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SUPERFUND ISSUES

WEDNESDAY, SEPTEMBER 19, 1984

U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, DC.

The committee met, pursuant to notice, at 10:02 a.m, in room
SD-215, Dirksen Senate Office Building, the Hon. Bob Dole (chair-
man) presiding. ‘

Present: Senators Dole, Symms, Durenberger, Wallop, Heinz,
Chafee, Danforth, Roth, Long, Bentsen, Boren, Bradley, and

Mitchell.
[The press release announcing the hearing and the prepared

statements of Senators Dole, Heinz, Symms, Moynihan, Bradley,
and Durenberger follow:]
[Prees Release No. 84-175}

For immediate release, September 7, 1984.
U.S. Senate, Committee on Finance, SD-219, Dirksen Senate Office Building.

FINANCE COMMITTEE SETS8 HEARING ON SUPERFUND ISSUES

Senator Bob Dole (R., Kansas), Chairman of the Committee on Finance, an-
nounced today that the Committee will hold a hearing on the tax issues raised by
the Superfund legislation.

The hearing will be held on Wedneedaﬁ, September 19, 1984, at 10:00 a.m. in
Room SD-215 of the Dirksen Senate Office Building. .

The Committee is interested in hearing testimony relating to proposals to extend
the Superfund hazardous waste cleanup program, with particular focus on changes
in the present Superfund taxes and on additional revenue sources that have been
suggested to raise funds for the program. “Everyone is committed to continuing the
Superfund program and to a strong Federal effort to clean up hazardous wastes,”
Senator Dole said. “The issues we are particularly interested in exploring in our -
hearing concern the size and scope of the cleanup fund and the impact that tapping
particular revenue sources would have on affected industries and on the economy as
~a whole. Since the House of Representatives passed its Superfund bill, there has
! been considerable concern that the haste with which the House acted required
¢ sudden, and not necessarily well-informed, decisions on many of these questions. In
our Committee we want to avoia mistakes the House may have made and détermine
how best to raise money for Superfund in a fair, efficient, and sensible manner.”

STATEMENT OF SENATOR DOLE

This morning we begin two days of hearings on proposals to extend the Superfund
program for five years. While the present program does not expire until next year—
gfecifically, the taxes funding the program terminate on September 30, 1985—the

ouse of Representatives has already passed legislation that would extend and
greatly expand the program. In addition, last week the Senate Environment Com-
mittee ordered reported S. 2892, which would extend the 5pro§ram for five years and
exs(gand program responsibilities to a cost of roughly $7.5 billion over 5 years. H.R.
65640, the House-passed bill, would cost at least $10 billion.

There is a lot of interest in extending Superfund. And let me say right at the
outset that there is virtually no disagreement that we will extend the program, and

1)
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that we will increase funding for the program. I support that, and I know of no real
opposition. But that still leaves some very important questions to answer; how much
does the program need, how much can EPA spend effectively over the next five
years, and how should we raise the revenue to fund hazardous waste cleanup.

FOCUS ON REVENURES

These are all questions that we need to explore. But the main concern of this com-
mittee, in connection with this legislation, is the size of the trust fund and the wa
in which it is financed. The Environment Committee, in ordering reported S. 2892,
did not specify revenue measures for the bill y in deference to this committee.
However, in a letter dated September 17th, Robert Stafford and i
member Jennings Randolph of that committee indicated that “thére was a b
ool Laring echanismms for sipporting an expendsd Superfund proscams 1 sm
crude o mec ms for suppo: an expan u program.” | am
sure we will want to take into account these views of the Environment Committee,
- ¥articularly since the House-passed bill does in fact rely exclusively on the current

eedstock and crude oil taxes to raise about $7.8 billion: over five times as much as

Congress planned to raise from the 1980 gltleerfund bill over the first five years.

Revenues for the Superfund, and fcular revenue sources, are what we need to
focus on. When the coets of a cular government program, such as hazardous
waste cleanup, are by design allocated to particular industries, we do need to consid-
er the im on those industries of making significant changes in the structure and
the level of those\taxes. We also have to'consider the effects on our economy as a
zhﬁe. Weib Yant an effective tax scheme, but we also want to be fair, and we want

sensible.

I hope the witnesses this morning will be prepared to fill in some of the gaps in
our kn%.;vledge: there is a lot of detailed information that we have to digest in ::ier
to evaluate revenue options that might be tapped for the Superfund program. These
hearings should start the process of informing this committee on the relevant
issues.

STATEMENT OF SENATOR JOHN HEINZ

I am pleased that the Chairman has to schedule these hearings. The
Senate Committee on Environment and Public Works has worked in a timely and
conscientious manner to report a Superfund bill. I believe we should reauthorize the
Superfund during this Congress. Alt! ouil; the law enacted four years ago does not
expire until next year, it is important that we make a statement to the American
pe:ﬂg that we are not going to turn our backs on what is probably the most serious
environmental problem of the decade: namely, the control of hazardous wastes.

N%’home state of Pennsylvania has 39 of the original Superfund _ites identified
by EPA and just last week six more sites were added. Of course these are just the
most dangerous sites; EPA investigated more than 1,000 sites across Pennsylvania
in choosing those 46, and will look at a total of 22,000 nationwide.

Frankly, my constituents are scared about what's out there. They are nervous
about those sites that have been identified as ha hazardous wastes and are even
more nervous about what may be out there, but hasn't get been found. They are
angry that EPA hasn’t moved quickly enough to clean those Superfund sites near
their homes. Too often, EPA’s response to these oom{)lainta has been that they have
limited resources and too many responsibilities. With that in mind, we must act
now to ensure adequate funding for the agency to get the job done, get it done prop-
erly, and get it done in a timely manner.

e Environment Committee reported out a bill which sets funding at $7.5 billion
over five years for the Superfund. This level is considerably higher than the first
$1.6 billion five-year , but considerably less than the $10.2 billion five-year

royrain sassed by the House. Lee Thomas, the Assistant Administrator for Solid
aste and Emergency Response at EPA, has testified that the agency would not be
able to eﬁ'ectivelg llsl?end the amount provided for in the House bill. I believe that
the annual $1.5 billion called for in the bill before us today is a reasonable e{‘iﬂxre
and adequate to cover the federal government’s reslponsibility to respond immediate-
ly in emergency situations and to complete the cleanups at the sites identified as
being most dangerous in the long term to public health. The responsibilities added
by the Environment Committee will not burden the ag:cy to the point where they
are not effectively using these funds, but adequate funding must be provided.

One amendment accepted by the Environment Co: ttee which addresses the

problem of maintaining Superfund sites after EPA has completed its initial remedi-
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al response, is of particular interest to me. State officials are worried that they will
not have adequate resources to properly care for these sites once EPA’s responsibil-
ities have ended. It makes no sense for the Federal government to do quick fix of
surface contamination when there is extensive groundwater contamination at a site.
The State will be burdened with the very costly responsibility of an operation and
maintenance program designed to clean up the subsurface. is not a cost-effec-
tive solution. Long-term costs should be considered up front when the cleanup plan
‘is selected. Under this amendment to the Superfund, the Federal government will
share 90 percent of the O&M costs for the first five years instead of just the first
year after the cleanup has been comgleted. It is vital that those living around these
sites have the assurance that once EPA has acted, that there will be no continued
threat to public health and safety. )

In raising the necessary revenue, we must look closely at the existing tax scheme:
its revenue-raising ability and its effect on the industries involved. The bill before
us has no recommended tax figures—just a list of those substances that are taxed
under the current law. We must look at what the feedstock tax has done to the pe-
trochemical industry. I am sure that some of those testifying here today can fill us
in on that. We must also look at what -effect an increased tax rate will have on both
the domestic and world markets for these goods. But we must raise adequate reve-
nue to get the job done and to get it done right. This may mean expanding the tax
base. In doing so, however, we should not include substances which do not contrib-
ute to the hazardous waste problem. k

I am encouraged that we are considering this bill. I believe that it is a very impor-
tant issue. However, we must proceed with caution. The program has had its prob-
lem in the past;-provide it with an efficient and effective future. We need a strong
and effective Superfund. In order to achieve that goal, we will have to raise ade-
quate revenue, but in so doing we must be sure that all pm’t:ieéi are treated fairly.

4

STATEMENT OF SENATOR STEVE SYMMs

Good morning. I am not sure if I should thank the Chairman for holding these
hearings since I believe that it is unwise for us to enact legislation to fund Super-
fund before we recess. It is particularly troublesome since Superfund does not expire
until October 1985, and it appears that enactment of a Superfund bill now is simply
and election year gimmick—a gimmick which will be at the expense of American

jobs.

The original Superfund bill required EPA to present to Congress by December
1984 the results of several studies concerning the program’s needs. Congress was
scheduled to act on the results of these studies and reauthorize Superfund by 1985.
In moving precipitously to reauthorize the law now, Congress is taking action before
all of the information is available to determine what is actually needed, and the
best way to fund those needs.

The Office of Technology Assessment (OTA) has completed an analysis of the
House-passed bill m essentially confirms that the House bill will mean the loss
of hundreds of tho ds of jobs, billions of dollars to the U.S. economy, increased
dependence on foreign sources of supply, and will have an impact on our interna-
tional ments on trade. Furthermore, the OTA study confirms that EPA cannot
eﬁ;ﬁﬁm y spend the money that is being raised in the House bill over the time

period.

While I realize that the Senate Environment and Public Works Committee passed
a more limited bill, the amounts authorized are still higher than EPA can handle
because EPA does not have the programs and systems in place to efficiently allocate
that much money.

Further, the study raises serious questions about how we pay for this clean-up.
Obviously, I think this Committee is interested in raising taxes to pay for this pro-
gram in a manner which will have the least damaging impact on the economy.

At this time, I would like to submit a copy of the OTA Report for the rd..
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The Nonoradle Steve Syums
Comnittee on Finance
United States Senate
Vashington, D.C. 20510

Desr Senator Symms: A

Thank you for your request for analysis on the financing aspects of the
resuthorisation of Superfund. We have received a similer request from
Senators Stafford and Randolph, Chairman and Ranking Minority Member of the
Conaittee on Eavironsent and Public Works. \

Becasve of the analysis we have performed for our published assessmant,
& 2 1 Wagt 1, and our

ongoing sssessment oa t uparfund program, we have been able to prepare
testisony for the record for the Senate Committee on Enviromment and Pudblic
Vorks. We have delivered this testimony to that Coamittee, and are enclosing

a copy for you.

1f yous have further questions, please call me or have your steff call
Drs Audrey Buyra or Dr. Joel Hirechhorn at 226-2269.

$ince 1&““

Gibbons
Enclosure



STATBHBNT OF JOEL 8. HRIRSCHHORN, SENIOR ASSOCIATE
OPFPICE OF TECHNOLOGY ASSESSMENT
FOR THE HEARING RECORD
COMMITTEE ON ENVIRONMENT AND PUBLIC WORKS
UNITED ST1ATES SENATE
Septeaber 10, 1984

At the request of the Coxaittee's Chairman and Ranking
Minority Member, OTA has prepared this statement for the record
on issues related to financing a resuthorized Superfund
program. This statement is based on work in TECHNOLOGIES AND
MANAGEMENT STRATEGIES FOR HAZARDOUS WASTE CONTROL published in
1983, and on our ongoing assessment on uncontrolled hazardous
waste sites to be clesaned up under the Superfund program; the
latter assessment 18 éxpected to be delivered to Congress in

early 1985.

SUMMARY

Reauthorizing an extended, expanded, and accelerated
Superfund progrsa can be viewed as an interim action, followed by
resssessnent and restructuring of the program. Key goals of the
fnterim phase could be (a) to develop a long~term strategic plan
for Superfund, and (b) to build the technical capabilities and
instictutional infrastructure, at both Pederal and State levels,
for cleaning up 8 large number of sites over several decades.
Increasing the size of Superfund need not inflict negative
iapacts on industry through very high feedstock taxes. The level
of fun@ing can be matched to the rate at which many observers
think the present program is capable of spending money
efficiently; this is perhaps $3.6 billion over three years. A
significant portion of this can be generated from a Federal
waste-eud tax. Twenty States have adopted varfous forms of a
waste—-end tax. State experiences have generally been positive,
with few problems, except for those arising from the use of
unreliable revenue projections. A Federal waste-end tax could be
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made simple to adainister and could generate from $300 aillion to
$1 dillion annually over the next several years, before waste
reduction efforts reduce the tax base -Lbatnnticlly.'

Eventually, it 1is possible that'ac nany as 10,000 sites may
require cleanup under Superfund at a cost of $50 billion to $100
billion, or more. If the Superfund program ultimstely has to be
Sreatly expanded, neither feedstock nor waste end taxes will be
able to fund most of the proiran.

INTRODUCTION AND BACKGROUND

There are reasons for reauthorizing Superfund now rather
than waiting until the funding mechanisam expires in 1985, but
concerng about too rigid and too large an expanded program are
valid. It is useful to think of the Superfund program as

evolving through three phases: - -

(1) In the first period, government reacted to strong public
pressures for action and establigshed s large new program to deal
with & unique, technically complex, and poorly defined
environmental problenm. -

(2) In the second phase, wvhich would be formed by the
present reasuthorization, Congress responds to a public call to
clean up more sites; the new program might also emphasize the
need to refine and ilmprove the systea in order to accomplish more
effective cleanups.

(3) In the third phase, a mature and inforamed program would
be based on a colprehénoive reassessment of the national problem
of uncontrolled hazardous waste sites and cost-effective
solutions to 1it. :

% See Technologies and Managenent Strategies for Hazardous Waste
Control, pe. 51, 5fx-ﬁ-195, March 1983. In 1933. OTA estimated

that $400 afllion dollars per year could be raised by a waste end
tax. More recent information and analysis suggest that this
estimate is conservative.
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- In this framework, the current reauthorization for an
extended, expanded, and accelerated program is viewed as an
interin measure. During the next year or two the inforamation
that OTA, other Congressional support asgencies, and EPA are
gathering will permit Congress to weigh more permanent policies
and inpleaentation ltrategtea for the third phase of Superfund.
Rather than concentrating ex;lusively on doing more faster, key
goals of the interim phase could be (s) to develop a long-term
strategic plan for Superfund, and (b) to build the technical
capabilities and institutional infrastructure, at both Federal
and State levels, for cleaning up a iarge number q£ sites over

several decades. .
Based on several cage studies of Superfuné sites
(Stringfellow in California, Love Canal in New York, Seyamour {in
Indians, and Times Beach {n Missouri), OTA questions that EPA and
the States now have the technical, administrative, and
. enforcement capasbilities to expand and accelerate the program in
ways which would assure effective cleanups. It is also unclear
wvhether there are enough well trained and experienced people,
such as hydrogeologists, or enough firms, on which EPA is now
heavily dependent, to do a good job on the large number of site
assessments and cleanups of a greatly expanded program.

Public pressures have prompted EPA to act at more sites, but
the question could be asked whether EPA has moved far enough in
assuring the long-term effectiveness of cleanup actions, and in
making the Superfund program more efficient economically. For
example, EPA's contractors are performing large numbers of
feasibility atudtea;fot evaluating remedial actions. Most of
these studies require ainllﬁr information and analyses, at least
some of which should be transferrable froam study to study.
However feasibility~atudtec remain very expensive, suggesting
that contractors and consultants may not be moving up the
learning curve as effectively as they might.

\

All the information which OTA has been gathering as part of
its ongoing assessment on Superfund indicates that eientually
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Superfund may have to be enlarged -orcfcubctlntially than curtent
estimates. Bventuall&, Superfund might be a wmultidecade,
multibillion dollar program to cleanup 10,000 or more sites with
high cost permanent solutions. This is. in contrast to the
current EPA estimate of 2,000 sites and cost estimates which, for
the most part, are based on partial or ineffective cleanups.
These tinclude moving Superfund wastes to RCRA facilities which
may themselves becone Superfund sites, and cleaning up the
surface of sites but postponing dealing with contaminated
aquifers. .

For example, preliminary OTA data on.RCRA Subtitle D solid
waste facilities, such as sanitary and municéipal landfills,
suggests that (a) about 20 percent of NPL sites are Subtitle D
facilites, (b) several hundred thousand active and inactive
Subtitle D facilities potentially pose a substantial and largely
unquantified threat to groundwater quality, (c) from 6,000 to
37,000 of these gites amay require cleanup, (d) costs for
investigating and assessing these sites alone would. range froas
$2.9 billion to $17 billion, and (e) resedial action costs for
these sites might range from $39 billion to $229 billton. The
magnitude of this problem will sharpen the issue of the S50
percent match provision for amunicipally owned and operated
facilities, and of the liability of local governments.

in addition, other categories of sites may need cleanup;
these include: (a) eome curreantly operating Subtitle C hazardous
waste land disposal facilities that because of ineffective RCRA
groundwater protection standards and poor compliance are likély
to contaminate groundwvater; and (b) some of the nearly 20,000
uncontrolled hazardous waste sites in EPA's inventory which do
not make it to the NPL. These latter sites are dropped after
preliminary assessments and site investigations, or because the
current Hazard Ranking Score system gives them 8 score below an
arbitrary value; in many cases, however, they may present threats
to human health or the environment similar to those sites which
do get placed on the NPL. If these sites do need clesnup, many



will not get cleaned up by the States or by private parties, and
their cleanup will have to be financed by Superfund. 1In other
cagses, recovery of cleanup costs could take years.

EXAMINATION OF AN INTERIM CONGRESSIOHAL ACTION

The financial needs of the Superfund program inevitably
fnfluence the feasibility and practicality of speciftc financing
mechanisms. For example, the feedstock tax in the initial
program was reasonable and expedient. The relatively low rates
of taxation that financed the fnitial $1.6 billion, five year
program were not likely to lead to unforeseen or negative

economic impacts on the industries most affected. M
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presented by industry of potential economic impacts seem to be
reasonable, but it must be acknowledged that such estimates
involve many assumptions and are difficult to make for all the
feedstocks taxed. It might, however, be possible to increase the
revenues obtained from feedstock taxes by 100 to 200 percent
without incurring negative impacts on industry.

Furthermore, suggestions to tax intermedfate chemicals can
lead to a3 loss in administrative simplicity possessed by the
origingl feedstock approach, and to much greater difficulties in

assessing negative impacts on industry. m

t pacts o
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1. See for example "SUPERFUND PINANCING: An Analysis of CERCLA
Taxes and Alternative Revenue Approaches,” Management Analysis
Center, Inc., Los Angeles, March 6, 1984; and testimony of Edwin
C. Holmer, Chemical Manufacturers Assoc., House Committee on Ways
and Means, July 25, 1984.
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There i8, however, no irreconcilable conflict between the
two goals of increasing the size of the Superfund and avoiding
negative impacts on industry from high feedstock taxes. If the
level of spending is reduced somewhat and another source of
revenue used, then feedstock taxes could be brought back down to
levels\at which negative impacts on industry were unlikely.

Sources of Revenue
With regsrd to other sources of revenue, there has been

considerable support for using a "waste-end” tax approach,
already adopted by 20 States.' As a supplement to a feedstock
tax, a waste~end tax could generate substantial sums of money
during the next several years before offsetting wsste reduction
efforts take effect., By itself, however, a waste-end tax is not
and will not be a practical means to support an enlarged
Superfund. The waste-end tax approach is considered in detail 1in
the last section of this analysis. When all the various issues,
particularly those about practical implementation, are
considered, OTA and others find the waste~end tax worthy of
serious consideration as an option that, over the next few years,
could alleviate the problems of a grestly increased feedstock tax
for an expanded Superfund. During cthe next several years {t
appears possible to generate from $300 million to about $1
billion annually from s Federal waste—-end tax.,

The third major source of funds, which is being used and {is
under consideration for an expanded role {s general Federal tax
revenues. The reauthorization already passed by the House raised
this contribution from several hundred million dollars to about
$2 billion for the second five year program. ‘If OTA 18 correct
about the eventual substantial increase in the size of Superfund
= perhaps to levels of $50 to $100 billion or more over several
decades ~ then nefther feedstock or waste-end taxes can be the
primary financing mechanisas. Therefore, it appears likely that
the most practical approach eventually for financing most of
Superfund will be the use of general tax revenues. This clearly
has significant impacts on broader tax, budget, snd fiscal issues
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for the nation; these considerations ar; beyond the scope of this
__statement. However, this possibility underscores the importance
of the careful development of detailed long-term strategic plans
for 8 multidecade, greatly expanded, and highly efficient
Superfund prograam.

Level of Funding
In considering how to respond to the legitimate concerns of

industry about a greatly increased feedstock tax, the level of
funding for an interim reauthdorization phase of Superfund should
be examined. The key issue here is to reconcile the call for
nore Superfund cleanups and the practical capabilities of EPA and
the States to administer and implement an expanded program in the
near-term. As indicated earlier, OTA and others have found
considerable evidence suggesting that such capabilities are not
yet fully developed. The emergency, reactive character of the
initial phase of Superfund has not allowed EPA to concentrate “on
developing high quality, cost-effective resources and delivery
systems for a major natfonal program. Congress could make
substantislly greater sums of money available for Superfund. But
then gseveral questfions would arise: (a) would the sums be spent?
(b) 4f they were spent, might resulting cleanup actions be
ineffective in the long-term and contribute to greater futufe
cleanup costs? (c) might much of the money not be spent on actual
cleanups? The {nability of the Superfund program to spend
greatly increased sums of money effectively has, in fact, been
put forward by EPA {tself during this Superfund reauthorization
period. Furthermore, i{f Superfund could turn out to be a
multidecade program, then the strong dependence by EPA on outside
contractors and consultants for technial expertise deserves
examination. There is a steady drain of experienced personnel
from EPA to private companies which exacerbates the problenms
aseociated with having sufficient technical expertise within EPA
to provide effective oversight of assessments and cleanups by

contractors, waste generators, and States.

