically and with a minimal administrative burden on the affected parties and
the Internal Revenue Service. -« : - : ) :

Briefly, the feedstock tax we ts)ropose would continue taxing the current list of
‘feedstocks, but the tax rate would be capped at 1.5 percent of wholesale selling price

of a substance or $5.35 per ton, whichever is lower. The maximum tax rate under.’

current law of $4.87 per ton for organic feedstocks and_$4.45 per ton for inorganic
feedstocks. The tax on crude oil under our proposal would rise from .79 cents per
barrel to 1.13 cents per barrel. All-the tax rates will be indexed for inflation.

The proportion of tax paid by inorganic and organic substances under our bill will
change. Inorganic substances will pay an increased proportion, up from their cur-

rent share of 20 percent of the feedstock tax 27.6 percent. The organic-substances "

will pay 57.4 percent, compared with the 65 percent they pay under current law.
Crude oil will continue to pay 15 percent of the feedstocks revenues.

Our feedstock tax would increase the amouat of revenue generated by this tax by
approximately $100 million a year. This should not produce a negative impact 6n
the chemical industry’s balance of trade. Concern over creating comgetitive disad-
vantages for the chemical industry is one of the primary reasons we have not tried
to raise all the needed revenues from the feedstocks tax, and the modest increase
Senator Mitchell and ] suggest should not produce a disproportionate economic
burden on the petrochemical and metal processing industries.

According to the EPA Superfund study, the chemical trade surplus decrease

which occurred between 1981 and 1983 was small relative to the overall, deterjora-

tion in the U.S. trade balance, and more important, the U.S. has not lost market

“share in world chemical exports since the enactment of the Superfund. Despite the
- reduction in the balance.of trade, the U.S. share of world chemical exports in 1983
was 17 percent, the highest.in more than 10 years.

Factors other than the feedstock tax contributed to the decline in the balance of .

trade for the chemical industry, e.d global recession, the strong dollar, decontrol of
-U.S. oil prices, etc. Thus the impact of our proposed increase in the feedstock tax
should be insignificant. Under our proposal, 31 of the feedstocks will be taxed at less
than 1.5 percent of the wholesale price.

with hearings on the financing of the program in a-timely .
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We have continued the 12.5 gercent contribution from general revenues on the
theory that cleanin‘f up these abandoned sites is a broad societal problem to which
--+al] taxpayers should make a contribution. In addition, contributions from appropria-
tions should assure congressional scrutiny of the use of the Superfund.

The new waste generation tax is not. my first choice for an additional source of

revenue for the Superfund. Anyone who has not read the piece on hazardous waste
taxes that is in the Joint Committee on Taxation's background pamphlet should de
SO as soon as ible. The pamphlet provides an excellent summary of the issues we
‘need to consider if we are going to consider a tax on hazardous waste.

I am not a fan of hazardous waste taxes and have pro this flat tax on the
generation of waste as a lesser of two evils. The risks of developing improper waste
management incentives, experiencing revenue shortfalls, creating an administrative

nightmare and unexpected trade effects are all 1 erg real risks. ‘
: y experience as author and manager of the 1934 amendments to RCRA, the law
. under which EPA regulates hazardous waste management, convinced me that our
state of knowledge about waste generation and disposal practices is woefully inad-
equate. It is inadequate to devﬂ? or to-administer an incentive-based tax plan. If
we accept some of the multi-tiered tax proposals that are designed to alter behavior,
to favor treatment over land disposal, we run the risk of upsetting EPA's regulatory

program. :
Just last fall, the Congress enacted an extremely complex, detailed law that di-

rects EPA to ;;ha_se out unsafe land disposal practices. The last thing we need now is

to inject the IRS into the process of defining what are acceptable waste manage-

ment practices. That is EPA’s. job. We simply do not know enough to uge the tax

code as an effective supplement to EPA’s efforts in this area.’

- The revenue we can raise with a tax on hazardous waste is hardly worth the

risks. If we agree on the need to broaden the tax base for distributing the burden of

financing the Superfund beyond the current feedstock and agree to develop some
sort of broad-based tax, I will urge that we drop the waste tax idea altégether and
make up the $300 million or so in"the broad-based approach. If the Committee de-

" _ cides that it wants some sort of waste tax, an analysis of the issues and problems
‘suggests that a simple across-the-board tax on generation, such as that ihcluded in,

Senator Mitchell’s and my bill, is the best approach.
The broad-based tax which Senator Mitchell and I propose is a very small, three-

tenths of 1 percent (.003) on corporate earnings and profits in e¢xcess of $5 million a.

year. Earnings and profits are a measure of a corporation’s economic income b
on actual expenditures and receipts without accounting for the special tax treat-
ment rules in the Internal Revenue Code. Section 312 of the Internal Revenue Code
already defines earnings and profits, so it is not a new concept for corporations.
nder existing tax law, corporations must keep track of their earnings and profits
for the purpose. of measuring the amount of earnings that are available for.distribu:
tion to shareholders: As a practical matter, most large corporations do not keep de-
tailed -records of their earnings and profits because for most large corporations,
shareholder distributions rarely approach the level of corporate earnings and prof-
its. However, this is a calculation which can be made with relatively little adminis-
trative burden. . :
In summary, -the bill which Senator Mitchell and I have proposed continues to
depend in large part upon the petrochemical and metal processing industries for its

.tax revenue based on the sound reasoning that the hazardous waste problem can be

directly traced back to the feedstock substances which produce most chemical prod-
ucts. That is a tax policy that should be continued. The petrochemical and metal
processing industries will also contribute the bulk of taxes under our new waste
generation tax. In recognition that more revenue is needed for the Superfund, and

that we can not raise it all from one industrial sector, we have included contribu- _

tions from general revenues and we have proposed a broad-based tax on corporate
economic income. ]

I will save my.detailed arguments for markup and I now look forward to hearing
from our witnesses. i

STATEMENT ON SUPERFUND BY MaLrcoLm WaLLopP

This April, we celebrated the 15th Anniversary of Earth Day. In reviewing the
issues and concerns discussed back at the first Earth Day, a researcher would not
tind any mention of hazardous wastes. It was not a problem of great public concern

[.9

just 15 years ago. But, today toxic wastes have become.one of the great environmen- .

tal issues. ) .
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In response to the threat of hazardous wastes, we have enacted a number of feder-

- al laws, such as-the one under consideration today, the Superfund: program. It is a

response to a new problem, and has had its share of growing pains. In many ways,
the Superfund program is a textbook example of how we should, and should not,
respond to national problems. ‘
ith Superfund, we have a program motivated by public anxiety, but not neces- .

sarily by public or private competence. EPA has been moderately funded to move on
the clean up of pricrity hazards waste sites without a proper assessment of the toxic
hazards of industrial wastes, without a failsafe technology, and without sufficient
:féli(ned personnel in either the public or private sectors to deal with the assigned
ask. . o
Now, we are working on a 5 year reauthorization of the program. I would merel
urge cautioh. Wé need to maintain a flexible Frogram which develops in a responsi-
ble fashion to deal with the serious problem of toxic wastgs. Merely rapidly inflating
the program does not create a solution, but does have the potential for creating a
monstrous problem. e

Our role in this Committee is to ensure that we have a solid base to fund the
program. Like many other aspects of the program, the funding is flawed. We have a
narrow tax base which burdens only a handful of corporations. We also rely on non-

- existent %eneral revenues. Such a shaky financial base cannot be relied on to pro-

vide the funds for a serious toxic waste cleanup program. I have been working with
Senator Bentsen on one alternative. I feel that our proposal is a superior source of
funding. This hearing will provide an opponyphy to learn whether we have devel-
oped a better mousetrap. 1 do hope that we ¢an move forward in a manner which
allows us to develop the expertise and understanding to deal with a very serious
public problem. : .o

S

STATEMENT OF SENATOR CHARLES E. GRASSLEY

~Mr. Phairman._l appreciate the opportunity to hear from these distinguished wit-
nesses 'this morning on the tax issues involved in the reauthorization of the hazard-
ous substance response trust fund. With the expiration of the Superfund Program
facing us on September 30, we are back again to the drawing table this session to
come up with a fair tax plan which will provide the additional revenue that is
needed to continue our involvement in the cleanup of hazardous waste sites.
Despite positive efforts that have been made since the enactment of the Super-
fund Program in 1980, I think most of us.in Congress have been disappointed with

- the slow progress of the Environmental Protection Agency in addressing the ever-

growing national priority list sites. Although 538 sites are currently on the list and
another 248 were proposed in October, EPA estimates that the list will grow to

1,800 to 2,500 sites in the near term. Surely, there is great concern over the stagger- - . ;

ing resolirces which will be necessary from the Federal Government and industry to
protect the_public health from the hazards of abandoned toxic waste dumps. We
must ensure that EPA not only maintains its managerial and financial commit-
ments to the Superfund Program, but accelerates .its efforts in every way possible.

I do have concerns, however, over the disagreement which has arisen as to the
cost of the superfund cleanup and how quickly new revenues can be expended in a
responsible manner. The administration is proposing to expand the program from
its current authorization level of $1.6 billion to $5.3 billion over the next-5 years.
The Senate Environment and Public Works Committee, on the othér hand, has rec-
ommended the superfund be expanded toa $7.5 billion spending level. T feel that
Congress will have to take care not to raise revenues faster than they can be spent
to clean up our hazardous waste sits. The administration has pointed out that haz-
ardous waste. clean up projects require lengthy analysis, planning and engineering
work. Given the long lead time necessary for implementing site clean ups, the EPA
maintains it will not be able to spend more than $5.3 billion productively over the
1986-90 period. We should give serious consideration to this question and also to the
extension of the 1980 trigger mechanism which terminates superfund taxes if large
balances builds up in the fund.

Clearly, however. the most difficult decision facing the Senate Finance Committee
is how to best fashion a fair and effective tax system to raise the substantial addi--
tional revenues needed in the Superfund Program. Many argue that the financial
burden of cleaning up hazardous waste sites should be placed on industries responsi-
ble for producing hazardous waste and posing an environmental threat. Of course,
there is no direct link between current taxpayers and past waste disposers, however,
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< I feel that the superfund burden is more appropriately placed on industry rather
than the taxpayers who provide general revenue.

We will have to carefully consider whether we should concentrate on disposal or
generation taxes, which embody different incentive and trade e{fects, or a combina-
tion of both. We must. also examine other broad:based tax alternatives proposéd by

/ my colleagues, which offer advantages of stable revenue and less economic disloca-
tion in the chemicaland petroleum industries. N
These are tough questions that we will wrestle with in our eff¢: ¢ to come up with
. a fair approach to the superfund reauthorization. I look forward to the insight to be
_ shared by our witnesses as to their recommendations for superfund financing.

4

STATEMENT OF SENATOR LLOYD BENTSEN

Mr. Chairman, today we begin hearings on the financing of Superfund over the
next several years. . ) : ) :
_ No one quarrels with the need to correct and control the dangers of abandoned
hazardous waste sites. At issue are such considerations as the timing of the pro-
gram, the extent of the cleanup; who should pay and how revenues should be raised
if no one can or will pay. , .

Some of these questions have been considered by the Committee on Environment
and Public Works. This Committee must now determine how to raise the revenues.

. As we do this, it is important that we find a solution that is fair and equitable.

Loading the Superfund tax on a narrow base is not equity. It is time to face the
reality that hazardous waste disposal is a societal problem, not an ipdustry problem.

We all benefit from products like plastics and nylon—yet wasta are generated.

There is no question that the microchip and mini-computers bertefit society—yet,
wastes gre generated... — - . - : PN

As one example, 1 thumbed through the 291 potentially responsible parties at the
Stringfellow hazardous waste site in California. Sure, I found companies like Atlan-
tic Richfield on the list, but I also found Carrier, General Foods, Hughes Aircraft,

" Teledyne, and Xerox: And I found plating_companies and metal finishers and.
vacuum truck services. .

In short, the disposers of waste at Stringfellow were a wide cross section of the
national economy—dramatically different from the targets under the narrow Super-
fund tax base. . - L : .

