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I. INTRODUCTION AND BACKGROUND

This report discusses a proposal of the staff of the Air Resources
Board (AR8) to adopt a regulation that requires the air pollution control
and air quality management districts.to assess permit fees on nonvehicular
sources of air pellution-as authorized by the California Clean Air Act of

11988 (the "Act" or "CCAA", Stats. 1988, ch. 1568). The proposed regulation

is contained in Attachment A to this report. Also in Attachment A is.a
proposed minor amendment to a support regulation. . I .

Fees transmitted to the ARB will be used to help defray the costs to
the ARB of implementing mandates of the Act related to nonvehicular sources
during fiscal year 1996-97, the eighth and final year of the fee program.
The fees are authorized by section 39612 of fhe Health and Safety Code
(Attachment B). ' ' - -

At its June 9, 1989, meeting, the Board approved adoption of
sections 90800-90803, Title 17, California Code of Regqulations {CCR) for the
first year of the program. These sections establish the CCAA Nonvehicular

‘Source Fee Regulations, including the fee rate and the total amount to:be
remitted by each affected district for fiscal year 1989-90. The fees for

the7first year of the program were based on emissions for calendar year
1987.

The Boa%d approved hew and amended regh]ations at its May 1990,

April 1991, April 1992, April 1993, April 1994 and April 1995, meetings to

provide continuing funding for fiscal years 1990-91, 1991-92, 1992-93, 1993-

94, 1994-95 and 1995-96, respectively. The fees for the second, third,

fourth, fifth; sixth and seventh years of the program were based on
emissions for calendar years 1988, 1989, 1990, 1991, 1992 and 1993,

respectively.

To provide ongoing funding for the eighth year of the program, the
staff recommends that the Board continue the existing permit fee program by
adopting the proposed addition to the fee regulations to provide for the
collection of fees for fiscal -year 1996-87. The proposal, which is similar
to regulations adopted by the Board for previous years of the fee program,
was developed after consultation with affected districts and industries. A
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onsultation meeting was held on February 7, 1996. Districts,
tatives of all facilities that were identified as being potentially
to the fees, and the public were notified of the meeting. A copy of
ing notice is included as Attachment C. Facilities that would be
tg Bhe proposed fees and the facilities’ emissions are Tisted in

T

The Act requires attainment of state ambienf air quality standards
-arliest practicable date. "As part of this mandate, the Act requires
and the air pollution control and air quality management districts
various. actions to reduce air pollution from motor vehicles, .

al facilities, and other emjssion. sources.

In order to recover some of the costs of the state programs required
£t related to nonvehicular sources, the Act authorizes the Board to
the districts, beginning July 1, 1989, to collect additional permit

» facilities which are located in d951gnated nonattainment. areas and
it 500 tons or more per year of any nonattainment pollutant or its
rs from equipment authorized to operate by district permit. -

By Taw, the total fee amount to cover program costs, exclusive of

- administrative costs, may not exceed $3,000,000 in any fiscal year.
may be assessed annually through June 30, 1997. This is the final

* this program. For fiscal year 1996-97, the proposed amount tc be

:d for nonvehicular Clean Air Act program expenditures is $2,844,527.

The ARB uses the fees collected pursuant to this authority to

y defray the costs of implementing the nonvehicular requirements of
Specifically, the fees have been used to partially or wholly fund

owing activities at the ARB. When the authorization of this fee

.y expires after the 1996-97 fiscal year, many of the listed efforts

significantly reduced oy, in some cases, eliminated.

- Monitoring - To meet the need for additional ambient air quality
monitoring data to satisfy Act requirements for appropriate
designations of areas and to determine the possible effects of
transport, the ARB established and maintains 9 new monitoring
sites--7 in the Mountain Counties Air Basin and 2 in Kern County.
Monitoring equipment was also added to several existing sites.

- Emission Inventory - Accurate emission inventories are critical
for determining which pollution sources to control, assessing the
effectiveness of State and district contirol measures, and
documenting progress in meeting the Act’s goal of reducing ozone
precursor and carbon monoxide emissions by 5 percent per year, on
average. The ARB is continuously developing new and more ‘
compiete data to update and refine current and forecasted
emission inventories for use by districts in their plan updates.

- Photochemical Reactivity - The ARB conducts and sponsors
research into the propensity of hundreds of compounds to form
ozone in the atmosphere. A’small amount of a highly reactive
organic compound could cause the formation of more ozone than a
larger amount of a less reactive organic gas. Knowledge of
reactivity gives the ARB and the districts the ability to target
emission control strategies on those compounds that have the
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Jargest effects on ozone formation. Businesses are also
provided greater flexibility by allowing them to switch to more
environmentally-friendly materials rather than to directly
control emissions. _ :

Ozone Precursor Transport - Studies on transport are conducted
to establish. the origin of the pollution contributing to the
violation of state ambient air quality standards. Transport
studies are reviewed and revised every three years based on new
monitoring and modeling information. The studies identify those
air basins that contribute to the formation of ozone in downwind

air basins. Consequently, they enable the ARB and the districts
to target emission controls on the sources that cause the

problems and to not impose unneeded controls on sources that do
not. : '

Nonattainment Area Designations - In response to Act
requirements, the ARB established and continues to refine
criteria for determining the status of areas in complying with

state ambient air quality standards. Area designations of

attainment, nonattainment, nonattainment-transitional, or
unclassified are reviewed and updated annually.

