(This ADEQ document matches the official rulemaking published at 4 A.A.R. 3891)
NOTICE OF FINAL RULEMAKING

TITLE 18. ENVIRONMENTAL QUALITY
CHAPTER 12. DEPARTMENT OF ENVIRONMENTAL QUALITY

UNDERGROUND STORAGE TANKS

PREAMBLE
Sections Affected: Rulemaking Action:
R18-12-705 Amend
R18-12-706 Amend
R18-12-707 Amend
R18-12-710 Amend
R18-12-712 Amend
R18-12-714 Amend

The specific authority for the rulemaking, including both the authorizing satute

(general) and the statutes the rules ar e implementing (specific):

Authorizing statute: A.R.S. § 49-104(B)(4)

Implementing statute:  A.R.S. 88 49-1015, 49-1071, 49-1072

The effective date of therules:

Effective on the date filed with the Secretary of State.



>

A ligt of all previous notices appearing in the Register addressing thefinal rule:

3 A.AR._3368 , November 28, 1997 (Notice of Rulemaking Docket Opening)

Vol. # Page # Issue date

4 AAR _99 , May1l 1998 (Noticeof Proposed Rulemaking)

Vol. # Page # Issue date

The name and addr ess of agency per sonnd with whom per sons may communicate

regarding the rulemaking:

Name: George Tgolis or Martha Seaman

Address: 3033 North Central Avenue
Phoenix, AZ 85012

Telephone  (602)207-2222

Fax: (602)207-2251

TDD: (602)207-4829

An explanation of therule, including the agency’sreasonsfor initiating therule:

Aagency’s Ressons for Initiating the Rule

Pursuant to A.R.S. § 49-1072 and R18-12-702, the Department may grant money from the

Underground Storage Tank (UST) grant account to UST owners or operators to cover costs of (1)

UST retrofitting or replacement to meet UST upgrade requirements, (2) permanent UST closure,
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(3) replacement of anon-complying UST with asound UST of equa or smdler volume, (4)
necessary and reasonable UST corrective action work not covered under the UST State
Assurance Fund (SAF), (5) demolition work absolutely necessary to perform the eligible UST
project, and (6) expedited departmental review of work plans, reports, and other documents

designated under A.R.S. § 49-1072(A)(4).

The purpose of thisfina rulemaking isto darify that (i) UST owners or operators may submit a
grant application to the Department before or after commencement or completion of the work
that isthe subject of the application; (i) proof of a contract performance bond, contractor’s
insurance policy, mechanic' s lien, and contract, if required under the rules, may be submitted
before or after commencement or completion of the work; (iii) failure to provide proof of a
contract performance bond, contractor’ s insurance policy, mechanic’ slien, and contract, if
required under the rules, will result in forfeiture of the grant issue; (iv) if a contract performance
bond is required under the rules, then it must follow American Indtitute of Architects surety bond
form A311 covering 2 years from the date on which finad payment under the contract falls due;

(v) proof of acontract performance bond is not required for a SAF-related grant application; (vi)
proof of contractor'sinsurance policy need not include coverage for pollution liakility if the
goplication isfor a SAF-rdated grant; (vii) proof of 3 bidsis not required for a SAF-related grant
application; (viii) awork timetable is not necessary for work that is aready completed; and (ix) 25

priority ranking points shdl be alocated to aloca government whose fund baance is negative.

B. Section-by-Section Explanation of The Find Rules
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1 R18-12-705. Grant Application Process - Subsection A

R18-12-705 provides an overview of the UST grant application process but does not make clear
the consequences of failing to contract with a properly insured and bonded service provider to
perform thework. Itisnot until R18-12-714(D), at the very end of the rules, that the
consequences of such failure are made clear. Thefind rules repeat the warning at R18-12-714(D)
up-front at R18-12-705(A). If R18-12-707 requires the applicant to contract with a properly
insured service provider under a contract performance bond, and to provide proof of the
contractor's insurance, performance bond, mechanic’s lien, and contract, then the applicant must
do so not later than 60 days after receiving the Department’ s notice of grant issue, otherwise the

grant issue shdl be forfeited.

2. R18-12-705. Grant Application Process - Subsection B

Thefina rulemaking renumbers R18-12-712(1)(a) as R18-12-712(B)(1). Accordingly, find R18-

12-705(B) which refersto that rule reflects the renumbering.

3. R18-12-705. Grant Application Process - Subsection F

A.R.S. 88 49-1071 and 49-1072 and R18-12-705 do not make clear whether the Department may
consder agrant gpplication submitted after commencement or completion of the work that is the
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subject of the application. However, a the time the legidature enacted A.R.S. 8 49-1072(A)(2)
which alows grants to cover the cost of corrective actions not covered by the SAF, the
Department made most of its SAF payment determinations under reimbursement after
completion of the work. Therefore, the legidature must have anticipated that calculations of the
grant amount necessary to cover the cost not reimbursed by the SAF aso would be made after
completion of the work. It follows that gpplications for SAF-rdated grants may be submitted

before or after commencement or completion of the corrective action work.

Arguably, the legidature did not intend to treat grant applications for the other types of digible
work differently, otherwise it would have darified the difference in the law. Accordingly, grant
goplications and application resubmissions regarding UST retrofitting or replacement to meet
UST upgrade standards, permanent UST closure, replacement of a non-complying UST with a
sound UST of equa or smaler volume, demolition work absolutely necessary to perform the
eligible project, or expedited departmenta review of documents designated under A.R.S. § 49-

1072(A)(4) dso may be submitted before or after commencement or completion of the work.

