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Executive Summary

Based on research and analysis required by the Regulatory Fairness Act — RCW 19.85.070 —
Ecology has determined that the proposed amendments to the Dangerous Waste Regulations
(Chapter 173-303 WAC) could have a disproportionate impact on small business. A small
business is defined as having 50 or fewer employees. Ecology included language in the proposed
rule amendment to minimize disproportionate impacts when doing so would not contradict the
intent of the underlying rules and laws.

The Small Business Economic Impact Statement is intended to be read with the associated Cost-
Benefit Analysis (Ecology publication #14-04-039), which contains more in-depth discussion of
the analysis.

Due to the breadth and depth of the proposed rule amendments, we determined employment
numbers for entities according to each proposed change. We used the statewide dangerous waste
annual reporting program, TurboWaste, to determine which firms reported generating or
handling the specific wastes mentioned in the various amendments. In turn, we used data from
the Washington State Employment Security Department, to determine data figures for the
impacted firms.

This SBEIS suggests that two of the proposed rule amendments have the potential to impact
small businesses. The proposed rule amendment that establishes a time limit for transfer stations
to store special waste has the potential to impact small businesses. However, the proposed rule
amendment, if adopted, has enough flexibility so that all transfer stations would have the ability
to apply for an exemption to the time limit. The proposed rule amendments concerning financial
assurance could, potentially, pose a disproportionate impact on small businesses. However,
Ecology considers these provisions essential to the goal and objectives of the underlying laws
and rules.

Ecology involved small businesses in the development of the proposed rule by creating a web
page describing the rule development process, creating a Power Point document that describes
the proposed rule amendments, offering email notices about the rule development via a list serve,
holding public workshops, and soliciting comments on the draft rules. Similarly, Ecology
involved local governments, especially local health boards, by consulting with local authorities
during development of the proposal.

Generally, we use the Washington State Office of Financial Management’s 2007 Washington
Input-Output Model (OFM-I0) to estimate the proposed rule’s first round impact on jobs across
the state. We estimated that the proposed rule amendments, if adopted, could result in an
additional 312 jobs, statewide, over 20 years.



Section 1: Background

Based on research and analysis required by the Regulatory Fairness Act — RCW 19.85.070 —
Ecology has determined that the proposed rule amendments to Dangerous Waste Regulations
(Chapter 173-303 WAC) could have a disproportionate impact on small business.* As discussed
below and the CBA, two proposed rule amendments could impact small businesses.

The Small Business Economic Impact Statement is intended to be read with the associated Cost-
Benefit Analysis (Ecology publication #14-04-039), which contains more in-depth discussion of
the analysis.

Description of the proposed rule amendments

The package of amendments includes proposals to adopt federal rules that provide alternative
mechanisms for dangerous waste management under RCRA, and proposals initiated by Ecology
to amend state-only rules. The new federal provisions include proposals related to:
e Academic labs
o Allowing eligible college and universities with laboratories to choose
alternative process for managing laboratory waste on-site.
e Saccharin
o Removing saccharin and its salts from list of dangerous constituents, wastes,
and substances.
e Carbamate LDR
o Providing facilities that handle carbamate wastes an alternative standard to use
when treating carbamate wastes to meet to land disposal restrictions (LDR)
treatment standards.

In addition to the federal rules, Ecology proposed the following amendments that require
analysis. Proposed amendments to the state-only requirements include:
e Special waste at transfer stations

o Establishing a 30-day time limit for special waste accumulated at solid waste
transfer stations.

Revise Chemical Test Methods (CTM) publication

o Clarifying appropriate test methods to designate halogenated organic
compounds (HOCs).

Independent qualified registered professional engineer (IQRPE)

o Clarifying that facilities must use an “independent qualified registered
professional engineer” instead of a “qualified professional engineer” (or
similar language) for certifications.