Air Quality Indicators - The ARB develops indicators that
measure the success of control programs in improving air quality

- and reducing population exposure. Both districts and the ARB use
-~ the indicators to assess progress made toward achieving the State
_ ambient ozone standard and other standards. Without the

indicators, the districts and the ARB would have to rely only on

“estimated changes in emissions and on other Tess reliable

interpretations of air quality data. Neither of these options
provide the same assurance that control programs are actua]Iy and

effectively improving air quality.

| Air Quality Simulation Modeling - Air quality simulation

modeling is a valuabie tool in assessing the type and quantity of
emissions reductions necessary to attain air quality standards.
The ARB staff assists districts in developing and applying state-
of-the-art photochemical grid models for use in attainment
planning and transport analysis. As part of that assistance, the
ARB developed guidelines on photochemical modeling in 1990,
revised them in 1992, and continues to work on ensuring that
models reflect the latest information and data. The ARB staff
gives priority to providing ozone modeling assistance to air

‘districts with insufficient resources or expertise.

Plan Development Assistance - The ARB provides technical
assistance 1o districts for the preparation of plans that satisfy
both.state and federal planning regquirements. Assistance
includes development of planning-related guidance documents and
transmitting planning-related policy regarding the control of
nonattainment pollutants. Staff also reviews and presents plans
and plan updates for Board approval at a noticed public hearing.
Legal staff reviews Board resolutions, -interpretis the Act, and
provides guidance at Board hearings.




- Consumer Products Standards - The Act requires the ARB to

: develop and implement consumer .products standards to reduce
hydrocarbon emissions. Staff developed, and the Board adopted,
standards for 27 categories of consumer products. Work is
underway to develop standards for the remaining 93 product
categories. The development of consumer products standards
involves extensive research using surveys, industry meetings,

- literature, and workshops. Technical analyses must be conducted

on current formulations and on the technical and .commercial

feasibility of future standards. Staff then develops alternative

strategies, each of which examines the potential emission
reductions and potential impact on sales and market share.

= Rule Review - The Act requires that reasonably available control
technology (RACT) or best available retrofit control technology
(BARCT) be required by districts on stationary sources to reduce
emissions. The ARB determines what technologies conform to RACT
and BARCT criteria in the Act. To do so, the ARB conducts
technical investigations; works to develop consensus with
districts, industry, and community organizations; and publishes
the results as public guidance documents.- The ARB also evaluates
district rules to ensure they are consistent with the guidance.

- - Enforcement - The ARB is conducting a nationally recognized
outreach preogram to educate manufacturers, distributors, and
retailers on how to comply with consumer products regulations.
Advisories and handbooks, already developed, will be reviewed
periodically and updated. Staff also responds to manufacturer
requests for information, conducts inspections of retajl and
industrial facilities, and gathers ‘information to identify
unknown manufacturers. :

- The proposed fee amounts to be collected by districts for the eighth
year of the program were calculated based on available emission data for
calendar year 1994, which are the most recently available statewide emission
data. Districts have established permit systems for nonvehicular sources of
2251801]ut10n-pursuant to Health and Safety Code sections 42300, 42301 and

The identification of nonattainment poliutants within each district
for the purpose of this year’s proposed amendments is based on the action
taken by the Board on November 16, 1995, to designate areas of the state as
nonattainment for certain poilutants (Reference: Sections 60200-60209, Title
17, CCR}. Precursors of nonattainment pollutants are identified in section
90801, Title 17, CCR, approved by the Board on
April 11, 1991.

_ Existing regulations authorize districts to recover their :
administrative costs of collecting the fees by adding to the fees, amounts
sufficient to cover those costs. “As provided in Health and Safety Code
section 39612(e), this additienal fee amount is ‘not included in the total
fees subject to the $3,000,000 cap. The current regulations further require
districts to transmit the fees provided for in the regulations to the ARB to
be forwarded to the State Controller for deposit in the Air Pollution
Control Fund. The staff is not propesing any changes to these provisions.
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II.  RECOMMENDATION

The existing regulations provide for fees for each of the first
seven years of the fee program, fiscal years 1989-90 through 1995-96. The
staff is proposing the adoption of a new section 90800.7 which will provide
for fees to be collected for the eighth year of the program, fiscal year
1996-97. Also, similar to past years, the staff recommends the Board adopt
the amendment which will add the words, “or section 90800.7" to section
90803 - Failure of Facility to Pay Fees.

The staff recommends that the Board adopt the proposed fee
regulations discussed in this report and contained in Attachment A.

ITI. RELATIONSHIP T0 OTHER FEE_PROGRAMS

This report discusses a proposal for. assessing fees on large,
nonvehicular sources pursuant to the CCAA. In addition to the fees on
nonvehicular sources, the Act provides the ARB with the authority.to assess

fees for the certification of motor vehicles and engines sold in the state.