Very often when we are faced with-a societal problem we turn to general reve-
nues. But, facing $200 billion deficits, I cannot endorse such an approach today.

Let's evaluate the option of increasing revenues by adding to the current feed-
stock tax. In theory, the producers of petrochemical building blocks should be able
to raise their pricgs and pass the burden to downstream' users. Eventually the in-
crease would be shared by consumers-—spread out over everything from artificial
hearts to disposable diapers and farm products. .

If theory mirrored reality, the tax would be scarcely noticed. But the American
petrochemical industry is in decline—on the ropes—with sales and profits falling
steadily because of OPEC competition. o

Prices have fallen steadily since 1980. Industry profits have shrunk to a bare 1.24
percent of sales. : ) -

It is an understatement to say that imports have grown markedly. Imports have
skyrocketed, cutting the petrochemical industry’s net trade balance by nearly a
quarter since 1980 alone. o .

In ammonia, for example, demand is projected to rise 2 percent this year. Yet pro-
duction will fall 5 percent in the face of increased imports that have nearly doubled
since 1982. Forty percent of all U.S. ammonia plants have shut down, and 43,000
jobs have been lost. ‘

Unemployment is rising steadily. In the socalled Golden Triangle region of Texas
in the area of Beaumont-Port Arthur, one in six petrochemical industry jobs have
been lost since 1981. . ,

Bight years ago, OPEC began to limit crude production to prop up prices. So they
launched major petrochemical building products to exploit their cheap oil and natu-
ral gas feedstocks. As a result, the Saudi Arabia consortium Sabic is building 16
major new petrochemical plants. In 1984 and 1985, for exgrple, Sabic added over §
percent to world ethylene capacity—at a time when nearly 25 percent excess capac-
ity in ethylene already existed. . i

These new plants are government controlled, and the governments are willing -

, and-able to undercut any competition by using state-owned oil and gas feedstocks.

’
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OPEC provides crude to their refineries at $2.50 per barrel or more below world
prices. Lt .

. . Here's what would haggen if we increase the current feedstock tax, according to a
- Congressional Research Service evaluation released just last week: .

A higher tax will raise:petrochemical industry costs and reduce sales. -
| U.S. primary petrochemical producers will incur reduced profits and possibly

osses. . . . -

Domestic output and employment will decline even further. =

Imports will increase and foreign producers will exploit the weak U.S.lindustry
and raise prices. " '

: Production costs for six major primary petrochemicals studied will increase from

- 8 to b percent, éven though they had had only a 1.24 percent pretax profit on sales
from 1981-84. - . ' )
© The tax burden would .not be distributed among chemical product customers.
Indeed, the CRS report says that the entire tax will be borne by primary producers
and intermediate petrochemical producers, with consumers paying none of it.

As an alternative, we could create a waste end or waste management tax. [ have. .
introduced a waste-end tax with Senator Moynihan, and others have introduced
similar proposals. The administration now appears to use a waste management tax
as the linchpin of. its Superfund tax proposal. ' :

Under the bill Senator Moynihan and I have introduced, the burden falls more
heavily on the land dis 1 practices that have caused the problems. The revenue
target is about $300 million per.yeer. )

I seriously question the $600 million per year target of the administration bill. I
cannot. speak with certainty about its details, but I believe it relies heavily on
taxing water to provide its revenues. ’ i

If the water volumes are changed—or reduced—what happens to those revenues?
Is such a proposal equitable with respect to the Superfund problem? ‘

A waste end tax can.be a useful component of a Superfund tax, but I doybt it can
be the linchpin. ' . »

The inescapable conclusion is that new, broad-based revenue sources are needed.

I know that Senator Bradley has introduced a net receipts tax that would apply to
large corporations. Senators Mitchell and Chafee have a proposal to use a minimum
tax with a very low rate. - . )

1 am delighted to see these proposals, They clearly indicate the desire to find a
broad-based revenue source. -

Senator Wallop and 1 have also introduced legislation for a broad-based tax. What
we call for is essentially a tax on sales of manufactured goods and raw materials
- from the point of production. ) :

A Superfund tax should have a rational relationship to the problem. It should be
fair, so that it does not give some companies competitive edges ovet other compa.
nies. Certainly, it should not encourage companies to move their operations abroad,
or damage the ability of U.S. companies to compete abroad. .

_The Superfynd excise tax that genatbr Wallop and I propose meets these require- -

ments. o .

H would apply the tax to imports of all manufactured and produced products. We
would also exempt exports from tax, so that they can compete abroad. .

Manufacturers will pay tax on their sales, and receive a credit for the tax paid on
the material used. But they will not have to keep invoices or other records showing
the tax paid. It will be enough to show purchases of the inputs. This calculation is
already required for income tax purposés. o

This mechanism may not be as theoretically correct as the credit méchanism used
in the European value added tax, but it so close—and it is simple.

Another aspect of the hill that makes it simple is that there are not numerous
.exceptions as to what constitutes manufacturing. We did build in an exception for
. farmers, because of their lack of inventory records—but even that exception may be

unnecessary depending on other aspects of the bill. .

The rate will be very low—perhaps less than 10 cents per $100 of sales—so we can
avoid making some of the fine distinctions that we might be faced with if the tax
were designed to raise lar%e.amounts of general revenues.

In short, I think the bill that Senator Wallop and 1 have proposed is fair, simple.
and advantageous to U.S. companies competing in world markets. .

On’ balance, our_choices are harsh and limited. A major role for general revenue

*is impractical. Increases in_the feedstock tax are inequitable and unwise. Waste
taxes can play a role but not the pivotal role. The only real choice is developing a
broad based revenue source. i ’
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STATEMENT OF SENATOR MAX Baucus .

Mr. Chairman, I commend you for moving so expeditiously in holding this hear-
ing. This committee’s profipt action will assure that the Superfund Program is re-
newed before its expiration this September. )

There is a widespread consensus in the nation that the -problem of hazardous
wastes constitutes an ongoing emergency and that the pace of cleanup must be ac-
celerated. At the same time we are unsure of the exact size of the problem. Esti-
mates range as high as $100 billion for total cleanup. We are learning the hard way
that it is very expensive to pay for past insensitivity and past mistakes. But the
longer we delay the worse the problem will become.

e Program that comes to us is a reasonable one. It is neither as large as some™
would like, nor as limited as the administration would prefer. It represents a major
step forward in our ability to identify, adequately analyze and begin cleanup of
sites. * : .

1 and thé other members of this committee who also serve on the Environment
and Public Works Committee feel strongly about the Superfund Program. The bill
reported out of the Environment and Public Works Committee is a good bill. Our
challenge here in the Finance Committee is to design a reasonable financing mecha-
nism for the program.

The cleanug of hazardous wastes is a national problem. The nature of the prob-
lem dictates that financing should be a multipart package: : .

First, a chemical feedstock tax. Such a tax currently 'Frovides the bulk of Super-
fund ﬁnancing—aprroximately $300 million per year. The theory behind this ap-
proach when Superfund was created was to tax the first hazardous substance in the
production line. This makes sense. However, an increase in this'tax could have seri-
ous adverse consequences for the international competitiveness of our mining, petro-
leum and chemical industries. Therefore, 1 believe we must retain the chemical
feedstock tax at its current level. R

Second, a waste end tax. This is theoretically appealing but presents an interest-
ing dynamic which makes it inagpropriate as a sole financing mechanism. If the tax
is iigh enough, it discourages the production of. wastes; that in turn would reduce
the funds available for the program. Achievement of both goals dictates that the
size of the waste-end tax be himited. . ) ) - '

Third are broader based taxes. These will be necessary to pdy for an enlarged!Su-
perfund. It is nice to talk about making those who cause the problem pay to clean it
up, but this presents practical as well ag theoretical problems. On the practical side
we must ‘recognize that some polluters no longer exist. A targetted tax would
become a tax on those who survived. So I return to my origindl point: Superfund is
a national problem. The past insensitivity to environmental hazards was widel
shared. To some extent, therefore, the clean-up cost also should be widely shared.

The current general revenue contribution to the fund should stay the same. We
should also seek a broad-based industry tax to provide the added revenues needed
for the larger cleanup program we believe is necessary. :

I look forward to testimony on the various taxes to provide funding to accelerate
the cleanup of our hazardous waste problems.

STATEMENT OF SENATOR GEORGE J. MITCHELL

Today we begin the task of raising revenues to fund the Superfund Program for
the next 5 years. :

The superfund law first enacted in 1980 was a major first step in addressing what
was and continues to be a serious and compélling problem: the cleanup of the thou-
sands of toxic waste sites across this country and continuing releases of hazardous
substances into the environment. The program got off to a very slow start, but I am
pleased to say that EPA is now implementing its cleanup and enforcement authori-
ties vigorously. My overriding concern in this committee's deliberations will be to
provide a level of funding sufficient to continue this pragress.

The Committee on Environment and Public’ Works has approved superfund
amendments which authorize $7.5 billion over the next 5 years. It is clear that even
this increased funding will not complete the task at hand. Since 1980, EPA has un-
dertaken a comprehensive inventory of hazardous waste sites across the couitry. It

. is now estimated that there are up to 22,000 potentially hazardous waste sites in the

United States. .- . :
If EPA’s current superfund level of activity is to be continued, long term cleanup
can be started at approximately 115 sites each year. EPA estimates that its list of

priority sites for which superfund money will be made available will grow to 2,200
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-sites ltimatély, only 10 percent of the sites expected to be in their inventory. I em-

phasize that $7.5 billion should not be considered adequate given the magnitude of

the program. .

However, the.-members of the Environment Committee were also aware of the . ...
need to br_mg tn the Senate a moderate bill which reflected a consensus. We believe
that we did that. I hope that the members of this committee will act in a similar
fashion with respect to superfund revenues. :

In assessing the various revenue options available, I have been guided by three
fundamental objectives: (1) those segments of industry most closely associated with
the problem should continue ‘to contribute an equitable amount to the fund; (2) at
the samé time, that segment of industry should not pay a disproportionate share of
revenues which results in anticompetitive impacts; and (3) any revenue raising
mechanism should create only Minimal hew administrative burdens on affected tax-
payers and the Internal Revenue Service. - !

I introduced legislation last week with Senator Chafee which, in my view, meets
ghese criteria. It imposes less of a burden on the chemical industry than the admin-
istration bill but raises-more revenue. It includes a broad-based tax component,
which I believe merits serious examjination..In my view, some sort of broad-based

. tax is the only reasonable way to raise revenues in the $7:5 billion range. I hope
that my colleagues will reach the same conclusion. ‘

There is an urgent need for expeditivus action on this legislation if we are to'com-
plete our work this year without any disruption to the program. I welcome these
" hearings and look forward to developing with other members a revenue measure

which is equitable, administrative and more adequate to do the job than the cufrent
superfund. ‘ o

Senator PAckwoap. The committee will come to order, please;

This is the first of what I hope will be two days of hearings only .
on the issue of the-Superfund, .and as far as this committee is con-
cerned our principal—issue is how it shall be financed. It is not our--
issue to determine the merits or_the substance of the legislation.
The principal controversies before us is one, how much should it - -
be, and two, how should it be financed?

I have read, all of the witness’s statements that were in as of last
night. They will be in the record in full. The witnesses with the
exception of the administration will be held to 5 minutes apiece,
although I would encourage the administration to abbreviate its
testimony and give us a chance for questions. The witness list indi-
cates that about two-thirds of the committee is going to be here.

We will start this morning with Mr. Lee Thomas, the Adminis-
trator of the Environmental Protection Agency, and Mikel Rolly-
son, the tax legislative counsel for the Department of the Treasury.

- Mr. Thomas, go right ahead. .

Mr. THoMas. Thank you, Senator.

I appreciate the opportunity to be here with you today to present
portions of the administration’s proposal and discuss with you re-
authorization of Superfund, along with my tolleagues from the De-
partment of Treasury who will talk about the other portions of the

. administration’s proposal and issues related to the revenue provi-
sions of the reauthorization subject of Superfund.~ " -

You have a copy of my-written statement, and with your permis-
sion I will highlight that statement and discuss with you some of . _

the major components of our proposal. . __-

Senator HEINz. Mr. Chairman, is thereﬁgoing_w

ty for opening statements, or not?
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Senator PACKWOOD “John, T ‘was- going_to_discourage openit
statements. I have discovered that when we get into controversia
matters they take 35 to 40 minutes when there are a lot of us here. -
There is nobody_here, and if you have an opemng stat,ement now,
go ahead. - e \ .
Senator HEINz [t is extremely brief. e

T~

-~ Senator PAckwunp. Go right ahead.