Therefore, Congress may wish to consider an approach for the

39-919 0 - 85 - 2
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second phase of Superfund which increases the fund gradually and
modestly to permit a closer match between revenuec and
capabilities. Without substantial restructuring of the Superfund
program it is questionable whether annuasl spending levels for
cleanups greater than three times current levels could be spent
effic!ently.l For example, resuthorization might bduild up
spending from current spending levels of about $300 millfon to
$400 million annually, to perhaps $800 million for the first year
of reauthorization, $1.2 billion for the second year, and $1.6
billion for the third year, for a total over three years of $3.6
billion. In considering these fi}u}es, OTA recognizes that a
significant fraction of these increased annual spending levels,
probably several hundred million dollars, would be spent on
activities not related to cleanups, as provided in the House
reauthorization. However, wmultiple uses of Superfund amight delay
cleanups by using large amounts of the program's resources. The
purpose of suggesting consideration of a three year
reauthorization perfod is to point out the usefullness of having
this reauthorization create an interim phase for the Superfund
program. This would be a period of adjustment and planning for a
larger program which Congress could discuss and debate in"
considerable detail when much more information, currently being
developed by OTA, EPA, and others, becomes available.

A Strategic Plan -
A key goal of the interim reauthorization period, therefore,

could be for Congress to direct EPA or some independent
coumission to formulate and present to Congress a long-term
strategic plan to implement an enlarged Superfund program. This
strategic plan should (a) critically examine EPA's early
experiences with its program, (b) consfder several scenarios for
different sized programs, and (c) examine implementation issues
and the means to address them. 1Issues that might be examined

1. As of June 30, 1984, Superfund contained an unepent balance
of $§577,680,000.
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include:

o reappraisal of the processes used to select NPL sites and
of the number of sites which are likely to require cleanup with
use of the Superfund

" o the need to more effectively establish cleanup goals and
ttandardl

o the implications of temporary or partial cleanups which
are likely to lead to future costs, as opposed to permanent
cleanups, including cleanups of contaminated aquifers, which

appear more expensive in the'near ternm

o the consequences of shortages of technical lpeciuli-ti,
within EPA and elsewvhere, and of experienced cleanup companies

o the need for oversight by EPA to assure that cleanupl‘

. performed by States and private parties, voluntarily or under
enforcement actions, are effective and consistent with Superfund
financed cleanups ’

o the possibillity of increasing recovery of cleanup costs
and improving estimates of recovery from responsible parties

o the effects of grants to States, analogous to the RCRA
program, to iamprove their capabilities to implement Superfund
cleanups and carry out their own, directly financed cleanups .

o the potentfal payoffs from lhcreaclng R&D and
demonstration activities for innovative cleanup technologies
which could lead to more' cost-effective permanent solutions.

\
UPDATE ANALYSIS OF THE FEASIBILITY OF A FEDERAL WASTE-END TAX

Ultimately the discussion of the pros and cons of a waste-
end tax for Superfund must address how practical it is to

implement the tax.

Fewv disagree that it is more equitable to tax hazardous
. 4
wastes theaselves, and the way they are managed, than to tax
feedstocks which are only indirectly the cause of waste
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generation and (ais)management. The use of ~i¢ -r approach
recogni:cl"that it is ifmpossible to recovar tte cosis of all
cleanups from responsidble partfes. 1In fact, even the absolute
equity of recovery .from responsible parties can be questioned '
because almost all di:;osals at Superfund sites took place before
there was a generally accepted understanding of the environmental
threats from what are now called and regulated as hazardous

wastes.

ﬁoreover. proponents of the waste~end tax have not suggested
that it could be & sole source of revenue for Superfund.
Instead, the logic they present is to take advantage of a waste~
end tax before there is a major reduction in the nation's
hazardous waste stream, driven by both the RCRA regulatory
progran's and Superfund's costs to industry. Unlike a feedstock
tax, a waste-end tax both generates revenue and can aotivate
vaste generators to move away from land disposal (the chief cause
of Superfund sites) to waste treataent ;nd reduction. However,
because there are so many factors which can influence industry's
decisions on waste management and reduction, there {s little hope
that the specific effect of a wdste-end tax on land disposal
vergus treatment and reduction can be documcnted and quantified.

Practicality of a Waste-End Tax
There are two waya‘to exanine the practicality of a waste-

' end tax. One is to examine the problems theoretically and by

analogy with other types of Federal taxes. The other is to
assess the experience of some States with waste-end taxes.

Probably the most comprehensive, detailed, and impartial
theoretical analysis is the recent testimony of Howard J.
Hoffman, entitled “Horkabl}lty_og‘the Waste-End Tax,” before the
House Committee on Ways and Means, July 25, 1984. He suamed up
his analysis by saying that “"If it is adopted, I believe it can
be devised to be fairly workable.” He stated further: "The
provisions of the tax entail numerous trade-offs between
environmental policy and tax simplicity." OTA finds ﬁr-

]
h .

4+
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Hoffman's analysis useful to resolve issues and, more
fmportantly, to find ways to address concerns about the practical

aspects of a waste-end tax.

The second way of examining the practicality of s waste~end
tax is to exaaine the experiences of those States that have
sdopted it. Contrary to widely held misperceptions, many States
have successfully adopted thgi approach for revenue generation.
Table | presents detailed information on 20 States having some
form of a waste~end tax.

Table 1A provides a summary for the 20 States to fllustrate
that certain specific approaches have been favored over others,
and to show the range of aaximuam possible rates of taxation, from
less than a dollar per ton to over $70 per ton, but "with most
States in the range of $5 to $50 ﬁer ton. In all cases land
disposal is taxed, and in 13 States wastes which are treated may
also be taxed. There are higher tax rates for wastes disposed of
off the site of the gemerator in 13 States. The point of
taxation 15 more often the operator of the disposal facilicy (14
States) than the waste generator (10 States), and in some cases
both may be taxpayers (S Stdiea). Having facility operators,
which in many cases are also the waste generators, pay the tax
gredtly reduces the potential number of taxpayers. In all but
one case, the States base their taxes on a wet rather than dry
basis; this issue is discussed laterv.

Much has been said about "shortfalls™ of State waste-end tax
revenues. However, in almost all cases States have not made
reliable forecasts or projections of expected revenues. Instead,
States have set goals or caps, or have "anticipated” certain
revenues. They have not had or in some cuté. they have not used
the information on waste generation and management that {is
necessary to make reliable projections and estimates. Of course,
shortfalls based on valid projections can occur because of a
depressed econoay, poorly defined terms in a statute, and
misreporting, underreporting or nonreporting of waste. However,
the chief problem in the experience of the States has been the
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use of unrelisble projections.

Consider several examples which illustrate this problenm.
Recently the General Accounting Officel examined three State
experiences. For New York, the GAO report said:

“The Director of the Division of Solid and Hazardous
Waste and the Chief of the Bureau of Hazardous Site
Control, “oth in the Department of Environmentsl
conservation, acknowledged that both the'ortginal
projection and the revision are overstated and are one
of the reasons for the revenue shortage. They have not,
however, quantified how much of the shortage can be
attributed to the inaccurate projections, ...The Chief
believes that some companies may not be reporting the
residue for tax purposes. He also believes that some
facilities may be claiming that their waste is being
recycled when in fact it is not. He does not have any
analysis, however, to support these beliefs.
«+.Regarding the underreporting or nonreporting of
waste, the Chief said that while some taxpayers may be
trying to avoid the'tax using these mean, he does not
believe it is a major reason for the shortage.
«eeConcerning potential illegal disposal of wastes the
Chief said that while some illegal disposal of wastes
may take place, he does not believe the tax rates...are
high enough to cause illegal disposal to avoid the

tax."2

In January, 1984 OTA performed an analysis of the waste-end

2

1. General Accounting Office, State Experiences With Taxes on
Generators Or Disposers of Hazardous Waste, May &, '1984,

2. Concerning the impact of a waste-eand tax on illegal disposal,
EPA has analyzed seven states with a waste-end tax versus nine
states without such a tax and said that: “"The analysis did not
show any difference in illegal disposal between the states with
and those without a waste-end tax.” EPA, "Special Analysis of
the Implications of a Waste-End- Tax and Limited Land Disposal
Bans for Illegal Disposal,” sent on March 15, 1983 by William D«
Ruckelshaus to Congressman Jaumes J. Florio.
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tax and & case study of the New York experience. OTA found that
New York collected about what it should have collected. Some of
the more important observations about that experfence are as
follows. Despite the fact that wastes treated offsite are taxed
at §9/ton, wastes treated onsite are exempt. At the time that
revenue projections were made, it was not knowe how many sites
would qualify for this exeaption. Nearly 70 percent of all New
York hazardous waste generated in 1982 were exempt from the tax.

It should be noted that New York has decided to continue {ts
waste~end tax, and may increase the tax rates.

In GAO's examfnation of New Haapshire's experience, the
report said "The Program Manager for the fund attributed the
shortage to an unrealistic projection.™ A State official “"satd
that the waste genevation figures are greatly overstated and do
not represent a valid basis for projecting the revenue to be
collected by the tax. She explained that in 1977 the definfition
of hazardous vaste vas extremely vague and that much of the waste
reported by the companies vas not hazardous.” Purthermore, GAO
notes that State officials believe “that underreporting and
nonreporting of hazardous waste are not a problem and that the
state {s collecting about what *c expected from the tax.”

California has tvo waste~end taxes. 1Its generator tax
appears to have done well for the two years for which data’
exist. Por vastes generated {n 1981.' $9.2 million of the $10
million goal was collected, but this resulted, as noted by GAO,
from a substantial reduction in a tax rate for one category of
vaste without a compensation in the rates for other wastes. The
tax on wastes generated in 1982 originally resulted in only $7.6
million collected out of the desired $9.4 million ($10 million
less $600,000 unspent from the previous year). However, OTA has
obtained recent information from Californis officials. ;
reassessment on generators vas performed to correct for reporting
errors, such as wastes reported in gallons or pounds instead of

1. Tax s ann.ql.d on previous year's waste.
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tons. As of August, 1984, $9.3 million had been collected on
wastes generated in 1982. Moreover, the 1983 tax has already
brought in $9.6 million of the $10 million goal. Therefore, the
California generator waste-end tax system appearp to be working.

The California disposer tax has collected what was
anticipated, or more, in all but one of the ten years it has been
in effect. For fiscal year 1982-83, $400,000 was not collected
out of an anticipated $6.4 million. On this point, GAO notes:
"These officials atfiibuted the shortage to the poor economy in
the state that year." Moreover, GAO concluded from its analysis
of historical data on the relationship between tax rate increases
and waste disposal that “the taxable tonnage decrease at the time
of the tax raté increase may be attributable to Eactorg other
than underreporting or nonreporting, such as poor econonic
conditions.” Furthermore, after the tax rates were increased
again in July 1983 (to ease the transition to the landfill ban)
from $4.00/ton for all wastes to $18.00/ton for restricted wastes
and $6.4/ton for non-restricted wastes, $9.83 million was
collected instead of the anticipated $6.51 million (fiscal year
1983-84). Some of the surplus includes late payments from the
previous year. (Table 1 indicates changes in the disposer fee
which began July 1984.)

Pinally, one issue about the f{mpact of a Federal waste-end
tax on the States should be noted. The States are concerned that
a Federal waste-end tax might pre-empt their own waste-end taxes,
which are important. sources of revenuve for them. BRut a Federal
waste-end tax does not have to pre-empt State taxes. For
éxanple. a credit could he given to companies that have paid a
tax tH a State on the same waste being taxed Federally. The loss
to Pederal revenues would probably be no more than 10 percent of
the total collected through a Federal tax.
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Illustrations of a Pederal Waste~End Tax

It is often argued that the hazardous waste information base

ie so incomplete and unreliable as to make estimates of revenue

generation little more than guesses. It is true that the nature

and quality of the data base can and should influence decisions
on how to structure a waste~end tax. OTA has been critical 'of
the national data base on hazardous waste, but we also see that
considerable progress has beén and continues to be made to

improve this data base.! However, data fnadequacies mean that

only a simple waste-end tax structure is practical at this time.

Seversl possible tax structures, based on EPA data for 1981,
are showan for illustration purposes in Tables 2~4. The tax rates
chosen have been based on consideration of industry concerns, on
what the costs of waste management options are, and on what some
States have found effective. These examples show how the degree
of hazard of a waste can be used, and how different types of
wsste management can be taxed. OTA does not suggest that any
estimate made today has a high degree of certainty, but this is
not unusual for s new Federal tax. Nevertheless, as State
experiences have shown (see Table 1), a waste-end tax can produce
substantial revenues. Where judgments have been necessary, OTA
has used data that reduce revenue estimates in its examples. One
vay to deal with estimates which might be overly opfiaistic and
with a trend towards increasing waste reduction and shifting away
from land disposal 1s to steadily increase the tax rate; for
exanple, the tax rate for each category might be increased by 10

percent per year.

One of the i{ssues in structuring a Federal waste~end tax is
whether or not to tax wastes that are treated in additfion to

wastes that are land disposed. PFrom a revenue generation

l- With regard to data and recordkeeping Mr. Hoffman has
concluded: "It appears that taxpayers can be required to keep the
necessary records without undue- burden, and that current
recordkeeping requirements under RCRA, with minor revisions,
would be adequate for this purpose.”

V.
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viewpoint, taxing at a low rate wastes that are treated is
effective in subdstantially increasing the amount of money
collected.! Furthermore, such taxation provides an econonic
incentive for waste reduction, the most desirable management
optlon.2 (Note that waste treatment {is more desirable than land
disposal. Any tax on treated wastes shopld be low in an absolute
sense and low relative to waste management costs to preserve the
{ncentive for treatment over land disposal.) In a sense, taxing
treated wastes at a8 low level is analogous to the original
concept of taxing feedstocks at a low level. Equity fssues
aside, both approaches produce substantial revenues with little
l1ikelihood of negative impacts on industry. ’

OTA concludes that it is possible to structure a simple

. Federal waste-end tax so that revenues from about $300 million to
$1 billion annually could be raised for several years.* A
gradual increase in Superfund spending, discussed earlier in this
paper, would be consistent with delaying the waste-end tax for
one year to develop suitable procedures. It would be possible to
generate in the order of $1 billfon for the first year of
reauthorization with an increased feedstock tax that probably
would not be too onerous to industry.

The Dry Versus Wet Weight Issue

Even those in industry who have supported a waste-end tax
disagree on the basis for taxatfion. The 1ssue is dry versus wet

1. The issue that treatment sometimes entails adding
nonhazardous materials to a hazardous waste can be resolved by
clarifying that nonhazardous material, such as a stabilizing or
fixation agent, is not to be taxed.

2. It 1s OTA's judgment that no use of a surface impounduent
should be deemed as a form of waste treatment; such use is land
disposal or storage. Wastes that are stored for longer than one
yeu: in any way should be taxed, including wastes which are
placed in surface impoundments, waste piles, and land treatment
facilities, {f the waste remains hazardous after one year.

* See also Technologies and Management Strategies for Hazardous
Waste Control, pe. 31, OTA-M-136, March 19873,

.

\
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veight. A very large ssount of -1iquid hazardous waste is mostly
water and is placed into injection wells, which are the lowest
cost form of land disposal, or into surface impoundments. Those
favoring a dry weight basis argue that only the hazardous or
toxic portion, not the wvater, ought to be taxed. They further
maintain that with a wet weight basis dry or nearly diy vastes
placed into landfills gain an ndvancaéc over liquid wastes. That
1s, companies disposing of aqueous wastes would suffer a
disproportionsately large'-hare of the total tsx burden siaply
bcc-uic their liquid vastes weigh 8o much.

There are three main counter-srguments which favor a wet
weight basis for taxation. First, both technically and
admninistratively the world does not use dry weight for any
purpose. Wet weights are what people measure and use. To obtain
a dry weight means either thet some physical test must bde
parfor-dd to determine what the dry wveight is, or thet some
theoretical conversion factor be used. Both approaches present
problems. ~If-a test is used, it is likely to give an incorrectly
lov‘dry weight gecause volatile toxic organic substances are
easily evaporated with water. The use of conversion factors
introduces errors because wastes can vary enough to make a
standard conversion factor inaccurate. More generally, it cannot
“%be ignored that using a dry weight basis would create
opportunitfies for underreporting and errors, and enforcement
would be more difficult.

\

Second, the pfe-iae behind the position favoring a dry
weight basis {8 that the water 1s harmless. Por vater mixed with
hazardous waste, this is not quite the case. For both injection
well and surface impoundments, greater volumes of liquid wastes
increase opportunities for transport and migration into the
ground. The water is the carrier of toxic chemicals which, even
if present in very dilute quantities, can still pose a \
substantial health threat. Moreover, the cleanup of any )
uncontrolled or leaking injection well or surface impoundment
‘becomes more difficult and more expensive as volumes ;ncreala.

I ———
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Third, while it may be agreed that there aré&;any high
volume, low hazard aqueous wastes which should be taxed at a
relatively low rate, there is a better way to do this. A lower
tax on & wet weight basis might be fimposed for certain aqueous
wastes. The result is essentially the same for the generator or
disposal facility; they pay lower taxqs.l But the problems

related to determining and using a dry weight are eliminated. It
has sometimes been suggested.that imposing a low tax rate on, for
example, aqueous wastes which are put into injection wells might
lead taipnyers to dilute waste and dispose of it through
underground inj~rction. This seens uﬁlikely as the cost of using
injection wells 18 already far below any other alternative. It
is not likely that a difference in tax rates would markedly
improve an already large economic incentive to use injection
wvells. It may also be significant that, of the 20 states having
a waste end tax, nineteen tax on a8 wet weight basis. The
analysis of Howard Hoffman, referenced above, concluded that a
tax based on wet weight would be more administrable ‘than one

based on dry weight.

1. Another hybrid spproach leads to about the same solution. It
is possible to set a tax rate on a wet weight basis and then have
an adjusted rate on the basis of a typical percent of solids when
the remainder is water. For wastes that are put finto injection
wells, for example, the solids fraction could be assumed to be 10
percent and the tax rate, therefore, 10 percent of the base
weight rate. Provision could de made for taxpayers who wish to
demonstrate that there solid fraction is less than the general
rate so that they could lower their tax rate. One problem with
this approach is that the same argument might be made for surface
impoundments which, like injection wells, receive mostly liquid
wastes or for landfills which also may receive wastes with some
1iquid content. However, unlike injection wells, surface
impoundments and landfills often receive hazardous wastes with
liquids that are not water, such as organic liquids and oils, and
present environmental threats themselves. Moreover, surface
impoundments have a history of more severe environmental problenms

than injection wells do. Thus, this approach aight best be
applied to injection wells only, or a provision made whereby

taxpayers could demonstrate that a fraction of their waste 1is
water in order to reduce their tax rate for wastes managed in
other ways.
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Indiana 198 Managerent  Facility Land disposal $1.50/ton Modmec $§500,000~
Operator = $25,000/year/conpany for  $600,000
injection
Tows 1985 Manageent  Pacility land disposal $0,00/ton Brempt: N Projections
Operator - vecycling
Nestruct {on/Treatuent $2.00/eon = cleaup \astes;
. = wanteater destined for
treatwent
Offsite Disposal $10.00/ton

wN

tax structure was adopted as of 7/1/84.

Newer
Fixed fees 1n 3 quentity categorfes: $2,000 ~ up to 10 willion gallons/year O%.
$9,000 - over 50 million gallons/year (<3.04/ton).

044/toa); $5,000 = 10-50 million gallors/year ($.115.022/ton)



Yoor Sets T Approxtmste fer Pt lom/ or Ustimtes (2)
St Geftieced  of Tec  Tegwrer Cutagoey Ton Sputvalerg Ustes Project fows (P)
Yarsas 190 Gemaention Censratne ALl Waste $5.00/con + Madmae 93,000/yesc/ $100,000
. S00/tactlity faciley
windmm
Mnagment  Paciley Landf {11} waste $2.25/ton
Oueator  Ctter disposal $A5/e0n
Kantucky 1990 Nmgeuat Querator  Offsite eanagoments $100,000
Long-tern contatomme
wo trestmnt
igudd $11.00/ton
olid $2.50/ton
long-tetn contairment
wtrestment; still hisardons
$2.20/¢0n
soldd $2.00/eon
Trestiant to nonhassrdons
liquld $1.10/t0n
=i $.50.t00
Orsite sangtemant: Yocharge of
Sem cstegpries. oflsite ategpries !
lovistens 1986 7 Vastes land ' 100,
Magumet  PocilMey - dispovedt Wz‘. fm_q 8.”‘;!%.)
Past 6/84: Land dlsposal $5,400,000 (x)
of wtrested and
tronted wantes remintng
hasardoes.

: b

= gomrator onad groperty  $5.00/dry weight m‘c

= not gEerreor osed §10.00/acy wige twa'
property .