The motor vehicle fee program was the subject of a separate regulatory
proposal, adopted by the Board in 1989,.providing for the collection of fees
from motor vehicle manufacturers on an annual basis in an amount sufficient
to cover the costs of implementing the CCAA mandates relating to mobile
sources (Reference: Health and Safety Code section 43019, Title 13, CCR,
sections. 1990-1992).- The motor vehicle fee reguiations do not need to be
amended by the Board each year. The Board also assesses fees for facilities
pursuant to AB 2588, the "Air Tox1cs Hot Spots Information and Assessment
Act of 1987“, this fee regulation is amended annua]]y

Iv. DISCUSSION OF PROPOSED REGULATIONS
| A. SUMMARY OF MAJOR PROVISIONS

The proposed regulations would require districts to collect from
facilities subject to the regulations (listed in Attachment D), fees for
transmittal to the ARB for fiscal year 1996-97. The fb11owxng provisions
are included in the proposed regulations: '

o The regulations are applicable for the 1996 97 fiscal year
(the eighth year of the program), July 1, 1996, to
June 30, 1997;

0 The affected d1str1cts are those which are designated as of
July 1 of the year for which fees are being collected (1996)

as being entirely or part1a11y nonattainment for state
ambient air quality standards for ozone, sulfur dioxide,
sulfates, nitrogen dioxide, carbon monoxide, suspended

1. Fees are imposed on1y for sources of nonattainment pollutants or
precursors within the area of a district designated as nonattainment for the
corresponding substance 1isted in section 70200, Title 17, CCR.

-5
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'particuTate matter (PM;g)s visibility reducing particles;

hydrogen sulfide. or lead, éxcept under certain circumstances
where the Board has found that.the district is designated
nonattainment for ozone because of overwhelming transport;

o Districts with facilities subject to the proposed fee
- regulations must collect additional permit fees from those
facilities; : - ‘

o The 1994 statewide emission data are.to be used as the basis
- _for the fees; o .

0 Districts must transmit the fees to the ARB no Tater than
180 days after the effective date of these fee regulations.

B. SUMMARY OF- RELATED REGULATIONS

The following provisions are included ih‘ppevidusly adopted support

regulations: - | o R S

' o Districts may recover their administratiVe costs associated
with assessing and collecting the fees; : :

.0 Districts must collect fees as set forth in these regulations;

0 In the event that excess revenue is collected for any fiscal
‘year, this excess revenue shall be carried over for
expenditure during future years. ’

' In calculating the proposed. fees for fiscal year 1996-97, the e
program cost of $3,000,000 was reduced by the amount of fees collected in
excess of program costs for prior.fiscal years pursuant to section 90802(c), -
Titte 17, CCR. - : : .

In some years, an adjustment was added to ‘the assessed fees for use
as a reserve to cover possiblé nonpayment of fees resulting from the
unanticipated closing of businesses or other reasons that might result in a
shortfall in fees collected. However, based on past history of the fee
collections for this program, the staff anticipates that there will be
sufficient reserves on hand to cover uncollectable fees in fiscal year
1996-97. Therefore, no upward adjustment of the fees will be necessary this
year, : : . : ‘ :

C. DEFINITIONS OF NONATTAINMENT POLLUTANTS AND PRECURSORS

_ The Board approved definitions of nonattainment pollutants and
nonattainment precursors as part of the fee.regulations at its June 9, 1989,
hearing; these were changed in 1991. For purposes of the fee regulations, a
"nonattainment pollutant” is any poliutant emitted in an area which is '
designated as nonattainment for that pollutant by sections 60200-60209,
Title 17, CCR, for a state ambient air quality standard identified in
section 70200, Title 17, CCR. A "nonattainment precursor"™ is any substance
emitted in a nonattainment area known to react in the atmosphere that ‘
contributes to the production of a nonattainment pollutant or pollutants.
Because area designations may change from year to year, the Board in 1991

6.



" amended the fee regu?ationé'to clarify which designations apply in each
fiscal year. This is discussed further in subsection D. ‘

o ‘A 1ist of nonattainment pollutants and their precursors is provided
in Table 1. Facilities in areas which are designated nonattainment for one
or more of the substances listed in Table 'l may be subject to fees based on
the amount of the pollutant -or its precursor that is emitted. 1In 1994 the
regulations were amended to provide that fees would not be assessed under
certain circumstances on facilities located in areas that are designated
nonattainment for ozone because of overwhelming transport. This is
discussed further in subsection D.

: Fees would be collected for emissions of only six of the-nine
substances for which state ambient air quality standards exist.- Fees are
not assessed for emissions of visibility reducing particies, hydrogen
sulfide, and lead for the following reasons. In 1989 the Board adopted a
new monitoring method for visibility reducing particles, but data are.

not yet available for most areas on which to base area .designations.
Consequently, all areas remain unclassified for this substance except Lake
County, which has been destgnated as attainment. Hydrogen sulfide is not
“included in the fee process because there are no sources emitting 500 tons
or more per year of that pollutant in the two nonattainment areas of- the
state. - Finally, all areas of the state are currently designated attainment
for lead: therefore, no fees have been assessed for this pollutant.

D. THE EFFECT OF REDESIGNATIONS

The initial designation of nonattainment areas was approved by the
Board at its June 9, 1983, meeting. Those designations were used for
establishing the CCAA fees for the first two years of the program, fiscal
years 1989-90 and 1990-91. The Act requires the Board to review the
designations annually and to update them as necessary. Pursuant to that
requirement, the Board has annually considered amendments to the
designations. For fiscal. year 1995-96, those designations éffective on
July 1, 1995, were used. = ' :

Although in 1993 the Mountain Counties Air Basin was designated
nonattainment for the state ozone standard, the Board determined that _
overwhelming transport from the Broader Sacramento Area and from the San
Joaquin Yalley caused all the violations of the state ozone ‘standard in the
Mountain Counties Air Basin. This determination was based on airflow
.patterns, exceedance characteristics, and by the relative ozone precursor
emissions within the Mountain Counties and the two upwind areas. Because of
this determination, some districts in the Mountain Counties Air Basin are-
not subject to the planning requirements of the CCAA. As a result of this
determination, the regulations approved in 1994 included a provision that
excludes from this fee program, emissions from facilities that would be
“subject to the regulations soiely because the facility is in a district
which is designated in section 60201 as not having attained the state
ambient air quality standard for ozone solely as a result of ozone transport
jdentified in section 70500, Title 17, California Code of Regulations.