Senator HEjNz. Thank you, Mr. Chairman, and I want to thank
'Mr. Rollyson and Mr. Themas.
Senator HEINz. 'Mr. Chairman, as you pointed out, “we begm 2
days of hearings on proposals to_reauthorize Superfund There is -
httle doubt in my mind that the Superfund will be one of the most } |
volatile issues that we are going to face this , year. : .

-~ We all recognize what those people wholive in close proxnmxty to_..

hazardous waste sites must feel. They live with-the-afony apd- un-, _j:,f',,. s
certainty of not knowing’ what"is-in-the-water the drink, the air
thel)lr( breathe, and how dangerous is the ground on which they
wa

_ Senator HEINz. Mr. Chairman, as you pointed out, we begin two
days of hearmgs on proposals t6 reauthorize Superfund There. is_.
little doubt in my mind that the Superfund will be one of the most
volatile issues that we are going to ac this year.

We all recognize what those people who live in close proximity to
__hazardous waste sites must feel; they live with the agon and un-
certainty of not knowing what is in the water they. drink, the air
thelylv( breathe, and how dangerous is the ground on which they
wa - .

Every state we represent has sites on EPA’s National Priorities -
List. Pennsylvama, for instance, has 54 sites on the NPL. I think
that the top issue in reauthorizing Superfund is to fund it at a

" level that will ensure the most dangerous sites are cleaned .up-

. quickly and thoroughly.
In general, I beheve that the bill referred to the Fmance Com-
mittee by the Environment Committee is a sound one. With over

additions numbering, by estimates, anywhere from 2,000, as esti-
mated by EPA; to the 10,000 predicted in the recent OTA—Office

‘/COO sites already on the National Priorities List and with future .

lof Technology Assistance—report, I believe that we cannot éven

begin to. properly address this very serious issue for less than the - . »

"®¥.5 billion over the next 5 years proposed..

~————Thus;-the-question that weface today, . and this committee must - o

face, is how to raise approximately-that-amount. I don’t believe as

yet that we have a clear consensus as to what the best approach is, - .=
other than a general-epposition to-rely excliisively on the feedstock = _.
and crude oil taxing mechanisms for an expanded Superfund pro- :
gram. And I welcome, as [ am sure do all the members of the com-

mittee, proposals to broaden the tax base of the Superfund, and I

look forward to working with my colleagues on the committee in—-

. restructuring the-Superfund so that it can~do the job.it needs to do

without having a disruptive effect on any segment of the economy

. or the economy as a whole.

Mr. Chairman, I thank you.
Senator Packwoob. [ thank the Senator from Pennsylvanid. Are
ther&any other Jopening statements” o

)
. . -
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Senator Long. None here.

Senator PAckwoob. Thank you. .

If not, first I am going to move to Senator Lautenberg. We were
ready to start at 10 and I didn’t; see Frank here thén, but he has
since come in. And if you two fellows don’t mind waiting, just sjay

”gt the table, and Senator Lautenberg will testify from right where
e is. ) : ‘
Frank? - .-

STATEMENT OF HON. FRANK R. LAUTENBEiiG, U.S. SENATO
FROM THE STATE OF NEW JERSEY :

Senator LAUTENBERG. ‘I appreciate it. Thank you, Mr. Chairman
“"and members of the committee. I apologize to my good friend Sena-
tor Moynihan because he has tolisten to me drone on again, since
he is, with me, a member of the Environment and Public Works
‘Committee, as is Senator Chafee and.other members of the Finance
Committee. L g : S
want to make it clear at the outset, Mr. Chairman, that though
it-has a different appearance I am not a member of Lee Thomas’s
staff. {Laughter.] - : . - ‘ -
That for some time now, in all due respect to Mr. Thomas, I have
felt that he was,the boss and I was kind of doing the work there.
“But we are going to reverse that role today, Lee. < L.
-1 appreciate the opportunity to testify before the committee
today on the reauthorization of the Superfund program. My testi-
‘mony carries a twofold message—one is that we need to act quick-
ly, and ‘the other|is that we need to approve a substantially-en- -
i ‘laxl"ged Superfund |program adequate to the tasks in front of us.
Why.,we:have to act quickly, I think perhaps is obvious, but let me
address this briefly, because there seems to be little dispute on this
. score. . ‘ : s
Thé Superfund program expires in 5 months. Virtually all of the
"funds have been gbligated, and the sheer magnitude of the task
and the need for EPA in the states to make the commitments nec-
.essary to operate the program without a loss of continuity requires
the Congress to-move quickly to put an ‘expanded Superfund pro- -
gram into place. ) )
- - "It is a complicated system. It is a complex management problem,
- and we cannot wait until the last minute for reauthorization. =~ ~
. .Why do we need an enlarged Superfund pro?ram? And how large
a fund do we need? These are the issues now I"'would like to spend
- "some time on. -
The Environment and Public Works Committee -recently ap-

proved S. 51 to increase the Superfund to $7.5 billion. Prior to thig -~ -

markup, 1 had introduced my own legislation, S. 493, which called
for, a $10 billion program. My belief is that the Superfund Program -
. needs more, and certainly not less, than the $7.5 billion approved
by the Environment and Public Works Committee, and I would like -
to tell you why. ! ,
__The Superfund National Priority List currently lists 812 sites as -
“eligible for Federal cleanup assistance. What does this mean? It
.fmeans that a site has been found to pose an immediate public
health or environmental threat. ) o

—— — - —
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EPA has-identified over 20,000 other sites that are prospects for -
listing. Of these, 4,000 sites will likely end up on the National Pri- - -
orities List. : T : o
Removal actions in response to spills and other releases -also
. number in the hundreds each year. The agency is expanding its ac-
tivities in this regard as well. ,
Progress in cleaning up Superfund sites has been painfully slow
to date. Only six sites—I am told by Mr. Thomas yesterday that the
number may be slightly larger—have been cleaned up to a remedi- .
al standard and removed from the NPL. The pace is unacceptable. /~ ~—
The Governors of this country, who have the responsibility for — -
dealing with toxic waste crises on a daily basis, agree. They deal
first hand with the frustration and fear that is building up in com-
munities all across the country—communities with water supplies
shut off because wells have_been° contaminated; communities
- unable to protect the health of their citizens, young and old alike;
communities unable to attract new jobs and industry because of
toxic dumps. oL , R _
We need to approve a program, that .will make meaningful-
progress in addressing this glaring public health and environmen- ~
tal problem. ' o s
. _For this reason, the National Governors Association supports a.
$9 billion Superfund. The NGA arrived at this figure building from
the ground up. This is the minimum level our Governors consider
asccigtable to pace cleanup programs to meet the needs in their
tates. ' . . : ’
- In 1980, when Congress first established the Superfund program,
it directed EPA to undertake a series of studies. One of these stud-
ies, completed this past December, addressed the extent of the
.problem and the costs associated with cleanup. What does that
study tellus?— - Lo ’ o
) EIgA estimates it will cost-$11.7 to $22.7 billion to clean' up the
- 1,800 to 2,200 sites EPA expects to have oA the NPL list. The Gen-
eral Accounting Office, which completed an overview of the Super-
fund Program just this past March, estimated that cleanup in these
sites could run between $7 billion and $40 billion. The range is
wide, but we can understand why there is such a range.
Clearly, it is difficult to be very precise about exact costs, but it
is clear that the size of the Superfund will drive the :pace of the ..
program. And it is just as clear that $7.5 billion recommended by
ﬂ\g'EgmviFoifm'ent"and Public Works Committee is the minimum re- - &
..quired. o oo — e
Let's look at the administration’s Sroposal. Within this context, -
- the administration has recommended a $5:3 billion program, sub--
stantially smaller than its own studies indicate would be adequate.
Further, the administration’s estimates are indeed- misleading. The
administration has projected, under its proposal, that assistance
will be provided for feasibility studies or remedial actions at about
. 115 sites per year. ‘ . p—
Now, please keep in mind the fact-that there are likely be sever-
al thousand sites included in the list. . .
- We may disagree about whether this is an. acceptable pace for
the program. Of course, T would like to see a faster pace. However, -
laying aside this disagreement, it must be underscored that these
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estimates are :it'ist unrealistic. They don’t také\n\to account infla- -

‘tion_of the dollar or the cléanup costs—inflation"in_both areas.
‘Again, dollar inflation and the expansion of the scope of the task.

hey assume an extremely high rate of cost recovery from respon-

" sible parties, far higher than EPA to date has been able to realize,

and we hope that they can recover the costs; but we have to face"
reality. And they don’t adjust for deteriorating conditions and sites,
even though experience has shown-that delay in cleaning up these
sites increases the ultimate cost. . ‘ '
In sum, the administration’s progd’sal at $5.3.billion assumes a
limited and painfully slow pace of the program. Mr. Chairman, the
key issue posed by the Superfund Reauthorization bill is how far

and how fast the program will go over the next 5 years. The Fi-

- nance Committee will play 4 pivotal role in answering this ques-

tion. . | .

S. 51, approved overwhelmingly in our committee, makes a
number of important amendments to the program. Many of these
changes will make the program more effective and thus create a
greater demand on the fm. A limited number of amendments
would exgand the program. | ~

The C

The bill also makes important- changes-to-thé {)rogram that were
not considered by CBO. These include the committees “how clean
is clean?”’ language which favors treatment.over disposal or con-

-tainment of waste, and langliage allowing states to obtain credits
- and seek reimbursement for cleaning up Superfund sites at a pace

faster than the Federal plan. R ‘
I ask that the Finance Committee keep these points in mind in

" considering a funding level for S. 51. In addition, I ask the commit-
tee to consider an accelerat¢d program. I applaud my colleague

from New Jersey, Senator Bill Bradley, for adding an ambitious
schedulé to his Superfund, bil] S..596. . »
In its review of S. 51, the cgmmittee will .need to consider propos-

“als to broaden the tax base fqr this program and to find a reliable

revenue source for the progrgm well intothe future. My colleague
from New Jersey has proposed a Net Receipts Tax; my colleagues
on the Environment and Public Works Committee, Senators Mitch-
ell and Chafee, have proposed another. version of a broader-based
tax. Both of these proposals acknowledge that the Superfund clean-
up is a national problem and that corporations all over the country

-~ have shared in the benefits of an increasingly-complex industrial

society and economy. / : 4
i8 testimony with a personal note. Last
year, Ray Adams, a citiz% of Pomona Oaks, NJ, testified before
the Environment and Public Works Committee. His community’s

c%)f:nzene, a
potent carcinogen. Ray was advised by the New Jersey Department
of -Health that when i took a.shower, make it shor& under light
sprays, tepid temperatures, open windows, to make sure that the
room was appropriately aired,-and to close his bathroom door after
a shower to prevent the chemicals from contaminating his house.

The Center for Dis"éaséygontrol advised him to stop using his water

e

° . ' . i

. O estimated that the cumulative costs of these provisions .
would be roughly $700 million.

s
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"completely. This is the basic water supply. The Center indicated
that benzene was such a potent carcinogen that zero exposure was
recommended. ' : .