Find R18-12-705(F) makes these clarifications.

4. R18-12-706. Grant Application Contents - Subsections B and C

R18-12-706(B) describes background information required in agrant gpplication. The current
verson of R18-12-706(B)(5) states the application shdl contain "[tlhe UST owner identification
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number assgned by the Department to the person who owns the facility where the digible
project will be conducted.” Thisrule language may convey the impresson that a grant
gpplication may not be submitted once the work has commenced. Such an impression would be
incong stent with the legidature s intent, discussed above, that grant gpplications may be
submitted before or after commencement or completion of the work. Final R18-12-706(B)(5)

resolves the incons stency.

R18-12-706(C) describes additiona background information required in agrant gpplication. The
current verson of subsection C states the * gpplication shdl contain al of the following

information regarding the facility at and UST on which the digible project will be conducted”
(emphasis added). This rule language dso may convey the impression that a grant application
may not be submitted once the work has commenced. Again, such an impression would be
inconsstent with the legidature s intent, discussed above, that grant gpplications may be
submitted before or after commencement or completion of the work. Fina R18-12-706(C)

resolves the incons stency.

5. R18-12-706. Grant Application Contents - Subsection D

R18-12-706(D) describes the substantive components of a grant application. The current verson
of R18-12-706(D) indicates that grant applications must include proof of 3 contractor bids for the
work that is the subject of the gpplication unless the gpplication is for an expedited review of
documents designated under A.R.S. 8 49-1072(A)(4). The purpose of this bid requirement isto
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enable the Department to verify that the cost of the work which will determine the grant amount
isinline with industry standards and is not unreasonable. However, if the grant gpplication isto
cover the costs of necessary and reasonable corrective action work not covered under the SAF
program, the SAF program will determine whether the costs are necessary and reasonable.
Accordingly, an gpplication for a SAF-related grant does not need to include the proof of 3 bids.

Finad R18-12-706(D)(2), (3), (4) and (6) effects this darification.

The current version of R18-12-706(D)(7) describes the substantive components of a grant
gpplication for expedited review of documents designated under A.R.S. 8§ 49-1072(A)(4). Find
R18-12-706(D)(7) removes amisimpression that subsections (E) through (1) apply only to
goplications for expedited review. Additiondly, find R18-12-706(D)(7) darifiesthat the
gpplication mugt identify the documents that are the subject of the request for expedited review.
Findly, find R18-12-706(D)(7) makes clearer that the Department shall measure such requests

againgt aschedule of review costs for each type of document.

6. R18-12-707. Work Plan - Subsection A(2), (4), (5)

R18-12-707(A) describes the required contents of awork plan that accompanies a grant
goplication for ingalation of leak detection, spill and overfill prevention or corrosion protection
systems, or for replacement of a non-complying UST with aUST of equa or smdler volume.
The language at subsections (A)(2), (A)(4), and (A)(5) currently states that the work plan must
contain a plan “that includes specific actions to be taken,” specifications “for al equipment to be
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installed,” and, where corrosion protection isinvolved, supporting documents demonstrating the
effectiveness of the system “whereit will be operating” (emphasis added). Thisrule language
may convey the impression that a grant application must be submitted before the work has
commenced. Such an impresson would be inconsstent with the legidature s intent, discussed
above, that grant applications may be submitted before or after commencement or completion of
thework. Find R18-12-707(A)(2), (A)(4), and (A)(5) resolves the incongstency.

Additionaly, find R18-12-707(A)(5) revises the current verson to clarify that an engineering plan

is necessary only for the ingalation of a cathodic protection system.

7. R18-12-707. Work Plan - Subsection A(3)

R18-12-707(A)(3) currently states that the work plan that accompanies a grant application for
ingallation of leak detection, spill and overfill prevention or corrosion protection systems, or for
replacement of a non-complying UST with aUST of equa or smdler volume must contain a
“timetable for the incrementd steps and completion of the project.” The unquaified requirement
of atimetable may convey the impression that a grant application must be submitted before the
work has commenced. Such an impression would be inconsstent with the legidature s intent,
discussed above, that grant applications may be submitted before or after commencement or

completion of thework. Final R18-12-707(A)(3) resolves the incons stency.

8. R18-12-707. Work Plan - Subsection A(6)




R18-12-707(A)(6) currently states that the work plan that accompanies a grant application for
ingallation of leak detection, spill and overfill prevention or corrosion protection systems, or for
replacement of a non-complying UST with a UST of equd or smaller volume must include proof
of a performance bond for completion of the contract. Find R18-12-707(A)(6) qudifiesthat the
proof of contract performance bond must be an origina or duplicate of an American Indtitute of
Architects bond form number A311. Form A311 specifiesthat any suit under the bond may be
filed up to 2 years following the date on which fina payment under the contract fals due. Form
A311 isreadily available through most surety companies, and its 2-year requirement is an
industry standard which should be codified in the rules to promote consstency and avoid

confusion.