The Board amended the regulations for fiscal year 1991-92 to base
the fees on the nonattainment area designations in effect as of July 1 of
the fiscal year to which the fee reguiations apply (subsections 90801(b) and
(c)} of the regulations). The Office of Adminisirative Law {0AL) may not

-7-
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Table 1

NONATTAINMENT POLLUTANTS AND NONATTAINMENT PRECURSORS

Substance
(as listed in section 70200
Title 17, CCR):

Nonattainment

Pollutant/Precursors:

Ozone

~ Sulfur Dioxide
sulfates
Nitrogen Dioxide |
Carbon Monoxide

Suspended Particulate
Matter (PﬂlO)

- Visibility Reducing
Particles

Hydrogen Sulfide
Lead

-carbon monoxide

~ reactive organic gases

reactive organic gases
oxides of nitrogen

oxides .of sulfur
oxides of sulfur

oxides of nitrogen

suspended particulate matter (PM10)
oxides of nitrogen - '
oxides of sulfur

reactive organic gases

suspended particulate matter (PM10)
oxides of nitrogen : :
oxides of sulfur '

hydrogen sulfide

lead

(Reference: section 90801(d), Title 17, GCR)




have approved the amendments adopted by the Board at its November 16, 1995,
hearing, by the time of the Board hearing on these proposed .fee regutations.
However, even if the new redesignations are not approved by OAL, facilities
that are expected to be subject to the proposed regulations would be
unaffected by the new redesignations. :

E. EMISSION DATA FOR 1994 AS THE BASIS FOR THE FEES
The fee regulations approved for adeption by the Board in 1989

“included a provision specifying that the fees would be based on 1987

emissions because these data were the most recently available statewide and

- were considered the best estimate of actuzl emissions from the affected
facilities. For the second through the seventh years, fees were based on

1988 through 1993 emissions, respectively. The staff is proposing that fees
for fiscal year 1996-97 be based on 1994 emissions-for the same reasons.

The staff established a cutoff date of February 13, 1996, for
finalizing the 1994 emission estimates to be used in this staff report.
Those permitted facilities identified as emitting 500 tons or more of ...
nonattainment pollutants or their precursors during calendar year 1994 were
included in the fee calculation for this proposal. This cutoff date was ‘
established to allow the staff time to finalize the fees proposed in this

'-report before initiating the rulemaking process. The data presented 1in

Table 2 of this report were the best available data as of February-13,31996;
for 1994 emissions from facilities subject to the fees. The determination

 of fees is discussed in subsection F of this report.

The districts have been asked to verify emissions from'affected_

 facilities and to indicate which of the facilities meet the definition of

"small business" as specified in the Government Code section 11342 (h)(1}.

" The latter information will be used to determine whether the proposed

regulations will affect any small businesses. To date, no facilities that

~ would be subject to the proposed fees have been identified as a "small

business." Any new information that would affect the emission estimates in
Table 2 that is received after publication of this report will be presented’
to the Board at the hearing. The proposed fee rate and amounts to be
remitted may be revised at the time of the public hearing if updated
emission data are available at that time. New data may include the
jdentification of additional facilities which emitted 500 tons or more of

" any nonattainment pollutant or precursor in 1994 or revised emission data

for previously identified sources. The final "inventory upon which the fee

‘rate is established will reflect such additions and changes.

In order to assess fees equitably for all permitted facilities which

‘emitted 500 tons or more per year of any nonattainment poliutants or their

precursors, facilities identified after the fee regulation inventory is
established as having emitted 500 or more tons of nonattainment pollutants

. or precursors in 1994 would also be subject to the fees pursuant to.section

90800.7(c). A similar provision was adopted by the Board for the first
seven years of the program {sections 90800(c), 90800.1(c), 90800.2(c),
90800.3(c), 90800.4(c), 90800.5(c), and 90800.6(c), Title 17, CCR).



CALTFORNIA CLEAN AIR ACT
 NONVEHICULAR SOURCE FEE PROGRAM

-EMISSIONS OF NONATTAINMENT POLLUTANTS OR PRECURSORS* .

TABLE 2

FROM FACILITIES THAT EMITTED 500 OR MORE TONS IN
: CALENDAR YEAR 1994

DISTRICT NO. OF

EMISSIONS'OF NONATTAINMENT POLLUTANTS

17,01

* Based -on des1gnat1ons of areas as “nonatta1nment“ in sections 60200- 60209

Title 17, CCR

** The values in this co1umn are ca]cu]ated by d1V1d1ng $2,844,527 by the total
statewide emissions subject to this regulation, and mu1t1p1y1ng that value by

the total emissions subject to this regulation in a district.

Because the

per-ton fee of $18.92 has been rounded off, the proposed fee for an individual
© district will not be exact]y equal to the tota] em1551ons in the d1str1ct

multipiied by $18.92.