Well, today the citizens of Pomona Oaks have a clean source of -
household water. The aquifer underlying Pomona Oaks has been
designated a Superfund site. These are positive developments for

. Pomona Oaks; but, unfortunately, our country is dotted with hun-

' dreds of Pomona Daks. And I don’t think that they are going to get
as/satisfactory treatment as the people did at Pomona Oaks, unless
we have the funding to do this 'og. — _

! Mr. Chairman, I appreciate the time you and the committee have
spent hearing me. I look forward to working with all of you to
.renew and improve the Federal Superfund Program.
Senator Packwoob. One quick question, Senator. We have a vari-
ety of bills before us as to how the Superfund should be paid for.
Do you have any preference? =~ :
Senator LAUTENBERG. Well, I defer to the members of the com-
mittee. I for one have said in the Environment and Public Works™
Comimittee that I think we do have to broaden the bas%beyond

‘simply the feedstock providers, because it is.a national problem,
and it has implications for corporations throughout our sgciety as -
" well as citizens throughout our country who enjoy the benefits of
the products that are made. And I do think we are going to have
to, in some way, look at a general revenue base.. - .
Senator Packwoob. Our early-bird list-is as follows: Packwood,
Heinz, Long,- Moynihan, Wallop, Chafee, Bradley, and Mitchell.
Senator Heinz is ﬁ)ne. Senator’ Long? Lo - ’
Senator LoNG. No questions. Thank you for your statement, Sen-
ator. - o ) . :
. Senator PAckwoop. Senator Moynihan? =~ .
. 1. Senator MoyNIHAN. Mr. Chairman, just to welcome my colleague
.7 ~—from the Committee of Environment-and Public Works. And we deo
have a nice exchange here, sifice Senator Chafee is a member, and
I am a-member. So there is a real connection here in the commit-
tee. ' — ' - -

‘You mentioned general revenue funding, but, as you know, Sena-
tor Bentsen and I'introduced a bill, S. 14—we were in there fairly
early—to add a waste-end tax to the Superfund.-mix. Right now we
draw all of our revenues from a tax on some 42 chemicals, which is
a fairly manageable tax, there aren’t that many producers. But in
the whole principle of environmental management, I think it is
agreed that-some cost should be associated with the producers of a
toxicity and not just the manufacturers of the basic ingredients. °

I would assume that you would sgree that a waste-end tax is at
least a thought to be considered by this committee. At some point
it makes it more expensive to produce toxic wastes, and in conse-
quence there is an incentive to produce fewer of them. Would you
comment on that, Senator? . : : ‘

Senator LAUTENBERG. Yes. My distinguished friend and ¢olleague
from New York does-touch the target on the mark. Lest I be mis-
understood, I was not recommending that this program be funded

- - by general revenues. I share Senator Moynihan's view that a varie-
+ ty of sources should be looked at for funding these programs..And -
once again, I think that we have to get on with it as quickly as-*

N it 20 -
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" things we are doing is creat

. your request, that $7

.- fined program with an ill-directed goal. "
. —Senator LAUTENBERG. The Senator from Wyomning touches on dis-
.. . cussions’ which we have had with some degree of frequency in the
. Environment dand Public Works Committee. I would hope that it -
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possible, and I am pleased that all pro%rams under consideration—
there is the Chafee-Mitchell proposal, the Moynihan-Bentsen, Sena-
tor Bradley’s—all these are meritorious programs, and I would
hope that the committee can arrive at a consensus, using whateyer
means are available, to make it the least painful taxing system pos-
sible while we get on with the job. v

Senator MoyNIHAN. But you would recognize that? Quite. apart

* from the revenue-raising aspects of a waste-end tax, there is.an in-

centive element. °
4 Senator LAUTENBERG. Absolutely. % -
Senator MoyNIHAN. I mean, is it cost-free to ‘produce toxic:

" wastes? Or is there a’cost associated which presumably produces

fewer? . . : Ce :
Ideally, a waste-end tax would produce no revenue at all.
Senator LAUTENBERG. Yes, discourage the pollution. Absolutely. I
agree. . o, : :
- Senator MoyNIHAN. Thank you. : C ‘ ;
Sendtor PAckwoob. Senator Wallop? - A I
Senator WaALLoP. Mr. Chairman, I would ask that an ‘openin
statement that I have be included in the record.
. Senator PAckwoop. Without objection. And I appreciate you put-
_tmsg.it into the record rather than reading it. Thank ybu.
enator WALLopP. What is perhaps most disturbing, Senator Lau-
tenberg, in the debate over Superfund is that we don't seem.to
have a firm grasp of what are hazardous wastes, nor do we even
know what are toxic impacts on such wastes on humans and the.
enviornment. ‘ -
EPA has. issued four lists, classifying 400 substances as hazardous
wastes; but the existing feedstock tax to fund Superfund covers

" only 42 of thosé substances. And yet there are perhaps hundreds if

not thousands of substances which may be hazardous. :
Some would respond to this dilemma by demanding more federal
money to fight hazardous wastes, and 1t makes for great stump

-speeches, but it isn’t realistic. -

In a report issued last month, GAO stated that although uncon-
trolled hiazardous waste sites poses a substantial danger to human
health ‘and the environment,-the scope of the hazardous waste

roblem, the degree of health risk involved and the cost of correct-

" ing-these problems are unknown. Wouldn’t it seem better, really,

before we put a figure, a dollar figure on'this, to really force the

EPA into some kind of a structure where we had a better handle

on what it was we were tryin% to do? Because I fear that one of the -

ng more hazardous waste sites as a

result of the cleanup, because we are just moving them around in

circles. And the new ones, ag I read the Superfund that has passed
the committee, will not be eligible for Superfund.

That is one of the Eroblems that I have with going along with

.5 billion is a minimum and maybe $10 billion-

or more would be more so. I have no objection to spending money

on purpose, but I have great objection. to spending it for an ill-de- .

-
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would be assumed thét I would ‘not be on the opposite side of your
admonition about spending money needlessly. I don’t think I have
earned that kind of reputation., ~ . :
Senator WaLLop. I wasn’t suggesting that you were. The focus of

my question was how do we get to someplace where we are doing

something on purpose rather than doing something for show? .
- Sena}or LAUTENRERG. And I certainly agree with that. Again, we
- have had numerous hearings and reviews of the subject to try to
* determine how effective the program is and how dangerous the de-
- velopment of toxic waste sites gets to be. And I submit to my col-
league from Wyoming that, if you heard some of the testimony of
those who were exposed to contaminated water supplies, and heard
about the dramatic difference in.child health—particulary in one
-~ . family, who when they moved away a short distance, near Lowell,
" - 'MA, they moved. a short distance away, and there was a percepti-
¥ ble improvement ih the health of the children-in this family, first
.. _in a day and then in days, coughing and emissions from body open-
_ihgs and so forth, just a very dramatic change. - - o
‘And we have seen health deterioration in so many cases in dif- .
. ferent locations around the country, that the urgency certainly is
-~ there. And when we talk about scope and see the number of agen-
cies that have come up and suggested what needs to be done to do"
the job, including the Governors—I assume. we have a variety of
political  persuasions in there, but certainly a recognition of what
the needs are-within the States—that say we need $9 billion. And-
even F:‘iPA’s estimates are far greater than that which is being re-
quested. L R ,
What we are really arguing about, Senator Wallop, is pace. Even-

TR tually we are going to have to deal with these problems, and we

\ are going to have to deal wwith them in virtually every State in our
«  country. I don’t think there is one State, as I remember the map,

that is exempt from Superfund priority-site listing. .

. So I think that these $7.5 billion can be used, can be used effi-

- ciently, regardless of EPA’s testimony that $5 billion is a comforta-
ble number for efficient use. I say use contractors, use the creativi-
ty that I know rests within that Department now; it's leadership is -
very good. And they can figure out ways to get this job done. And I

think we ought to fund it at the kinds of levels that have been rec- .
ommended by the Environment and Public Works Committee, at a
minimum. -~ ‘ . .. :

,/».-‘ Senator WaLLop. Mr. Chairman, I just would make an observa-
tion, that I have no problem with funding the job. I want the job.
defined.” . ’ ‘ : _

- Sénator LAUTENBERG. I agree with that. o
Senator Packwoob. Senator Chafee?

Senator CHAFEE. Thank you, Mr. Chairman. :

'I have a statement that 1 would like to put in. Also, I would like -
to join in welcoming our colleague from the Environment and
Public Works Committee, Senator Lautenberg, here. He has had a

. deep interest in this area, has been a very constructive member of
the Environment and Public Works Committee and has spent a lot
of time on Superfund. I know of his deep interest, and we appregi-

ate his taking the time to help us'today. : ' e
Senator LAUTENBERG. Than?( you.
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Senator PAckwoop. Thank you.
Senator Bradley? Lo C o ’
. Senator BRADLEY. Mr. Chairnian, let me thank you, and-let me
thank Senator Lautenberg for his excellent testimony and for his
. support.of the concept of a broadbased tax: His testimony revealed
what none of us should forget: the end of our legislative efforts is
to try to remove a public héalth threat from citizens like Ray
 ~ Adams, that you mentioned in Pomona Qaks, and countless others
" in New Jersey, and across this country who are threatened by toxic
wastes and who are depending on us to remove that threat from
their lives. - - '
3o I want to thank Senator Lautenberg, as his colleague repre-
' senting New Jersey, for his leadership in the Environment and
Public Works Committee and for his personal commitment to
~ trying to improve. a-dangerous situation for the citizens of our
State and those across the country. o .
Senator PAckwoob. Sendator Mitchell? . :
~ Senator MircHELL. Thank you, Mr. Chairman. I have no ques-
tions, but as a member of the Senate Committee on the Environ-
" ment, I want to commend Senator Lautenberi for all he has done.
He has played a major role in the shaﬁing of this legislation in that
committee, -for which I' and many others are grateful. And I also ,
thank him for his statement today. : o
" Senator LAUTENBERG. Thank you. ‘
Senator PAckwoob. Frank, thank you very much for coming.
Senator LAUuTENBERG. Thanks very much, Mr. Chairman, and
thanks, members of the committee. e . ) A
[The prepared statement of Senator Frank R. Lautenberg -fol-
-lows:] . . o 7 : _
4

©



P S,

86 -

TESTIMONY BY SENATOR FRANK R. LAUTENBERG ‘april 25, 1985

R ]

SENATE FINANCE COMMITTEE

" MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE, I APPRECIATE THE
ovéoaruuxxx T0 TESTIFY BEFORE THE COMMITTEE TODAY ON THE
REAUTHORIZATION OF THE SUPERFUND PROGRAM.

MY TESTIMONY CARRIES A TWOFOLD MESSAGE: WE NEED 7O ACT ~
QUICKLY. - AND WE NEED TO APPROVE A SUBSTANTIALLY ENLARGED
SUPERFUND PROGRAM ADEQUATE TO THE TASK BEFORE US.

WHY DO WE NEED TO ACT QUICKLY? LET ME ADDRESS THIS
RELATIVELY BRIEFLY, BECAUSE THERE 1§ LITTLE DISPUTE ON THIS
'SCORE. THE SUPERFUND PROGRAM EXPIRES IN srve'nonwns: VIRTUALLY
ALL OF THE FUNDS HAVE BEEN OBLIGATED, THE SHEER MAGNITUDE OF
THE TASK, AND THE ﬁsso.sga spa_anb,mus STATES TO MAKE THE
COMMITMENTS NECESSARY TO OPERATE THE PROGRAM WITHOUT A LOSS OF
CONTINUITY, REQUIRE THAT THE CONGRESS MOVE QUICKLY TO PUT

AN EXPANDED éUFERFUND PROGRAM INTO PLACE. WE SHOULD NOT WAIT

,  UNTIL THE LAST MINUTE TO SEND A BILL TO THE’ PRESIDENT FOR HIS
_ LAST MINUTE 10 S8 B T 3 .

"SIGNATURE.

‘e
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WHY DO’ WE NEED AN ENLARGED SUPERFUND PROGRAM? 'AND HOW

LARGE A FUND DO WE NEED? THESE ARE THE. ISSUES I WOULD LIKE TO
DWELL ON. = - - - ‘

| THE ENVIRONMENT AND PUBLIC WORKS COMMITTEE RECENTLY
APPROVED S. 51 TO INCREASE THE SUPERFUND TO $7.5 BILLION. PRIOR
TO THIS MARKUP, I HAD INTRODUCED BY OWN LEGISLATION, S. 493,

WHICH CALLED FOR A $10 BILLION PROGRAM. MY BELIEF IS THAT THE

" SUPERFUND PROGRAM NEEDS MORE, AND CERTAINLY NOT LESS, THAN THE

$7 S -BILLION - APPROVED BY THE ENVIRONMENT AND PUBLIC WORKS

COMMITTEE. LET MB TELL YOU WHY. ’

-
.