9. R18-12-707. Work Plan - Subsection B

R18-12-707(B) describes the required contents of awork plan that accompanies a grant
gpplication for necessary and reasonable corrective action costs not covered by the SAF. Under
the current language, the work plan must include the information required at R18-12-607.01 for
obtaining pre-agpprova under the SAF program, as well as proof of contract performance bond,
mechanic’s lien, contract, and contractor’s generd liability insurance including coverage for

pollution lihility.

Find R18-12-707(B) diminates the requirement of information required specificaly under R18-
12-607.01, in reliance on final R18-12-706(D)(6). Fina R18-12-706(D)(6) requires the SAF-
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related grant gpplicant to submit copies of applicable SAF direct payment or reimbursement
determinations aready issued by the Department. In Situations where the SAF program has not
yet made adirect payment or reimbursement determination, the SAF-related grant applicant
would have to submit awritten statement that the applicant has applied for a SAF pregpprovdl,
direct payment, or reimbursement determination. The grant program would then commit monies
to cover the copayment or deductible amount stated in the SAF gpplication on file with the
Department, which would remain committed (subject to the requirements at R18-12-714(D))
pending receipt of the direct payment or reimbursement determination required under find R18-
12-714(B)(2). Under find R18-12-714(B)(2), the Department shall not pay the committed SAF-
related grant monies until it receives the actud copy of the SAF direct payment or reimbursement

determination in addition to the invoices for that work.

Additiondly, find R18-12-707(B) €iminates the requirement that an SAF-related grant gpplicant
submit proof of a contract performance bond. Such proof is not essentia because 1 purpose of a
bond, which is assurance that the corrective action will be performed, will dready have been
largdy stisfied by the gpplicant's stisfaction of the digibility requirements for participation in

the SAF program. Those digibility requirementsinclude providing proof of financid

responsbility as specified in 40 CFR 280 subpart H which provides the assurance that the
corrective action will be performed. Moreover, requiring a contract performance bond on a
corrective action for which the SAF program is paying 90% of cogsis counterintuitive as a

contract performance bond is not a condition of SAF coverage.
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Findly, final R18-12-707(B) eiminates for SAF-rdated applicants the requirement that the
contractor’s generd ligbility insurance policy must include coverage for pollution lighility,

because mogt if not dl insurers will not provide coverage for pollution ligbility & a known LUST
gte. (Thistype of insurance is not the same as insurance obtained in satisfaction of the financia
responsibility requirements. The insurance obtained by the UST owner or operator in satisfaction
of the financia responsbility requirements merdly insures againgt damages resulting from UST
leaks and assures that the necessary corrective action will be done. The contractor's insurance
required under the grant program goes 1 step further, by insuring so againgt damages that may

result from the actual work performed by the contractor.)

10. R18-12-710. Feasbility Determination - Subsection A

R18-12-710(A) specifiesthat the Department's review of a grant request to upgrade or replace a
UST for corroson protection shdl determine the feasibility of an upgrade before it commits the
grant funds to the project. The current version of the rule requires the Department to baseits
feashility determination on areport of an internad UST ingpection of the existing UST conducted

in accordance with American Petroleum Ingtitute publication 1632, "Cathodic Protection of
Underground Petroleum Storage Tanks and Piping Systems', (December 1987, Supplement
March 6, 1989). The referenceisincorrect, as publication 1632 is not applicable to the conduct of
such an ingpection. The find verson of the rule replaces this reference with the correct reference,
1631, "Interior Lining of Underground Storage Tanks," 2nd edition (December, 1987), which

does gpply to such an inspection. Additiondly, the fina verson of the rule deetesthe
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requirement that the contractor certify the feashility determination was made in accordance with
publication 1631, asit is the Department and not the contractor that must make the feasibility

determination.

11. R18-12-712. Criteriafor Determining Priority Ranking Points for Applicants That

Are Loca Governments

R18-12-712 specifies how the Department shal rank gpproved grant applications for priority of
payment. However, the current rule language fails to indicate how many points the Department
shdl alocate to alocd government applicant whose fund baanceis negative. Find R18-12-712
specifiesthat 25 points shdl be dlocated in such ingtances (compare with current R18-12-
711(B)(3)(a)). Additiondly, fina R18-12-712 renumbers the subsections to make thelr

desgnations congstent with the a phanumeric designations in the rest of the grant rules.

12. R18-12-714. Grant Issuance; Notification; Payment - Subsection A

R18-12-714(A) currently specifies the Department shdl notify a grant gpplicant of its
determination whether to approve or deny a grant issuance within 90 days of the end of agrant
gpplication submission period. Final R18-12-714(A) clarifies that the 90 days may be measured
aso from the end of a grant gpplication resubmission period, consstent with R18-12-705(E) and
R18-12-709(B) which alow an applicant to correct deficiencies in the grant application by
resubmitting the gpplication within 30 days of receiving awritten statement of deficiencies from
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the Department.

13. R18-12-714. Grant Issuance; Natification; Payment - Subsection B(1), (2). (3)

R18-12-714(B)(1) currently specifies the Department shall not make a grant payment until it
receives proof of the documents required under R18-12-707(A)(6) through (9). Fina R18-12-
714(B)(1) removes the pointer and clarifies that the Department shall not make a grant payment
until it receives the proof of contract performance bond, contractor's insurance, mechanic'slien,
and contract if required under R18-12-707 relating to any of the grant-eligible projects.
Additiondly, find R18-12-714(B)(1) clarifies that the grant gpplicant may submit such
information before or after commencement or completion of the work, as long as the gpplicant
submits the information not later than 60 days after receiving the Department’ s notice of grant

issue, congistent with R18-12-705(A) and R18-12-714(D).