-10-~

(February 13,

1996)
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_ OR_PRECURSORS {TONS IN 1994) - PROPOSED FEES
FACILITIES ROG NOX SOx  PMIO (O %il)
Bay Area - 16. 11,887 34,243 16,119 ©..$1,177,751
 Imperial 2. 1,297 24,539
Kern (SEDAB) . .. 3 4,672 88,394
~Mojave Desert = 10 18,015 743 ° 354,901
Monterey Bay 2 9,444 1,536 - 207,742
San Diego 37 2,139 2,981 96,870
San Joaquin Unified 15 1,261 14,615 . 300,374
San Luis Obispp 2 1,943 2,619 86,313
South Coast’ 14 1,724 14,069 5,352 1,022 3,141 478,827
Ventura 2 1,523 | 28,815
TOTAL 69 102,802 25,626 1,765 3,141 $2 844,527 ;_



'F. DETERMINATION OF FEES

For the fiscal years 198%-1990 and 1990-1991, the proposed feeé were
based on a dollar-per-ton emission fee that was calculated by using the
following formula: '

Fee per ton = T E_A

T = Total amount needed by the ARB in the specified fiscal
) year for implementing various provisions of the Act
related to nonvehicular sources (dellars); -

A = An adjustment factor to cover unforeseen reductions in
' collections such as would occur from bankruptcies or .
unanticipated closings of businesses (dollars); and = -

F = The total nonattainment emissions from all permitted
facilities in the state that emitted 500 tons or more
per year of nonattainment poliutants or their
precursors during a specified calendar year (tons).

‘The. adopted fee schedules for the first five years included an
~ adjustment factor of 10 percent. It was believed that such an adjustment
was necessary to avoid a potential undercollection of funds that could occur
from unanticipated events such as business closures. In approving the
adjustment factor, the Board was concerned that a shortfall in funds would .
serjously disrupt the programs that had been entrusted to-the ARB to :
jmplemerit. In the event, however, that the 10 percent adjustment results in
excess revenues, section 90802(c) of the regulations require that the excess
_amount shall be carried over by the state and applied to future year .
expenditures. : :

Because the regulations require that any excess funds collected be
carried over and applied to reduce fees in future years, the staff adjusted
the fees for fiscal year 1991-92 downward by an amount equal to the excess
collected during fiscal year 1989-30. Similarly, the staff adjusted the
fees for fiscal year 1992-93 through 1995-1996 downward by an amount equal
to the excess collected, respectively, during fiscal years 1990-91 through
: 1993—1994. For fiscal year 1994-1995, nearly all assessments have been

paid.

To account for both the revenue carried over from a prior fiscal
year and the possibility of undercollection in the future, the staff based -
the fee schedule for fiscal years 1991-92, 1992-93, 1993-94, 1994-1995 and
1995-96 on the following formula: ‘ o

Fee per ton = l—i—AE3~£

Where T, A and E represent the same definitions as set forth above

and C represents Carry-Over Revenues received in prior fiscal years. A
total of $154,765 is being carried forward from previous years.and being

-11-
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applied to fiscal year 1996-97.' Therefore, proposed fees for fiscal year
1996-97 are adjusted downward by that amount.

For the fiscal yeaf 1996-97 fee proposal the staff proposes using
the same formula with the following dollar amounts: : : ,

$3,000,000 program costs for fiscal year 1996-97 .

$0 (zero) adjustment factor* '

($154,765) carry-over revenue collected from previous years
Emissions in the 1994 calendar year subject to the fees

mo»—
nmunnn

Using the above dollar-per-ton emission_fee formula, a fee of $18.92
per ton was calculated. The fee per ton was calculated by the ARB staff on

the basis of information provided by districts with facilities that would be
subject to the fees. Facilities that emitted 500 or more tons of more than

~ one nonattainment pollutant or precursor will be assessed fees on the sum of
the emissions of each of those poilutants or precursors. The calculation is
based on 1994 emission data. The emission data and fees to be assessed each

affected district are summarized in Table 2 of this report.

* There will be adequate reserves to cover any uncollectable fees
in 1996-97. Therefore, no upward adjustment of the fees will be
necessary‘this year. ' , '

G.‘RECOVERY OF DISTRICTS’ ADMINISTRATIVE COSTS

S The staff is not proposing changes to the portion of the
regulations, adopted in 1989 and continued through 1995, which specify
recovery of districts’ administrative costs [section 90802 (d)]. The e
regulations provide for collection by districts of additional fee amounts to , '
cover their administrative costs for collecting the fees. Districts’ costs i
are in addition to the fees mandated by this proposal, and are expected to '
add no more than 5% based on past experience. The -regulations: [section
90802 (b)] require districts to substantiate the administrative costs and ‘to
provide related information to the ARB con request. The information must be
provided within 30 days of the request. The 30 day period provides the
districts with sufficient time to compile and submit the requested data.
These requirements ailow the ARB to ensure that the fee collection program
is effectively implemented and that funds necessary to impiement the
requirements of the Act are available to the ARB. The regulations [section
90802 (b)] also require districts to impose late fees on facilities that do
not submit assessed fees in a timely manner to cover the additional
administrative costs the districts incur in collecting Tate fees.