THE SUPERFUND N;TxONSL PRIORITY LIST CURRENTLY LISTS 812
SITES AS ELIGIBLE FOR FEDERAL CLEANUP ASSISTANCE. WHAT DOES
THIS MEAN? IT MEANS THAT A S{TE HAS BEEN FOUND TO POSE AN
IMMEDIATE PUBLIC HEALTH OR anvrnouuéuran THREAT.

~""*'ibA HAS IDENTIFIED OVER 20,000 OTHER SITES THAT ARE
PROSPECTS FOR LISTING. " OF THESE, 4000 SITES WILL LIKELY END UP

ON THE NPL.

o REMOVAL ACTIONS IN RESPONSE TO SPILLS AND OTHER RELEASES
ALSO NUMBER IN THE HUNPREDS EVERY YEAR. THE AGENCY IS EXPANDING

ITS ACTIViTISS IN THIS REGARD,

PROGRESS IN CLEANING UP SUPERFUND SITES HAS BEEN PAiNFULLY .

SLOW TO OATE. ONLY SIX SITES HAVE BEEN CLEANED UP AND RBHOVBD

FROM THE NPL. TMIS I8 SlFPLY UNACCEPTABLE.

" ‘
s
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THE GOVERNORS OF THIS COUNTRY, WHO HAVE THE RESPONSIBILITY
FOR os&nxgc WITH TOXIC WASTE CRISES ON A DAILY BASIS, AGREE.
THEY DEAL FIRST HAND WITH THE FRUSTRATION AND FEAR THAT (S
" BUILDING UP IN COMMUNITIES ALL ACROSS THE COUNTRY----  °
COMMUNITIES WITH WATER SUPPLIES SHUT OFF BECAUSE WELLS 'HAVE BEEN
CONTAMINATED; COMMUNITIES UNABLE TO PROTECT THE HEALTH OF THEIR
CITIZENS, YOUNG AND OLD ALIKE; COMMUNITIES UNABLE TO ATTRACT NEW
JOBS AND INDUSTRY ascnusa'osfro}xc DUMPS. ‘
! ’ : i _ /
* WE NEED TO APPROVE A PROGRAM THAT WILL MAKE HEANINGEUL
PROGRESS IN ADDRESSING THIS GLARING Puqeic HEALTH AND

ENVIRONMENTAL PROBLEM. -,

FOR THIS REASON, THE NATXONAL.GOVEBNORS{ ASSOCIAT}ON
SUPPORTS A $9 BILLION SUPERFUND. THE NGA ARRIVED'AT THIS FIGURE
BUILDING FROM THE GROUND UP. ‘THIS IS THE MINIMUM LEVEL OUR -

»”éaoERNORS CONSIDER ACCEPTABLE TO PACE CLEANUP PROQRAHS TO _MEET
THE NE%DS IN THBIR STATES.

I o

IN 1980, WHEN CONGRESS FI%ST'ESTABLfSHED THE SUPERFUND
PROGRAM, IT DIRECTED ;PA TO UNDERTAKE A SERIES 6F STUDIES. . ONE
OF THESE STUDIES, COMPLETEDN THIS PAST DECEMBER, ADDRESSED THEV

'EXTENT'OE THE PROBLéﬁ AND “THE COSTS ASSOCiATED WITH CLEANUP.
WHAT DOES THIS STUDY TELL US? R
. | . -

EPA ESfIMATES [&y HIHL CoSsT $11.7.TO $22.7 BILLION TO CLEAN
ue THE 1800 TO 2200 SITES EPA EXPECTS TO PQT ON THE NPL IN THE™
NEAR FUTURE. THE GAO, WHICH COMPLETED AN OVERVIEW OF THE ,
SUPERBPUND PROGRAM JUST THIS MARCH, ESTIMATED THAT CLEANOP OF

' THESE SITES COULD RANGE QSTWEEN $7 BILLION AND $40 BILLION.
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'MR. CHAIRMAN, THE KEY ISSUE POSED BY THE SUPERFUND
REAUTHORIATION BILL IS KOW aag_nho HOW PAST THE PROGRAM WILL GO
OVER THE Naxr(ngs YEARS, THE PINANCE COMMITTEE WILL PLAY A
"_PIVOTAL ROLE IN ANSWERING THIS QUESTION, ‘
S. 51 APPROVED OVERWHELMINGLY IN OUR COMMITTEE MAKES A.
"NUMBER OF IMPORTANT AMENDMENTS TO THE PROGRAM. MANY OF THESE
CHANGES WILL MAKE TEH PROGRAM MORE EFFECTIVE, AND THUS CREATE-A—
GREATER DEMAND ON THE FUND.' A LIMITED NunﬁsaiqrAauaqpusurs ,
WOULD EXPAND THE PROGRAM. THE CBO ESTIMATED THAT THE CUNULATIVE
COSTS OF THESE PROVISIONS WOULD BE ROUGKLY $700 MILLION.
THE BILL ALSO MAKES IMPORTANT CHANGES TO THE PROGRAM THAT
* WERE NOT CONSIDERED BY CBO. THESE INCLUDE THE COMMITTEE'S "HOW
CLEAN IS CLEAN™ LANGUAGE, WHICH PAVORS TREATMENT OVER DISPOSAL
OR CONTAINMENT OF wasra%, AND LANGUAGE ALLOWING STATES TO OBTAIN

CREDITS AND SEEK RBXMBUgSEHENT FOR CLEANING UP SUPERFUND SITES

4

AT A PACE PASTER THAN THE FEDERAL PLAN,
. ,
* s

]
B

, I ASK THAT THE FINANCE COMMITTEE KEEP THESE POINTS IN qIND i
"IN CONSIDERING A FUNDING LEVEL FOR S. 51, IN ADDITION, I ASK
THE CGHHITTEB'TO‘EONSIDER AN ACCELERATED PROGRAM. I APPLAUD MY
COLLEAGUE FROH NEW JERSEY, SENATOR BILL BRADLEY, FOR.AleNG AN B
AMBITIOUS SCHEDULE TO HIS SUPERFUND BILL, S. 596. o
. B
IN ITS REVIEW OF S. 51, THE COHHleea HILL NEEb T0 CONSIDER ;
’ PROPOSALS TO BROADEN THE TAX BASE FOR THIS PROGRAM, AND TO FIND "
A'RELiABLE REVENUE SQURCE FOR THE PROdk WELL INTO THE FUTURE. i\ /
MY COLLEAGUE FROH NEW JERSEY HAS PfROPOSED A NET RECéIPTS TAX.

MY COLLEAGUES ON THE ENVIRONMENT AND PUBLIC WORKS COMMITTEE,

Ay
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.

SENATORS MITCHELL AND CHAFEE, HAVE PROPOSED ANOTHER VERSION OF A
BROADER BASED TAX. BOTH OF THESE‘PROPOSALS ACKROWLEDGE THAT THE
SUPSBFU;A CLEANUP IS A NATIONAL‘EFOBLEM AND THAT CORPORATIONS
ALL OVER THE COUNTRY HAVE ¢ HARED IN THE BBNEP!TS OF AN

INCREASINGLY COMPLEX, INDUSTRIAL SOCIETY AND ECONOMY.

»

>
I WOULD LIKE TO CLOSE THE TESTIMONY WITH A PERSONAL NOTE.
LAST YEAR, RAY ADAMS, A CITIZEN OF POMONA OAKS, NEW JERSEY,
TESTIFIED BEFORE THE ENVIRONMENT AND PUBLIC WORKS COMMITTEE.
HIS‘COMMUNITY'S HOUSEHOLD WATER SUPPLIES HBRé‘CONTAMINATED WITH
BENZENE, A POTENT CARCINOGEN. = RAY WAS ADVISED BY THE NEW JBRSQY
DEPARTHENT OF HEALTH TO TAKE SHORT SHOWERS, UNDER LI1GHT SPRAYé;

TO OPEN WINDOWS WHEN TAKING A SHOWBR TO AIR THE ROOM, AND TO

CLOSE HIS BATHROOM DOOR AFTER A SHOWER TO PREVENT CHEMICALS FROM__

CONTAMINATING HIS HOUSE. THE CENTER POR DISEASE CONTROL ADVISED
HIM TO STOP USING HIS WATER COMPLETELY. THE CENTER INDICATED
THAT BENZENE WAS SUCH A POTENT CARCINOGEN THAT ZERO EXPOSURE WAS
RECOMMENDED. -

TODAY, THE CITIZENS OF POMONA OAKS HAVE A CLEAN-SOURCE OF
HOUSEHOLD WATER. THE AQUIFER UNDERLYING POMONA OAKS HAS BEEN
DESIGNATED A SUPERFUND SITE. THESE ARE POSITIVE DEVELOPMENTS
FOR POMONA OAKS. BUT, UNFORTUNATELY OUR COUNTRY IS DOTTED WITH

{

MR. CHAIRMAN, I APPRECIATE THE TIME YOU HAVE SPENT HEARING
ME OUT. I LOOK,FORWARD TO WORKING WITH THE COMMITTEE TO RENEW

AND IMPROVE THE FEDERAL SUPERFUND'PROGRAH-
¢ i R

1

i
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Senator Packwoob. Now, gentlemen, we will proceed. '
Mr. Thomas, if you want to go first, your entire statement will be
in the record, and if you can abbreviate it we will appreciate it.

STATEMENT OF LLEE THOMAS, ADMINISTRATOR,
ENVIRONMENTAL PROTECTION AGENCY, WASHINGTON, DC

Mr. THomMAs. Thank you, Senator.

As you indicated, the committee intends to focus on the two as-
pects of reauthorization of Superfund related to how much revenue
needs to be raised and how to raise it. And today I would like to
focus my points on how much revenue we feel needs to be raised in
order to support the pace of the program which we think is appro-
priate.

Clearly, the administration is strongly committed to reauthoriza-
tion of a strengthened and improved Superfund statute, as evi-
denced by the proposal which the President submitted to Congress
this year for reauthorization of this program.

The Superfund program presents an enormous challenge to us
and to the country. Just to give you a small idea of what that chal-
lenge is before I get into the specifics of how much revenue needs
to be raised to meet that challenge, let me just explain to you brief-
ly the process we use for addressing the issue of hazardous wastes,
hazardous substance sites in this country.

Each one of those sites presents major issues for us to deal with:

Management issues related to managing the actual assessment
or the response and cleanup of a site;

Scientific uncertainty that was evidenced in earlier comments
this morning by Senator Wallop and cthers, and that is: What is
the problem we are dealing with, and what kind &f conclusions can
we draw about this soup of chemicals that we often find at a Super-
fund site? -

Technical uncertainty as to how will we address the problem
that we find, and is our technology such that we can have certainty
in the remedy that we find ourselves placing at a Superfund site to
deal with the problem?

Major legal issues at each site, as we seek to carry out the au-
thorities you have given us to recoup or to promote the cleanup of
a site by responsible parties, the private parties who created the
problern.

And finally, the issue of dealing with the community. As you
know better than I, each of these sites is in a community, a com-
munity that is quite concerned about the problem as well as the
soiution, and the challenges we face in interacting with that com-
munity in a positive way is significant.

As we look at the sites, we find that we have both short-term
problems and long-term problems. Both types of sites present chal-
lenges in each of the areas I mentioned.

Short-terin problems often we find are smaller problems to deal
with and can be dealt with fairly quickly using our removal au-
thority. Longer-term problems are the ones which you traditionally
hear about. We deal with them through our remedial program.

But just quickly, to tell you how we address the problem, we
have gone through a site identification and assessment phase

48-076 O - 86 - 4
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across the country to determine how great this problem is. And we
have completed that at nearly 15,000 sites, trying to identify the
scope of the problem, how that problem should be dealt with. If we
determine there is any kind of immediate threat to public health
or the environment, or a potential threat that should be stabilized,
we use our emergency removal authorities. By the end of this year
we will have used those authorities at over 600 of those sites, actu-
ally completing action at the majority of them, often completely
cleaning up the site.