& ' l
Dafined & the norwater contert of the haserdous waste. valent wat weight rates asmmirg sverges of ST solide for infected wastes ¢o 372
wolids for lendf{lled vaste. ut.lo-sldblu“
b $:.23 = $:4.3%/ton
€o $.30 = $3.70/tom



Annual Reverne
Year Basis Tax Approxdimste Per Poxempt {00/ or Estimates (Z)
State Initiated  of Tax Taxpayer Category Ton Equivalent Limdts Projections (P)
Madine 1981 Maagewent  Facilicy Of fsfte: Meximex $15,000/year/
Operator Disposal $33.00/ton ' company
Treatment $19.80/ton
Recycling/Reclamt ion $6.60/toa
Waste ofl recycling/reuse/  $2.20/ton
reclsmation
Onsite:
Disposal $26.40/ton
Storage
290 days, <6 months $3.30/eon
Each additional 6 eonths  $3.30/ton
Out-of-State wste (Twice in-state
charges) '
Minnesota 198 Mansgenment  Generator Long-tem containment Bempt : $600,000
w/o treatrent = recycling;
Uquid . $70.40/ton = clesrup vastes;
soltd $32.00/ton = pre-treatment works
Long=term containment
after treatment
14quid $35.20/ton
soldd $16.00/ton
Destined for treatment
1n or on the land $32.00/ton
Destined for treatment
to nor~hazardous material
1iquid $17.60/ton
s0'4d $8.00/ton
Misaissippl 1983 Menagement  Facility Comerclally landf{lled
Operator waste:
drn $9.00/ton o)
bull/so14d $5.00/ton

(no aurrently
operatirg

sites)




€ - 68 - 0 616-6¢

Recent

Year _  Resis Tax Approximate Per Exempt Lovs/ or Estimtes (E)
State Inftisted of Tax Taxmyer Category Ton Equdvalent _Limcs Projectiors (P)
Missourt s Ceneratfon  Generator All Vastes $1/ton Exenpt:
. Landfilled wnstes $25/ton = resource recovery; $66,000
= out-of~state unste $110,000 (P)
© Management  Pacility Landf1lled wentes 2% of gross
Operator receipts of charges
(vartes by
facilicy)
New 1981 Generatfon  Gercrator  Offsite disposal/treatment  $36.60/ton Bewpt: $254,000 (E)
Hawpshire Storage of out-of-state waste $6.36/ton - tors of <00 kg./
quarter;
= vecycling;
Maximom:
= §6000/quarter per generator
5% Exempr:
New York e Mmagement  Cenerator Landffll $12.00/tory,
(or factlity Offsite treatwent or land  $9.00/ton’ ~ Materials recovery; $3,000,000
operator for disposal excl. lamifill = clesrup wastes; $7,000,000 (P)
out-of-state Onsite fncineration 32.00/0»5? = sssessuents of $15/quarter
waste) 6
All weate
Ohio 1981 Management  FaciMty Commerclal 9% of gross $1,300,000
Operator land disposal receipts of :
charges (waries
by facility)
$1.21 - $8.99/ton’

SMMRMWMMMlem:
a. $27.00/ton b. $16.00/ton; offsite incineration wnaltered

c. $.50/ton

6Prq;r—fes,dwmmmmmlm,mwmhhME-ﬂmhdutm.
7Gdom1mb¢lyoluftmzdpermdm- These rates vere calculsted based on 1982 data and the 6% surcharge in effect then for aid in

rate detereination.



Avruinl Reserve
Year Basis Tax Approximate Per Bt foas/ or Estimates (F)
State Infciated of Tax Toxpmyer %ﬁ Ton Equivalent Linits lect fons (P
. South 198 Movgement  Facility  Lamifilled Waste " $300,000
Carolina Operator Imr-State $5.00/ton
Out-of-State $7.00/ton
Ternessee 198 Marugement  Generators  Offsite Menagenent $7.00/ton Bosmpt s ot Available
' = recycling:
Generation  Gemerators  All wastes Footnote 8 = some treatment;
~ out-of~state vastes
=~ clearup wastes
wisconsin 1977 Mansgement  Facilicy Facilictes Approved - Mot Available
Operator after 1978 with finsncial
' resporsibility period of:
~ 20 years $.035/ton + .
$100/yr mdnimm
= 30 years $.015/ton + g
$100/yr. adnimm
1985 Management  Pacility Norrapproved Facilities $.015/ton + base fees
Operator .
All facilities $.10/ton

8 Fixed fees in 6 quantity categories; lowesc category f-e 18 $300 for generation of 1,001 kg to 10,000 kg/year
(5272.16-527.22/ton) and highest catemory fee 1s $7,000 for more than 1,000,000 kg/year (<56.35/ton).

Sources: 1. Intercffice Meorandus from Tory Proffiet to Mr. Bob Bullock, Comptroller of Public Accamts,
State of Texas, May 7, 1984. .
2. Personal conmnications with State Of ficials.
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Tabdle la
SUMMARY OF STATE WASTE-END TAX/FEE SYSTEMS

Higher Rate Facility
Treated Wastes for Offsite Generators Operators
State Taxed Management Pay Pay

Highest
Possible

Tax Rate1

Alabama,..cocvsesvccccesseXavosoosnesencceXivonnononseeoXivanneoase X
Californda..c.oovecruonsecescnnnsasosesrensesanncssancnesKosrnnssnsasX
0107830, s cvevsrrcecarnsoseXitoroaaronnsnasnsssrasnssoentsnisssescaneX
Connecticut..coeeacsnnssecXiviotsnonsnareeXeorennoneeseoXeveneavanasne
I1140048. e vovenenvnsceneXivnsorveceesrsoXesuonneeoisnovennsannsasaX
INALANA. e oot enasrenrsoosensasesnssssessatossassnssssasessssnsensnseX
IoWA. . eresessnssccensssensXicassonnaanssesXetiosesoaessonsnsananses X
KanBas..icocessrensernssesXevosonseasnoesoXioooassnosoeeXoavosonaes X
Kentucky.seoooasasvssooasoXoveorooaneroenooXeovooaossovoeseXeseooaooanns
LouBian8.ccoceacersnsencscXeonoerasorossceXeoonstteanasesnesanenseesX
Mafne cooesecciacsnerncacsXitenoorecscrceoXesoarnoonssrcssansasnossaX
Minnesot8easeerrirerrscsssXionoasoncasssrncnceransoccscsXersoconsones
Missi88ipPl. . ieiciierentersesearsacecrreeXioonrorccnrssscasansssessX
MisSoUrd....ivceeiiiencccaXievanonrcrrercnnnsnsncsnsesseXensnnnoanaesX
lew Hampshire.cioeeooscessXensoosoensooneaXeaosoooeneoeeXevosesoanans
L {1 1 S O S e
Ohf0.vecsensncanansosssansansnsassessncecsXoonoonsssonsnsoncnsacssneX
South Carolind..cecsseesassosessesonsosesnossssarssnossanssaassesasssX
Tennessee.eeescatseiroacssasasssesassearseXesoosososvocsXeoeonoosnnes

WL8CONBIN e rensnreresensssossaassssssranscssnscnsssssassscccsvassnseX

ﬁore than one tax rate may be applied to achieve per ton rate.
D¢y weight ton.

22 charge on disposal receipts not included.

Higher rates may soon be implemented.

Based on 1982 dispoal charges and 6% charge on disposal receipts.

$10.00/ton
$45.66/ton
§ 2.00/ton
$10.00/ton
$ 6.60/ton
$ 1.50/ton
$50.00/ton
$ 5.00/ton
$11.00/ton
$10.00/ton?
$33.00/ton
§70.40/¢ton
$ 9.00/ton
$26.00/ton3
$36.60/ton
$12.00/ton®
$ 8_.99/:ons
$ 7.00/ton
$ 7.00/ton
$ .135/ton
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TABLE 2

ILLUSTRATION OF APPLYING A HAZARDOUS WASTE-END TAX BY MANAGLHENT ACTIVITY

Scenarfo 1 Scenarfo 2
Tax Annual Quantity! Tax Revenue Tax Revenue
Category (millions metric tons) Rate ($ maillions) Rate ($ millions
Well Injected
Waste 32,0 $5/tonne 160 $3/tonne 96
A1l Other?
Land Disposed
Waste 22,4 $50/tonne 1,120 $30/tonne 672
Treated Waste 176.0. $2/tonne 352 $1/tonne 176
Total Revenue §1,632 $944

Waste quantities from "National Survey of Hazardous Waste Generators and Treatment,

Storage and Disposed Pacilities Regulated under RCRA {n 1981", prepared for the EPA

by Westat, Inc., April 1984,

Landfills, Surface Impoundments, Land Application, etc.
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TABLE 3

ILLUS TRATION OF APPLYING A WASTE-END TAX TO LAND DISPOSED WASTE:
DEGREE OF HAZARD BASED ON TOXICITY

(waste quantities in millions of metric tons')

Tax Tax Annual Quantity ! Revenue

Category Rate (nillions of metric tons) ($ nillions)
Land Dispoaalz '
Excl. Well
Injection
Toxic Waste? $50/tonne 19.8 990.0
Non-Tgxic
Waste $10 tonne 1.3 13.0
Well Injection
Toxic Waste’ $5/tonne 8.3 41.5
Non-Tgxtc
Waste $3/tonne - 17.7 53.1
Total Revenue $1,908

Waste quantities data from "National Survey of Hazardous Waste Generators and Treatment,
Storage and Disposed Facilitfes Regulated under RCRA in 1981", Prepared for the EPA by

Westat, Inc., April 1984,

Waste quantity consideratfons:

a. Survey only requested top ten waste stream so quantities based on waste type differ

from total disposal quantities.

b. Survey results are subject to statistical reliability assumptions.
¢. 4,200,000 tonnes of injected waste and 100,000 tonnes of all other land disposed
wvastes were assumed to be non-toxic; no hazardous waste code was explicitly assigned

in data.

d. Generation, land disposal and waste definitions may have changed since 1981,

2 Landfills, Surface lmspoundments, Land Application, etc.

3 As defined in 40 CFR 261,24, 261.30 - 2261.33.

4 As defined in note l; wastes that are only ignitable, corrosive, and/or reactive.
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TABLE &

ILLUSTRATION OF APPLYING A WASTE-END TAX TO LAND DISPOSED WASTE:
DEGREE OP HAZARD BASED ON REPORTABLE QUANTITIES (RQ) :

(vaste quantities in millions of metric tonsi)

Scenario 1 Scanarfo 2

Tax Tax ) Revenue Revenue
Category ~ Rate Quantity3a ($ willions) Quantity3d ($ willions)
Land Disposal2
Excl. Well
Injection

RQ -] $50/tonne <ol 1.5 18.0 900.0

RQ D1 §$10/tonne 21.1 211.0 } 3.0 .. 30.0
Well Injection

RQ =1 $5/tonne 0 ’ 0 6.1 30.5

RQ> 1 $3/tonne ‘ 26.1 78.3 20.0 60.0

$291 §1,020

Total Revenue

1 Waste quantities dats from “National Survey of Hazardous Waste Generators and Treatment,
Storage and Disposed Facilities Regulated under RCRA in 1981~, Prepared for the EPA by
Westat, Inc., April 1984. Waste quantity considerations:

A

Survey only requested top ten waste stream so quantities based on waste type differ

froa total disposal quantities.

b. Survey results are subject to statistical reliabflity assumptions.

¢. 4,200,000 tonnes of injected waste and 100,000 tonnes of all other land disposed
wastes were assumed to be RQ>1l; no hazardous waste code was explicitly assigned in

data.
d. Generation, land disposal and waste definitions amsy have changed since 198}.

2 Landfills, Surface Impoundments, Land Application, etc.

3 Reportable quantity designations from the FPederal Register/Vol. 48, No. 102/ May 25, 1983/
Proposed Rules.
2. Only those wastes with a proposed reportable quantity of 1. .
b. Wastes with a proposed reportable quantity of ! plus wastes with presumed reportadle
quantity of 1 pending reassessment.
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STATEMENT OF SENATOR DANIEL PATRICK MOYNIHAN

Mr. Chairman, we have before us today an issue of particular interest to me—that
is, how to finance an expanded Superfund. Last Thursday, the Senate Committee on
Environment and Public Works, on which I serve, voted 17 to 1 to reauthorize the
Superiund -‘Program for five years at a funding level of $7.5 billion. Now the Com-
mittee on Finance must adopt the appropriate tax or taxes to finance a reauthorized

Superfund.

’anis is not a new issue for me, or for this Committee. In 1980, after considerable
debate and discussion, we decided to place a tax on 42 chemical feedstock, crude oil
and imgorted petroleum F‘uroduct.s. This tax was designed to finance 86% of the $1.6
billion Superfund Trust Fund, with the remaining 14% coming from appropriated
revenues. : :

Our purpose, then, was to im a tax at the beginning of the chain of commer-
cial J)roduction. The chemicals that we tax either are themselves hazardous of basic
building blocks for other hazardous substances. There are a limited number of com-
parll‘ies manufacturing these chemicals, which makes tax collection a managable
task. o
Crude oil and imported petroleum products are taxed at less than one cent per
barrel—.79 cents per barrel to be precise. The tax on chemical feedstocks ranges
from $4.87 per ton for acetylene to 24 cents a ton for nitric acid. The tax began on
April 1, 1981 and terminates September 30, 1985. .

?l'hese tax rates were established in 1980 with the expectation that theK would
raise $1.376 billion, representing 86% of the total trust fund. By the end of the fiscal
year 1985, it is estimated that the Superfund tax will have generated $1.162 billion
In revenues. :

Overall, the current tax has provided a steady and reliable source of revenue for
the Superfund Programs. There will be a shortfall in projected revenues, but not a
substantial one—about 16 percent less than we anticipated. Much of this shortfall
reflects the unpredicted recession of 1981-82.

Mr. Chairman, as we look to the reauthorization of the Superfund law this year,
we must address again the issue of how best to finance program. But this time we
need to raise not $1.6 billion, but $7.5 billion over five years.

How do we raise such sums? Do we simply increase the existing tax on chemical
feedstocks and petroleum? Or, do we take a different apfroach? I would suggest we
consider a combination of taxes—first, a tax on chemical feedstocks and petroleum:
and second, a tax on the disposal and long-term storage of hazardous wastes.

I first indicated my support for a so-called “waste-end” tax in March 1988, when
joined with Senators Hart and Gorton in introducing legislation (S. 860) to expand
the Superfund Program and finance this expansion by a tax on hazardous wastes.
The tax provisions in S. 860 were designed to provide economic incentives for better
hazardous waste management.

There has been much discussion of S. 860 and other waste-end tax proposals. I
have concluded that we can design a workable waste-end tax, one that is modest
and enforceable. I am working with Senator Bentsen and other members of this
committee to develop the specifics of such a proposal. The outlines are simple—a tax
would be placed on hazardous waste that is disposed of or stored for a long term at
facilities regulated under the Resource Conservation and Recovery Act (RCRA). A
tax with modest rates could raise about $1.5 billion over five years.

Such a proposal would serve two purposes. It would provide additional revenue to
supplement the feedstock tax, as a means of financing an expanded Superfund.
Also, even though the tax rates would be low, some incentive would be provided for
better waste management practices. .

There is some concern, I know, about the reliability of a waste-end tax as a source
of revenue. Several States that have enacted waste-end taxes have collected less rev-
enue than originally projected. First, let'me say that I am not proposing that we
raise all, or even most, of the Superfund monies from a tax on the dis and
long-term storage of hazardous waste. I suggest only that we raise some $1.5 billion
from such a tax—of a $7.5 billion expanded Superfund: Second, we have better data.
available at the national level and, therefore, are in a better position than the
States to project with reasonable accuracy the revenues from such a tax. Finally, we
can build on the regulatocrﬁAsgmtem already in place under the Resource Conserva-
ti(ixll and Recovery Act (R , to enforce the tax and ensure that revenues due are
co wwdl -

In sum, Mr. Chairman, we need to raise a substantial amount of revenue; and we
need to look to all reasonable sources to do so. I believe a waste-end tax is just such

a source. :
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STATEMENT OF SENATOR BiLL BRADLEY

Mr. Chairman, I will try to be brief; we have much to hear, much to decide, and
relatively little time.

Mr. Chairman, we are living on top of a toxic time bomb. Today we have a chance
to defuse that bomb before it kills us all. Time is running short.

Everyday I hear anew stories from my home State of New Jersey and from commu-
nities around the contry about new toxic waste problems.

Just last week I met with rfpeo‘l)le from New Jersey and other States around this
country who live near Superfund sites. One woman described the problems encoun-
tered in the attempts to clean up Burnt Fly Bog site in Monmouth and Middlesex
counties in New Jersey. This site covers 1,700 acres and threatens drinking water of
millions of people in central Jersey. This New Jersey citizen and others like her
brought the statistics of 547 Superfund sites down to a gruesomely human level.
They live in homes that they can not sell because of the liquid death that is seeping
below them. They suffer from chronic diseases. They give birth to stillborn children.
This is a mushrooming, deadly problem.

Mr. Chairman, there are some problems in this world that we can do little about.
But we can reauthorize Superfund. We can give those people hope and relief. We
owe them that.

We must reauthorize Superfund this year so that the fund is not depleted in the
middle of next year. If the fund runs dry next year the cleanup at Burnt Fly Bog
and the other cleanup sites now in progress will grind to a halt; cleanup at hun-
dreds of other sites will not even begin. We must not allow the momentum so re-
cently developed to be dashed.

Fortunately, Mr. Chairman, the overall goal of our efforts gg&\;n great dispute.
The Sugrfund enjoys broad bipartisan support. While we may ess than unani-
mous about when the reauthorization should be passed, the precise level of funding,
and the exact breakdown of funding sources we can surely agree that the Superfund
must and will be reauthorized at a level of funding sufficient to clean up the hazard-
ous waste sites that threaten the health and safety of citizens in every state. The
consensus of this overall goal includes the Congress, the chemical industry, the
American public and even the President. You will recall, Mr. Chairman, that the
President called for Superfund reauthorization in his state of the union address.

When Cong?s has been provided the opportunity to vote on Superfund this year,
the vote has been lopsided. The subcommittee vote in the House was unaniiaous and
the full committee vote there was 38 to 3. On the floor, the full House passed the
reauthorization by a ten to one margin, 323 to 83. Here in the Senate the Environ-
ment and Public Works Committee reported the bill 14 to 0, despite some stated
resistance on the part of several members. When given the opportunity to vote on
Superfund the House and Senate members have not given it less than 90 percent of
the vote. That is an impressive and enviable record of success, Mr. Chairman.

I am certain that the full Senate as well will have the opportunity to express
itself on this issue before we leave on October 5.

This Committee’s task, as I see it, is to provide the resources necessary to operate
the Superfund program in the manner set forth in the Environment and Public
Works Committee bill. This Committee should act so that when, during the next 2
weeks, the full Senate votes on Su;laerfund, it will be voting on a bill produced by the
two relevant Senate committees. If this Committee does not act, then the Senate
will be voting next week or the week following on something ferhaps less desirable
to many members of this committee. Clearly we should act and act soon.

Can the Chairman tell us when we will meet to mark this bill up?

As [ see it, we in this Committee have two major questions to answer: how much
money to raise for the Superfund and from what sources.

As to_how much should be raised, the range appears to be between $5 and $10
billion. EPA has said that theéowould like to spend only $5 billion and that the En-
vironment and Public Works Committee bill would require about $6 billion. On the
other end of the scale, the bill Senator Lautenberg and I introduced that is now
before the Committee would call for a $10.2 billion program. I am certain that this
issue can be resolved.

If not more important, the more interesting question is the source of funds.
Should we expand the tax base from the h ous waste feedstocks that currently
provide 88 percent of the revenues? I believe we should.

I believe we should adjust the feedstock to make it less arbitrary and more fair. I
believe we should explore the possibilities of broadening the tax base to include haz-
ardous waste itself.
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First, while the feedstock tax must remain the principal source of funds for Su-
perfund, we ought to consider making it more rational, more fair. That is, we should
attempt to relate the tax rates to the damage caused by that chemical. The more
often a chemical is found in Superfund sites, the higher its tax should be' on the
other hand, a chemical that is rarely found at Superfund sites ought to bear a
smaller tax. We cannot hope to do this with any precision, but data are now avail-
able to allow us to take the first steps toward fairness in the feedstock tax.

Second, we ought to explore and perhaps adopt the waste-end™tBY Toncept. Like a
rationalization of the.feedstock tax, this concept would help make Superfund taxes
fairer. Taxing chemicals at the “waste end” of the process, in contrast to the “feed-
stock end” of the process, would begin to fet the economic incentives right. A waste-
end tax would create incentives to recycle, treat and incinerate waste by creating
economic disincentives to landfill, ocean dump, inject or impound wastes.

Finally, we should continue to supplement taxes on chemicals with general reve-

nues.

So, Mr. Chairman, I look forward to these two hearings and to the markup that I
hope will immediately follow. Again, my strong preference is to see the Senate vote
on a bill approved by a majority—better still, by unanimous vote of this committee.
But that is not the only optioi.

PREPARED STATEMENT OF SENATOR DURENBERGER

Mr. Chairman, I would like to make a few remarks about the political and legisla-
tive situation that we face as we beiin our work on Superfund.

I am not one who wants to rush through a Superfund bill in this Congress. 1
would prefer to wait until next year. We are told by some however that reauthoriza-
tion this year is imperative. Those who take that view are apparently of the belief
that a second Reagan administration would not cooperate. That they would refuse
to reauthorize. It is this fear which lprompts the fast track that we are on.

So we are rushing through a bill now. The Administration and the chemical in-
dustry have been resisting that effort. I have heard from countless numbers of lob-
byists that it is not necessary to do a bill in the remaining three weeks of this Con-
gress. I have been told by the Administrator at EPA that ‘there are a series of stud-
ies on Superfund which will be published this fall that will indicate how the pro-
gram should be modified to make it more effective and how we can broaden the tax
to reduce its burden.

Our rush to reauthorize has produced a ver{ interesting legislative development.
The bill reported by the Environment and Public Works Committee last week is rel-
atively clean. There are only one or two amendments that would clog up the Super-
fund program with new resﬁonsibilities or hifh cost commitments. In terms of the
overall level of spending authorized by that bill, it's about as cheap a program as we
are likely to see.