Enforceable documents

o Adopt federal rules that allow use of enforceable documents in lieu of RCRA

post closure permits.
Financial assurance:

! A small business is defined as having 50 or fewer employees.
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3" party cost estimates
= Ensuring that related corporate entities are not considered third parties
for cost estimating purposes.
o Net Present Value
= Clarifying cost estimates for closure and post-closure financial
assurance must be in current dollars, and net present value adjustments
are not allowed.
Financial Test

(@]

O
= Clarifying the financial test and the corporate guarantee are two
separate but related options.
o Tangible net worth
= Raising the minimum tangible net worth requirement from $20 million
to $25 million to qualify for use of the financial test or corporate
guarantee option.
o Agreed upon procedures

= Clarifying financial test and corporate guarantee provisions to allow
submission of an “agreed upon procedures” report to fulfill the special
report requirement.
o Increase minimum financial assurance amounts
= Updating the minimum liability coverage amounts.
o Financial Assurance Corrective Action
= Adding subsection for corrective action financial assurance.
e Public Disclosure
o Delete WAC 173-303-905. The section is in conflict with Public Records Act
(PRA).

Reasons for the proposed amendments

The proposed amendments are necessary to maintain consistency with related regulations at the
federal level. In addition, Ecology determined the proposed amendments to the state-only
requirements increase efficiency at an agency level which means better protection for people and
the environment.

Section 2: Analysis of Compliance Costs for
Washington Businesses

Establish time limit for special waste at transfer stations

The costs associated with the establishment of a 30-day limit for special wastes at transfer
stations would accrue to transfer stations. The proposed change could increase transportation
costs for transfer stations that currently store special waste longer than 30 days. The exact cost



would depend on the size of the transfer station, distance from a final destination such as a solid
waste facility, and cost of fuel.?

At this time, we do not have access to information that will enable us to estimate the potential
cost of the 30 day limit on transfer stations. Approximately 147 transfer stations operate in
Washington. At least nine of the 147 transfer stations employ fewer than 50 people.

In 2013, 11 generators reported 16,930,118 pounds of special waste. Because of special
exemptions related to transfer stations and special waste, we do not know how much of the
16,930,118 pounds of special waste went through the transfer stations. Further, we do not know
if any of the transfer stations employing fewer than 50 people receive, handle, or store special
waste for any length of time. Accordingly, it is difficult to determine how many of the transfer
stations the proposed change would impact (how many actually store special waste) or to what
extent the change will impact operations (how much the transfer stations store or how long the
special waste is kept).

Despite the lack of information related to this change, we feel confident that Ecology has
incorporated enough flexibility into the proposed rule amendment to help transfer stations adapt
to the proposed change. In particular, the proposed rule amendment enables transfer stations to
apply for an exemption to the 30 day limit. As described in the Cost Benefit Analysis, transfer
stations already apply to a local permitting authority to receive authorization to receive special
waste. If adopted, the proposed rule amendment would enable transfer stations to seek an
exemption to the time limit during the permitting or renewal process. Ecology does not
anticipate that seeking an exemption would create additional costs to any transfer station.

Independent Qualified Professional Registered Engineer (IQPRE)

The requirement to hire an independent professional engineer for certification processes would
impact treatment, storage and disposal facilities (TSDFs). There are 13 operating TSDFs in the
state. We used publicly available data to determine that none of the TSDFs currently employ
fewer than 50 people. Given the existing regulations regarding location of potential facilities,
permitting requirements, and other rules, Ecology considers it highly unlikely that any new
TSDFs might begin operation in Washington over the next 20 years.®

As none of the existing TSDFs employ fewer than 50 people, none is considered a small
business. Accordingly, no analysis is required for this proposed amendment.

Financial assurance

The proposed rule amendments to increase minimum liability coverage amounts could increase
the cost of compliance for TSDFs and dangerous waste recycling facilities. Generally, financial
assurance minimum liability requirements apply to operating treatment, storage, and disposal

? The size of the transfer station will determine the amount of special waste that transfer stations can store for any
length of time.