The longer-term projects, though, the more chronic threats, the
ones that make the majority of the news and the ones that you
hear about because of the length of time required to deal with
them, are dealt with under our remedial $rogram, the first phase
of which is an engineering study to determine the full extent of the
problem and possible remedies for completing the cleanup at that
site. By the end of the year we will have completed action or be
underway at well over 400 of these major project sites with engi-
neering studies.

Then-we move into a design phase. And by the way, that engi-
neering study, we find, takes on average 18 months and costs on
average $800,000.

The design phase takes another 9 months on average, where we
actually design the remedy from an engineering view for the site.
On average, we find that costs $440,000.

Then we move into the construction phase of the program, the
largest cost by far. Cn average, we find that takes us 12 months
and costs about $6.5 million.

And finally, we move into our operation and maintenance stage
on those sites that require operation and maintenance, some of
which require that for a long period of time, particularly if we
have groundwater contamination. We fund that for the first year
after we have actually completed construction on the site, and on
average we find that costs us $360,000, for a total $8.1 million aver-
age cost for our long-term sites.

On top of that process of site identification, emergency removal
or long-term cleanup, we focus our enforcement efforts at each
stage. Largely, at the removal or the remedial stage we are work-
ing to identify responsible parties, seeking to discuss with responsi-
ble parties their responsibilities and remedies, seeking to have
them take the lead in actually dealing with the site, or proceeding
with litigation to either force that lead or eventually, debt if we have
completed action, to recoup our costs.

So, enforcement overlays our entire process, and it actually oper-
ates on a parallel and integrated track throughout the process of
dealing with a site.

With that basic understanding of the process we use, and with
the understanding that we now have had 4 years of experience
with the Superfund prograin—different, certainly, from where you
were 4 years ago when you began the Superfund program—we
have taken that 4 years experience and we have developed a pro-
posal for a 5-year reauthorization.

A key component of that five-year reauthorization is the pace at
which we feel we should operate the program. We tried to balance
two things in developing what we think is the optimum pace. On
the one hand, the threat presented by these sites, public health or
environmental, ensuring that we have a program that is responsive
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to that threat. If it is an immediate threat, a program that would
respond immediately through our removal authorities; if it is a
longer-term chronic threat, a program that responds within a time-
frame that ensures that public health or the environment is not ex-
posed beyond the exposure we find.

So that threat is one major issue we have looked at. On the other
side we have to look at our management capacity, our ability to
use the funds you have given us wisely, our ability to try to ensure
that there ig not waste, abuse, or mismanagement of the fund.

We have’ increased the pace of this program significantly over
the last 2 years, and our proposal suggests that that momentum
continue and gradually escalate.

As vou can see from the chart on my left, in our remedial pro-
gram, our large long-term cleanup program, the number of new
starts or new sites where we will begin action increases, signifi-
cantly between 1986 and 1990.

Senator CHAFEeE. Mr. Thomas, I am unable to read-the descrip-
tion of the different colors. Could you identify them for us? What is
the red, the green, and the blue?

Mr. THomMmas. Yes, Senator. The red at the bottom represents the
engineering studies that I indicated we initiated at each site, begin-
ning in fiscal year 1986 at 180 sites. This is both our projection for
our enforcement program, responsible party actions, as well as our
fund financed actions.

The engineering study stage increases gradually over the 5 years,
to fiscal year 1990, with 220 new site starts. As I indicated, that
engineering study takes, on average, 18 months. The next stage is
tl;le design phase, and that is represented by the green on the
chart.

Obviously, we have a large pipeline of projects underway, so in
addition to the new starts we have each year we have those
projects we already have underway. And as you can see, the design
phase goes up, again, significantly over the 5 years.

The most dramatic increase over the 5 years is in the construc-
tion phase, the phase of the program that basically occurs 2%
years after we have begun action at a site—And-as you can see, we
have in the pipeline some construction projects that will begin to
come to fruition dramatical'y in 1986 but particularly in 1987. And,
as you can see, by fiscal year 1990 we would have 617 new starls
when you look at each of those 3 different components.

That is for the remedial program; it does not include that emer-
gency cleanup program which I indicated is our short-term, imme-
diate-threat response program.

Let me turn to the next chart, because I think it is more instruc-
tive than just looking at new sites.

Senator PAckwoob. Mr. Thomas, I am going to have to ask you
to wind down, because we do hold our witnesses to limited testimo-
ny here, or we would never get through. )

I might say to the audience, it is my intention to run right
through the noon hour today. I think, as I look at the witness list,
we will probably go until 1:30 or 2.

Mr. THoMAs. Thank you, Senator. I will.

This is the factor I would like to focus-on-as.far as pace of the
program is concerned, because it represents the cumulative man-
agement challenge that we have each year.



94

In addition to the new sites, we have the ongoing projects. As
you can see, the blue on this chart represents emergency actions
which we initiate each year, and our projection is 238 new sites
each year will require emergency action. Engineering studies
which I have discussed, are in red; the design phase and the
construction phase are the green and the purple.

From when we start a project until the time we finish a project,
we are on a site a average of 4% years. As you can see, the total
number of sites we are dealing with in any 1 year reaches a total
of 811 sites in fiscal year 1990. Each one of the sites is as complex
as many you are aware of in your own States. We have to deal

3 with the management, technical, scientific, legal, and community
W concerns at each of those sites.

% So when you add the emergency removal sites, we are dealing
2 with over 1,000 sites simultaneously under the Superfund program

in the final year of this program. Next year, we will be dealing
with over 700 sites simultaneously across this country.

It presents a major management challenge to utilize the funds
which you provide to us effectively and efficiently, and we think
the pace presented by the administration’s proposal as reflected in
these charts reaches an equitable balance between the threat that
is presented to public health or the environment and our ability to
satisfactorily manage this kind of program.

As a matter of fact, I think it stresses our abilities.

Senator PAckwoob. I am going to have to ask you to conclude,
Mr. Thomas.

Mr. THoMmAs. Thank you very much, Mr. Chairman, for the op-
portunity to present this. It reflects a cost of $5.3 billion. It also re-
flects responsible-party costs for cleanup of approximately $2 to 2.5
billion during that period of time, for a $7.5 to $8 billion cleanup
program over the 5 year period.

Thank you, Mr. Chairman.

Senator Packwoop. Mr. Rollyson?

[Mr. Thomas’s written testimony follows:]
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STATEMENT OF LEE M. THOMAS
ADMINISTRATOR
U.S. ENVIRONMENTAL PROTECTION AGENCY
BEFORE THE
COMMITTEE ON FINANCE
UNITED STATES SENATE

APRIL 25, 1985

Mr. Chairman and members of the Committee, It is a
pleasure to be here today to talk about the Administration's
propoéal to reauthorize the Comprehensive Environmental
Response, Compensation, and Liability Act -- the Superfund.

In particular, I want to lay out for you a complete rationale
for the cost and revenue projections supporting our proposed
funding level and mention our proposed finaacing provisions.

As you know, on a number of occasions I have expressed
‘concerns about the size and scope of some of the reauthorization
options considered by Congress. Historically, there has been
a tendency on the part of the Federal government, whenever it
deals with a major naticonal probler, to equate total funding
with the effectiveness of a particuvlar solution. The more we
spend, the more we must be doing. Or so that philosophy goes.

With Superfund, this is not the case. We are faced
with a national challenge that is enormous in scope and
implication. But during the past two years, we have worked hard
to fashion a program capable of dealing with both the immediate
and the long-term consequences of the hazardous waste problem.
It is essential, as we prepare to extend that effort, to make

sure we stay on course with a program wnich has been proven

effective.
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I am convinced that the Administration's Superfund
reauthorization bill is a sound and responsible approach for
implementing our hazardous waste cleanup program for the
next five years. 1t triples resources available for actual
cleanup work. It focuses those resources on the most serious
problems first ~-- uncontrolled and abandoned hazardous substance
sites. And it strengthens our ability to enforce the law
and impose sctringent new penalties on those who violate it,

In short, the bill gives EPA the resources and the
authorities we need to continue to build on the cleanup
momentum established during the past two years. The President
told me to make Superfund my top legislative priority for
1985, and 1 have., I will work with you to assure that the
Superfund program is allowéd to continue with its vital
mission.

As I said, our proposal will substantially increase the
size of the fund. It will generate some $5.3 billion during
the next five years, principally from taxes on these industries
linked directly to the nation's hazardous waste Problems.
Coupled with an aggressive enforcement program which we
project will yield an additional $2 billion in private-party
cleanup, we anticipate a program likely to generate approximately

$7.5 billion in total cleanup activity between 1986 and 1990.
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With this resource base, we will be able to expand our

U AT e L

emergency cleanup program for addressing immediate threats

to human health and the environment. 1In the long-term arena,

L

we will work toward permanent solutions to chronic hazards.

g

And we will guarantee that affected communities and individual

A

e

citizens have a meaningful role to play in all of our cleanup

A5

activities,

U

.

My purpose today is not to address the details of the
Administration's proposal, although I am happy to answer any
questions you may have. Rather, I would like to spend my
time here talking through with you why I feel this bill

provides us with all the resources we can use during the next

five years. I want to explain where we see the funding coming

from, and what we expect to be buying in the way of cleanup.

g

It is my hope that we will conclude today's hearing with
a better understanding of the Administration's package, the
ratiorale for those options we have selected in crafting it,
the complexity of the Superfund program as it moves into high
gear, and the reasons why this bill represents our best bet
f&r moving forward with the second phase of this national
priority program,

Putting together the reauthorization package has been a
difficult challenge, The original Superfund law was sweeping

in nature and scope. But it was designed to address a problen

of unclear magnitude, in the absence of any first-hand

experience,
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Today, we have that experience. Superfund reflects over
four years of experience. We have a far better appreciation
for the complexity of the problem we face, and for its enormity.
We have our feet on the ground and we are making progress.

We have in place an effective program for identifying
potentially hazardous sites, evaluating them, assessing the
risks posed by each, and selecting those requiring Federal
attention, More than 800 sites are now on our National
Priorities List, As many as 2,000 sites -- perhaps more --
will eventually be identified as most in need of long-term
cleanup, often using Federal resources.

But the Superfund law does more, It also gives us tools

for protecting human health and the environment from immediate

"dangers caused by unexpected releases of hazardous substances.

Under this emergency cleanup authority we can take a variety
of steps to address immediate dangers at any site,

It is these two primary authorities ~- long-term authority
to c¢lean up sites posing chronic threats and emergency
authority to eliminate immediate hazards -- that are the
framework within which we plan for the future.

Based on projections for how many new long- and short-term
activities we will start each year, historic data on how long
it takes to conduct various cleanup steps, and experience
with costs, we are able to put forward what we feel are

reliable estimates of our needs over the next five years,
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Long-term cleanup work at national priority sites has three
distinct phases, First, there is the planning phase during which
engineers and other technical professionals carefully characterize
the site and assess the feasibility of cleanup options. Second,
once we decide on a cleanup strategy, we design the remedy.
Finally, ;e actually implement the remedy. This is generally
a complex construct?on project.

Typically, it takes about 18 months to carry out the
first step. Our remedial 1i1nvestigations and feasibility
studies look at all site factors, including geological structure,
soil characteristics, mixes and concentrations of contaminants,
and hydrogeology. With this information, we determine the
extent of the problem, including whether groundwater has been
contaminated.

wWe spend on average about $800,000 for each of these
comprehensive studies, But without them, it is impossible
to undertake an effective cleanup. Every Superfund site is
unique. There is no generic cleanup strategy. A complete
remedial plan must be developed for each. The Federal government
pays for 100% of tLhe cost of these studies.

on the basis of the information we gather, we make our
cleanup decisions, Because each site is unique, each remedy
requires its own special design. Each is a detailed engineering
blueprirt, Each takes about nine months to complete at a cost

of $440,000. The Federal government picks up the entire cost.
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% " Construction cof the remedy is the most costly portion of

i the cleanup process. Our experiences to date indicate the

¥ design and construction of an individual remedy costs about

5% $7.2 million, The Federal government pays for 90% of this

B cost, with the State picking up the remaining 10%. Construction

can take a year to complete,

i,

once a site has been cleaned up, we conduct operations
and maintenance activities to make certain the remedy is

effec.ive. The Federal government pays for 9C% of these

SRUGE sl

N

costs for the first year, and the State pays the remaining
10¢. Thereafter, the State picks up all O&M costs.

