Fiscal Year 2010 DEQ Fee Proposal
Solid Waste Surcharge Fees
October 28, 2008

Program Description. The Department of Environmental Quality (DEQ), Waste and
Hazardous Materials Division (WHMD), administers Part 115, Solid Waste Management, of the
Natural Resources and Environmental Protection Act, 1994 PA 451, as amended. The Solid
Waste Management Program (Program) includes the regulation of solid waste disposal areas
for the transfer, processing, and disposal of solid wastes; oversight of the beneficial use of solid
wastes; and oversight of county solid waste management planning.

MCL Citation. Section 324.11525a of the Natural Resources and Environmental Protection
Act, 1994 PA 451, as amended, establishes the current fee structure.

Sunset Date. The Solid Waste Surcharge fees (Surcharge) sunsets on October 1, 2011.

Last Fee Increase. The Surcharge was established in fiscal year (FY) 2004 and has not been
increased.

Who Pays the Fees? The Surcharge is paid by 76 owners and operators of solid waste
landfills and is based on the amount of waste disposed each year. About 85 percent of the
payees are businesses, and 15 percent are municipalities.

Services Provided. The Program includes inspection, evaluation, permitting, and licensing of
solid waste disposal areas (landfills, transfer facilities, and processing plants); groundwater
monitoring and corrective action for releases from solid waste landfills; complaint response;
enforcement; technical assistance/evaluations for the beneficial use of solid waste; assistance
to local communities for recycling and composting; registration of composting facilities;
assistance for, and approval of, county Solid Waste Management Plans; policy development
and legislative initiatives; and collection and reporting of statewide solid waste disposal and
capacity data, including information on solid waste imports.

Benefits of the Services Provided. The location, design, construction, and operating
requirements administered through construction permits and operating licenses help to ensure
that solid wastes are managed at disposal areas in a manner that is protective of public health
and the environment and that releases from disposal areas are promptly detected and
remediated. Permitting, licensing, and regular inspections also help to ensure compliance — and
a level playing field — for all regulated disposal areas. The Program also provides standards,
review, and registrations or approvals for the beneficial use of solid wastes, promoting waste
reuse rather than disposal, consistent with Michigan’s Solid Waste Policy. The county solid
waste management planning component of the Program provides counties and local
communities with a means to ensure that they have adequate capacity to manage their solid
wastes and enables local units of government to limit the loss of a valuable natural resource —
land — to excess landfill disposal capacity.

What Happens Without the Services? Michigan’s citizens and the environment would be at
risk from improper solid waste management that results in soil, groundwater, and surface water
contamination. In addition, failure to properly operate solid waste disposal areas can, and has,
resulted not only in nuisance conditions, but also in major releases of wastes and leachate and
in off-site migration of explosive landfill gas. Also, many materials that could be beneficially
used would be disposed instead, consuming valuable landfill capacity. Lastly, local units of
government would have significantly less ability to limit the siting of excess disposal capacity,
which could attract additional out-of-state waste for disposal in Michigan.
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Current Fee Revenue. The current Surcharge generates about $3.9 million annually.
However, due to current economic challenges and increased waste diversion and recycling
efforts, the amount of solid waste disposed of is on the decline and, therefore, the annual
revenue generated is also on the decline. The work effort, however, remains relatively constant
even with declining waste disposed in landfills. Complaints continue to rise while diversion,
recycling, and composting activities demand increasing staff involvement.

Proposed Fee Revenue. The proposal is to increase fees to achieve a target annual
revenue amount of about $5.4 million by FY 2013, at which time the estimated increased
cost per household in Michigan for solid waste disposal would be an additional $0.19 per
year.

The fee proposal provides for the fee to be assessed by weight (per ton) as opposed to volume
(per cubic yard). This will further improve data reporting and collection consistency while
minimizing error because many landfills collect their data by weight and convert it to volume by
multiplying it by a conversion factor determined by the type of material. This conversion factor
introduces error in waste quantity reporting and fee calculation.