R18-12-714(B)(2) currently specifies that the Department shal not make a grant payment until it
recaives the original invoices for work performed or equipment ingtaled in conjunction with the
eligible project, and that each cost item in the invoice shdl refer to a specific task in the work
plan. Finad R18-12-714(B)(2) dlows originals or copies of the invoices to be submitted, and
clarifies that the cost itemsin each invoice shall refer to atask in the work plan only if the work
involves ingdlation of alesk detection system, addition of spill and overfill prevention or
corroson protection, replacement of the UST with acomplying UST of equd or smdler volume,
or remova of the UST from the ground for the purposes of closure. However, cross-referencing
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invoiceitemsto tasksin awork plan would not be required if the work involves only corrective
action; instead, the applicant would have to submit a copy of the SAF program's final direct
payment or reimbursement determinations for the work that is the subject of the grant application

in addition to the invoices, as the Department makes SAF-rdated grant payments only to
gpplicants who have a SAF direct payment or reimbursement determinationin hand. (An
application for expedited review of documents designated under A.R.S. § 49-1072(A)(4) does not

require awork plan, and therefore would not involve cross-referencing invoice items to awork

plan.)

R18-12-714(B)(3) currently specifies the Department shdl not make a grant payment until it
receives awritten statement from the gpplicant that certifies that the work has been performed in
accordance with awork plan approved by the Department. Fina R18-12-714(B)(3) quaifies that
SAF-related grant applicants do not need to submit such a statement, because the assurance
provided by certification is dready provided by the SAF direct payment or reimbursement
determination. Find R18-12-714(B)(3) aso removes the requirement that the statement from
other types of grant gpplicants reference a Department-agpproved work plan, because grant
applications for expedited review of documents designated under A.R.S. § 49-1072(A)(4) do not

require awork plan.

14. R18-12-714. Grant Issuance; Notification; Payment - Subsection C

R18-12-714(C) currently states the Department “shall not make total payments in excess of the
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amount in the written detailed, firm, fixed cost estimates approved by the Department”

(emphasis added). This statement implies that cost bids are required for program approvd for al
types of grant applications. This requirement would be inconsstent with find R18-12-706(D),
which specifies that cost bids are not necessary if the gpplication isfor a corrective action or an
expedited review of documents designated under A.R.S. 8 49-1072(A)(4). Fina R18-12-714(C)

removes this inconsstency.

Additiondly, find R18-12-714(C) clarifies that the Department shall make total payments up to
the gpproved amount unless the amount actualy spent on the digible project is lessthan the
gpproved amount, in which case the Department shal make totd payments up to the amount
actudly spent. Findly, find R18-12-714(C) reiterates the requirement that the Department shall
not make any payments for work thet is not a grant-eligible project unlessit is directly related to

the preparation of the grant gpplication.

15. R18-12-714. Grant Issuance; Notification; Payment - Subsection D

R18-12-714(D) currently states that an applicant who fails “to meet the requirements of
subsection (B)(1) within 60 days of the notice of grant issue* shdl forfeit the grant issue. Find
R18-12-714(D) states more precisely that the 60-day clock starts upon the applicant's receipt of

the Department's notice of grant issue.

7. A showing of good cause why theruleisnecessary to promote a statewide interest if
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therulewill diminish a previous grant of authority of a political subdivison of this

state:
Not applicable.
8. The summary of the economic, small business, and consumer_impact:

An economic, smdl business and consumer impact statement is not required for this rule making
in accordance with A.R.S. § 41-1055(D)(3) because the rule making is deregulatory. Thefina
rules reduce burdens on grant applicants by €iminating unnecessary or redundant application
procedures grant applicants must follow. The fina rules reduce burdens on the Department’s
grant program by enabling the Department to avoid review of unnecessary or redundant grant
gpplication components. Cost savings accrue to both applicants and the Department in the form
of reduced cycle times for grant gpplications. Although the find rules clarify certain practices
and procedures, they do not assign additional responsibilities or costs to grant gpplicants and do
not result in increased respongbilities or costs to the Department. The overal economic impact

of thisrule making is pogtive.

Under the final grant rules, UST owners or operators who were not able to submit a grant
gpplication to the Department before commencement or completion of the work are now
expresdy alowed to submit the gpplication after commencement or completion of the work.
UST owners or operators who were not able to submit proof of a contract performance bond,
contractor’ s insurance policy, mechanic’ s lien and contract, if required under the rules, before
commencement or completion of the work are now expresdy alowed to submit the information
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after commencement or completion of the work. UST owners and operators who are submitting
a SAF-related grant application are no longer required to submit proof of a contract performance
bond, contractor’ s insurance coverage for pollution liability, and 3 bids because the need for this

information is obviated by prior compliance with the SAF program.

Additiondly, the find rules darify dready exidting rulesand practice. Firg, therevised rules
reiterate a statement made at the end of the rules at R18-12-714(D) up front near the beginning of
the rules at R18-12-705(A) for greater clarity, that failure to provide proof of a contract
performance bond, contractor’ sinsurance policy, mechanic’s lien and contract, if required under
the rules, will result in forfeiture of the grant issue. Thisis not anew requirement because it

repeats an already-existing requirement at R18-12-714(D).