Sometimes, sites pose an immediate threat to human health
~or the environment. In these cases, there is no time to
i conduct a comprehensive study.

I1f the responsible parties do not act, or cannot, we
must be able right away to address known explosion hazards,
threats of human contact, or the possibility of fire. We do
this using our emergency response authority.

A typical removal action takes from one to six months
to complete, depending on the individual characteristics of
the site. Some have cost in excess of $1 million, but the
average cost is $330,000. When the government conducts an

emergency cCleanup, the entire cost is borne by EPA.
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Using the numbers 1 have just reviewed, all based upon
over four years of first-hand e<perience, we have been able
to project our resource needs during the next five years.
Several important assumptions are built into these estimates:

o The Federal program will start engineering feasibility
studies at 130 new sites annually.

o Responsible parties will undertake a gradually increasing
number of new starts each year, beginning with 50 in 1986 and
growing to 90 in 1990. -

o There will be 238 emergency cleanups annually, including
190 by the Federal program and 48 by responsible parties,

Because each step in the cleanup process -- studies,
design, coastruction, and 0O&M -- takes a different amount of
time, the overall program operates like a pipeline. Thus,
while we start roughly the same number of new sites each
year, over time we find ourselves managing an ever-increasing
total number of sites in various stages of cleanup,
simultaneousliy.

This is a critical concept in understanding the limitations
1 see on how fast we can clean up our priority sites. It is
a complex management problem, My concern is that we will
allow ourselves to think that the more money we spend in a
given year, the more cleanup we will accomplish.

1 am convinced that there is a practical limit to the
number of sites we can deal with at one time. And I am
convinced that we are rapidly approaching that saturation

point.,
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Allow me to demonstrate the pipeline effect I have just
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described., Our projections show that the number of new starts

s

annually will increase very slowly, due entirely to a gradually
increasing number of private party cleanups. Yet between

1986 and 1990, the number of sites with remedial activity

underway will grow dramatically.

In 1986, we expect to start 180 new engineering feasibility
studies, including 50 by responsible parties; That's the
front-end of the pipeline. But on-going work at other sites
means we will actually be managing 584 long-term sites at
the close of that year. By 1988, we expect to start 200 new
planning studies, including 70 by responsible parties. Yet,
because of the pipeline effect of on~going work, we will be
‘managing 726 remedial sites in various stages of cleanup.

and, by 1990, we will see 220 new starts, including 90
by responsible parties. But we will be managing a total of
811 long-term sites, each with unique circumstances.

And don't forget, we expect to he involved with 238
emergency cleanups in each of those years on top of our
remedial projects. So by 1990, we will be dealing with well
over 1,000 sites, all at the same time.

I say to you without any reservation, this is the uitimate
management chalilenge. The American people have very high
expectations from the Superfund progrem. I am committed to
fulfilling their reasonable expectations, I fear that a program
any larger than the one I have just outlined could collapse of its

own weight. The resulting waste and fraud would be devastating.
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Congress and the American people must recognize the many

constraints that we are dealing with in trying to implement

% Superfund. This is a multi-billion dellar program. rhe

d sheer size of the fund makes it a prime candidate for abuse,

% I will do all I can to prevent this through rigid systems of
accountability. I ask your help in allowing me to retain the
flexibility I need to succeed.

In addition, we face several other constraints:

o Technical Constraints: Depending on the level of
cleanup required by a reauthorized Superfund law and any

prohibitions against off-site remedies, landfill capacity

i

will be a critical issue in the years ahead. Presently, there

el

are few double-lined facilities which can accept waste. There

may be regional shortfalls, at times caused by transportation
problems.,

o Permanent Sclution Constraints: No one wants wastes from
one Superfund site to contribute to the problems of future
priority sites. There are some promising technologies on
the horizon that provide alternatives to land disposal, such
as incineration and chemical and biological stabilization.
Although some are proven feasible, their commercial availability
remains limited. As demand for these technologies increases,
we are hopeful available capacities will grow.

o Laboratory Capacity Constraints: Current npational
laboratory capacity is short of our needs. We are working
to improve the reliability and responsivnestc of our contract

labs, but problems remain.
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o Managerial Constraints: As 1 have already suggested,
we face an enormous management challenge during the next five
years of Superfund., The pace at which the program is expanding,
particularly as more and more sites move througii the pipeline
to the expensive design and construction phases, makes

ffective management difficult. 1In addition to overseeing

the complex work at hundreds of sites, we must recruit and
train professional staff, provide adequate workspace, obtain
and maintain necessary equipment, provide administrative and
logistical support, and establish the contract capacity needed
to handle the additional workload.

o Personnel Constraints: In particular, we face a

difficult challenge in finding, hiring and retaining people

“capable of carrying this program out. We are competing with

the private sector for specialized talent. Often, we simply
cannot offer the compensation, working environment and
incentives that the private sector can for these individuals.
Yet our engineers must oversee the work of theirs. Our
manayers must supervise the technical and administrative
activities associated with hundreds of projects. And our
attorneys must go head to head with the best lawyers the
private sector has to offer in multi-million dollar litigation.
Let me stress at this point that I am not painting a
picture of gloom and despair. We have, during the past four
years, built a very effective cadre of managers, technical -
people, scientists, engineers and lawyers. But we must
continue to build our team while, at the'same time, working

to retain the excellent people we already have.
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In this area of people, we find the Federal system is
one major impediment to faster expansion of our technical
capabilities., It takes an average of four months to bring on
an entry-level hydrogeologist, chemist or environmental
scientist. These people, despite their qualifications,
require a period of time for training to understand the
program, the Federal system, and their roles in it.

At the senior level, the problems are even greater, We
face the same rigid recruitment system. And there are not
enough well trained people with experience in hazardous
waste cleanup. The private sector is a fierce competitor for
these talented men and women. Many times, we are simply
priced out of the market.

Let me recap, then, my concern over the expectations
I think exist among many members of Congress and a large
segment of the American people who think getting the cleanup
job done faster is nothing more than a matter of dollars.

It isn't,

In 1990 alone, we will have work underway at imore than
1,000 long- and short~term sites, That's a management
challenge. '

At every site, we face difficult technical problems,
laboratory constraints, and the prospects of disposal capacity
shorcfalls, Those are management challenges.

And we are engaged in fierce competition with the private
sector for talented, well-trained professionals needed to

make this program work. That's a management challenge.
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The program we have put forward in the form of S5.494,

the Administration's proposal to reauthorize Superfund through

1990, is a blueprint for achieving significant cleanup in
light of all of these constraints. It is carefully thought
out and based on first-hand experience. It will buy a
sidstantial amount of cleanup. It will give us powerful
tools to foster a significant chunk of private-party cleanup
in addition,

Our bill will yield some $7.5 billion worth of cleanup
through 1990, including $5.3 billion in Federally financed
work and another $2 billion or so in private-party cleanup,.
These resources will purchase impressive amounts of cleanup.
By 1990, we project that we will have undertaken 1,450

“engineering feasibility studies, about 1,000 designs, and
approximately 900 construction projects. Remedial work
will be completed at well over 600 sites. 1In addition, we
expect to have conducted nearly 1,909 emergency cleanups.

We will not be finished with thé Superfund mission
by 1990. But we will have made a significant dent in the
prnblem. We will be well on our way to achieving one of the
most ambitious environmental goals ever set.

The next gquestion that comes to mind is where will we
get the $5.3 billion needed to make this program work? The
Administration is convinced these funds can be raised in a
way that is fair and equitable, without having any impact on

the national deficit,
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We have proposed a ptogram financed largely through
taxes on petrochemical feedstocks and hazardous wastes
generated in the manufacturing process. Cther important
coméﬁﬁents in our financing scheme are interest on Fund

investments and recoveries of past Fund expenditures from

_responsible parties.

our current feedstock tax would continue without change.
we have found it to be a reliable -souree—of- significant funds,
yet one that has not hurt the competitiveness of our chemical
producef:. We are concerned, however, that an expansion of
this particular tax could do harm to the chemical industry.

The waste-end tax we have proposed will generate some $600
million annually in new revenues, Its design reflects our
belief that those companies generating hazardous wastes, and
profiting from the activities that yielded those wastes, are
logical candidates to help finance our expanded cleanup program,

Although the same companies that pay the feedstock tax
will also contribute through the waste-end mechanism, this
taxing scheme will also bring into the system thousands of
other companies that have not paid their fair share in the
past., We think this adds some needed equity to our effort to
raise the substantial funds required to finance the next five
years of cleanup.

We are convinced that there is no need to tap general
revenues to fund Superfund. These taxes, plus interest and
rggovered costs, will provide us with the revenues we need to

succeed, -
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Let's look quickly at the cost-recovery element of our

financing equation., We expect, over the next several years,

e AN N L A

to see cost recovery become a major source of cleanup funds.

There has been some concern to date over the slow pace of

%

cost recovery.
Much of the explanation is related to the fact that

cost-recovery cases cannot be initiated until much of the

.
cleanup work has been completed., And, as we all know, it
has only been in the past two years or so that the actual

pace of cleanup has picked up.

PN N

Costs recovered to date total nearly $12 million. But

L

we have initiated cost-recovery actions in cases worth more

B

than $124 million, Just as the number of sites cleaned up
will depend upon the remedial pipeline I discussed earlier,
so too will the pace of cost recovery.

- As a rule of thumb, cost recovery takes two to three
years to complete for each site, 1In cases where we have
conducted a removal action, cost recovery is initiated within
one year after the emergency action is completed, Funds are
not likely to be recovered, however, until about two and one-
half years after completion of the removal.

In cases of long-term cleanup, cost recovery is initiated
during the construction phase. But we do not expect to actually
recover our funds until about two years after construction

has been completed.




B

EEEIAS

1
5
H
&
A3

109

Now that we have a significant number of projects well
into the cleanup process, we are beginning to take more and
more responsible parties to the ccurthouse to recover our
expenditures. Our earlier investments shculd pay off in the
next five years.

In 1986, we expect to receive nearly $32 million in
recovered costs. That will increase to nearly $55 million in
1987, and grow to $190 million in 1990. The total of recovered
costs from 1986 through 1990 is expected to be $477 million.
This will be a significant supplement to our tax revenues.

Finally, we anticipate that our aggressive enforcement
program will yield some $2 billion gn actual cleanup work by

responsible parties through 1990. These will be funds from

" private sources, not out of Superfund.

Our record of private-party cleanup settlements has bcen
an impressive one during the past two years. By effectively
using the current enforcement tools, including strict, joint and
several liability, we have been able to convince more and more
responsible parties that it is in everyone's best interest to
reach an acceptable settlement and get on with cleanup.

Through 1990, we project that responsible parties will
complete more than $2 billion worth of cleanup. During that
same period of time, we anticipate that the value of cleanup

started by responsible parties will approach $3 billion.
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§ Let me conclude now by restating what I have been saying
e for a long time. Superfund is a vital program. It is one of
=

EPA's top priorities. Reauthorization of Superfund is our

?

number one legislative goal.
During the past two years, we have put Superfund
implementation on a sound footing. The program has expanded

dramatically, We are seecing important results. It is

absolutely essential that Superfund be reauthorized this year

}g in order to keep our cleanup efforts moving at the pace we
% have established.

% I am convinced that we are approaching the point where
i Superfund is operating at an optimum level. By the end of

1990, under our proposal, we will be working at more than
1,000 long- and short-term sites. Beyond this level of
activity, there is a very real possibility that the program
could begin to lose the management accountability that we
have worked so hard to establish. The last thing we need is
for Superfund to become tainted by charges of mismanagement,
- waste, fraud and abuse.

i In addition to my concern that if we go past the
Administration's proposed funding level we will do nothing

more than throw money at the problem, I have also tried to

lay out before this Committee the managerial, technical and

e administrative constraints that do in fact affect our program,
Our proposal is a sound one, based on first-hand

experience and a recognition of the complexity of our mission.