% We affirmed this conclusion by reviewing the annual number of TSDFs as reported to the TurboWaste database as
well as to the Department of Revenue in Washington.



facilities and dangerous waste recycling facilities. Of the facilities required to demonstrate
financial assurance, as many as four facilities might qualify as a small business with fewer than
50 employees.

Currently, 22 facilities must demonstrate minimum liability coverage. Of those, four facilities
use the financial test or corporate guarantee option and 18 facilities use liability insurance. The
proposed rule amendments would not impact facilities that use the financial test or corporate
guarantee option. Ecology anticipates that those facilities that use an insurance policy to
demonstrate liability coverage could experience an increase in compliance costs due to the
increase in minimum liability amounts.

Because the financial assurance requirements only apply to active treatment, storage, and
disposal facilities and dangerous waste recycling facilities, Ecology does not anticipate that any
new facilities would require financial assurance. That is, given the current regulatory
environment, it is unlikely that any new TSDFs would locate in Washington. Additionally, the
current recycling market appears to be stable and Ecology does not currently anticipate any new
dangerous waste recyclers will enter the market. Ecology also feels confident that the firms that
use a financial test or corporate guarantee would continue to do so over the time horizon in this
analysis. It is possible that a currently active TSDF site or recycler could transition to closure or
post-closure status in the next 20 years, which would reduce compliance costs. Since the
transition to closure and post-closure program is generally a negotiated process, we do not feel
confident forecasting when, if at all, a facility might transition to closure/post-closure status.

Presumably, increasing the face value of an insurance policy used to provide minimum liability
coverage could increase the cost of using insurance. The cost of insurance depends on the
specific wastes handled at a location, location of the facility, the proximity and condition of the
surrounding buildings, the financial standing of the insured, and the insurance company.
Unfortunately, Ecology does not have access to all of the policy documents needed to determine
the term, details, and premiums that the facilities pay for insurance to meet financial assurance.
Accordingly, we contacted several local brokers, financial assurance officers in other states,
consulted marketing information from leading providers of environmental insurance, and
consulted three studies concerning environmental insurance (Yount and Meyer, 2005a, 2005b,
2006).

Ecology considers it reasonable to assume that increasing the minimum financial assurance
amounts for sudden accidents occurrence could increase premiums by $5,000 annually and
increasing the amount of financial assurance for combined sudden and non-sudden accidents
could cost $10,000. Ecology is seeking, and encourages, further comment and input to improve
or verify these values during the public comment period.

Of the 18 facilities that use insurance to meet their obligation, four provide policies in excess of

the current minimums. Of the remaining facilities, Ecology anticipates that as many as 14 might
need to purchase additional sudden accidental coverage at an estimated cost of $5,000. Ecology

estimates that seven facilities that require non-sudden coverage would choose to self insure, and

thus incur a zero incremental cost instead of $10,000. Accordingly, we estimate that the



proposed rule amendment could increase compliance costs for the impacted facilities by $70,000
annually.

In addition to information about insurance premiums, we also considered the price of alternative
mechanisms that a facility in need of financial assurance might consider instead of insurance. Of
the available options to provide financial assurance, insurance is likely the least expensive. From
discussions with past and present facilities in the financial assurance program and regulators at
EPA and in other states, Ecology also understands that the cost of surety bonds is frequently
similar to those for insurance. For businesses that do not elect to use insurance, surety bonds
would be a likely second choice.

The remaining options available under the regulations are obtaining a letter of credit from a bank
or creating a trust fund with a bank or other acceptable trustee. Both of these options would
likely be far more expensive than either an insurance policy or a surety bond. Therefore, we do
not anticipate any business will elect to use either of these options.

In sum, Ecology estimates that, if adopted, the proposed rule amendment could increase costs to
facilities using liability insurance to provide financial assurance by $70,000 annually over the
next 20 years. The net present value of $70,000 annually at a discount rate of 1.32 percent for 20

years is $1,223,403, which represents the total cost that could accrue to Washington facilities if
the proposed rule amendment is adopted.