Second, the find rules clarify that a contract performance bond, if required under the rules,
should follow American Indtitute of Architects surety bond form A311 covering 2 years from the
date on which find payment under the contract fdls due. Form A311 isdready employed by
surety companies and its 2-year requirement is an industry standard already adhered to by grant

gpplicants and the grant program.

Third, thefina rules clarify that 25 priority ranking points shal be dlocated to aloca government
whose fund baance is negative. This scoring dlocation isinferred from the exiging rule a R18-
12-711(B)(3)(a) governing the scoring of applicants other than local governments and is dready
employed by loca government applicants and the grant program.
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9. A description of the changes between the proposed rules, including supplemental

notices, and final rules (if applicable):

There are no changes between the proposed rules and these final rules.

10. A summary of the principal comments and the agency response to them:

The Department received one written comment, from Tierra Dynamic, Inc., a professona
environmenta engineering firm that services UST grant gpplicants. Tierra Dynamic fully
supports these revised rules and requests that they become effective as quickly as possible.
Tierra Dynamic consders the rulemaking to be deregulaory in nature and necessary to sustain
the samdler busnessesthat typically goply for UST grants. The Department agrees with this

written comment.

During the oral proceedings on the rulemaking, the Department did not receive any formal ora

comments. However, informa comments were al supportive of the rulemaking.

11. Any other matters prescribed by statute that are applicable to the specific agency or

to any specific rule or class of rules:

Not applicable.

12. I ncor por ations by reference and their location in therules:

This rule making makes the following change to the incorporations by reference:
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American Petroleum Ingtitute publication 1631, "Interior Lining of Underground Storage Tanks,"
2nd edition, December, 1987. Located at R18-12-710(A). Thisincorporation by reference

replaces the incorporation by reference to American Petroleum Indtitute publication 1632.

13. Wastherule previoudy adopted as an emergency rule?

No.

14. Thefull text of therulesfollows:
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TITLE 18. ENVIRONMENTAL QUALITY
CHAPTER 12. DEPARTMENT OF ENVIRONMENTAL QUALITY
UNDERGROUND STORAGE TANKS

ARTICLE 7. UNDERGROUND STORAGE TANK GRANT PROGRAM

R18-12-705. Grant Application Process

A.

In accordance with the provisions of R18-12-706(A), an owner or operator shall submit to
the Department during a grant gpplication submission period described in R18-12-704 all

of the information described tinder in R18-12-706, except that the workptan-regired-by

liahility insurance, mechanic's lien, and contract, if required under R18-12-706(D)(2),

may be submitted separately from the work plan. If the owner or operator eectsto

submit separatdly the proof of surety bond, generd liability insurance, mechanic'slien, or

contract, then the owner or operator shall submit that information to the Department not

later than 60 days after receiving the Department’ s notice of grant issue approval under

R18-12-714(A), measured from the date of the certified mail return receipt, otherwise the

grant issue shal be forfeited in accordance with R18-12-714(D). The Department shall

not issue awarrant for the payment of the grant if the Department has not received dll

information required under this Article,

After the close of the submission period, the Department shdl review grant gpplicationsin
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Im

the order recelved and alocate priority ranking points to each gpplication in accordance
with R18-12-711 or R18-12-712. If no priority points are alocated under
R18-12-711(B)(3)(a) or R18-12-712(a)(B)(L), the Department shall inform the applicant
in writing that the gpplication has been regjected.

If an gpplication is not rejected, the Department shdl review the application and

determine whether there are deficiencies in the information submitted. The Department
shdl inform the gpplicant in writing of any deficiencies and of the resubmisson

provisions under R18-12-709(B).

If agrant gpplication involves elther upgrading a UST system with corrosion protection
under R18-12-702(A)(2) or replacing a UST system under R18-12-702(A)(3), the
Department shdl determine the feasibility of upgrading the system in accordance with the
requirements of R18-12-710.

Following the end of the re-submission period, the Department shdl determine which
gpplicants are to receive grant fundsin accordance with R18-12-713 and make payments
in accordance with R18-12-714.

The Department shdl accept for consideration grant applications and grant application

resubmissions that are submitted before or after commencement or completion of the

work that is the subject of the grant application or application resubmission.

R18-12-706. Grant Application Contents

A.

An owner or operator seeking a grant to fund an igible project as described in
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R18-12-702 shall submit to the Department an gpplication on aform provided by the

Department. The application may contain information on more than 1 project a the

facility if al requirements under this Article are met for each project. If the same

information is required for more than 1 project on the same gpplication, the information

shdl be included only once and a reference made on the gpplication to that information.

The gpplication shdl contain dl of the following informeation:

1.

2.

The name, daytime telephone number, and mailing address of the applicant;

The federal employer identification (tax) number or socid security number of the
gpplicant;

A description of the gpplicant's status as either an owner or operator and
classfication as ether alocd government or other than loca government;

The totd number of UST facilities owned or operated by the gpplicant;

The UST owner identification number assigned by the Department to the person
who owns the facility where the digible project was or will be conducted;

The name and daytime telephone number of a person the Department may

contact if there are questions regarding the gpplication or its attachments.