I urge you to adopt it, Thank you for allowing me to be here

today. 1 would be happy to answer your questions,
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STATEMENT OF MIKEL ROLLYSON, TAX LEGISLATIVE COUNSEL,
DEPARTMENT OF THE TREASURY, WASHINGTON, DC

Mr. RorLLysoN. Thank you, Mr. Chairman. I presume my full
statement will be entered into the record. -

Senator Packwoob. All of the witnesses’ statements will be in
the record in full.

Mr. RorLLysoN. Thank you.

I would like to make a few brief comments about how we would
propose to fund the Superfund over this 5-year period to reach the
$5.3 billion of revenues that Mr. Thomas has outlined will be
needed to carry out the program that he has envisioned.

First of all, we are not proposing any changes in the feedstock
tax that is currently in existence. We do not propose that any new
chemical substances to be added to or any chemical substances to
be deleted from the existing feedstock taxes, nor do we suggest that
there be any change in the rates of tax currently imposed on the
feedstock taxes.

Thus, the feedstock taxes would continue to contribute approxi-
mately $300 million per year to the Superfund.

We are proposing, in the administration’s bill, however, that the
principal funding source be a waste management tax. Now, the
original administration proposal that was introduced recently was
based principally upon a 1981 EPA survey of hazardous waste vol-
umes and management practices.

Since the introduction and release of that bill, we have had nu-
merous meetings, conversations, and dialog with industry repre-
sentatives, and they have contributed significantly to our database
about existing volumes and the impact that the proposal would
have on various industry segments.

As a result of those meetings, we have revised to some extent our
proposal, and what I would like to do now is briefly describe the
revised administration proposal.

We would impose an excise tax on the management of all haz-
ardous waste at a waste management unit subject to permit re-
quirements under the Resource Conservation and Recovery Act,
which we refer to as RCRA. The tax would be imposed on a wet-

. weight basis on any waste identified or listed under section 3001 of

the Solid Waste Disposal Act as of the date of enactment. Waste
subsequently identified or listed as hazardous waste would not be
subject to the tax, absent a congressional decision to add those
wastes to the list of taxed substances. That is a change from the
bill as originally introduced.

The rates of tax that would be assessed—and the tax would be
assessed on the receipt of the hazardous waste at a waste manage-
ment unit—would vary. The rate of tax on wastewater facilities
would be 25 cents per ton over the reauthorization period. That is a
rate substantially lower than the rate originally proposed, as a
result of our meetings and the additional data that we have re-
ceived about the volumes of wastewater in the system.

In addition, the rate of tax on hazardous waste received at injec-
tion wells would be $5 per ton over the reauthorization period.

Hazardous wastes received at landfills, surface impoundments
other than impoundments contained in wastewater or deep well in-
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jection facilities, and hazardous waste received at waste piles or
land treatment units would be taxed at an initial rate of $35 per
ton, increasing over the reauthorization period to a final rate of
$40 per ton.

All other facilities receiving hazardous waste would be taxed at
an initial rate of $6 per ton, increasing to $7.80 per ton over the
reauthorization period.

In addition, the bill contains an adjustment formula; that is, if
the volumes and rates applied to those volumes do not produce_the
anticipated amount of revenues, the rates would be automatically
adjusted in subsequent years so that we would ensure that there
would be a stable and constant source of funds for the Superfund.

The waste management tax is expected to raise approximately
$600 million per year.

The tax would not be imposed with respect to hazardous wastes
that are not managed in RCRA waste-management units, nor
would it be imposed on certain waste generated prior to the date of
enactment that are received at waste-management units from
CERCLA-required removal or remedial actions, or from RCRA cor-
rective actions, nor would it be imposed on waste generated at Fed-
eral facilities.

I would like to comment just briefly about each of these taxes—
the feedstock tax and the waste management tax.

The feedstock taxes were enacted by CERCLA, and they reflect
the policy decision that Federal Government action taken to clean
up and contain spills or threatened or actual releases of hazardous
substances, and the payment of damage claims when responsible
parties are not known, should be funded by the producers and
users of hazardous substances rather than by the general public.

The feedstock taxes have been criticized, as has been mentioned
here today, on the grounds that the tax collected from any firm is
not based upon the firm’s actual experience from hazardous sub-
stances and that it provides, at best, a form of rough justice. While
these criticisms are not without merit, the taxes were imposed in
recognition of the fact that there are present and future environ-
mental costs associated with the use of these substances. By taxing
the basic building materials used to produce hazardous substanres
and waste, these costs are borne by the persons who are utilizing
hazardous materials. -

Again, I want to emphasize that we do not propose to expand in
any way the list of chemicals that are subject currently to the feed-
stock taxes. We do not support, at this time, such an approach, be-
cause we believe the waste management tax—as I will comment on
briefly—better taxes those persons who are creating the hazards to
our environment and to our health.

Finally, I would like to say that the feedstock tax has provided a
very stable source of revenues. Currently the tax is generating, as |
said, approximately $300 million per year, and the Internal Reve-
nue Service and the Treasury Department has not experienced any
substantial difficulties in administering the feedstock tax.

Let me just make a few comments about the proposed waste
management tax. We estimate that the tax would raise approxi-
mately $600 million per year. It would be paid by the industries
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that generate hazardous waste believed to be responsible for many
of the existing Superfund sites.

Because a closer relationship exists between the generation of
hazardous waste and Superfund spending than between the use or
production of feedstock chemicals and Superfund spending, this tax
more appropriately allocates the environmental cost associated
with the use or production of hazardous substances. Data we have
received from various industries indicates that the waste mange-
ment tax would be borne, to a large extent, by the same taxpayers
who currently pay feedstock taxes. However, the tax would expand
somewhat the base of taxpayers who are funding the Superfund, as
it would be imposed on a number of taxpayers that are not subject
to the current feedstock tax.

I want to note that there are a number of other legislative pro-
posals for the reauthorization of Superfund which would tax the
general public by appropriating funds from general revenues, or
would tax corporations whose practices may have no connection to
the problems that Superfund addresses.

These broadbased taxes have the support of those industries that
are subject to the feedstock taxes and those that are expected to
pay the waste management tax. We understand the interest these
industries have in urging Congress to enact a broadbased tax.

We, however, support the congressional decision made at the
time of the enactment of CERCLA to fund Superfund zxpenditures
by imposing the environmental cost of using hazardous substances
on the industry segment that uses or produces such substances.

The administration proposal, therefore, relies upon the waste
management tax as its principal funding source for Superfund,
while maintaining the existing feedstock taxes.

I would like also to note that the waste management tax is con-
sistent with the RCRA system. It is essentially geared to and plays
directly off of the RCRA system, and therefore it should not impose
significant administrative burdens.

Finally, I would like to note that the tax is based on a wet-weight
tonnage of hazardous waste received at a management unit. Using
the wet-weight basis has several advantages. From an environmen-
tal standpoint, the wet-weight approach is more consistent with the
EPA Regulatory Program and the congressional decision to encour-
age taxpayers to reduce the volumes of hazardous waste. A dry
weight approach also would ignore the fact that many wastes are
extremely toxic at low concentrations. Finally, the wet-weight ap-
proach will be significantly easier to administer.

At present there are approximately 5,000 facilities with permit-
ted units. Due to the relatively small number of potential taxpay-
ers, we believe this tax could be administered without great diffi-
culty, and the Internal Revenue Service has estimated that the cost
of implementing the tax would not exceed $100,000.

In summary, the administration proposal would provide principal
funding for a 5-year $5.3 billion Superfund by imposing a tax on a
wet-weight basis on the management of hazardous waste in interim
status or permitted units. Additional funding would be obtained
from the maintenance of the existing level of excise taxes on crude
oil, imported petroleum products, and currently listed feedstock
chemicals.

I would be glad to respond to any questions, Mr. Chairman.

[Mr. Rollyson's written testimony follows:]
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STATEMENT OF
MIKEL M. ROLLYSON
TAX LEGISLATIVE COUNSEL
DEPARTMENT OF THE TREASURY
BEFORE THE
COMMITTEE ON FINANCE OF THE
UNITED STATES SENATE

Mr. Chairman and Members of the Committee:

I am pleased to be here today to discuss the provisions of
S. 972, which contains the Administration’s proposal for funding
the reauthorization of the Comprehensive Environmental Response,
Compensation, and Liability Act of 1980 ("CERCLA"). CERCLA
established and provides funding for the Hazardous Response Trust
Fund, the "Superfund,” which is recognized as the Federal
Government’s primary program for addressing dangerous
environmental and health conditions created by the release of

hazardous substances into the environment.

I want to emphasize this Administration’s contiauing
commitment to protecting the public and the environment from the
release or improper disposal of hazardous chemical substances.

As the President stated in his recent State of the Union Address,
reauthorization of Superfund is a top Administration priority.
The Environmental Protection Agency {"EPA") has submitted a
statement that describes the level of funding required for the
Superfund and how those funds should be expended. It is our
belief that the provisions of S. 972 provide an adequate, stable,
and equitable financial base for the Superfund.
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BACKGROUND

CERCLA provides the Federal Government with the authority to
clean up hazardous substances released into the environment, to
pay for restoration of natural resources caused by such
substances, and to recover the costs of such cleanup and
restoration from the parties responsible for releasing the
hazardous substances. The response program is administered by
the EPA and is financed by the $1.6 billion Superfund. '

CERCLA authorizes appcopriations to the Superfund equal to
$44 million per year for fiscal years 1981 to 1985. The
Superfund is principally funded, however, by excise taxes on
crude o0il, petroleum products, and certain specified chemicals.
Section 4611 of the Internal Revenue Code imposes an excise tax
of .79 cent a barrel on domestic crude oil received at a United
States refinery or exported, on imported crude oil and petroleum
products entered into the United States for consumption, use, or
warehousing. Section 4661 of the Code imposes an excise tax on
42 listed chemicals sold or used by the manufacturer, producer,
or importer of the listed chemicals. These taxed chemicals are
either themselves hazardous or are the basic chemical components
of nearly all other major inorganic and organic hazardous
substances and hazardous wastes. The tax is assessed at rates
ranging from 22 cents per ton to $4.87 per ton depending upon the
chemical. The tax rates for crude oil, imported petroleum
products, and the listed chemicals reflect a Congressional
decision to allocate 65 percent of the Superfund tax burden to
petrochemicals, 20 percent to inorganic chemicals, and 15 percent
to crude oil and imported petroleum products. This allocation
was based on estimates of hazardous waste generated by these
broad industry segments at the time of enactment of CERCLA. The
rate of tax on any chemical, however, is limited to two percent

of its wholesale price as of 1980, and in many cases :s much
less.

CERCLA imposes upon those who generate, transport, or dispose
of wastes, the liability for damages caused by a release or
threatened release of hazardous substances. Hazardous substances
are defined toc include those hazardous substances specified under
various other environmental statutes as well as substances that
EPA determines present substantial danger to the public health or
welfare or the environment. Respcasible parties may be held
strictly, jointly, and severally liable for all response costs
associated with removal and cleanup of hazardous substances
releases and damages for injury to, destruction of,.or loss of
natural resources, including the reasonable costs of assessing
such injury, destruction, or loss.

Liability limits are fixed by statute. Generally, liability
is limited to response costs plus $50 million. The liability
limitations do not apply, however, if the release or threatened
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release is the result of willful misconduct or willful negligence
or if the responsible person does not provide assistance and
cooperation when requested by a public official. In addition,
punitive damages up to three times the response costs incurred
may be imposed if the responsible person fails without cause to
provide zemedial and removal action when ordered by the
President.

CERCLA also established the Post-Closure Liability Trust
Fund. This fund is obligated to pay all costs arising out of
liability imposed by any law with respect to a hazardous waste
disposal facility after its closure, provided the facility had
received a permit under Subtitle C of the Solid Waste Dispcsal
Act and complied with other regulatory requirements designed to
protect against future releases of hazardous substances. Thus,
if these prerequisites are satisfied, future liabilities arising
from the closed facility are shifted from the responsible parties
to the Federal Government. The Post-Closure Liability Tr