Service Improvements and Efficiencies. The WHMD developed, with stakeholder input, a
Combined Solid Waste Landfill Waste Receipt Report and electronic form that can be
downloaded from the DEQ Web site. The combined report provides for (1) improved data
reporting, (2) automatic reconciliation between Perpetual Care Fund (PCF) deposits and
quarterly solid waste surcharge payments, (3) a reduction in staff time reviewing information,
and (4) greater ease for the regulated community to complete the reporting requirements
resulting in fewer reporting errors. License terms were extended from two to five years, thereby
reducing the burden on the regulated community. Within the last year, the WHMD facilitated
development of an updated Solid Waste Policy by a committee of stakeholders, which promotes
the perspective of viewing solid waste as a resource. As part of this effort, we have improved
communication with stakeholders by continuing to meet every other month to discuss ongoing
implementation of the Solid Waste Policy and providing opportunities for feedback and
discussion of solid waste initiatives, guidance development, and rule promulgation.

Service Reductions. In order to reduce Program costs, the WHMD has left vacant since 2002,
two supervisory positions that were partially funded by the Solid Waste Staff Account — the
Jackson District Supervisor and an Enforcement Section unit chief. Additionally, over the past
year, rather than automatically filling a vacant statewide specialist position and a vacant
Southeast Michigan District Supervisor position, the WHMD temporarily reassigned the duties of
these positions to other staff in an effort to determine whether the positions could be eliminated
without a reduction in service. Also, we have reassigned the duties of a recently vacated solid
waste enforcement specialist position to existing staff while we continue to evaluate workload.

Impact Without Fee Increase. Without the proposed fee increase, Program reductions will be
necessary beginning in 2010. Examples of the negative effects of a diminished Program are as
follows:

o Failure to promptly detect and require corrective action for releases from landfills, putting
off-site sources of drinking water at risk.

¢ Increased disposal of prohibited wastes and increased complaints regarding odor and
blowing trash due to fewer inspections and evaluations of landfills.

e Issuance of permits and licenses by default due to the inability to provide timely review
of applications within statutory deadlines.

e Erosion of local control of solid waste management due to the inability to maintain the
county solid waste management planning program and initiate the next plan updates.
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¢ Inability to pursue stakeholder recommendations to improve recycling and planning in
the state and to take a leadership role in setting and implementing a statewide Solid

Waste Policy.
Solid Waste Surcharge Fees
Current Sunset — October 1, 2011
Proposed Sunset — October 1, 2013
Fiscal Year
Type of Landfill* Annual Volume (FY) Fee
Type Il and 17,000,000 tons (Based on | FY 2009 $0.21 per ton
Commercial Type llI projected FY 2009 (Current)
quantities of solid waste FY 2010 $0.31 per ton
disposed. Subsequent
years reflect a projected FY 2011 $0.34 per ton
continuing decline in
quantities of solid waste FY 2012 $0.34 per ton
disposed.) FY 2013 $0.37 per ton
Type lll Captive Up to 24,999 tons FY 2009 $500 per year
(Current)
25,000 tons to 49,999 tons $1,000 per year
50,000 tons to 74,999 tons $2,000 per year
75,000 tons to 99,999 tons $2,500 per year
100,000 tons or more $3,000 per year
Up to 24,999 tons FY 2010 to $1,000 per year
FY 2013
25,000 tons to 49,999 tons $2,000 per year
50,000 tons to 74,999 tons $4,000 per year
75,000 tons to 99,999 tons $5,000 per year
100,000 tons or more $6,000 per year

*Types of Landfills:

1) Type Il landfills include landfills that accept municipal solid waste (household waste),
commercial waste, and/or municipal incinerator ash.

2) Type Il landfills include landfills that accept construction and demolition waste and/or low
hazard industrial waste.

3) “Captive” means a landfill that accepts only nonhazardous industrial waste generated by the
owner of the landfill or specified types of nonhazardous industrial waste that are permanently
segregated.
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