What I am suggesting is that the shoe has been put on the other foot. If the Ad-
ministration is seeking a simple, clean, cheap reauthorization it is the bill that we
reported last week. Presuming that we add a reasonable tax title here in the Fi-
nance Committee, the traditional interests spoken for by the executive branch and
the chemical industry are better served by that bill than any legislation that we are
likely to report in the 99th Coniress Given some leisure next year to report a full
set of amendments, I am sure that the program that the Environment Committee
would report to the Senate would be more extensive and more expensive.

I still prefer to wait until next year. Superfund was not intended to be only a
public works program that rearranged waste at a few hundred sites. It was intended
to be an omnibus authority to respond to the full range of damage caused by the
accidental release of h ous substances into the human environment. We did not
realize that full intention in the law passed in 1980, nor have we made considerable
progress in that direction by the bill reported last week. I want an omnibus releases
program, so my interests have not been served by the process to this point.

But those who want a limited Superfund have won—perhaps surprisingly and

ainst their own recommendation—a victory of sorts. It will be interesting to see
whether in the waining days of this Congess we see the ground shift, with the Ad-
ministration and chemical industry pushing this bill while others who thought that
ae%:axorization was a necessity urge caution and slow the process with further

obate. g

Whatever pressures we face in the next few days—and from whatever source—I
do hoge that we will take the time to craft a careful tax to support the fund. We
should look at every alternative to broaden this tax to all those who contribute to
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the problem and to use the tax to encourage better management of hazardous sub-
stances.

Thank you, Mr. Chairman.

The CHAIRMAN. Let me make a brief opening statement. And let
me indicate that we are going to have to try to stay on schedule if
we intend to complete the Tirst series of hearings this morning. I
am going to ask our witnesses to stay within the 5-minute rule.

I would just say at the outset that we begin 2 days of hearings on
proposals to extend the Superfund Program for 5 years. While the

resent program does not expire until next year, with the taxes
unding the program terminated on September 30, 1985, we know
the House has passed legislation that would extend and greatly
expand the program. In addition, last week the Senate Environ-
ment Committee ordered reported S. 2892, which would extend the
program for 5 ‘/years and expand program responsibilities to a cost
of roughly $7% billion over 5 years. The House-passed bill would
cost at least $10 billion.

There is a lot of interest in extending Superfund. And as I recall,
the last time when we initiated this program, it was this committee
that moved very quickly to make certain that would happen. So
there is no disagreement on extending the pr:gram. There may be
some difference on when it should be extended. And while I know
of no opposition to the extension, there are some very important
questions to answer. And we are not going to be stampeded by any

oup or any groups unless we can find answers to those questions.

t's a serious matter on both sides. And the Environment Commit-
tee, in reporting S. 2892, did not specify revenue measures, as they
should not have, partly in deference to this committee. And in the
letter dated September 17, Chairman Robert Stafford and ranking
member Jennings Randolph of that committee indicated there was
a broad concensus among members against exclusive reliance on
the current feed-stock and crude-oil-taxing mechanisms for support-
ing an expanded Superfund Program. So, obviously, we want to
take into account their views. And we need to focus on that, what
ghe ;ost of the program will be, and how we are goinc to share that
urden.

So we look forward to what I hope will be a constructive hearing.
I know it will be a constructive hearing.

We are very pleased to have—I will call on Senator Bradley in a
minute, but first I would like to have come to the table our distin-
g}lxisl}ed colleagues, Senator Lautenberg, and Congressman Jim

orio. : : '

Do you want to introduce these fine witnesses, Bill?

Senator BRADLEY. Mr. Chairman, I have a brief statement and
I'm sure the witnesses are known to the committee. I welcome
them. They are leaders on this issue. - ,

Mr. Chairman, everyday I hear new stories from communities
around this country about new toxic waste problems. Just last
week I met, with people from New Jersey and other States from
around the country who live near Superfund sites. These citizens
who have visited and talked with me, in many cases, live in homes
that th’g{ cannot sell because of the liquid gas that is seeping below
them. They suffer from chronic diseases. They give birth to still-
born children. This is a mushrooming, deadly problem.
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Mr. Chairman, there are some problems in this world that we
can do little about, but we can reauthorize Superfund. We can give
those people hope and relief. And we owe them that. We simply
must reauthorize Superfund this year.

Fortunately, Mr. Chairman, the overall goal of our efforts is not
in great dispute, as you have pointed out. Virtually anytime the
Congress has had the opportunity to vote on Superfunds this year,
the vote has been lopsided. When given the opportunity to vote on
Superfund, the House and Senate Members, who this year have
had that opportunity, have not given it less than 90 percent of
their vote.

Mr. Chairman, I am certain that the full Senate, as well as the
committees with jurisdiction, will have the opportunity to express
itself and themselves on this issue before we leave on October 5.
This committee’s task, as I see it, is to provide the resources to op-
erate the Superfund program embodied in the Environment and
Public Works Committee bill. This committee should act so that
during the next 2 weeks the full Senate votes on Superfund; it will
be voting on a bill produced by the two relevant Senate commit-
tees. If this committee does not act, then the Senate will be voting
next week or the week following on something perhaps less desira-
ble to many members of this committee.

Clearly, we should act and act soon. As I see it, Mr. Chairman,
this committee has two major questions to answer. How much
money to raise for the Superfund and from what sources.

As to how much should be raised, the range appears to be some-
where between $5 and $10 billion. If not as important, the more in-
teresting question is the source of the funds. Should we expand the
tax base of the hazardous waste feed stocks that currently provide
88 percent of the revenues? I believe we should. I believe we should
adjust the feed stock to make it less arbitrary and more fair. I be-
lieve we should explore the possibilities of broadening the tax base
to include hazardous waste itself.

So we have three alternatives—the feed-stock tax, a waste in tax
concept, and general revenues. Mr. Chairman, I look forward to
these two hearings and to the markup that I hope will immediately
follow. And, again, I express my strong preference to seeing that
the Senate vote and approve a Superfund bill in this session before
October 5. :

The CHAIRMAN. Senator Bentsen.

Senator BENTSEN. Mr. Chairman, the Superfund, I think, is one
of the most compelling and emotional issues that we have before
the Senate. Since it was first proposed, it has drawn as much inten-
sity of feeling as any environmental issue I have seen. The spector
of innocent victims being exposed to waste long abandoned and for-
gotten has created a sensitivity to the needs of this legislation that

ew others have obtained.

I think there are few people that would argue that we shouldn’t
reauthorize the current Superfund legislation. The House has acted
on the legislation, and it’s now before us.

Last week, the Senate Environmental and Public Works Commit-
tee reported out a bill, and I supported that bill. It attempts to deal
with critical issues that have now been raised regarding Superfund.
It seeks to provide adequate funds to carry out the essential clean-
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i.xp activities of the Superfund, and generally modifies the present
aw. :

This committee is now addressing the problem of how to raise
the money. And at issue is a question that is as complicated as the
law itself—equity. When the current law was p , the revenues
it required could be collected without significant economic side ef-
fects. As more revenues are required, they must be raised with the
full recognition that the pervasive use of hazardous substances in
our society compels us to find a more equitable revenue base.

I expect that the bill generated by the Public Works Committee
is going to call for an expenditure of something between $5 and
$7% billion. The amount is three to five times more than the exist-
ing revenue program. And I don’t think those revenues are going
to be easily raised. .

The current Superfund is largely raised from the feed-stock tax.
And the reason it is raised principally from there is because of ad-
ministrative ease. Not because of equity. As such, it places an eco-
nomic burden on certain chemicals and certain areas of the United
States. For example, there are estimates that 50 percent of the pe-
trochemical-feed-stock portion of the tax is raised from plants in
Texas. This industry suffered considerably from the recession over
the past few years. Some of the highest unemployment areas in my
State are in the Beaumont, Port Arthur, Orange area where it is
more than twice the national average, and where you have a heavy
petrochemical industry.

When I used to go into that area, that was one of the booming
areas of my State. Now it’s one of the depressed areas.

I fully expect that the domestic petrochemical industry is going
to continue to be faced with significant problems for several years.
And many of those problems are l\foing to be coming from produc-
tion that is taking place in the Middle East, things that are hap-
pening in Saudi Arabia and Kuwait, or from our neighbors on the
north and the south, Canada and Mexico, where they have substan-
tial production of oil and natural gas.

Any continuing feedstock ‘tax, and particularly increasing that
tax, has to recognize those realities. We should not have a system
that inappropriately encourages the production of those chemicals
outside of the United States. The result would cost us both jobs and
revenues,

Consequently, I expect to propose modifications to the feedstock
tax that woul(iv expand the chemicals subject to a tax in an effort to
both broaden its impact, the original expectation of the current
tax, and to diminish incentives to move production outside the
limits of the United States. -

A second option which I'm working on, and working on with Sen-
ator Moynihan, is a waste end tax. The underlying issue associated
with waste end tax is whether it will be a successful source of reve-
nue, whether it will be stable and whether it could be monitored. I
believe that a carefully crafted proposal can provide a reliable rev-
enue source. More importantly, I am convinced that even an ex-
panded feedstock tax cannot provide all of the funds that are neces-
sary for superfund in an equitable manner. Therefore, a component
of it should be a waste end tax because it represents a reasonable
limited term option for additional revenue.
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I was talking to some people the other night, last night, in fact,
about how this is going to be accomplished. When we were talking
about feedstocks, he said the problem that we have is when we go
to a toxic waste dump site. He said we don’t just run into major
chemical, petrochemical, companies, but he said we run into IBM;
we run into Kodak; we run into companies you never expect were
contributing to those kinds of problems.

For those who question the advisability of a waste-end tax, I be-
lieve it only points to a conclusion that the Superfund tax bases
have to be broadened. This reauthorization of Superfund comes at
a time when the Superfund cleanup program is maturing to a level
where it will be constrained by a variety of management limita-
tions. In 5§ years, many of these limitations are going to be elimi-
nated, and a much larger program will likely be achievable. Nei-
ther a feedstock oriented tax or waste end tax will be able to pro-
vide a revenue base that will adequately fund the future program
without significant economic implications.

In that sense, this bill must be viewed as a transition bill, a
movement from a reliance on a narrow tax base to a broad based
tax. The manufacture and use of hazardous substances is so wide-
sgread in our society that the Superfund must appropriately reflect
that reality. And Congress has to turn its attention to finding an
alternative to the current leading Superfund revenue options. I
think it will be appropriate to begin that process in this legislation.

Mr. Chairman, we have got a tough job on our hands trying to do
it. But let me give you an example of what happens under the
House bill. Take a product like ethylene. One-half of ethylene goes
into po{yethylene. That goes into making up liners for waste
dumps. It goes into making up polyethylene bags, a benign product.
And yet you see that tax raised from $4.87 a ton to $13.78, substan-
tially more than double. Those are the kinds of problems that we
g}tl'e facing, and that’s why it is so critical that we try to broaden

is tax. '

Thank you, Mr. Chairman.

The CHAIRMAN. Senator Lautenberg, you have been here since
before 10 so we don’t want to keep you longer. We aﬁpreciate you
being here. We appreciate Congressman Florio being here. And we
hope we can do some business.

STATEMENT OF HON. FRANK R. LAUTENBERG, U.S. SENATOR
FROM THE STATE OF NEW JERSEY

Senator LAUTENBERG. Mr. Chairman, and members of the com-
mittee, I am pleased to agpear before you today to urge Finance
Committee action on Superfund legislation this year.

There isn’t a witness whom you will hear from today or on

_Friday who will deny the imperative need to provide funds for the
cleanup of thousands of abandoned hazardous waste sites found in
every State across our Nation. However, the real issue before us
today is whether the Senate and the Congress can act on Super-
fund this session.

The Finance Committee plays a pivotal role in this process. On
August 10, the House of Representatives adopted H.R. 5640 by an
overwhelming vote of 323 to 33. Last week, the Environment and
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Public Works Committee reported S. 2892 by a vote of 17 to 1. This
bill makes a number of important programmatic changes in the
current law and calls for $7% billion in revenues to fund Super-
fund over the next b years.

It's critical for the Finance Committee to make a recommenda-
tion on taxing titles if the full Senate is to benefit from its exper-

tise before considering this legislation.

*  Mr. Chairman, what drives the need for congressional action on
Superfund this year?

e first responsibility of Government is to protect the health
and welfare of the public. And we have been failing at this task in
some ways. Fifteen million American are ex to the most dan-
ggtl'ous abandoned hazardous waste sites. The drinking water of

f of these citizens is threatened by contamination. We owe it to
these people to move at the fastest pace possible and to respond to
their n much more effectively.

Members of the committee, I am sure, are familiar with the
numbers, but it's worth repeating. EPA estimates that 6,000 sites
will need a response from Superfund. Five hundred and forty-six of
those sites are currently on the national priority list. Only six sites
have been completely cleaned up. EPA plans to add another 250
sites to the list in October. An additional 600 to 1,400 sites will be
added soon thereafter. We are adding Suﬁerfund sites to the list at
a far greater pace than we are cleaning them up.

Only recenth has EPA even developed a Superfund management
lan, despite the 4 years the program has been on the books. The
tates have on% just begun to establish a predictable working rela-

tionship with EPA to implement Superfund programs.

EPA recognizes that the pace of the program must pick up. But
how do they propose to do this? -

Lacking congressional reauthorization this year, EPA proposes to
completely deplete the fund during fiscal year 1985. This would
mean the obligation of the $640 million remaining in the fund. In
fiscal year 1986, which starts in October of next year, EPA pro-
poses to increase its expenditures by 65 percent to $1 billion.

Mr. Chairman, I would submit that unless the Congress reau-
thgerizes Superfund this year, this is a recipe for administrative dis-
aster.

The sheer magnitude of the task, and the need for EPA and the
States to make the managerial and financial commitments neces-
sary to operate the Superfund program without a loss of continui-
ty, demands action from the Congress.

Without reauthorization this year, extending the life of the pro-
gram and clarifying future funding levels and programmatic re-
sponsibilities, EPA will be unable to make the commitments neces-
sary to implement the program during fiscal year 1986 and beyond.
And the States will be faced with an untenable degree of uncer-
tainty in planning to undertake their responsibilities. This will
slow down or halt the hiring of sufficiently trained personnel to
manage an expanded program. It will complicate efforts to raise
the local funding necessary to match Federal expenditures and
assure EPA States can meet their operation and maintenance ex-
penses.
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The EPA and the States need adequate lead time and direction if
they are to avoid disruption in the program.

No executive could afford to run a company this way. _

We should not wait until the 11th hour and try to run a Federal
program this way. '

If Superfund is not renewed and expanded this year, it is clear
that my State, New Jersey, will experience a shortfall and disrup-
tion in its program. We have the unfortunate distinction of having
more Superfund sites than any State in the Nation. We have 85
sites on the Superfund list, and another 15 are expected to be
added in October.

New Jersey’s management plan for fiscal year 1985 calls for
action on 69 separate major sites. It involves 150 design, engineer-
ing, or construction projects at a cost of $108 million in Federal Su-
perfund dollars. In 1986, $123 million will be needed to keep the
program moving. The commissioner of the New Jersey Department
of Environmental Protection has stated that EPA will be unable to
make the necessary commitments, sign the necessary contracts,
and permit New Jersey to move ahead with its program if Super-
fund is not renewed this year. The National Governor’s Association
has stated time and time again that this will happen in States all
across the country.

We must give the States and EPA the lead time and resources
they need to gear up for an expansion in fiscal year 1986. We must
let those exposed to hazardous waste sites know that the Congress
hears their call for action. ,

To raise the necessary revenues, the bill reported from the Envi-
ronment and Public Works Committee last week included a list of
substances currently taxed by Superfund, but does ‘not set specific
rates. i

In addition to taxing these feedstocks, the committee also sug-
gests that the tax base should be expanded to include new revenue
sources. I share the view of the committee that you seriously con-
sider a more broadly based tax to include appropriate producers
and consumers of chemicals and to minimize competitive disadvan-
tages that may be experienced by domestic companies. General rev-
enues must play a role as well.

Mr. Chairman, time is of the essence. We have a small window of
opportunity now to provide the leadership the public is demanding.

And I thank you for the opportunity to testify before the commit-
tee this morning.

The CHAIRMAN. Thank you.

(The prepared written statement of Senator Lautenberg follows:]
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: TESTIMONY OF SENATUR FRANK R. LAUTENBERG

SENATE FIHANCE COMMITTEE
SEPTEN 4

MR. CHAIRMAN AMD MEMBERS OF THE CoMMITTEE, | AM PLEASED
TO APPEAR BEFORE YOU TODAY TO URGE FINANCE COMMITTEE ACTION
ON SUPERFUND LEGISLATION THIS YEAR,

THERE IS NOT ONE WITNESS WHOM YOU WILL HEAR FROM TODAY
OR ON‘FRIDAY WHO WILL DENY THE IMPERATIVE NEED TO PROVIDE
FUNDS FOR THE CLEANgP OF THOUSAMDS OF ABANDONED HAZARDOUS
WASTE SITES FOUND IN EVERY STATE ACROSS OUR NATION,

HOWEVER, THE REAL ISSUE BEFORE US TODAY IS WHETHER
THE SENATE AND THE CONGRESS CAN ACT ON SUPERFUND THIS SESSION,

THe FINANCE COMMITTEE CAN PLAY A PIVOTAL ROLE [N THIS
PROCESS.,

On AucusT 10 THE House OF RePRESENTATIVES ADOPT:ZD H.R 5640
BY AN OVERWHELMING VOTE OF 323 To 33.

LAST WEEK, THE ENVIRONMENT AND PuBLIC Horks CoMMITTEE
REPORTED S. 2892 BY A VOTE OF 17-1, THIS BILL MAKES A NUMBER
OF IMPORTANT PROGRAMMATIC CHANGES IN THE CURRENT LAW AND
CALLS FOR $7.5 RILLION [N REVENUES TO FUND SUPERFUND OVER
THE NEXT FIVE YEARS,
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IT Is crRITICAL FOR THE FINANCE COMMITTEE TO MAKE A
RECOMMENDATION ON TAXING TITLES IF THE FULL SENATE IS TO
BENEFIT FROM ITS EXPERTISE BEFORE CONSIDERING THIS LEGISLATION.

MR. CHAIRMAN, WHAT DRIVES THE NEED FOR CONGRESSIONAL
ACTION ON SUPERFUND THIS YEAR?

THE FIRST RESPONSIBILITY OF GOVERNMENT IS TO PROTECT
THE HEALTH AND WELFARE OF THE PUBLIC. WE HAVE BEEN FAILING
. AT THIS TASK. FIFTEEN MILLION AMERICANS ARE EXPOSED TO
1,000 oF THE MOST DANGEROUS ABANDONED HAZARDOUS WASTE SITES.
THE DRINKING WATER OF HALF OF THESE CITIZENS IS THREATENED
BY CONTAMINATION. MWE OWE IT TO THESE CITIZENS TO MOVE AT
THE FASTEST PACE POSSIBLE AND RESPOND TO THEIR NEEDS MUCH'
MORE EFFECTIVELY.

MemBERS OF THE COMMITTEE, | AM SURE, ARE FAMILIAR WITH
THE NUMBERS.

EPA esTIMATES THAT 6,000 SITES WILL NEED A RESPONSE
FROM THE SUPERFUND., S46 SITES ARE CURRENTLY ON THE NATIONAL
PRIORITY LIST, ONLY SIX HAVE BEEN COMPLETELY CLEANED UP.
EPA PLANS TO ADD ANOTHER 250 SITES TO THE LIST IN OCTOBER.
An ApDITIONAL 600 To 1,400 SITES WILL BE ADDED SOON THEREAFTER.
WE .ARE ADDING SUPERFUND SITES TO THE LIST AT A FAR GREATER
PACE THAN WE ARE CLEANING THEM UP, . -

39-919 0 - 85 - 4
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ONLY RECENTLY HAS EPA EVEN DEVELOPED A SUPERFUND MANAGEMENT
PLAN, DESPITE THE FOUR YEARS THE PROGRAM HAS BEEN ON THE
BOOKS. THE STATES HAVE ONLY JUST BEGUN TO ESTABLISH A PREDICTABLE,
WORKING RELATIONSHIP WITH EPA TO IMPLEMENT SUPERFUND PROGRAMS.

EPA RECOGNIZES THAT THE PACE OF THE PROGRAM MUST PICK
up, BuT HOWw DO THEY PROPOSE TO DO THIS?

LACKING CONGRESSIONAL REAUTHORIZATION THIS YEAR, EPA
PROPOSES TO COMPLETELY DEPLETE THE FUND DURING FY85, THIs
WOULD MEAN THE OBLIGATION OF THE $640 MILLION REMAINING
IN THE Funp, IN FY86, wHICH STARTS IN OCTOBER OF NEXT YEAR,
EPA PROPOSES TO INCREASE ITS EXPENDITURES BY 65 PERCENT

10 S1 BILLION,

MR, CHAIRMAN, | WOULD SUBMIT THAT UNLESS THE CONGRESS
REAUTHORIZES SUPERFUND THIS YEAR, THIS IS A RECIPE FOR ADMINISTRATIVE

DISASTER.