Combined costs
Table 1 below provides a review of the costs we anticipate could occur.

Table 1: Probable Costs

Proposed Rule Amendments | Annual Costs | NPV (1.32%, 20 years)
Transfer Stations $Unknown $Unknown
IQPRE $104,000 $1,817,627
Financial Assurance $70,000 $1,223,403
TOTAL $174,000 $3,041,030

Section 3: Quantification of Cost Ratios

The proposed rule amendments do impact businesses across numerous industries. Our analysis
suggests that one of the proposed rule amendments could impact small businesses. In particular,
our analysis of the facilities that use liability insurance to satisfy minimum financial assurance
amounts suggests that the proposed rule amendment could impact as many as five facilities. Our
analysis suggests that the proposal to increase minimum liability amounts could impact 14
faculties. The net present value over 20 years of the annualized costs for the financial assurance
amendments is $1,223,402. Accordingly, the cost per facility totals $87,386.

To calculate the cost ratios, we compare the net present value of the cost for a firm over 20 years
to the number of employees at the ten percent of businesses that are the largest businesses
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required to comply with the rule amendments. We estimate that the proposed rule amendment
could increase compliance costs by $5,000 annually for each facility. The net present value of
$5,000 over 20 years at a discount rate of 1.32% is $87, 386. The average number of employees
at the largest companies is approximately 47,500. Accordingly, the cost per employee for the
large businesses is $1.84 per employee. We estimate that as many as four facilities employ as
few as 20 employees. As a result, the cost per employee would total $4,369.39.

The cost per employee calculations suggest that the proposed amendment related to increasing
the minimum liability amount for financial assurance could have a disproportionate impact on
small businesses.

Section 4: Action Taken to Reduce Small Business
Impacts

As Ecology determined in Section 3, above, one of the proposed rule amendments could impose
a disproportionate impact on small businesses. Accordingly, Ecology considered, as required by
RCW 19.85.030 (2) (a-f), methods that might reduce the impact of proposed rule amendment on
businesses. Ecology determined the following:

e Ecology incorporated an exemption process for transfer stations that need to store special
waste more than 30 days. As described, the exemption process would not increase
compliance costs, and provides the opportunity for transfer stations time to adjust the
proposed rule amendment, if adopted.

e Ecology determined that is not possible to reduce the cost of the financial assurance
minimum liability coverage provision to small businesses without contradicting the goals
and objectives of the underlying statute. The purpose of the minimum liability provisions
is to ensure that parties that accept waste for treatment, storage, and disposal or recycling
maintain adequate financial protection in case of accidents that expose the public to
dangerous materials. Providing cost assistance or other measures to ameliorate the impact
of this proposed rule amendment would effectively transfer the cost of liability from the
facility to the state, which would violate the Washington Constitution and contradict the
intent of the statute.

In sum, Ecology made every effort to consider and implement all available options that could
reduce the impact of the proposed rule amendments on small businesses, and made adjustments
where possible.

Section 5: The Involvement of Small Businesses in the
Development of the Proposed Amendments

Ecology has involved small businesses and local governments (as well as large businesses and
other interested parties) during the rule-making process. Ecology:



e Held a public meeting during the rule development process to get feedback on issues and
comments on the draft rule language. This included small businesses and government
entities.

e Developed a website to communicate with all interested persons, including small
businesses, about rule making developments.

e Informed stakeholders via the dangerous waste listserv and the Ecology Shoptalk
newsletter about the rule process.

e Sent rule information to all generators with EPA/State dangerous waste identification
numbers, which includes small businesses, local governments, and representatives of
these groups.