The gpplication shdl contain dl of the following information regarding the facility & and

UST on which the digible project was or will be conducted:

1.

The facility name, site address, and the associated County Assessor book, map,
and parcel number;
The UST facility identification number assgned by the Department;

The date of ingtdlation of the UST;
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4, The regulated substance stored in the UST over the past 12 months;

5. The Leaking Underground Storage Tank number assigned by the Department to
any rdeases a the fadility;

6. A gatement as to whether the fadility isinvolved in marketing regul ated
substances from UST systems,

7. The digtance, in miles, from the facility to the nearest dternative source of the
same regulated substance as stored in the UST system;

8. If the eligible project is described under R18-12-702(A)(1) through (3), a business
plan prepared in accordance with R18-12-708.

An gpplication, except an gpplication for a corrective action grant as described in R18-12-

702(A)(4) or an gpplication for expedited review as described in R18-12-702(A)(6), shall

contain the information required by subsections (D)(1)-threugh(5). (2). (3). (4). (5) ad

A (8) for the digible project. An application for a corrective action grant as described in

R18-12-702(A)(4) shall contain the information required by subsections (D)(1), (2), (3),

(5). (6) and (8). An application for an expedited review as described in R18-12-702(A)(6)

shdl contain the information required by sabseetior(B)(6) subsections (D)(1). (3). (5)

and (7).

1. A statement of the kind of eligible project aslisted in R18-12-702(A).

2. A work plan which meets the requirements of R18-12-707. The work plan shdl be
the bassfor &t cost bids submitted with the gpplication.

3. The total amount of grant funds requested. Fhe-ametrtreguested-shat-bethe




amount requested is based on 3 cost bids that are required under (D)(4), then the

amount requested shal be the lowest of the cost bids.

|

Three written, detailed, firm, fixed cost bids for completing the digible project.

All 3 cos hids shdll be for projects that will use the same methodology to achieve

compliance with the requlatory reguirements for the project and shdl include for

each itemized cost a description of the kind of work, equipment, or materials and

any labor, transportation, or other activities that constitute the itemized cost. Each

itemized cogt shdl refer to the specific item or portion of the work plan that

describes that cost.

The totd amount of costsincurred for professond services directly related to the
preparation of the grant application.

If the eligible project is a corrective action as described in R18-12-702(A)(4), then

the grant applicant shall dso include a copy of the direct payment or

reimbursement determinations for that corrective action issued by the Department

in accordance with R18-12-609, otherwise the applicant shall include a satement

that the information identified at R18-12-601 through R18-12-607.01 was
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submitted to the Department as required for the Department to make the SAF

prespprova, direct payment, or rembursement determinations.

If the eligible project is an expedited review as described in R18-12-702(A)(6), the

goplication shal eontai

thretgh-(h-ana-subseettons(D)}{ 1), (D){3);-aneHD)5) identify the documents the

applicant is requesting be reviewed on an expedited basis. Fe A schedule of

costs for an expedited review of documents shall be used to determine the grant

amount ef-the-grantregquest. The schedule of cogts shdl include each type of

document and the corresponding cost for the expedited review of that document

The name and address of each service provider, including sub-contractors, that
performed, or will perform, services required to conduct the eigible project, and
al of the following information for each service provider:

a | dentification as a consultant, contractor, engineer, sub-contractor, tester,
or other professond classfication and whether alicense from the Board of
Technicd Regidrationsis required for the professon;

b. Contractor license number issued by the Registrar of Contractors,

C. License number issued by the Board of Technical Regidrations;

d. The name and daytime telephone number of the project contact person.

An agpplicant gpplying on behdf of anindividud, or afirm classfied as other than loca

government, shdl submit to the Department the information described in subsections

(E)(2) through (3) and, if applicable, (E)(4).
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For dl gpplicants, the balance sheet from the most recent completed fisca year for
the firm, and dl prepared notes and schedules to the balance sheet. The closing
date of the balance sheet shall not be more than 1 year from the date of the
goplication. The baance sheet shdl include dl of the following:

a Tota assets and totd ligbilities,

b. Totd intangible assets,

C. Tota current assets and tota current ligbilities, and

d. Current year-end net worth.

For individuals and sole proprietorships, the gpplicant's persona financia
dtatement that meets dl of the requirements of subsection (E)(2).

For partnerships, limited liability companies and S corporations, the persond
financia statement that meets the requirements of subsection (E)(1) for each
owner of 20% or more of the firm.

For gpplicants who wish to be digible for priority ranking points under
R18-12-711(G), a copy of the most current federa and state annua income tax
returns that show dl of the following:

a Tota revenues and tota expenses, and

b. Totd revenues from operation of UST facilities.

If the gpplicant firm is awhally-owned subsidiary, the applicant shdl provide to the

Department a copy of al documents required under subsection (E) for the parent firm.

The Department shdl determine financia need based upon the financid statements of the

parent firm.
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If an gpplication is made on behdf of a nonprofit or not-for-profit entity organized under
the provisons of A.R.S. Title 10, the gpplicant shal submit to the Department a copy of
the letter from the Corporation Commission granting nonprofit or not-for-profit satus
and the most recent year-end balance sheet and al prepared notes and schedules to the
balance sheet. The closing date of the balance sheet shall not be more than 1 year from
the date of the gpplication. The bdance sheet shdl include dl of the following:

1 The information described under subsections (E)(1)(a) through (d);

2. Current year-end and the prior year-end reserved and designated fund balances;

3. Current year-end and the prior year-end unreserved and undesignated fund
balance;

4, If the gpplicant wishes to be digible for priority ranking points under
R18-12-711(G), a copy of the most recent year-end statement of revenues and
expenses prepared smultaneoudy with the balance sheet that shows al of the
information required under subsections (E)(4)(a) and (b).