THE SHEER MAGNITUDE OF THE TASK, AND THE NEED FOR EPA
AND THE STATES TO MAKE THE MANAGERIAL AND FINANCIAL COMMITMENTS
NECESSARY TO OPERATE THE SUPERFUND PROGRAM WITHOUT A LOSS
OF CONTINUITY DEMANDS ACTION FROM THE CONGRESS.
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WITHOUT REAUTHORiIZATION THIS YEAR, EXTENDING THE LIFE
OF THE PROGRAM AND CLARIFYING FUTURE FUNDING LEVELS AND
PROGRAMMAT [C RESPONSIBILITIES, EPA WILL BE UNABLE TO MAKE
THE COMMITMENTS NECESSARY TO IMPLEMENT THE PROGRAM DURING
FY86 AND BEYOND. AND THE STATES WILL BE FACED WITH AN UNTENABLE
DEGREE OF UNCERTAINTY IN PLANNING TO UNDERTAKE THEIR RESPONSIBILITIES.
THIS WILL SLOW DOWN OR HALT THE HIRING OF SUFFICIENT PERSONNEL -
TO MANAGE AN EXPANDED PROGRAM. [T WILL COMPLICATE EFFORTS
TO RAISE THE LOCAL FUNDING NECESSARY TO MATCH FEDERAL EXPENDITURES
AND ASSURE EPA STATES CAN MEET THEIR OPERATION AND MAINTENANCE
EXPENSES, : ‘

~ THe EPA AND THE STATES NEED ADEQUATE LEAD TIME AND
DIRECTION IF:THEY ARE TO AVOID DISRUPTION IN THE PROGRAM,

NO EXECUTIVE COULD AFFORD TO RUN A COMPANY THIS WAY,

WE SHOULD NOT WAIT UNTIL THE 1lTH HOUR AND TRY TO RUN
A FEDERAL PROGRAM THIS WAY.
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IF SUPERFUND IS NOT RENEWED AND EXPANDED THIS YEAR,
IT IS CLEAR THAT MY STATE WILL EXPERIENCE A SHORTFALL AND
DISRUPTION IN ITS PROGRAM, NEW JERSEY HAS THE UNFORTUNATE
DISTINCTION OF HAVING MORE SUPERFUND SITES THAN ANY STATE
IN THE NATION. We HAVE 85 SITES ON THE SUPERFUND LIST. ANOTHER

15 ARE EXPECTED TO BE ADDED It OCTOBER.

New JERSEY'S MANAGEMENT PLAN FOR FiscaL YeAr 1985 cais
FOR ACTION ON 69 SEPARATE MAJOR SITES. [T INvoLveD 150
DESIGN, ENGINEERING, OR CONSTRUCTION RROJECTS AT A COST
oF $108 MILLION IN FEDERAL SUPERFUND DOLLARS. In 1986,
$123 MILLION WILL BE NEEDED TO KEEP THI1S PROGRAM MOV!NG; )
THE CommisSIONER OF THE NeEw JERSEY DEPARTMENT OF ENVIRONMENTAL
PROTECTION HAS STATED THAT EPA WILL BE UNABLE TO MAKE THE
NECESSARY COMMITMENTS, SIGN THE NECESSARY CONTRACTS, AND
PERMIT NEW JERSEY TO MOVE AHEAD WITH ITS PROGRAM [F SUPERFUND
IS NOT RENEWED THIS YEAR. THE NATIONAL GOVERNOR’S ASSOCIATION
HAS STATED TIME AND TIME AGAIN THAT THIS WILL HAPPEN IN
STATES ALL ACROSS THE COUNTRY

WE nuST GIVE THE STATES AND EPA THE LEAD TIME AND RESOURCES.
THEY NEED TO GEAR UP FOR AN EXPANSION IN FY86., We nmust
LET THOSE EXPOSED TO HAZARDOUS WASTE SITES KNOW THAT THE
CONGRESS HEARS THEIR CALL FOR ACTION.
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To RAISE THE NECESSARY REVENUES, THE BILL REPORTED
FROM THE ENVIRONMENT AND -PuBL1C WORKS COMMITTEE LAST WEEK
INCLUDED A LIST OF SUBSTANCES CURRENTLY TAXED BY SUPERFUND,
BUT DOES NOT SET SPECIFIC RATES.

IN ADDITION TO TAXING THESE FEEDSTOCKS, THE COMMITTEE
ALSO SUGGESTS THAT THE TAX BASE SHOULD BE EXPANDED TO INCLUDE
NE# REVENUE SOURCES. | SHARE THE VIEW OF THE COMMITTEE
THAT YOU SERIOUSLY CONSIDER A MORE BROADLY BASED TAX TO
INCLUDE APPROPRIATE PRODUCERS AND CONSUMERS OF CHEMICALS
AND TO MINIHIZ§ COMPETITIVE DISADVANTAGES THAT MAY BE EXPERIENCED
BY DOMESTIC COMPANIES. GENERAL REVENUES MUST PLAY A ROLE
AS WELL.

‘' Mr. CHAIRMAN, TIME IS OF THE ESSENCE. WE HAVE A SMALL
WINDOW OF OPPORTUNITY NOW TO PROVIDE THE LEADERSHIP THE
PUBLIC 1S DEMANDING.

THANK YOu,
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STATEMENT OF HON. JAMES J. FLORIO, U.S. REPRESENTATIVE
FROM THE STATE OF NEW JERSEY

M.:. FLori0. Thank you very much. 1 appreciate the opportunity
to testify before you. I will skim through my testimony and try not
to repeat any of the points that my colleague from New Jersey
made. And I think it's significant to know that the more active par-
ticipants in this process do come from our State because we have a
very serious problem in our State. More hazardous wate dump sites
on the national priority list than any other State in the Union, so
it’s not an academic matter with us.

I wanted to express my appreciation to talk about what I regard
as really the most important environmental igsue that we, in the
Congress, will be facing not just this year but really for the balance
of the century, I suspect. I think all know that the current Super-
fund law has been totally inadequate to even begin to address the
problem. It's a 5-year bill, $1.6 billion. And, in fact, it has effective-
l% cleaned up six sites out of what EPA estimates is 22,000 across
the country. So it's clear that that is not going to be sufficient fi-
nancing of that magnitude.

In large measure, it’s because we have had new information that
has been brought to our attention, and the numbers that the gen-
tleman from New Jersey indicated are very correct. That it is an-
ticipated that the priorities list will go from 546 up to as many as
7,000 over the next number of years. The priorities list means that
a site on that list is an imminent and substantial hazard to peo-
. ple’s health; to the environment. So we are talking about serious
public health concerns as well.

EPA itself has estimated that to address the national priorities
list itself—that is exclusively—in cleanup remedial measures is
going to take from $8 to $16 billion over the next 6 years. Other
organizations maintain that that’s an extremely conservative esti-
mate. GAO says that it is going to take $26 billion. OTA says that
it's $40 billion. The National Governor’s Association says between
$9 and $12 billion. The envifonmental community says in excess of
$20 billion.

So CMA itself-CMA which has not always been enthusiastic
about financing this proposal—has said that it is going to take $3.4
billion over the next 5 years. They are a group that acknowledges,
however, that it will take some two decades to clean up the nation-.
al priorities list sites at that level of spending.

uffice it to say that everyone agrees that far in excess of $1.6
billion for the next 5 years is going to be required.

The legislation that l1’rlou are considering today—and that is that
that came out of the other Senate committee—provides the $7.5 bil-
lion. The House bill passed by the House overwhelmingly—323 to
83—provided for $10.2 billion. :

I think it’s interesting to note that the bill that came out of my
committee, the Energy and Commerce Committee, which was re-
ferred to your counterpart committee in the House, the Ways and
Means Committee, was increased by that fiscally conservative com-
mittee from $5.1, I believe, up to $10.1 billion. And that was as a
result of their examination of what the issues were.
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The numbers that we are talking about_go exclusively to address
the question of cleanup. We are not talking about the other respon-
sibilities in the bill. That is emergency remedial measures. Those
are add-ons so that when we talk about the numbers that we are
talking about, we are talking about the minimal package of clean-
up rather than other responsibilities that are already in the law.

I wanted to just talk and address, finally, two points. One is the
source of revenue. And I certainly respect the responsibilities of
this committee to address the equity of the current system. The
feedstock system that we have in the law was b upon the
premise that the chemical feedstocks are the building blocks of all
of the waste that we are dealing with-and- cleaning u&. And when
reference was made to the IBM’s and the General Motors, well,
they generate waste, but they generate waste off of those feed-
stocks they purchase from the %eople that are paying the tax. So
the economic realities are such that they will be paying the cost for
increased feedstocks. 4

Likewise, I would say that our bill provides for a large reliance
upon feedstocks, but also a general appropriation, increasing gener-

appropriations from about 12 percent in the existing law to 23
rcent In the proposal that came out of the Senate or out of the

ouse.

The otherpoint I would like to make is that under the House
bill, each covered chemical and feedstock substance is taxed at an
average of 3 percent of the sales price. This is up from 2 percent
average of the sales price from 4 years ago. Not a great increase on
an average. And I certainly respect the ability of this committee to
adjust specifics. And the gentleman from Texas made specific refer-
ence to a particular feedstock. I have no difficulty with modifica-
tions as long as the revenue projections are appropriately met.

Another point that I think has to be addr is that imported
feedstocks are taxed at the exact same level as the domestic feed-
stocks, so arguments that there is somehow a competitive disadvan-
tage that is being built into the law really don’t stand up to scruti-

ny.

Likewise, exports—that is, feedstock exports—are not taxed so
&e :u'e notél providing a competitive disadvantage to our industry in

at regard.

Theefast point I will make—and you will be hearing from EPA. 1
suspect that they have not got the capability of dealing with this
R/fo lem this year, and, therefore, we ought to wait until next year.

only response to that is that as I have indicated, and all the
other witnesses will indicate, there is going to be a need for an ex-
tended and expanded Superfund. EPA on October 1, 1985 will be
required to gear up for a much bigger and more comgx‘;ehensive
i) am. And the question, then, is do we wait until September
985 to tell them what the exact dimension of that program is
going to be so that in a space of a few days they are going to be
re«iulred to turn around and try to gear up for it, or do we pass the
bill this year, providing for advance notice so that the moneys can
be used 1n a cost effective way, giving EPA the time to be able to
utilize those moneys in a sensible way.

I think that’s the issue. The issue i1s do we have good planning at

EPA? Do we give them the advance notice as to what they are
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going to be charged under the law with doing? Or do we wait until
next year and hope that something gets done before they are re-
quired to go into operation under a new system at the beginning of
the fiscal year.

Thank you.

[The prepared written statement of Congressman Florio follows:]

»
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TestiMoNY oF HoN. JaMES J. FLorio, CHAIRMAN, House SuscoMMITTEE ON CoM-
MERCE, TRANSPORTATION AND TOURISM BEFORE THE COMMITTEE ON FINANCE, Us.
SENATE RecArDING H.R. 5640, SepTEMBER 19, 1984

Mr. Chaiman and members of the Committee, I want to thank
you for the opportunity to appear before you today as you begin
your consideration of legislation to reauthorize the Superfund
program. In my view, it is absolutely vital that we reauthorize
_this important program this year, and I am hopeful that this
Committee's expeditious consideration of the legislauon reported
by the Senate Enviromment and Public Works Committee will permit
you to seek final passage and a conference with the House before
the Congress adjourns in early October.

As many will remember, the current Superfund law established
a $1.6 billion fund for an initial five-year period. The
President authorized the Envirommental Protection Agency to begin
the work of assessing the thousands of abandoned hazardous waste
sites across the country, identifying the worst sites eligible
for federal cleanup funds, and launching cleanup of those so
designated. Revenues for the cleanup effort were generated by
taxes on the chemical industry., plus a 12.5 percent appropriation
from general federal tax revenues.

Although many of us who worked on the original legislation
suspected that a second installment of the program would be
necessary, few imagined the actual scope of the additiomal
funding needs which face us today. EPA's gross mismanagement of
the progran in its early years, partnered with much improved data
concerning the number and nature of the sites which must be
cleaned up, lead any objective observer to the irrevocable
conclusion that significantly expanded funding levels are crucial
if we are to acoomplish the goals we established back in 1980,

Consider the following basic Superfund statistics:

* To date, EPA has managed to clean up only six sites,
although it has alteagy 1aced 546 of the nation's worst
sites on the National Priorities List which defines
eligibility for federal cleanup funds.

* EPA expects to place at least 2,200 sites on the
National Priorities List someday. Even this apparently
large number tefresents only a fraction of the
17,000-22,000 sites which exist across the country and
state officials dispute EPA's estimates, telling us
instead that the National Priorities List will swell to
some 7,000 sites over the long-term. i .

* The current $1.6 billion Superfund will be enough to
cleanup at most 170 sites on the 546 now listed. EPA
says that cleanup costs for the rest of the sites it
expects to place on the National Priorities List will
run -- at-a-pinimum -- between $8 and $16 billion.

*  The agency's estimates are considered ext:qnel¥
. conpervative by both the General Accounting Office and
the Office of Technology Assessment. GAO tells us that
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ul timate cléanup costs oould run as high as $26 billion
and OTA predicts such costs could total $40 billion.

* Based on all these facts and figures, state
organizations (including the Natiomal Governors'
Association) urge us to commit between $9 and 12 billion
for five more years of a reauthorized program. The
environmental community urges us to commit $20 billion
over the next five-year period. Even the Chemical
Manufacturers' Association has endorsed new funding
levels of $3.4 billion, although the group acknowledges
that cleanup of listed sites could take close to two
decades at those levels.

The legislation you are considering today establishes funding
levels for a reauthorized Superfund program of $7.5 billion over
the next five years. The bill adopted by the House on August 10,
1984, by a vote of 323 to 33 would establish a funding level of
$10.1 billion over the same period.

As you evaluate the legislation, and the funding levels which
are proposed, i;.>1ease keep in mind that Superfund must support
several essential activities in addition to basic cleanup and
none of these essential activities were included in the cost
estimates I mentioned earlier. For example, the fund must
support the administration of the basic Superfund program. The
fund is also used to pay for emergency relief and removal actions
in cases where waste site contamination and removal actions is
threatening the health of citizens in surrounding communities.
Finally, the states have implored us to offer them some relief in
the important area of long~term operation and maintenance of
finished sites. Under current law, they must support all of
these costs, but under the legislation you are considering they
would be given assistance with operation and maintenance costs
during the first few years after a site is cleaned up.

When it was faced with all of these cost estimates and
evidence concerning program needs, your sister Committee on the
House side determined to raise the funding levels of the
legislation I had originally introduced from $9.5 billion to
$10.1 billion. 1Its sound and wise decision was based on an
exercise of essentially conservative fiscal judgment: while the
taxes which supfott the program now may hurt, we have no choice
but to get on with the job as rapidly as possible before the
mounting costs of this devastating envirommental pollution climb
out of our reach.

The final bill approved by the House supports the program
through two basic sou?ces: pRo P

One: A continuation of the current feedstock tax system, with
rate adjustments and an expansion of the tax base
sufficient to generate $7.8 billion, or 77 percent of
the total fund, over the next five years; and

P T
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Two: An authorized apfrogriation from general tax revenues
totalling $2.3 billion, or 23 percent of the fund., over

the same period.

Under the House bill, each covered chemical and metal
feedstock substance is taxed an average of three percent of the
sales price. All individual tax rates are capped at $30/ton so
that a substance's relatively high sales price does not produce
an inordinately high tax assessment. Imported feedstocks are -
taxed at the same levels. Exports are not taxed.

The funding mechanism developed by the Ways and Means
Committee represents a sound and workable compromise regarding
all of the concerns and interests represented here today. While
I recognize that Kou will soon hear many other funding proposals
put forward and that we must all retain flexibility to evaluate
such proposals carefully, I urge you to give complete
consideration to the excellent tax system developed by your
colleagues.

In the few minutes I have remaining, .I would like to address
two £inal issues which have played a major role in the Superfund
reauthorization debate: the economic impact of increased taxes
and the need to reauthorize the program this year.

As this Committee proceeds to consider this important
legislation, you will be faced with a battery of dire predictions
concerning the impact of additional taxes on the economic health
of the chemical industry. You will be told that the funding
levels and tax rates ocontained in the legislation will produce
economic disaster for key segments of the industry and that such
tax revenues -- even if collected -- will only be wasted since
EPA cannot possibly spend such funds fast enough.

As you consider all these dire predictions, I urge you to
probe carefully -- as I have -- for the data which backs them up.
I think you will find that those who advocate these disastrous
sceparios have yet to prepare a single convincing and
comprehensive analysis to support their predictions. 1Indeed, the
facts available to us suggest the opposite oconclusion.

For example, the 1983 report prepared by the Joint Tax
Committee on the effective tax rates for large American .
corporations reveals that the effective corporate tax rate for
the chemical 1ndustr¥ as a vhole is minus seventeen fetoent:. A
temporary recession in the early years of this Administration has
been overcome and many major companies are showing record profits
for the last several quarters.

Many opponents of the House legislation have also pointed out
that a dozen major companies bear the bulk of the tax burden. I
have attached a chart to my testimony containing two major
indicators of financial health for these corporations: net
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income after taxes and return on stockholder equity. You will
see that these twelve large corporations had net after tax
incomes totalling $16 billion in 1983, and a return on
stockholder equity averaging over 10 percent.

As for the arqument that EPA-cannot spend increased funding
fast enough, I would be the first to agree that the current
program must be fundamentally restructured in order to absorb the
funding levels set in the legislation. In fact, the costs of
failing to restructure the program so that accelerated cleanup
can be accomplished are nearly unthinkable. At the current
cleanup rate of six sites every four years, it ocould take 1,500
years to finish cleanup at the minimal number of 2,200 sites EPA
expects to place on the National Priorities List someday. Even
the expanded levels of funding proposed by the chemical industry
wouldcgroduce decades of delay in the cleanup effort. Each year
of such delay drastically compounds both the envirommental damage
and human health effects of waste site contamination; the truth
is that the longer we wait, the larger and more crushing the
ultimate price tag we must eventually face.

Unfortunately, there are many involved in the reauthorization
process who would urge you to do just that and defer the
inevitable decision to reauthorize the program until next year.
You will hear today from EPA and industry representatives that
there i8 no need to rush to judgment and that any final action by
this Committee should be deferred until at least next year.

Once again, the costs of such delay are simply unacceptable.
Today, four years after Superfund was created, we find ourselves
in the tragic position of virtually beginning the program all
over again. e planning necessary to acocomplish its
revitalization should have begun months ago. Unleas the Congress
acts decisively this year, months 1f not years of the second
reauthorization period will be lost as the agency scrambles to
gear up for its new responsibilities. The simple fact is that
the current Superfund will be completely depleted by this time
Next year. The House bill would start new taxes this coming
Januvary, so that no break in cleanup need occur.

There i8 no enviromnmental problem more important to the
American people than the thousands of abandoned waste sites
across the land. The facts supporting the need to extend and
expand Superfund are irrefutable. Our only possible course ~-
the only responsible course -- is to act, and act decisively, to
ensure the future of the program as soon as possible.

Mr. Chaiman, that completes my prepared testimony and I
would be happy to anawer any questions you may have.
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TWO MEASURES OF PROFITS FOR 12 LARGE CORPORATIONS PRODUCING CHEMICALS

Company

Atlantic Richfield

Dow Chemical

. du Pont

Exxon
Gulf & Western a/

Mobil *

Phillg ps Petroleoum,

Shell Ot}

Standagd, OLF of
IndiaRa

Texaco
Unioa Carbide

Unocal

Net Income Afrer Taxes ($ millions)

Return on Stockholders Equity (%)

1979 1980 1981 1982 1983 1979 1980 1981 1982 1983
1,166 1,651 1,671 1,676 1,548 19.1 22.2 193 17.0 14.2
784 805 564 399 334 2.5 193 12.1 8.0 6.6
965 744 1,081 8% 1,127 18.4  12.8  13.7 8.6  10.1
4,295 5,350 4,826 4,186 4,978 19.0 201  17.6 4.7 16.9
128 156 260 165 260 8.8 9.9  13.5 7.6. 12.8
2,007 2,813 2,433 1,213 1,503 0.5 23.9 17.6 8.5  10.8
891 1,070 879 646 721 209 217 16.0 112 11.7
1,126 1,52 1,701 1,605 1,633 18.4 2.0 2.0 17.4  15.9
L LS07 1,915 1,922 1,826 1,868 19.6 2.6 9.2 16.5  15.7
1,759 2,642 2,310 1,281 1,233 17.7  19.7 17.6 9.2 8-6
556 890 649 310 7 4.5  15.3 12.9 6.0 1.6
sot 647 ) 804 626 18.0  20.1 20.8  18.2  12.6

a/ .Profics data pertain to earuings from contianulng operations.

Solrce: Annual reports of the respective companies.

&
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The CHAIRMAN. Thank you very much.

Senator Long.

Senator LoNG. I'll wait until I've heard all the witnesses.

The CHAIRMAN. Senator Roth.

Senator RotrH. No questions, Mr. Chairman. I thank them for
their appearance. I commend Congressman Florio and Senator
Lautenberg for their leadership in this area.

The CHAIRMAN. Senator Bradley.

Senator BRADLEY. Mr. Chairman, I think that the Congressman
and my colleague in the Senate have put the issue very well, and
not only in terms of the relevance of it to our State, but to the
entire country. And I hope that we will act on this to get a bill.
And I thank them for their contribution.

The CHAIRMAN. Senator Chafee, any questions?

Senator CHAFEE. No questions, Mr. Chairman.

The CHAIRMAN. Senator Durenberger.

Senator DURENBERGER. Mr. Chairman, I just want to in his pres-
ence and before they leave especially compliment the junior Sena-
tor, despite his apparent advantage over the senior Senator from
New Jersey, for the way that he has taken on this issue. Sever:l of
us on this committee had an opportunity to watch him work as a
brand new, literally just-a—few-months, member of the Environ-
ment and Public Works Committee. And I think it is appropriate
in light of his testimony and his commitment to indicate the appre-
ciation that a lot of us bring from that committee to this commit-
tee for the work that Frank has done. And, obviously, we know Jim
has been at it a longer period of time. But I especially wanted to
say that on behalf of one of our newer colleagues who has really
done a superb job in a most difficult policy issue.