H. IMPACT ON DISTRICT OF FAILURE'0F FACILITIES TO PAY FEES

The regulations adopted in 1989 and continued through 1995 also
provide a mechanism that releases a district from the responsibility for
remitting fees that are for demonstirated good cause not collectible. In
addition, section 90803 was amended to include emission quantification
errors as one of the possible bases for a district to be relieved from a -
portion of the fees. As in the past, a district must still demonstrate good
cause before relief from fees may be granted. Examples of other situations

-12-



o ' fdf which these proﬁis%ons would apply include such events as facility
’ closure or refusal of the facility operator to pay the fees despite
B . .rgasonable-efforts by the district to collect the fees.
V. POTENTIAL IMPACTS AND ISSUES -

" A.- POTENTIAL ENVIRONMENTAL IMPACTS

The staff is not aware of any potential adverse impacts on the
environment that would be attributable to the implementation of proposed
‘revisions to the fee program. Resources obtained through this fee program
will fund tasks which are expected to contribute to or result in improved

air quality. - : : - o ‘

B. POTENTIAL ECONOMIC IMPACTS
1. PUBLIC AGENCIES

The Board’s Executive Officer has determined that local
agencies will incur some costs as a result of the proposed
regulations. Air pollution control and air quality
management districts will incur administrative costs in
collecting fees. The Act authorizes the districts to
recover these costs from facilities subject to the fees.

- Local government agencies which have been identified
that would be subject to the proposed fees are the Los
Angeles Department of Water and Power and the Imperial
Irrigation District. The aggregate cost to these local
government agencies in complying with the regulations will
be approximately $41,000. These costs are not reimbursable
state-mandated costs because the fees apply generally to all.
facilities in the state and do not impose any unique costs
requirement on local governments, ({County of Los Angeles v.

 State of California (1987) 43 Cal.3d 46.} Moreover, the
affected local agencies recover costs, such as-the fees,
through the assessment of service charges or fees.

The Board’s. Executive Officer has determined that the
regulations will not create costs or savings, as defined in
Government Code section 11346.5(a)(6), to any state agency
or in federal funding to the state, costs or mandate to any
‘local agency, except as described above, or school district
whether or not reimbursable by the state pursuant to Part 7
{commencing with section 17500), Division 4, Title 2 of the
Government Code, or other nondiscretionary savings to local =
agencies. :

One federal agency has been identified that would be
subject to the proposed fees: the Naval Petroleum Reserve,
Tocated in the San Joaguin Valley portion of Kern County.
The cost to this federal government agency in compiying with
the regulations will be approximately $36,000. Federal
facilities are required to comply with ail state and Toca]

-13-
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requirements relating to the control and abatement of air
pollution to the same extent as private persons. (Clean Air
Act 118, 42 U.S.C, section 4218.) This includes the payment
of permit fees. (United States of America v. South Coast
Air Quality Management District (1990) 748 F.Supp. 732; -
state of Maine v. Department of the Navy (1988) 702 F.Supp.
322.) . ‘ ' '

BUSINESSES -

_ The proposed regulations would require the collection of
fees from specified facilities. The proposed fee rate is
$18.92 per ton of nonattainment pollutants or their
precursors as ‘determined based on the amount of these
pallutants emitted in 1994. The cost to affected businesses
will therefore vary according to the magnitude of ‘
facilities’ emissions. The cost to an individual business
. is estimated to range from a minimum of approximately
3103000 to approximately $550,000 for a multi-facility
usiness. : , :

The staff believes that the adoption of the fee program
will not have a significant adverse economic impact on
businesses subject to the fees. The affected industries are
among the largest in the state, both in size and financial
strength. A detailed analysis of the economic impact of the
proposed regulations on businesses is included in )
Attachment E: California Business Impacts of Permit Fee
Regulations for Nonvehicular Sources.

The staff believes that adoption of these requiations
will not have a significant adverse economic impact on .
businesses; including the ability of California businesses
to_compete with businesses in other states. The staff also
believes that the potential cost impact on private persons
or businesses directly affected by the proposed regulations
will not be significant. A review of the facilities listed
in the inventory used for the fiscal year 1996-97 fees show
that they are major oil and gas producers, utilities, and
major manufacturing enterprises, none of which qualify as
small businesses under Government Code section 11342(h)(1).
- See Attachment D: Facilities and Emissions Subject to the
Proposed Fee Regulations.

The staff believes that the proposed regulatory action
will not affect the creation or elimination of jobs within
the State of California, the creation of new businesses or
. the elimination of existing businesses within California, or
the expansion of businesses currently doing business within
California. A detailed assessment of the economic impacts
of the proposed regulatory action can be found in Attachment
E. ' :



The Executive Officer has determined that the
regulations will not affect any small businesses.

C. EVALUATION OF ALTERNATIVES

Government Code section 11345.14(b) in part requireé a description
of the alternatives to the proposed regulations considered by the ARB. The
following alternatives were identified by the ARB staff:

Alternative 1: Do not adopt revised fee regulations.

‘Tasks Tegislatively mandated for completion by the ARB can
be completed only with .additional resources. The o
Legislature intended that districts be required to collect
fees from nonvehicular sources. This fee is the only
mechanism provided for in the Act to obtain the needed
additional resources. The staff therefore recommends that
this alternative be rejected. : :

" Alternative 2: Assess fees on a basis other than per ton of
emissions. _ o

The ARB. staff considered allowing districts to assess fees
based on a range of emissions (such as facilities that
cemitted 500 to 999 tons per year would be assessed one fee,
facilities that emitted 1000 to 1499 tons per year would be
assessed a higher fee, etc.). : , ‘

- Because of the large amount of emissions generated by the
facilities that would be subject to the proposed
reguiations, the staff believes that it would be more
equitable to the affected facilities to assess fees on a-
cost-per-ton basis. " A facility that emits more will always
be subject to higher fees than one which emits. less.

For the reasons listed above, the staff recommends that this
alternative be rejected. o .

Alternative 3: Assess fees only on emissions greater than 500
tons per year.