If gpplication is made on behdf of aloca government, the gpplicant shal submit to the

Department a copy of the balance sheet for the most recent completed fiscal year and al

prepared notes and schedules to the balance sheet. The closing date of the balance sheet

shdl not be more than 1 year from the date of the gpplication. The balance sheet shal
indude dl of the fallowing:

1 Current year-end and the prior year-end reserved and designated fund balances,

2. Current year-end and the prior year-end unreserved and undesignated fund

baance, and
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3. Tota current assets and total current liabilities.
The applicant shdl sign, have notarized, and attach to the gpplication a certification
gtatement that, to the applicant's best information and belief, al information provided on

the gpplication and atachments to the application is true and complete.

R18-12-707. Work Plan
A. A work plan for agrant for an eligible project under R18-12-702(A)(1) through (3) shall
contain al of the following:

1. A gte plan, drawn to scdle, that includes a diagram of the facility showing the
location of each UST involved in the project, the access routes to each UST
involved, eAy obstructions to access to each UST including naturd or artificial
barriers, canopies, buildings, and other structures.

2. A plan

of-any-equtpment-ormaterta or report of the specific materia or equipment

ingdlation or remova activities.

3. A timetable for the incremental steps and completion of the project tasks not yet

commenced or completed.

4, The specifications and certifications;-as-sdppted provided by the manufacturer or

a 3rd party; for al equipment to-beinstatted the ingtdlation of which isthe subject

of the grant application, indudingttexiss-the 3rd-party certification of

performance standards for probability of detection and probability of false darm

for leak detection equipment in accordance with A.R.S. 8 49-1003.
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5. If the digible project includes the edditior-of-corrosen-protection-to-an St

installation of a cathodic protection system under R18-12-702(A)(2) or

reprecement-ef-andSTHander R18-12-702(A)(3), the engineering planyif
feeessary; for the ingdlaion of the YST system prepared by a corrosion expert
and supporting documents that demonstrate the effectiveness of the eerroston

protection system under the Site-gpecific conditions wherett-witt-be-operattg.

6. Theorigina or duplicate of a an American Inditute of Architects surety bond form

A311 with apenad sum in the amount of the contract, which namesthe
Department and the gpplicant as dua obligees and the contractor as principal for

each service provider on the eigible project, and which provides that a lawsuit

under the bond may be filed within 2 years from the date on which final payment

under the contract fals due. The surety company issuing the bond shal be among

those listed as acceptable sureties on federal bondsin Circular 570 of the U.S.
Department of the Treasury, Washington, D.C., as amended on June 30, 1995, and
no future editions, incorporated by reference and on file with the Department of
Environmenta Qudity and the Office of the Secretary of State.

7. A copy of the comprehensive generd liahility insurance policy or a certificate of
insurance for the generd liahility insurance policy providing coverage for each
contractor who will provide services during the digible project. The
comprehensve generd liability insurance policy shdl have aminimum limit of
liability of $1,000,000, include coverage for pallution ligbility, and name the
Department as a named insured for any ligbilities incurred in relation to the digible
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project.
8. A copy of any mechanics' lien placed on the facility or the equipment at or to be
inddled a the facility in conjunction with the digible project.
0. A copy of each contract signed by the owner or operator concerning the eligible
project.
B. A work plan for agrant for an digible project under R18-12-702(A)(4) shal consst of the

information required under R18-12-607-01-and-theregutrements-of subsections (A)(6)(7)

through (9), except thet the contractor comprehensive generd ligbility insurance policy is

not required to include coverage for pallution liahility.

C. A work plan for agrant for an eigible project under R18-12-702(A)(5) shal comply with
the requirements of subsections (A)(1) through (4), and (A)(6) through (9) and contain
provisons for compliance with the standards of the American Petroleum Indtitute
Publication 1604, "Remova and Disposa of Used Underground Petroleum Storage
Tanks', amended December 1987, Supplement March 1989, Washington, D.C., and no
future editions, incorporated by reference and on file with the Department and the

Secretary of State.

R18-12-710. Feasbility Deter mination

A. For digible projects listed in R18-12-702(A)(2) and (3) that involve corrosion protection,

the Department shal determine the feasibility of upgrading or replacing the UST. The

Department shdl base its feasbility determination on ar-trterna-dSHnspectionreport a
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report of internal inspection of the existing UST; conducted by an Arizona licensed

contractor. The ingpection report shall include a certification by the contractor that the
inspection was conducted ancHthe feestbitity-determinationmade in accordance with the
American Petroleum Ingtitute publication 2015, " Safe Entry and Cleaning of Petroleum

Storage Tanks', (January, 1991) and the American Petroleum Indtitute publication $632;

{Becember-1987-Suppltement-irareh-6,-1989) 1631, "Interior Lining of Underground

Storage Tanks,” 2nd edition (December, 1987), and no later amendments or editions, both

of which are incorporated by reference and on file with the Department and the Office of
the Secretary of State.