Senator CHAFEE. Mr. Chairman, I would like to second that and
also to say that both the gentlemen are working in another area
which is a related area to this. And that is on the RCRA. Both are
members of the conference committee where we are dealing with
another facet of this. I would like to compliment them for their
work on and the continuing work which we will have because we
are still in that conference. And we look for something successful
coming out of that. Thank you.

The CHAIRMAN. Well, we thank you very much for being here
this morning. As I indicated at the outset, there are some serious
qllllestions that must be answered. We know the House acted before
the Senate and we are going to do the best we can. We are going to
have another hearing on Friday. We will see what we can work out
between now and October 5.

Senator LAUTENBERG. Thank you, Mr. Chairman. I leave with
only one question. Do you always treat the witnesses so nicely
when you hold hearings in this committee?

The CHAIRMAN. We are generally fairly pleasant in here unless it
involves a tax of some kind. [Laughter.]

Senator LAUTENBERG. Thank you.

The CHAIRMAN. Senator Mitchell.

Senator MitcHELL. Thank you, Mr. Chairman. I want to express
my appreciation to you for promptly scheduling these hearings on
the Superfund reauthorization. Prompt action by this committee is
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:l';'i:ntial if we are to complete action on this important legislation
year.

The bill before us reauthorizes the Superfund law at a level of
$7.5 billion over 5 years. It has become clear to those of us that sit
on the Environment and Public Works Committee—and I believe
there are seven members of this committee who do so—that even
this high an increased level of funding will not complete the task
we face. Since the Superfund law was first enacted in 1980, the
EPA has undertaken a comprehensive invenlaor{l of hazardous
waste sites across the country. It is now estimated that there are as
many as 22,000 potentially hazardous waste sites in the United
States, about 10 percent of which may be serious enough to justify
their being placed on the priority list. EPA plans now call for it to
initiate long-term cleanup at about 125 such sites each year. As
anyone can readily calculate, that means that about a third of the
priority sites can be reached. And by reached I mean work initiat-
ed by EPA over 5 years. There will fortunately, as Mr. Thomas has
told us on the Environment Committee, be some State and private
action to compliment that. But it is clear that we face a monumen-
tal task so that even continuation at the modest rate proposed re-
quires the kind of funding increase authorized by the bill before us.

As as we listen to the witnesses today and on Friday, I urge all
the members of this committee to keep in mind the magnitude of
the hazardous waste problem that confronts our Nation.

The Environment and Public Works Committee appropriately de-
ferred to this committee on the issue of taxation. However, that
committee did examine the number of revenue-raising options in
addition to the feed-stock tax increase in an effort to spread the
burden. And I'm confident that this committee can evaluate all of
these options and devise a revenue proposal adequate to fund the
Superfund at the recommended authorization level in an equitable
manner.

I thank you, Mr. Chairman. I look forward to hearing the wit-
nesses today.

The CHAIRMAN. Are there any other opening statements?

Senator CHAFEE. Mr. Chairman, I would just like to say that as a
member of the Environment and Public Works Committee, we
spent considerable time on this matter, and as has been pointed
out from the witnesses and from the opening statements, there is
no question this is an extremely serious problem. That's undis-
puted. Time isn’t going to make it simpler. It's not going to go
away. It's going to get more expensive the longer we wait.

The Environment and Public Works Committee came out with a
proposal of $7.5 billion over the 6 years. That was based on some
testimony we had from the EPA that this was about what they
could absorb so we didn’t go above that. There is some dispute as to
how much they can absorb.

I, for one, am anxious to get on with this matter and hope that
we can come up with a formula for raising the taxes and get a bill
out of this committee, and to the floor, and passed. I know that’s a
big challenge, but we ought to devote every possible energy we can
in order to meet that challenge because the time is rushing by and
cleaning up these sites is going to get more expensive the longer we
wait. .



59

Thank you, Mr. Chairman.

The CHAIRMAN. Senator Durenberger.

Senator DURENBERGER. Mr. Chairman, I would like my full state-
ment to be a part of the record but I just want to make an observa-
tion for those members who are not among the seven that lived
through Superfund at EPW. And that is we really are in the next
couple of weeks facing an interesting sort of a situation because a
lot of people have been pushing the heck out of Superfund on the
theory that another Reagan administration wasn’t going to be very
generous with Superfund reauthorization. And the administra-
tion—everybody else was taking the view, well, it doesn’t have to
be done this year. We can wait until next year and maybe we will
do a good job of it.

And now what we have before us—and I know we are only con-
sidering the tax title—but what we have before us is a situation
where the administration is being offered an awfully good deal by
the Environment and Public Works Committee. I mean it is a real
slim, trimmed down, only a sort of a semipublic works program,
not the big one that the House has been pushing. And it seems to
me they are being offered an awfully attractive deal which says
take this for 5 years and you don’t have to worry about getting into
all of these other things that lie out there.

So it is very interesting and strikes me that our role here is not
to deal with the totality of it so much as the reality of how a tax
affects the purposes for the legislation. And as others have said, I
hope that we can spend some time trying to design a more effective
tax system for this bill than has been in the old legislation or was
suﬁested by people on the House side.

e CHAIRMAN. I would just say, obviously, if we can reach some
agreement with all the parties involved, I would like to do it
myself. But if that is not possible—I think the climate might be
Pretty good for that if everybody was willing to look at it objective-
y.

But let’s hear the witnesses first because there are a lot of ques-
tions that should be answered.

First, we have the administration witnesses: Mikel Rollyson, Tax
Legislative Counsel, Department of the Treasury; Lee Thomas, As-
sistant Administrator, Office of Solid Waste and Emergency Re-
sponse, Environmental Protection Agency.

STATEMENT OF MIKEL M. ROLLYSON, ACTING TAX LEGISLATIVE
COUNSEL, DEPARTMENT OF THE TREASURY, WASHINGTON, DC

Mr. RoLLysoN. Good morning, Mr. Chairman, members of the
committee.

The CHAIRMAN. I assume there will be questions directed at both
of you, and if you can summarize your statements, as you normally
do, it would be helpful.

Mr. RoLLysON. Yes; I'm aware that you are on a very tight
agenda here today. And our full statement has been submitted.

Let me just summarize our testimonf for you. I will be address-
in%‘lonly the taxing provisions of the bill.

First, however, I would like to emphasize the administration’s
continuing commitment to protecting the public and the environ-

39-919 0 - 85 - §
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ment from improper dis of hazardous-chemical substances.
During the past 3 years, the Treasury Department has been active-
lg' participating with other agencies in an intensive review of the
uperfund legislation to determine how best to fulfill the Presi-
dent’s commitment to the public and the environment. Reauthor-
ization of the Superfund provision before the current law expires in
September 1985 is a top administration priority, but we believe
that it would be more appropriate to defer authorization and any
refinement of the legislation until that review is completed.

Let me just summarize briefly the current taxing provisions of
H.R. 6640 and comment upon the recommendations out of the
Senate Committee on the Environment, and some of the proposed
alternatives thereto.

As you know, the Superfund is currently funded for the most
part by three ﬁrincipal taxing provisions—general-revenue appro-
priations, which are-relatively small; an excise tax on crude oil at
the rate of approximately $0.79 per f)arrel; and a feed-stock tax or
excise tax on chemicals that are manufactured, produced, or im-

ported.

The chemical-feed-stock tax varies in rates depending u%m the
particular chemical subject to the tax. The provisions of H.R. 5640
would substantially increase the taxes on crude oil-and the feed-
stock tax on the various chemical products. These taxes are to be
further increased in the event that prior to July 1986 there is not
imposed a significant waste-end tax. And that waste-end tax is to
be develtg)ed pursuant to a joint study by the Treasury Department
and the EPA.

H.R. 5640 also proposes significant increases in general-revenue
appropriations. The comment upon the current taxes and those
proposals—the current feed-stock tax does provide a rational mech-
anism for imposing the cost related to hazardous substances on
those parties who use those hazardous substances and hazardous
chemicals. I might add that, to date, the Internal Revenue Service
has not had any significant difficulty in administering the current
feed-stock tax.

The F:ogosed increases to the feed-stock tax would raise a ques-
tion, which has been alluded to here today, and that is whether or
not the substantially increased taxes would cause competitive prob-
lems for those manufacturers and producers who are subject to the
greatly increased taxes.

The answer to that question is not clear. It is likely that certain
companies would be able to pass through the bulk or all of the in-
creased taxes, depending upon that company's dominant position in
the market, and the extent to which there are other competitors
coming into that market. :

Nevertheless, it is unclear as to whether all companies would be
able to on those taxes.

I would like to comment briefly on the Senate Environment Com-
mittee’s suggestions. They have suggested that several alternatives
be explored to the feed-stock tax and the general appropriations
tax and crude oil tax that we currently have. We agree that we
should carefully evaluate all of the options progosed by the Senate
Committee on the Environment. Nevertheless, I would like to note
that we do have serious concerns about the various waste-end tax

-4
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proposals and certain of the taxes on derivative imports that have
been proposed to date. I don’t want to say it is impossible to design
a workable or manageable tax of that character, but those proposed
to date would cause us serious equity concerns and administration
concerns.

So just to reiterate, we think we should conclude our studies and
defer resolution of this matter until all of this information has
been digested.

Thank you.

[The prepared written statement of Mr. Rollyson follows:]




62

For Release Upon Delivery
Expected at 10:00 a.m., E.D.T.
September 19, 1984

STATEMENT OF
MIKEL M. ROLLYSON
ACTING 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 present the Department of
the Treasury's views on the taxing provisions of H.R. 5640, the
Superfund Expansion and Protection Act of 1984, and to comment on
the general taxing options recommended for study by the Committee
on the Environment and Public Works with respect to S. 2892, the
Superfund Amendments of 1984,

I want to emphasize the Administration's continuing
commitment to protecting the public and the environment from the
release or improper disposal of hazardous chemical substances.
We support the basic objectives of S. 2892 and H.R, 5640 to
reauthorize the taxing provisions of the Comprehensive
Environmental Response, Compensation, and Liability Act of 1980
("CERCLA"). During the past three years, the Treasury Department-
has been participating with other Administration agencies in an
intensive review of CERCLA and related legislation to determine
how best to fulfill the President's commitment to the public and
the environment, Reauthorization of the taxing provisions of
CERCLA before the current law expires in September 1985 is a top
Administration priority, but we believe it would be more
appropriate to defer reauthorization and any refinement of the
CERCLA legislation until that review is completed.

At the outset, I would like to emphasize that my comments on
H.R. 5640 address only the taxing provisions of the bill, and ny
comments on S, 2892 address only the general taxing options
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recommended by the Committee on the Environment and Public Works.
The Eavircnmental Protection Agency (“EPA") has submitted ‘a :
statement which relates primarily to how funds deposited in the
Hazardous Substance Response Trust Fund (i.e., the "Superfund")
should be expended.

BACKGROUND

CERCLA provides the Federal Government with the authority to
clean up hazardous chemicals leaked into the environment, to pay
for damages to natural resources caused by such chemicals, and to
recover the costs of such cleanup and restoration from the
parties responsible for releasing the hazardougs substances. The
response program is administered by the EPA and is financed by
the Superfund,

CERCLA authorizes appropriations to the Superfund equal to
$44 million per year for fiscal years 1981 to 1985. The
Superfund is principally funded, however, by the excise taxes on
c¢rude oil and certain specified chemicals imposed by sections .
4611 and 4661 of the Internal Revenue Code. Section 4611 of the
Code imposes an excise tax of .79 cent a barrel on both domestic
and imported crude oil received at a United States refinery,
domestic crude oil used or exported before it is received at a
United States refinery, and petroleum products entered into the
United States for consumption, use, or warehousing. Section 4661
of the Code imposes an excise tax on 42 Iisted chemicals sold or
used by the manufacturer, producer, or importer of the chemicals.
These taxed chemicals are either themselves hazardous or are the
basic chemical components of nearly all other major inorganic and
organic hazardous wastes, The tax is assessed at rates ranging
from .22 cent per ton to $4.87 per ton depeading upon the
chemical. The tax rates for the listed chemicals reflect a
congressional decision to allocate 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 such substances found present in
hazardous waste sites at the time of enactment of CERCLA. The
rate of tax on any chemical, however, is limited to 2 percent of
its wholesale price as of 1980.

CERCLA imposed 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 to include those hazardous substances specified under
various other environmental statutes as well as substances, as
determined by EPA, which when released into the environment may
pragsent substantial danger to the public health or welfare or the
environment., Responsible parties are strictly, jointly, and
severally liable for the costs incurred by the Federal Government
or a state government associated with removal and cleanup of
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hazardous waste releases, other necessary response costs, and
damages for injut¥ 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
release is the result of willful misconduct or willful negligence
or {f the responsible person doves not provide assistance and
cooperation when requested by a public official. 1In addition,
punitive damages up to three times the response costs incurred
may be imposed if the responsible person fails without cause to
provide remedial and removal action when ordered by the
President,

. CERCLA also established the Post-Closure Liability Trust
Fund. This fund is obligsted to pay all costs arising out of a
liability imposed by CERCLA with respect to a hazardous waste
djsposal facility after its closure, provided the facility has
received a permit under Subtitle C of the Solid Waste Disposal
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
Erom the operation of the facility are shifted from the
respongsible parties to the Federal Government, The Post-Closure
Liability Trust Fund is funded with revenues collected under
gection 4681 of the Code, which imposes a tax on hazardous waste
received at a qualified hazardous waste disposal facility. The
tax is assessed at a flat rate of $2.13 per dry weight ton, and
is imgosed upon and collected from the owner or operator of the
facility.

The authority to collect the taxes enacted by CERCLA,
including the tax supporting the Post~Closure Liability Trust
Fund, terminates on September 30, 1985.

DESCRIPTION OF THE TAXING PROVISIONS OF H.R. 5640

H.R. 5640 increases the excise tax on domestic and imported
crude oil and imported petroleum products from .79 cent a barrel
to 7.86 cents a barrel, effective January 1, 1985. The tax would
be extended through September 30, 1990.

The bill also adds certain chemicals to those taxed under
Code section 4661 bringing the total number of feed-stock
chemicals subject to the tax to 56. In addition, the tax per ton
would range for 1985 from .78 cent per ton to $30.00 per ton
depending on the chemical manufactured, produced, or imported.
The rates generally were determined by taxing each substance at
the lesser of $30 per ton or a specified percentage of its



65

v

estimated 1985 selling price. The percentages used were 1.5
percent in 1985, 2 percent in 1986, 2.25 percent in 1987, and 3
percent in 1988 and subseguent years. In addition, the rates
specified are to be adjusted for inflation, No attempt was made
to achieve a predetermined allocation of the tax burden between
the petrochemical, inorganic, and petroleum segments.

If a tax on the disposal of hazardous substances (a
"waste-end tax") is not enacted by July 1, 1986, increases in the
tax rates on petroleum products and feed-stock chemicals will
take effect on January 1, 1987. The petroleum tax will increase
to 9,65 cents a barrel, and the tax rates per ton on feed-stock
chemicals will range from $1.56 per ton to $35.00 per ton for
1987 through 1990. The rates of tax on feed-stock chemicals for
the period generally equal the lesser of $35 per ton or a
specified percentage (3 percent in 1986, 3.5 percent in 1988, and
4 percent in 1990) of the estimated 1985 selling price, adjusted
for inflation.

The bill requires the Secretary of the Treasury, in
consultation with the EPA to submit to the Committee on Ways and
Means and the Committee on Finance by April 1, 1985, proposals
for a tax on the disposal of hazardous wastes. These proposals
are to be presented in legislative form and are to be designed to
discourage the disposal of hazardous wastes in environmentally
unsound ways. :

H.R. 5640 also directs the Treasury Department, in
congultation with the International Trade Commission, to subnmit
to the Committee on Ways and Means and the Committee on Finance
by April 1, 1985, a study of alternatives for taxing imported
chemical derivatives. This study 1is to examine the probable
economic effects of the increased feed-stock tax on U.S.
manufacturers of substances derived from taxed feed-stock
chemicals. The study is also to address the legality of taxing
imported derivatives under the General Agreement on Tariffs and
Trade. Finally, the study is to evaluate the administrative
feasibility of a tax on imported derivatives, including
substances that would be subject to the tax, the method for
determining the tax rate of these substances, and the mechanism
for collecting and enforcing the tax.

The provisions of CERCLA that establish the Post-Closure
Liability Trust Fund are repealed by H.R. 5640, effective October
1, 1983, and the Post-Clcsure Liability Trust Fund is terminated
as of that date. Liability for certain damages from the release
or threatened release of hazardous waste from waste sites after
their closure would therefore remain with the responsible parties
for such facilities. Taxes already collected from owners and
operators of qualified hazardous waste disposal facilities under
Code section 4681 would be refunded with interest to such
persons.,
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Appropriations to the Superfund are authorized by H.,R., 5640
equal to $42)1 million per year for fiscal years 1986 and 1987,
and equal to $496 million per year for fiscal years 1988, 1989,
and 1990.

In summary, under this proposed taxing regimen the Superfund
would be funded by revenues generated by increased taxes on crude
oil and petroleum products, an increased feed-stock tax, and by
increased yearly appropriations from general revenues. Such
taxes would be increased, effective January 1, 1987, if a
waste-end tax is not enacted by July 1, 1986. Further, a study
of alternatives for taxing imported derivatives of feed-stock
chemicals, to be completed by April 1, 1986, would be mandated.

DISCUSSION

The Current Feed-Stock and Waste~End Taxes

The feed-stock tax enacted by CERCLA reflects the policy
decision that Pederal 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 users of hazardous
substances rather than by the general revenues. Although the
feed-stock tax has been criticized on the grounds that the tax
collected from any individual firm is not based upon that firm's
actual experience with hazardous substances and provides at best
a form of rough justice, the tax is premised upon the fact that
there are environmental costs associated with the use of
hazardous substances. Prior to 1981, these costs were not
reflected in the price of the products made from such substances.
By imposing a tax on the basic building materials used to make
hazardous products and waste rather than on the waste and end
products themselves, it was anticipated that the tax would be
reflected in the price of the end products and in effect borne by
all persons utilizing hazardous materials.

The chemicals currently subject to tax generally appear in
the response gsites now being investigated by EPA. Therefore, in
the aggregate those taxpayers who produce, manufacture, or import
hazardous wastes appear to be funding the Superfund activities.
Moreover, the Internal Revenue Service ("IRS") has not
encountered substantial difficulties in administering the
feed-stock tax. )

The current wastae-end tax was first lévied on October 1, 1983
and is imposed only on the owners or operators of qualified
hazardous waste disposal facilities. - The tax is based updn the
amount of hazardous waste deposited at the facility. Because the
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current waste-end tax was not imposed until October 1, 1983, the
IRS has had little experience in administering this tax.

Revenues from the waste-end tax are used to fund the
Post-Closure Liability Trust Fund. Because payment of the tax
shifts liability for post-closure damages to the Federal
Government, the tax payments can be equated with premium payments
for post-closure Government liability insurance .paid by such
owners and operators. In the absence of such insurance, owners
and operators of disposal facilities would be liable for
post-closure claims in perpetuity. The release of liability
provided by the Post-Closure Liability Trust Fund encourages
compliance with EPA standards for waste treatment and fosters the
development of new and the maintenance of old hazardous waste
disposal facilities. At present, the EPA 'is studying the impact
that various state-imposed waste-end taxes have on waste
management techniques and will submit its recommendations to the
President on the use of waste-end taxes before year-end.

Proposed Increased Taxes on Petroleum Products and Feed Stocks

H.R. 5640 would increase the tax on crude oil and imported
petroleum products approximately ten-fold and would increase the
tax on certain feed-stock chemicals approximately forty-five fold
proyided a waste-end tax is enacted by July 1, 1986. 1If a
waste-énd tax is not enacted by this date, the tax on crude oil
and imported petroleum products would increase approximately
twelve-fold while the tax on certain feed-stock chemicals would
increase approximately eighty-fold by 1987.

The extent to which a manufacturer would be able to pass on
to its customers the proposed tax increases is uncertain, The
abilicty to do so depends upon a number of factors, includiag how
rebponsive production and consumption are to changes in prices,
for example, other things equal, it will be easier for a firm to
pass on the tax if no close substitutes for the taxed chemical
exist and if that firm and other firms bearing the iacidence of
the tax dominate the market., While it is likely that some
manufacturers will be able to pass on the tax increases, it is
difficult to determine whether the tax will be passed along in a
particular case as the tax is imposed upon a large number of
chemicals whose production and consumption are characterized by a
wide variety of market conditions., More information on the
impact of these proposed taxes will be available from the
Congressionally mandated studies currently being conducted by EPA
and scheduled for completion before the end of this year.

" Proposed Termination of the Post-Closure Liability Trust Fund and

Refund of Tax

We agree in-principal with shifting the burden of
post-closure liabilities to those persons vesponsible for
disposing of hazardous waste, as would occur under the proposed



repeal of the Post-Closure Liability Trust Fund. It is not
clear, however, that adequate private insurance is available to
cover the long-term liability of operators and owners of
hazardous waste disposal facilities.

In March 1982, the Treasury Department issued a report
regarding the feasibility of the substitution of private
insurance for the current statutory scheme under which
post-closure liabilities are assumed by the Post-Closure
Liability Trust Fund., The report noted that private insurance
would have to meet the following standards in order to substitute
for the coverage extended by the Post-Closure Liability Trust
Fund, First, private insurance would have to be available for
all qualifying hazardous waste sites at premiums sufficiently low
to counteract "midnight dumping." Second, the private insurers
would have to be willing to accept an uncertain and potentially
unlimited exposure to liability as defined under CERCLA and any
other law. Finally, private insurance would have to provide
financial assurance for liability and for the monitoring and
maintainance of such sites in perpetuity. The Report concluded
that this type of comprehensive private insurance option is not
feasible now or in the foreseeahle future.