Changing the policy of charging fees on a per-ton basis to
exclude the first 500 tons would reduce the total tons used
to determine fees. This would increase the cost-per-ton fee
by approximately 50%. In addition, this alternative would .~
result in a few, very large facilities being responsible for
a much larger proportion of the fees than is the case in the
staff proposal. For example, Pacific Gas and Electric,
which currently pays the highest total fees, would have its
fees increased by approximately 14%, while a company that

. emits 501 tons per year would have its fees decreased by
99%.

-15-
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For the reasons listed above,. the staff recommends that this
alternative be rejected.

-16-

026

“otisesse



 Attachment A

Proposed Fee Regulations.

‘NOTE: The proposed new section 90800.7 and amendment to existing
section 90803 are shown in underline te indicate additions to
existing regulations.






PROPOSED

CALIFORNIA CLEAN AIR ACT
NONVEHICULAR SOURCE FEE REGULATIONS

Adopt New Section 90800.7
~ and Amend Section 90803
Subchapter 3.8, California Clean Air Act
Nonvehicular Source Fee Regulations,
' as follows:

-

90800.7 ‘Fee-Requireheﬁts for Fiscal Year 1995-97;

(a) No later than 180 days after the operative date of this
_ sect1on, each district identified below shall transmit the .
_do?]ar amount_specified below to the Board for deposit- into
the Air Pollution Control Fund. The amount transmitted

shall be collected from faci1ities whith are the holders of |

‘permits for sources which emitted 500 tons or more per year
of any nonattainment pollutant or precursors during the -

- period from January 1. 1994, through December 31, 1994,
inclusive. The fees shall be in addition to permit and
other fees already authorized to be collected from such
‘'sources. The fee to be charged shall be $18.92 per ton.

(1} Bay Area Air Quality Management Disfrict:
one million one hundred seventy-seven thousand seven
hundred fifty-one dollars ($1,177.751);

(2) Imperial County Air Pollution Contro]IDistrict:
twenty-four thousand five hundred thirty-nine dollars

($24,539};

{3) Kern County Air Pollution Control District:
eiahty- e1qht thousand three hundred ninety-four do]]ars

" ($88,304);
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Mojave Desert Air Quality Management District:

(6)

three hundred f1ftv four thousand nine hundred and one
do11ars ($354, 901),

Monterey Bay Unified Air Poliution Control District:
two_hundred seven thousand seven hundred forty-two

dollars ($207,742);

--San Diedo County Aﬁr’Po11ut10n Control District:

- 7)

ninety-six_thousand eight hundred seventy doliars

{§95,8701;

(9}

San_Joaquin Valley Un1f1ed Air Pollution Control
District: S

three hundred thousand three hundred seventy-fouy
dollars ($300,374);

San Luis Obispo County Air Pol1ufion-tontro1 District:
eighty-six thousand three hundred thirteen dollars"

($86,313); - ' e

South _Coast Air Quality Management District:

{10} -

four hundred seventy-eight thousand eight hundred

- twenty-seven dollars ($478,827); - -

Ventura County Air Pollution Control District

a1

twenty-eight thousand eight hundred fifteen dollars’

28,815} ;

Amador County Air Pollution Control.District,
Butte County Air Quality Management District,
Calaveras County Air Pollution Control District,
Colusa County Air Pollutjon Control District,

E1 Dorado County Air Pollution Control District,
Feather River Air Quality Management District,
Glenn County Air Pollution Control District,
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Great Basin Unified Air Pollution Control Distfict,

Lake County Air Quality Management District,

Lassen County Air Pollution Centrol Disirict,
Marﬁposa County Air Pollution Control District,
Mendocino County Air Pollution Control District,
Modoc County Air Pollution Control District,

North Coast Unified Afr Quality Management District,
Northern Sierra Air Quality Management District,
"Northern Sonoma County Air Pollution Control D1str1ct

Placer County Air Pollution Control D1str1ct
Sacramento Metropolitan Air Quality Management District,
Santa Barbara County Air Pollution Control ‘District;

* Shasta County Air_Quality Management District,
Siskiyou County Air Pollution Control District,
Tehama County Air Pollution Control District, |

~ Tuolumne County Air Pollution Control District,
Yo]o/So]ano Air Quality Manaqement District:

Zero do]]ars ($0)

Fmissions from facilities identified by the Air Resaurces

(b)

Board on or before April 25, 1996, as having emitted 500 tons

or more per year of any nonattainment pollutant or precursors
during the period January 1, 1994, through December 31, 1994,
shall be used to determine compliance with this regulation.
Emissions from a facility-are excluded from compliance with
this reaulation if the emissions from the facility would be
subject to this rEquiafion solely because the facility is in
a district wh1ch is designated in section 60201 as not having
attained the state ambient air quality standard for ozone
solely as a result of ozone transport identified in section
70500, Title 17, California Code of Regulations.

In addition to the amount cited in subsection (a) above, a

(c)

district shall, for any faciliiy ideniified aftér
April 25. 1996, as having emitted 500 tons or more per vear
of any nonattainmenit pollutant or its precursors during the




period %rﬁm'January 1, 1994, through December 31, 1994,
transmit to the Board for deposit into the Air Pollution
Control_Fund eighteen dollars and ninety-twoe cents ($18.92)
per ton of such pollutarnt or precursor.