Section 6: The SIC Codes of Impacted Industries

The SIC (Standard Industry Classification) system has long been replaced by the North
American Industry Classification System (NAICS). The proposed rule specifically applies to
generators and facilities that handle hazardous and dangerous waste. The generators and TSD
facilities span numerous sectors of the economy in Washington State. The majority of the TSD
facilities self report their NAICS sector as 562211, Hazardous Waste Treatment and Disposal.
The table below includes other NAICS sectors reported to Ecology via TurboWaste or
mentioned by the EPA in rule notices.

Table 2: NAICS Codes that Include Businesses Possibly Regulated by the Proposed Rule
Amendments

3119 | 3256 | 4931 | 6115
3121 | 3259 | 5417 | 6116
3219 | 3274 | 54194 | 6221
3251 | 3364 | 5622 | 6222
3253 | 3366 | 6112 | 6223
3254 | 4249 | 6113

Section 7: Impacts on Jobs

The Regulatory Fairness Act requires “[a]n estimate of the number of jobs that will be created or
lost as the result of compliance with the proposed rule” (RCW 19.85.040(2)(d)). Ecology
interprets this requirement as including the jobs impacts of all compliance costs — not just those
to which the SBEIS applies. In this section, therefore, we use the OFM Input-Output Model for
Washington State, to estimate the jobs impacts of all of the compliance costs and cost-savings
likely to result from the proposed rule amendments, not just those that impact small businesses.
In particular, while the SBIES does not include compliance costs for using independent
professional engineers (because the requirement only applies to TSDs and no TSDs are small



businesses, making a comparison of relative compliance costs impossible), our jobs estimate
does include these compliance costs to reflect the overall jobs-impact of the proposed rule
amendments as a whole.

We used the Washington State Office of Financial Management’s 2007 Washington Input-
Output Model (OFM-IO) to estimate the proposed rule’s first round impact on jobs across the
state. This methodology estimates the impact as reductions or increases in spending in certain
sectors of the state economy flow through to purchases, suppliers, and demand for other goods.
Compliance costs incurred by an industry are entered in the OFM-10 model as a decrease in
spending and investment.

To the extent possible, we used NAICS codes reported by facilities to Ecology via TurboWaste,
to determine the sectors of the economy impacted by the proposed rule amendments. We then
compared the NAICS codes from TurboWaste with the sectors defined in the OFM-10 model.
We disaggregated the impacts of the rule amendments according to the sectors as defined in the
OFM-IO model. For example, our review of the NAICS codes reported by generators to
Ecology for wastes that contain halogenated organic chlorides (HOCs) revealed that facilities in
the following sectors reporting waste streams that contain HOCs: wholesale (29), other
transportation (35), educational services (45), hospitals (47), and waste management (52).*
Accordingly, we apportioned the total discounted cost savings for the chemical testing
amendment across each of the sectors. Table 3 below lists the sectors and total estimated impact
for each of the proposed rule amendments.

Table 3: Disaggregation of Costs and Cost Savings

29- 35-Other 45-Educational | 47-Hospitals | 52-Waste

Wholesale | Transportation | Services Management
Academic Lab $8,817,572
HOC Testing $674,794 $674,794 $674,794 $674,794 $674,794
Enforceable $5,787,864
Documents
IQPRE ($1,817,627)
Financial ($1,223,403)
Assurance

$674,794 $674,794 $9,492,366 $674,794 $3,421,328

Using the net impact for each of the sectors above, we estimated that the proposed rule
amendments, if adopted, could result in an additional 312 jobs, statewide over 20 years. As
evident, the majority of the proposed rule amendments, if adopted, would impact treatment,
storage, and disposal facilities (NAICS Code 562211: Hazardous Waste Treatment and
Disposal).” However, the potential losses from the increase in compliance costs for the waste
management sectors are offset by the potential cost savings in the wholesale, transportation

sector, education services, and hospital sectors.

* The numbers in brackets refer to the sectors as defined in Table 2-1 of the Beyers and Lin (2012) document for the
Washington State Office of Financial Management Input-Output analysis.
® NAICS code 562211 falls under the broader Waste Management (52) sector in the Washington 10 model.
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