The report did not address whether some sharing of liability
between Federal Government and the private sector would be a
viable alternative to the Post-Closure Liability Trust Fund.
Further, the report was based upon the private insurance market
shortly after the enactment of CERCLA, not the market that exists
today. A forthcoming EPA study of the Post-Closure Liadbility
Trust Fund will address these issues.

H.R. 5640 requires the IRS to refund all taxes paid to the
‘Post-Closure Liability Trust Pund. Such refunds may be justified
on the grounds that the recipients are assuming the post-closure
liabilities. 1In some cases, however, the refunds might
constitute a windfall to those taxpayers who have passed the cost
of the tax on to their customers. Further, the cost of
administering the refund procedure may well exceed the revenues
thus far generated by the tax. As an alternative, if the
Post-Closure Liability Trust Fund is repealed, the revenues could
be transferred to the Superfund to further fund Government
response activities,

DESCRIPTION OF THE GENERAL TAXING OPTIONS RECOMMENDED
FOR STUDY BY THE COMMITTEE ON THE ENVIRONMENT AND PUBLIC WORKS

The Committee on the Environment and Public Works has
expressed the view that the taxing mechanism currently employed
to fund the Superfund should be examined and revised in order to
ensure that the tax burden is shared by a broader class of
chemical producers and consumers. The Committee has also
recommended .that the Superfund taxes be amended so as to avoid
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placing domestic manufacturers of chemical and derivative
products at a competitive disadvantage vis-a-vis their foreign
counterparts. Finally the Committee has recommended that the
Superfund taxes be more equitably applied to the industries and
companies that have created the problems which have made the
Superfund necessary. :

To accomplish these goals, the Committee on the Environment
and Public Works has suggested that the following options for
funding the Superfund be ‘investigated: (1) basing feed-stock tax
rates on the frequency with which the chemicals are found at
Superfund sites; (2) shifting the feed-stock tax to primary and
secondary derivatives of feed-stock chemicals; (3) adopting a
waste-and tax, either on waste as it is generated or when it is
stored, treated, or disposed; (4) imposing a tax on the
transportation of hazardous substances; (5) increasing
appropriations from, general revenues; and (6) imposing a tax on
corporate net receipts or gross profits,

The Treasury shares the view of the Committee on the
BEnvironment and Public Works that the current Superfund taxing
regimen and alternative funding mechanisms, including the options
suggested by the Committee, should be carefully evaluated before
superfund is reauthorized. The Congressionadlly-mandated studies
being conducted by EPA and scheduled for release in December of
this year provide the framework for considering all such options
and for devising equitable revisions to the Superfund taxing
scheme. We look forward to working with the Committee to
reag:horize Superfund next year after this important data becomes
available,

.. This concludes my prepare3i remarks on H.R. 5640 and
additional options for funding the Superfund. I would be happy
to respond to your questions,
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" STATEMENT OF LEE M. THOMAS, ASSISTANT ADMINISTRATOR,
FOR SOLID WASTE AND EMERGENCY RESPONSE, U.S. ENVIRON-
MENTAL PROTECTION AGENCY; WASHINGTON, DC - /%y

The CHAIRMAN. Mr. Thomas. . e
Mr. THoMas. Thank you, Senator. .
Let me briefly try to summarize the testimony which is submit-
ted in full for the record of the committee. ‘ )
First, I would like to indicate to the committee that the objec-
tives of the Superfund program are being fnet. We feel there is tre-
mendous momentum in the Superfund’ am currently. We are
moving forward to deal with the problem, which truly is a large
problem and is complex. ) % od
" We expect to be notified of about 22,000 sites. A major objective
of the program is to identify sites and assess them. And we have
completed that assessment at nearly 10,000 sites. And at those
10,000, we find that about one in three is a hazardous wastesite. At
those sites we do a full field investigation. We have done that full
field investigation at over 350 sites. -~ '~ . .. ‘
The second major objective is to respor;d'to-ani" site which pre-
sents an immediate threat. And we have done that. At over 400
sites, we havé responded with an emergency- F,rogram where it was
an immediate threat to the public health or/the environment. And
of that number, we have completely cleaned up 177 sites. The
others, we have stabilized over 200. We have got a few that are still
“in Ppr , but it's an ongoing program. Any site that presents an
immediate threat, we are xzeeponding or we are assuring that some-
one else is responding. - o e
The sites that present a long-term threat, then, are the ones that
end up on our national priority list. Those are the chronic threats,
the ones that are the most complex sites. We have identified 538
sites. We are going to add to that list next month. It will probably
climb to close to 800 sites. We have estimated that it may get as
high as 1,400 to 2,200 sites by the time we-finish the assessment
process, which we hope will be finished in the next 2 years.
Now of the number we have identified so far, we hdve initiated
action. And by action, I refer to the sites where we actually have

ople in the field. The first stage is detailed engineering ;goﬁ.

*

work is being undertaken at 300.of those sites. And we Jal-
ly have construction underway at oveér 100 of those sites. By the
end of next year, with the budget that you have approved, the ap-
propriation you approve, we should have construction underwgy at
over 225 of those sites. s tnen ) b
The final objective is our enforcément pyogram. And that is ﬁet-
ting the pegple to pay who contributed to the problem. That has
moved significantly as well. We have achieved settlement at over
125 of those sites for over $300 million. That’s money that has gone
to clean up. It has not come out of the Superfund. So when-you
talk about $1.6 billion for the first -5 years, the amount of mone
that will go to clean up under this program will far exceed that. It
will be over $2 billion because of the private money that comes in

- through our enforcement program. '
So the momentum, we think, is signifw@\nd it is at a' pace
which we feel has certainly accelerated about three times as fast as

BEST AVAILABLE COPY
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it was 18 months ago. As a matter of fact, the budget has tripled.
The number of employees has doubled in that 18-month period of
time. Our estimate is that if we tried to maintain that accelerated
pace for the next 5 years, it would cost us about $5 billion to do
so—that’s in inflated dollar—to maintain the kind of pace we are
talking about.

Now turnin? quickly to the bills that have been referred to you.
The House bill, we have major concerns about provisions in the
House bill. It 1goeas far beyond the existing program; adds signifi-
cant additional responsibilities beyond our major responsibility of
cleaning up hazardous wastesites.

The Senate bill certai:;lg is far preferable to the House bill as far
as extension is concerned. And as Mr. Rollyson said, we are all
strongly committed to extension and expansion of the Superfund
program. We hope, though, that that extension and expansion is
done with full information, full review, of the issues. And as you
know, you asked us to complete a series of studies which we are in
the process of completing to give you the information that you and
we would like to have before that process is concluded. And, there-
fore, we have suggested that we conclude that process in the next
year. In the process of reviewing those issues, we feel that several
of the Senate provisions would be reviewed that cause us some con-
cern. A major concern in the Senate bill is the provision of a pilot
victims' assistance program. It goes far beyond the pilot nature of
that program and deals with broad social and physical conse-
quences of victims' compensation, far beyond a five-State pilot.

We feel that you are dealing with a major issue here of whether
we should or should not compensate a particular class of people to
whose concerns we certainly are very s);?(fsathetic, but it’s a major
social issue that we feel the Congress n to consider thoroug !
before that decision is made, whether it's a pilot project or a broad-
er project. And we would urge close attention and review of that
issue. .

Second, it deals with a series of responsibilities that are more
stringent than our current responsibilities to meet certain cleanup
standards and to é)rovide longer term operation and maintenance
assistance to the States. Both of those provisions, we feel, will add
to the cost of the program. So we feel some of the provisions in the
Senate bill that has been referred to you will have additional costs
over and above the cost of the current gl}(t)_gram. As a matter of
fact, we have concluded, even though it's difficult to cost out all the

rovisions, that the Senate bill would probably add $1 to $1% bil-
ion over and above the current cost of the program over a 5-year
period of time.

So if you operated at the pace I suggested earlier, you are talking
about a $6 to $6% billion cost for the program b on the Senate
bill, which is certainly far preferable to the kind of provision from
a cost point of view that we saw in the House bill which we costed
out at about $13% billion.

Now turning finally to the point of the revenue issue. As I indi-
cated to you, obviously, the Treasury Department is the expert in
the administration on that issue. We have been working with them
and other administration agencies to try to conclude the studies
which you asked us to deal with. One of those studies is a major
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study on the tax provisions of the Superfund program. Within that
study, we are dealing with the feed-stock tax that currently exists
and an examination of the history and experience of that, an ex-
panded feed-stock concept, a waste-end concept, and a combination
of waste-end, feed-stock taxes concept. We hope to have that study
concluded at least in draft form the middle of next month. We pro-
vided a good bit of the information to your staff. In addition to that
study, we have a lot of other work underway on that, which obvi-
ously this committee knows is the most complex part of this whole
issue that has to be dealt with, and that is, what is the potential
impacts of any revenue raising issue.

go in conclusion, Mr. Chairman, one, I feel we have got major
momentum under the program which we feel should be continued.
We certainly support reauthorization and expansion of the pro-
gram. And, finally, we hope that reauthorization and expansion
will be done with full knowledge and data, much of which we are
in the process- of trying to gather and provide to you over the
period of the next several months.

Thank you.

[The prepared written statement of Mr. Thomas follows:]
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STATEMENT OF
LEE M. THOMAS
ASSISTANT ADMINISTRATOR
FOR SOLID WASTE AND EMERGENCY RESFONSE
U.S. ENVIRONMENTAL PROTECTION AGENCY
BEFORE THE
COMMITTEE ON FINANCE
U.S. SENATE
SEPTEMBER 19, 1984

Mr., Chaimman, and members of the Camittee, I am lee M. Thamas,
Assistant Administrator for Solid Waste and Bmergency Response with
the ).S. Envirommental Protection Agency. 1In that capacity, I oversee
implamentation of EPA's hazardous waste management regulatory program
under the Resource Conservation and Recovery Act, and the national
hazardous site cleanup program mandated by the Comprehensive Environmental
Response, Campensation and Liability Act (CERCIA) — Superfund,

It is a pleasure for me to be here today to offer ny pgrspective
on our recent progress in implementing Superfund, the direction we are
h_eading _in ocmipg years, and our comments on the bill recently reported
fram t:hs‘Senate_ Committee on Enviromment and Public Works. Additionally,
I would like to bring you up to date on the work we have ongoing within
the Agency with respect to the revenue-raising aspects of CERCIA,

Let me begin by stating the Aduinistration's unequivocal support for the
Superfund program and our commitment to its implementation. Elimination
of imminent hazards caused by uncontrolled hazardous sites using our
emargency authority, and application of the Act's remedial authority to
address long-term hazards at the nation's priority sites are two of this
Agency's highest priorities and will remain so for the years to come.
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1 believe cur record during the past 18 months stands as tangible
evidence in support of owr camitment to Superfund. We have aggressively
gone about the tasks of addressing immediate threats at hundreds of sites
nationwide and initiated long-tem clearup actions at hundreds of other
priority sites.

vhile we are cammitted to reauthorize Superfund in a manner to build
on the momentum already achieved, we believe it is premature to enact
legislation this year, As you are aware, the tax supporting Superfund
does not expire until the end of Fiscal Year 1985, Furthermore, the
Congressionally mandated studfes that will provide the information we
will need to draft our legislative package will not be ready until
Decenber,

18t me review the growth of the program since I came to the Agency.
In FY 1983, the Congress appropriated $210 million for Superfund. Through
the end of that year, we had initiated 202 Fund-financed and private-
party Remedial Investigations and Feasibility Studies (RI/FSs), canprehensive
engineering studies which are the first step in a long-tem clearup. We
also initiated 239 emergency actions to address immediate threats to
health. In FY i984, the budget grew to $460 million, and our program has
expanded accordingly. By the end of this Fiscal Year, we will have work
underway at some 600 sites. Included in this total will be 395 emergency
actions, 301 RI/FSs done by both the Fund and responsible parties, and
construction, including both interim and long-temm remedial measures, at
134 priority sites. During Fiscal Year 1985, the budget will be $620

million, .
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The Superfund program is, in many ways, a construction program,
The planning and design stages of each project are the least costly, but they
build into the program higher costs a few years down the road when qq\_sr_._n‘_acgiopu
tegins. Today, we have initiated more than 250 Fund-financed RI/FS's. Ovér
the next 12-18 months, many of these will move into the more expensive construction
stage. As these constructions came on line, the program's ability to obligate
funds will autamatically grow. '

1ast week, in response to a question by the Chaimman of the Committee
on Enviromment and Public Works, I stated that if you maintained the current
accelerated pace of the program over the next five years, it would cost
approximately $5 billion dollars, This ﬁgure is uninflated and is based on
our current project cost assumptions and includes the costs associated with
the program, such as enforcement costs, research costs, and administrative
expenses.

while the Senate bill contains fewer objectionable provisions than the
House Bill, it, too, contains a mumber of provisions which will impose new
cogts which we do not believe are justified. Allow me to discuss a few of
them.

VICTIM- ASSISTANCE -DEMONSTRATION PROGRAM
The bill reported by the Senate Environment and ‘Public Works Cammittee

contains a new Federal program to provide assistance to individuals who
may have been exposed to and/or injured by hazardous substances.
This provision is of deep and serious concern to the Administration.

We believe it warrants careful scrutiny by this Committee because
it would establish for the first time a right to coampensation fram the
Federal Govermment. Experience with other s ch campensation schemes —

39-919 0 - 85 - ¢
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such as the Black Lung Program —- indicates that once the right to campensation
is established, albeit on a umitod scale, it is virtually impossible to
resist the pressure to expand the program.

Under the bill, the Administrator would be required to select five
States to establish and operate "for not less than a five-year period" a
program of assistance "to individuals suffering injury resulting fram
exposure to hazardous substances.,” EPA would make grants to the States
of from §3 million to $18 million per year (up to a total of $30 million
per year), In turn, the selected States would provide eligible populations
of individuals with

¢ A group insurance policy providing burial benefits where

death is reasonably related with injury, illness or
disease associated with exposure to a hazardous substance;

° A group medical benefits insurance policy paying all

medical expeises (excluding treatment for acciden
injury, routine pregnancy and well baby care) above $500
per year; and

° A group disability insurance policy which appears to apply

to temporary and permanent disabilities, as well as partial
and total disabilities.

However, under same of the criteria for eligibility for insurance
benefits, there does not have to be a direct cause-and-effect relation-
ship between the exposure and a particular injury. In fact, once
eligibility is established the insurance would cover nearly all medical
problems, including those totally unrelated to the exposure. Moreover,
the bill only sets forth the "minimum program to be provided a state
receiving a grant.” A State could run a broader, less restrictive program
if it chose to do so,

Although the program is only authorized at $30 million per ye'ar, there

are numerous factors that indicate it would be virtually impossible to limit
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the program to that level, They include: (1) once free medical and disability
insurance is provided to individuals in the program, it will be difficult to

deny these people benefits after five years; (2) we know of no sound analyses
showing that a State could run such a program within the grant limits provided;
“and (3) the 45 States not selected to have a demonstration program will want

their citizens to receive the same benefits or entitlements as those in neighboring
States that have the program, particularly once the public beccmes aware that
persons in demonstration States are redeiving compensation while much more valid
cases in other States go uncampensated, .

Moreover, the program would provide insurance to same in society
who have been (or might have been) injured through no fault of their
own, but not to others 80 injured. No campelling rationale has been set
forth for the Pederal Government to provide medical and disability
insurance to a person living near a hazardous waste si_u but not to an
equally ill or injured person living in another part of town. This readily
apparent inequity can lead to pressure to expand program coverage beyond
its initial scope == and require Federal resources far beyond those now
‘suggested.

The notion of ouieﬁﬁtim a portion of one class of people who may have
been harmed through no fault of their own and not compensating the rest of that
class raises serious questions of social equity. The threshold : uestion of
whan we campensate and how deserves the closest scrutiny by the Congress beyond
the current debate over Superiund reauthorization. -

In short, we believe that the social and fiscal ramifications of this
proposal are not sufficiently understood and have not been adequately considered.
We hope that the Conmittee will carefully analyze the consequences of this
proposal before reporting on the bill.



78 :

OPERATION AND MAINTENANCE

Under our current program, the fund pays for 90% (or 50% in limited cases)
of. the cost of construction of the long-term m;edy,. with the State paying
108(or 50%). Additionally, the fund pays 90% (or 50%) of the operation
and maintenance of a remedy for one year after the campletion of construction,
with the state paying 10% for that year and 1008 thereafter.

The language of this bill modifies that by expanding the definition
of "remedial action" in certain cases. At sites where there is groundwater
or surface water contamination, and the remedial action includes treatment
in order to restore the mtef to a level that assures the protection of
human health and the enviromment, up to the first five years of that
treatment woulé be considered part of the "remedial action," and the
fund would pay 90% of the costs, with the state paying 108, Once the
water had reached the required level of cleanup, or after five years,
the treatment would be considered "operations and maintemance"™ and would
be paid for under the existing Ot¢M policy.

Although this provision is less cbjectionable than the one in HR 5640,
which provides Pederally financed O&M for an ulimited period, it nevertheless
establishes the principle of providing OeM beyond the current limited
period needed to insure that the remedy works properly. Enacting this
provision would not only create pressure to continue OtM once the 5 year
period expires, but would set a bad precedent for other Federal construction
pregrams.  In most, if not all, other Federal construction programs, such
as thogse for highways and sewage tmat;nent plants, the Federal Government
pays for a major portion of the construction cost but none of the OtM costs.
It has always been considered a State or local responsibility to take care of
of and provide funding for operations and maintenance. The cost of compliance

with this provision is approximately $215 million over the next five years.,
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HEALTH PROVISIONS/ TOXICOLOGICAL PROFILES
As part of the health related responsibility assigned to the Administrator

of the Agency for Toxic Substances and Disease Registry, the bill requiries
a health assessment to be done at all sites on or proposed for the NPL;
authorizes health assesaments where appropriate, at the request of EPA, States,
citizens, physicians, or in response to a petition, and authorizes health
assesaments at RCRA facilitios where necessary. If a health assesmment
indicates the need for a more involved health or epidemiological study, or
the need to establish a health registry, the Administrator of the Toxic
Substances and Disease Registry is required to undertake such action.
Additionally, the Administrator is to develo_p a list of hazardous substances
most ‘frequently found at sites, to gather available information on these
substances, and to develop toxicological profiles of them,

This provision is largely unnecessary and will impose costs without
additional benefit to the public. Health assessments, for instance, may not
be be necessary at all NPL sites as mandated by the provision., PFurthermore,
although the provision is limited to $30 million per year, the potential
cost ot campliance may be far higher,

LONG~-TERM REMEDIES

In choosing a cleanup alternative, the bill encourages the Administrator
to select remedies that provide 1on§-um or permanent solutions to .
hazardoys cms;.ituents found at a site, and states that onsite disposal
without treatment is to be discouraged. In essence, this provision
allows the Agency to consider & more expensive cleanup solution at a

site if it provides a more permanent solution.

oy B
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In addition, the Senate bill requires that all remedial actions, at a
minimum, provide protection of human health and the environment and be
relevant and appropriate under the circumstances. We estimate that
campliance with these requirements in selecting a long-term remedy at a site
ocould increase the cleanup cost per site and require an additional expenditure
of between $500 and $900 million over 5 years.

REVENUE INFORMATT

In 1980, Congress adopted the feedstock tax approach to finance the
Superfund program for a number of reasons, Generally, the feedstock tax
system appeared administratively feasible, reasonably equitable, and certain
to raise the level of funds needed to finance the response and enforoeuen;
actions authorized by the Act.

Congress did, however, recognize that an alternative tax system may
be appropriate for financing a future Superfund program. Consequently,
Oongress mandated under Section 301 that the feedstock system and other
alternatives be thoroughly examined at the end of the initial five-year
period,

The general goal of the 301 (a)(1){G) study is to provide Congress
with an evaluation of alternative iSupertund tax options to assist
lawmakers in reauthorizing the pro'gtan. The study evaluates the effects of the
current feedstock tax as well the feasibility and desirability of alternative
tax systems. We believe this information is vital to detemmining the
appropriate reverue raising mechanism for Superfund and strongly encourage
the Congress to wait to muthor.lz‘e the Act until this study is campleted.
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Tne various tax systems we aré evaluating in the "G" report are
a modified feedstock tax system, a waste-end tax, and a oambination
teedstock/waste-end tax systc;. The criter:la ue have used to evaluate thoae
alternative tax systems 1nc1udos economic h:paccs, equity, econamic
“incentives, revenue genorauon capability, administrative feasibility, and
programmatic effects,

When CERCLA was enacted, few waste sites had been investigated.
Consequently, data were not available to gstabllnh tax rates for individual
substances based on contribution to cleanup. Instead, tax rates were set
by aggregating taxable materials into major groups, with each group's
share reflecting its significance in hazardous waste generation,

Now that many waste sites have been more fully characterized, we are
investigating the possibility of modifying the tax system to reflect more
accurately the likely Fund expenditures. Factors which influence waste site
cleanup costs attributable to hazardous'abstanees include their frequency
of occurrence, volume, concentration, release pathways and persistence.