B. The Department shdl ensure that the amount of grant monies gpproved for an digible
project eorretates is condstent with the results of the feesbility determination. If the
feashility determination concludes that a UST can be upgraded with corrosion protection,
but the gpplication requests grant funds for replacing the UST, the Department shal not
approve an amount in excess of the estimated cost of upgrading the UST. If aUST
cannot be upgraded with corrosion protection, and the application requests grant funds to
upgrade the UST, the Department may approve the amount of the estimated cost of

replacing the UST.

R18-12-712. Criteriafor Determining Priority Ranking Pointsfor Applicants That Are
L ocal Governments
A. The Department shdl alocate priority ranking pointsto a grant application of an owner or
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operator that isaloca government in accordance with this Section. The maximum

number of priority ranking pointsis 100, consisting of the points alocated in accordance

with subsections (B) and (C).

The Department shdl dlocate a maximum of 50 priority points for financia need: as

follows

al. A maximum of 25 priority ranking points shal be alocated based on theratio,
expressed as a percentage, of the grant request divided by tota unreserved and

undesignated fund baance._If the total unreserved or undesignated fund balance

is negative, 25 priority ranking points shal be dlocated. If the total unreserved or

undesignated fund baance is positive, priority ranking points shdl be alocated as

follows
PERCENTAGE POINTS
20% or more 25 Points
16% up to but not including 20% 20 Points
12% up to but not including 16% 15 Points
8% up to but not including 12% 10 Points
4% up to but not including 8% 5 Points
Lessthan 4% 0 Points

b2. A maximum of 25 priority ranking points shal be alocated based on theratio,
expressed as a percentage, of total current assets divided by total current liabilities.
Current assets and current liabilities shall be determined from the balance sheet

submitted in accordance with R18-12-706(H). Priority ranking points shal be
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allocated in accordance with R18-12-711(B)(3)(b).

2C. Additiond priority ranking points shall be alocated in accordance with R18-12-711(C)

through (F).

R18-12-714. Grant Issuance; Notification; Payment

A.

Whthta Not later than 90 days fettewtng after the end of the submission period or, if

applicable, the resubmisson period, the Department shal notify each gpplicant in writing

of the denid or gpprovd of agrant issuance. The determination of denid or gpprova shdl

be made in accordance with R18-12-713. A notice of grant approval shal contain al of

the following:

1 A gatement of the origind amount of the gpplicant's grant request,

2. An explanation of al reductions or adjustments that reduce or change the origind
grant request amount and the reason for each change,

3. A satement of the amount of the grant issue, and

4, The provisons of subsections (B) through (D).

The Department shal not make any grant payment to the applicant or a person providing

services or equipment to the applicant

project until the Department receives dl of the following:

1.

Fhe-doctments regired-tnder RI8-12-707A/ A6} throtgh(9): Proof of surety

bond, genard liahility insurance, mechanic’ s lien and contract if required under

R18-12-707. The grant applicant may submit these documents to the Department
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before or after commencement or completion of the work that is the subject of the

grant application but shall submit these documents not later than 60 days after

receiving the notice of grant issue approva, measured from the date of the

cartified mail return receipt.

Orgina-verees Invoices for work performed or equipment ingtaled in

conjunction with the digible project. If the work performed is an digible project

under R18-12-702(A)(1), (2). (3), or (5), then Eaeh each invoice shdl reference the

work performed or the equipment ingtalled to the specific item or task in the work

plar;._If the work performed is an dligible project under R18-12-702(A)(4), then

the applicant shall submit acopy of the direct payment or reimbursement

determinations received pursuant to R18-12-609(A) in addition to the invoices for

that work.

For work performed that is not an digible project under R18-12-702(A)(4), A a

written statement, signed by the applicant and the person acting as generd
contractor on the digible project, which certifies that al work, equipment, or
meaterids itemized on each invoice have been performed, used, or ingdled in
accordance with the-workptan-approved-by-the-Bepartment this Chapter. The
gatement shdl contain, for each invoice itemized, the invoice number and the

tota amount of the invoice. The signatures gppearing on the certification shall be
notarized.

An agreement signed by the gpplicant and the person serving as generd contractor
on the gpproved digible project, which designates the name to be shown as payee
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on dl warrants issued in payment for work and equipment on the gpproved
project.
The Department shal not make total payments threxeessof-the-ameuntt-the-wiitten;

tetatted,firm;-fixed-cos-estimeates that exceed the grant amount approved by the

Department in accordance with this Article, or that exceed the amount actually incurred to

complete the eligible project, whichever isless. The Department shal not make payments

to cover the cost of work that is not an digible project under R18-12-702 unless the cost is

for professiond services directly related to the preparation of the grant application that are

approved by the Department.

If dl of the requirements of subsection (B) are met, and subject to the provisions of
subsection (C), the Department shall issue awarrant for the amount of the submitted
invoice(s). If an gpplicant is notified of a grant issuance but fails to meet the requirements

of subsection (B)(1) within66-daysof not |ater than 60 days after receiving the notice of

grant issue measured from the date of the certified mail return receipt, thenthe

Department shdl inform the applicant in writing that the grant issue has been forfeited by

the gpplicant. The Department shdl return aforfeited grant issue to the grant fund.
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