We have work under way that identifies the substances to be taxed
and establishes a relative contribution, based on the frequency with which
EPA has found each substance at Superfund sites, for taxable substances.
Addttlaalmrkmodstobodomonﬂnomlclmactottmmesm

—industry, the balance of trade effects, the impact of the taxes on the

States' ability to rai_gg revenue, and the ability of the industries directly
taxed to pass the tax through to their customers. Our 301(G) study will provide
same of the information on these subject, and we have additional analyses

: duoing to supplement the study.,

oy
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Adaitionally, we have under way at the Agency a work group charged
with the responsibility of analyzing the wasté—end tax and developing a
scheme that is administratively feasible and serves to camplement our

ongoing hazardous waste management program,

OONCLUSION

In closing, Mr. Chairman, let me restate this Administration's
unqualified camitment to Superfund reauthorization next year., However,
we believe that it is premature to reauthorize Superfund until the
Administration has completed the Congressionally mandated studies and sub~
mitted its recommendations to the Oongress.

1 appreciate the opportunity to be here and will be happy to
answer any questions you may have. Thank you,

The CHAIRMAN. One of the questions or statements made of a
previous witness is that there is going to be a shortfall next year if
we don’t take action this year. Are either one of the witnesses pre-
pared to answer that question? Let’s say we don’t do anything until
June, July, or August of next year. We won'’t be here in August of
next year, I guess.

What problem does that present to the States? There have been
resolutions from the Governor’s Association. Is that a problem? Do
you see that as a problem?

Mr. THoMAS. As far as having available funds next year to do the
work that needs to be done next year, our projection is that the
budget that Congress approved is sufficient, which is $620 million,
nearly $200 million more than we received this year—sufficient to
do the work that needs to be done in fiscal year 1985.

I think some of those resolutions and some of the comments have
been directed more toward anticipating what would happen in
- 1986. We don’t anticipate a revenue shortfall next year.

The CHAIRMAN. I think you are correct in your last statement.
But would it, in fact, slow down some of the efforts based on the
anticipation of more money coming into the fund?

Mr. Tuomas. The projections that we have made have to do with
assumptions that the program would be continued beyond Septem-
ber 30, 1985.

The CHAIRMAN. But at a higher level, I assume.

Mr. THOMAS. Yes, sir.

The CHAIRMAN. Now as I recall, we mandated a study in, what,
1980? You are about ready to complete that study, are you not?

Mr. RoLLysoN. That’s the study that Mr. Thomas alluded to. It
has been more of a joint study than just a Treasury study. But we
have developed a great deal of time to it, and the study, as Mr.
Thomas indicated, will be ready in a draft form in a very short
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while, in a couple of months. And we do anticipate having it fully
ready tgﬂthe end of the year.

The CHAIRMAN. Well, even though it's not in final draft, do you
pretty much know now what the final draft is going to contain?
And do you have the information available so we wouldn’t have to
wait until the end of the year?

Mr. THomas. The majority of the data, if not all the data, we
have got in those studies has been shared with committee staff as
we work through this process. And we are still at a point of pullin
together final conclusions. Beyond those studies, we also have wor
groups that are trying to work through associated issues. For in-
stance, we have looked at the whole waste-end tax issue. The
waste-end tax issue is a very complicated issue.

We have a work group that is in the Agency that is trying to
work through associa issues of the operational 'impact of a
waste-end tax, where we have got our hazardous waste regulatory
staff working with our policy staff on what would be the operation-
al impact of that waste-end tax. -

So that kind of information won’t be concluded in this study
period. We have got work beyond those studies. But I thipk the ma-
,K)rity of the data in those studies have been shared with staff as we

ave gone through this process. :

The CHAIRMAN. Senator Long.

.Senator LoNG. No questions.

The CHAIRMAN. Senator Roth. :

Senator RotH. Thank you, Mr. Chairman.

In a sense, I would like to go back to a question raised by the
chairman about the urgency of acting this year. What is the down
side? What won’t you be able to do if we fail to act this year? For
example, I have a couple of sites in my own State, among the 10
worst. Will you have adequate money, if we fail to move, to take
care of these situations? '

Mr. THomAs. We will, Senator, have the money to deal with all
the sites that we can manage for next year. That was the $620 mil-
lion that has been appropriated. That means any site that presents
an immediate threat, we will be able to take action. Any site that
presents a chronic threat is on an action work plan for next year,
already identified.

If we got additional money over and above the $620 million, I
don’t see how we would be able to spend it next year effectively.

Senator RotH. The second question I would like to ask you is
what will be the impact of either the Senate proposal or the House

roposal on the chemical industry. We are talking about going up
rom $1.4 to, what, $7% in the Senate, $10 billion? Is that a fairly
substantial tax increase?

Mr. RoLLysoN. It is a substantial tax increase. I think, Senator,
the answer to that question is unclear. As we understand it, the
chemical market is dominated by a relatively small number of
companies. To the extent that they do have such market domi-
nance, they are in a better position to pass on that tax increase
than would a taxpayer who is in the extremely competitive market,
as long as the tax increase is imposed upon all of the players in
that market. So if the increased tax is shared bK all of the chemical
companies competing in that market and they dominate, that
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group of companies dominate, the U.8, market, then they cgn prob-
ably pass on most of that tax. But I ¢hiflk that is an issue that can
be further studied. And it is impossjble to say with certainty; what
the impact will be on any given com . N
Senator RotH. There has been, -according to the Washington
Post, a loss of, what, 50,000 jobs in"the chemical industry over
recent years? e ' -
Mr. RoLLyson, I think there has been' b significant loss in jobs in
the chemical industry. My understanding is that most of that loss
. derives from the fact of competition; arising in the Middle Best
:!ifre they have low-cost products, and the strong value of the
ollar. —_— LrooETw . ’
Senator RotH. My State, obifigysly,‘ 15 a home of much of the
chemical industry. And, obviously,;]'m veriv concerned about ahy-
thing that has a negative impact 'on jobs. I happen to be a strohg
believer in the Superfund, and that i$ qfight to be substantially in-
Mr. RoLLYSON. It would certainly have some impact, Senator. I
think it is very difficult to quantify that-impact. :
Senator RotH. Would it be signifjcant? A
Mr. RoLLYsON. On particulat-tgfhpanies, it could be. -~ . %
Senator-RotH. Thank you, MF. Ghairman. %
The CHAIRMAN. Senator Bentsen.: - o
Senator BENTSEN. Thank you, Mr. Chairman. s
What concerns me, Mr. Rollyson, is that I feel very stronjly we
have to reauthorize Superfund and the legislation on it, and that_
we ought to be moving on it now. We have known this for a long
time. i &
Now when this study was authorizéd back in, I believe it was
1980, and you told us in your testimdny €arlier that you've had an
intense interest and the administration ha§jeen very active trying
. to resolve these things. Here it is the 11th:h8ur. My concern is that
we ar: acting without an analytical foundation as to the’economic
impact. : .
e ought to have that information. I don’t think that’s planning
ahead the way you should have. I think that ought to be available
for us. I want to see us move on Superfund. I want to-get. it passed.
It's important to the States, my State, and'to the Nation ifi"trying
to clean up these waste sites. It has to be a high priority. . 5 e
By the same token, what was done previously was somgiﬁlng for
administrative ease, not for equity. Now. when they tdlk-in the
House bill about rebating for feedstock  shipped overseas, that
doesn’t take care of the problem .betause we have to get to the de-
rivatives. If you have a situation: where a company here is using
the feedstock and handling the derivatiyes, the problem is in the
export competition. And it has to be a vé¥y serious problem. &,
have had my staff working, as other' members of this commit-
tee, trying to find a way to spread this tax' and to make it more
uitable. And we need to help .in that regard. I must say I'm not
pleased to see us after three years not coming up withtter an-
swers than I am seeing proposed. Eas
Mr. RorLyson. If I might respond to two points that you:raised.
One is our timing of the report. It was mandated by, Congress, and
we are trying to adhere to that schedule. & -~ - : .
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~ Senator BenNTseN. Come on, Mr. Rollyson. That doesn’t mean
that you wait until the last day or that you have to. There is no
mandating you waitin%:ntil the last day.

Mr. RoLLysoN. No, Senator, we are not. If I may finish that. A
lot of the data that we are in the process of digesting does relate to
various States’ experiences with various waste end taxes. Most of
those state waste end taxes have been in place for a relatively
short period of time. Therefore, we do not have a great deal of in-
formation relating to the various state experiences with waste end
tgx:s And because of limited data, it is hard to extrapolate from
that.

We have spent a great deal of time looking at various waste end
tax proposals. Waste end tax proposals that we have looked at and
that we have considered, do have various problems with them,
which I will try to elaborate on if you would like me to.

But I think to respond to your point, and also to respond to our
concerns about the administrability of the tax, if the committee is
interested in looking at a significantly broadening of the base for
this tax, which I think is one of the principal concerns.

Senator BENTSEN. You have heard it around this table.

Mr. RoLLysoN. Then I think that broadening is better obtained
by, in effect, larger appropriations from general revenues. The
broadening through of a waste end tax is not going to be a signifi-
cant broadening of the tax as we will still try to target particular
users and abusers, if you will, of the hazardous products. That will
be very difficult to administer. And it may present the same type
of equity problems that you are concerned with.

So I would suggest that if you are interested in a freat expansion
or broadening of the base for the tax, that you would consider seri-
ously looking hard at lar}glf; shares of general revenues.

Senator BENTSEN. I think, frankly, that's part of where it is
going to end up. :

The CHAIRMAN. Senator Chafee.

Senator CHAFEE. Thank you, Mr. Chairman.

Mr. Thomas, you testified before the Environment and Public
Works Committee on the 12th of this month that an extension of
the Superfund would cost $5.2 billion a year for the next 5 years.
Now that figure did not include anything for inflation, did it?

Mr. THoMmas. No, sir, it didn’t.

Senator CHAFEE. And it didn’t include anything for cost increase.
For example, it’s my understanding that you anticipated originally
that it would cost $6% million per site.

Mr. THoMAs. That'’s the figure that is used in the $5.2 billion.

Senator CHAFEE. In the $5.2 billion.

Mr. THoMas. Yes, sir. Eighteen months ago, we were using a
figure of $4 million per site. As we have gained additional axperi-
ence with sites over time, we have found they are costing more

than we originally thought.

Senaborns::\m. And, indeed, the costs really constantly in-
crease, do they not?

Mr. THomAs. They have.

Senator CHAFEE. So I think we could anticipate that that $6%
million is on the low side.
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Mr. THoMAs. Certainly as far as inflation is concerned. And it
may for other reasons, just as you have indicated.

S};nator CHAFEE. Yes. So the point I'm making is that your $5.2
billion figure, that’s based on the current Superfund program. In
other words, none of the other measures that have been considered,
such as victims’ com;;ensation and so forth are included.

Mr. THoMAS. That's correct. That $5.2 billion program was based
on continuing the existing program at the accelerated pace for 5
years, uninflated. And I emphasize to add, as I did before the Envi-
ronment and Public Works Committee, that we have made a series
of assumptions there. Because of the limited experience we have,
we assumed how many sites, how much a site will cost, how many
sites will be financed by private parties versus out of the fund, how
much money will be through cost recovery.

At this point in time, I would say a number of those assumptions
are fairly soft. Two years from now I will give you probably a much
better figure than I will give you today. But at this point'in time,
our best estimate is the $5.2 billion.

Senator CHAFEE. The point I'm making here is not to belittle
our projections, but merely to say that they are on the low side
ased on experience and inflation.

Mr. THoMmAs. Although, Senator, there are things that could
haé)pen that could make that on the high side. Certainly not for
inflation, but if our enforcement program was more successful, if
we turned out not to have as many ground water problems as we
have had in the first 3 years of the program, whatever—particular-
ly enforcement side. It has really picked up momentum. If it con-
tinues like it’s going, we could say that's the high side. I just
hasten to throw that caveat in there.

Senator CHAFEE. Well, let me also say that the ground water
problems are far more complicated than we ever anticipated.

Here is my concern. The suggestion is, to wait to reauthorize the
program because you are going to have enough money, you antici-

ate, to get through the next fiscal year until September 1985.

us we could reauthorize it next year some time, as the chairman
suggested, in July or September or whenever it is. You pointed out
that you have got enough to get through this year, but that’s not
on an accelerated basis. Am I not correct? In other words, that’s
not stepping up to the $5.2 billion scale that you yourself say is
necessary.

Mr. THoMAS. No, it is. The amount of money available next year
is on the accelerated pace which we initiated, which would contin-
ue. The program is growing.

Senator CHAFEE. In other words, you would be gearing up for
that accelerated pace.

Mr. THoMAs. We already are. And I guess the point I would
make to the criticism about the fact that if you reauthorize at the
11th hour next “}rear, what would we do as far as turning the pro-
gram around. We wouldn’t turn the program around. We turned
the program around already. We are expanding it as fast as I think
we can expand it. We have doubled the staff, tripled the budget in
18 months. That is going up as fast as I think we can go up and
manage it. And next year, we are continuing to go up. I mean it's
going up $160 million.
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Senator CHAFEE. In the next fiscal year, under the current pro-
gram, how much will you be spending?

Mr. THOMAS. $620 million.

Senator CHAFEE. Six hundred and twenty million. And you say
that will be gearing you up for spending a little over a billion per
year in the following 5 years.

Mr. THoMaAs. That’s correct.

lStc;nat;r CHAFEE. And you think that is shooting you into that
plateau

Mr. THoMAS. Yes, sir, the key thing on Superfund when you cost
out the out years, it's when your major construction projects are
going to be ready to come on line.

It's like any big construction program when you look at costs. We
are averaging about 3 years from start to finish, the start being the
start of the engineering phase, the finish being when we have our
cleanuf remedy in place.

So it you start the engineering study, our average cost there is

- $760,000 to $800,000 for the engineering study, but 18 months later
you are ready to start the design. Six months after that, the con-
struction. Your construction cost is running $6% to $7 million per.
So we are on an accelerated pace. And you will see the amount of
money increase until it levels off. And that is until we are starting
the same number of projects that we are completing.

Senator CHAFEE. Let me ask Mr. Rollyson a question about the
waste-end tax. What are some of the problems with that? That
seems like a ible route, a possible source of funds. Now what
are the difficulties there?

Mr. RoLLysoN. Well, Senator, it is an extremely attractive con-
ceptual tax because we would all be very fond of 1mposing the tax
on those who are creating the problem. It certainly has a great
deal of initial appeal.

The problems, however, fall into several categories, which—to
tell you the categories first and then elaborate upon them, if you
wish—is, one, insufficient knowledge of the degree of hazard of the
relative chemicals and the manner of disglgl:ing of those chemicals.
Two, a possibility of decreasing revenues. Three, a possible increase
in the incidence of what is known as midnight dumping. And, four,
serious problems of administration by the Internal Revenue Service
because of now thrusting upon it the responsibility of bein%able to
define and administer what are hazardous chemicals and what con-
stitutes a disposition or a disposal of those hazardous chemicals.
There is a lot to be said in each of those categories, if you would
like me to go further. ~

But those are the four principal areas.

Senator CHAFEE. Well, I see the problems of increasing midnight
dumping. But just briefly touch on what are the difficulties you say
with the IRS and the collection problem.

Mr. RoLLysoN. Well, most of the waste-end taxes that have been
structured would require, of course, the Internal Revenue Service,
the one to administer that tax. And the Internal Revenue Service
would then have to have the responsibility of defining what is a
hazardous chemical, which would mean that the Internal Revenue
Service would have to get into the business of doing what the EPA
is really much more attuned to doing. And that is you would create
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an extreme overlap of responsibilities, which I am afraid, would in-
creasingly be inconsistent between the Internal Revenue Service,
because 1t would have certain objectives, and the Environmental
Protection Agency, which would have certain other objectives.

Senator CHAFEE. Don’t spend too much time on that because I
just think you can cover that problem. The EPA could set forth the
definitions and, indeed, could even do the collection if need be. I
don’t see why that’s such a big challenge.

- Mr. RoLLYSON. In addition, most of the taxes also involve a prob-
lem with defining, in fact, what is a qualified or proper disposal as
opposed to an improper disposal. The Internal Revenue Service is
not equip to, one, define that or to know what a qualified dis-
is. Most of the taxes would exempt from the tax a recycling
of the chemicals. They would also exempt from the waste end tax
certain store;ge of the chemicals, certain recycling and certain
treatments of the chemicals. And that poses enormous administra-
tive problems, which I think the result would be that the waste-end
tax—and you must remember that the objective of a waste-end tax
is to alter behavior, to make people stop doing something that they
have been doing wrong. Therefore, you necessarily, if the tax
works, face serious decrease in the tax.

So if you are looking at this as a way to raise revenues, it's not
the ideal way to raise the revenues. If you are looking at this as a
fee for, if you will, punishing——

Senator CHAFEE. Well, except you are achieving the goal of re-
ducing the disposal of such waste.

Mr. Thomas, do you see all these problems?

Mr. TaoMmas. 1 guess from our point of view we have tried to
focus our review on the operational implications of imposing the
tax, if your objective is to use it as a disincentive for poor practices
as far as disposal is concerned, and we are trying to work through
that. I mean all the issues that Mike has indicated are certainly
there, but as we get our operational people involved, you into
things like, well, if you impose the tax say on underground injec-
tion, and depending upon what size tax you im , what is the
impact of that tax going to be. Is it going to be that you are going
to shift away from underground injection of waste? Are you going
to shift it over into an impoundment for evaporation purposes that
may present more lFroblems to you than what you were doing in
the first place? Or if you put your tax maybe too heavy on one part
of the disposal community, the waste-generation community, out
there, will you, in fact, push them to improper disposal as opposed
to a better method of disposal? SRR

Those are the kind of questions are trying to work through. And
the difficulties we are having in understanding is what would be
- the implications of imposing a tax at one particular point in the

g}lls%osag process, and what are the margins as far as the behavior

at you——

The CHAIRMAN. Could you summarize that?

Senator CHAFEE. Well, I have got it. There are a lot of problems
with it. Thank you. [Laughter.]

The CHAIRMAN. Senator Mitchell.

Senator MiTcHELL. Well, Mr. Thomas, I would like to pursue the
line of questioning that Senator Chafee started with. In 1981, the
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EPA estimated the cost of future remedial action at $2% million
per site. Isn’t that correct?

Mr. THoMAs. I believe they did start at that point, Senator.

Senator MiTcHELL. In 1983, the EPA revised its estimate up to
$4Y million a site. Isn’t that correct?

Mr. THomas. Yes, sir. _

Senator MiTcHELL. And in 1984 the EPA again revised its esti-
mate u'szard to $6%2 million per site. Isn’t that correct?

Mr. THOMAS. Yes, sir.

Senator MiTCHELL. And yet in you:frojection of the future cost
of the program, you have not assumed any increase in the cost of
action at each site over the next 5 years. Isn’t that correct?

Mr. THomAs. That's correct.

Senator MrTcHELL. Second, as Senator Chafee pointed out, you
have not made any allowance for inflation over the next 5 years.
Isn’t that correct?

Mr. THoMAs. That’s correct.

Senator MiTcHELL. And, third, the EPA, under the Superfund,
possesses authority to do other than simply clean up sites. Does it
not? For example, you have authority to respond in the event of
damage to natural resources. Isn’t that correct?

Mr. THomas. Yes, that's correct, Senator.

Senator MiTcHELL. And, in making your ;,)ro'ection, you have as-
sumed no expenditures for that purpose. Isn’t that correct?

Mr. THoMAS. I'm not positive about that. I don’t believe they are
included in there, Senator. SR

Senator MrTcHELL. That's right. And the fact of the matter is
that there are now pending 2,700 million dollar’s worth of claims
previoq?sly made against the fund under that provision. Isn’t that
correct

Mr. Tuomas. There have been claims submitted against the fund
which we don’t feel have been valid claims up to this point.

Senator MiTcHELL. Right; so you make a projection of $5 billion,
you don’t take inflation into account, you don’t assume any in-
crease in the cost of cleaning up per site even though in the last 3

ears you have had to increase your estimate from $2% million to

6% million a site, and you assume no expenditures from the other
provisions of the fund. That's why, I think, Mr. Thomas, an argu-
ment can reasonably be made that you have come in with a very
conservative, indeed, what in the trade would be known as as low
ball estimate.

Mr. THomas. Well, certainly on the inflation side, and I think we
have always said that right up front. But I think the per site cost is -
fairly accurate. Certainly as we have gained more experience with
the program, we are much more confident of our figures now than
we werein the early days of the program where we were making
estimates.

The natural-resource-damage claims, I believe, is the only compo-
nent under the act that we haven't incorggrated into that. In other
words, we took into account the cost of H S doing the health work
" in those—all the other components of the program.

Senator MrrcHELL. I noted with interest the lengthy portion of
your statement devoted to the victim-compensation program. That,
of course, is a regulatory part of the program that is within the ju-
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risc!?iction of the Environment and Public Works Committee, is it
not’ .

Mr. THoMAS. Yes, sir.

Senator MircHELL. And that committee approved that by an
overwhelming margin last week, did it not?

Mr. THOMAS. Yes, sir.

Senator MITCHELL. And I just want to say, Mr. Thomas, that I
think your statement on that is one of the most egregious examples
of circular reasoning that I have ever seen. The administration is
strongly opposed to a national program of victim compensation.
Isn’t that correct?

Mr. THoMAS. I think the administration feels there are major
issues that need to be reviewed in the whole issue of victims’ com-
pen}sl;ation, and that we don’t feel this mechanism is the way to deal
with it. :

Senator MITcHELL. You are opposed to it now, are you not?

Mr. THoMAS. We are opposed to this provision, certainly.

Senator MrrcHELL. So I came forward with a very modest pro-
gram in a limited scope to try to establish through experience the
data necessary to develop a program of that type. And you come in
here and oppose that on the ground that it doesn’t provide compen-
sation for everybody. You oppose a program that provides compen-
sation for everybody and then you argue against a limited program
by saying it’s