NOTE: Authority cited: Sections 39600, 39601 and 39612, Health.and Safety

Code. Reference: Sections 39002, 39500, 39600 and 39612, Health and Safety
Code. '

90803. Failure of Facility to Pay Fees.

In the event any district is unable to cdllect the assessed fee

- from any source due to circumstances beyond ‘the control of the
district, including but not Timited to facility closure, emission
quantification errors, or refusal of the operator to pay despite
permit revocation and/or other enforcement action, such district
shall notify the Executive Officer of the State Board. For
demonstrated good cause, the district may be relieved from that
portion of the fees the district is required to collect and remit
to the state as set forth in section 90800 or section 90800.1 or
sectjon 90800.2 or section 90800.3 or section 90800.4 or section’
90800.5 or section 90900.6 or section 90800.7. Nothing herein

- shall relieve the operator from any obligation to pay any fees
assessed pursuant to these regulations.’ '

NOTE: Authority cited: Sections 39600, 39601 and 39612, Health and Safety
Code. Reference: Sections 39002, 39500, 39600 and 39612, Health and Safety
Code. ' ' o
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Attachment B

‘ Section 39612 _
of the Health and Safety Code






Sectlon 38612 of the Health and Safety Code

38612. (a) In addltlon to funds whlch may be approprlated by
the Legislature to the state board to carry out the additional
responsibilities and to undertake necessary technical studies
regquired by this chapter, the state board, beginning July 1,

1989, may require districts to impose addltlonal permlt fees on
nonvehlcular sources within their jurlsdlctlon

{b) The permit fees imposed pursuant to this section shall
be expended only for the purpocses of recovering costs of
additional state programs related to nonvehicular sources.

(c) The permit fees imposed pursuant to this section shall
be collected from necnvehicular sources which are authorized by
district permits to emit 500 tons or more per vear of any
nonattainment pollutant or its precursors.

(d) The permit fees collected by a district pursuant to this
section, after deducting the administrative costs to the district
of collecting the fees, shall be transmitted to the Controller
for deposit in the 2ir Pocllution Control Fund.

{(e) The total amount of funds collected by fees 1mposed
pursuant to this section, exclusive of district administrative
costs, shall not exceed three million dellars ($3,000,000) in any
fiscal year.

(£} On or before January 1, 1993, the state board shall
prepare and submit to the Legislature a report on the amounts of
fees collected and the purposes for which the fees were expended.

{g) This section shall become inoperative on July 1, 1987,
and as of January 1, 1998, 1is repealed, unless a later esnacted
statute, which becomes effective on or befcore January 1, 1998,
deletes or extends the dates on which it becomes inoperative and
is repealed.
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STATE OF CALIFDRNIA ' ' ' _ PETE WILSON, Governor

.AIR RESOURCES BOARD

2020 L STREET
P.0. BOX 2815 -
SACRAMENTU CA 95812

January &, 1936

Public Consultation Meetinag:

-E]-E a :} !. ! IE 8 ] . ‘

The staff of the Air Resources Board (ARB) will be holding a public
cansultation meet1ng concerning regulations which are being proposed to
implement fee provisions of the California Clean Air Act {CCAA) for fiscal
year 1996 97. Th1s is the eighth and final year of the program.

The fee provisions of the CCAA give the ARB the author1ty to require air
pollution control and air quality management districts to impose ‘additional
permit fees on nonvehicular sources within their jurisdictions. We expect
that the proposed requlations will be very similar to those approved for the
first seven years of the program.

: The amendments we w111 propose will be based on the best estimate of
emissions during calendar year 1894 from facilities subject to the fees. It
1s crucial that both districts and affected scurces make every effort to
ensure that the emission data to be used for the fee regulations are as
accurate as possible.

District staff and representatives from facilities that have been
identified as being potent1a11y subject to the proposed regulat1ons are
invited to paru1c1pate in the meeting.

The pUb]iC consultation meeting w:]l be he!d at the’ txme and place 1isted
below:

Date:  February 7, 1996
Time: 10:00 a.m.
Pilace: Air Resources Board.
2nd Floer Cenference Room
- 2020 L Street
Sacramento, California

This meeting will be conducted by the staff of the ARB's Technical
Support Division. Comments received at the consultation meeting will be used
to assist the ARB staff in preparing the proposal for consideration by the
ARB. The proposal is scheduled for consideration. at the ARB's April 19%6
meetlng

If you have any questions, please contact Cheryl Taylor at
(916) 324-7168.
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Attachment D

- Facilities-and Emissions
Subject to the Proposed
- ree Regulations
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Attachment E

California Business Impacts of
Permit Fee Regulations for Nonvehicular Sources
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' ‘CALIFORNIA BUSINESS IMPACTS OF
* PERMIT FEE REGULATIONS FOR NONVEHICULAR SOURCES

Introduction

This section evaluates the potential economic impact of permit fee
reqgulations for nonvehicular sources on business. enterprises in :
Caiifornia pursuant to the California Clean Air Act (CCAA). Section 11346.
of the Government Code requires that, in ‘proposing to adopt or amend any
administrative regulation, state agencies shall assess the potential for
adverse economic impact on California business enterprises and individuals.
The assessment shall include a consideration of the impact of the proposed
or amended regulation on the ‘ability of California businesses to compete
with businesses in other states, the impact on California jobs, and the
impact on California business expansion, elimination, or creation.

This analysis is based on a comparison of the return on owner’s equity
(ROE) for affected businesses before and after the inclusion of the fees.
The analysis also uses publicly available information to assess the impacts
on competitiveness, jobs, and business expansion, elimination, or creation,
The purpose of this analysis is to indicate whether or not the permit fee
regulations would have significant adverse impacts on California businesses
and individuals. : - _ S ' S

Affected;Businesses

ATl permitted facilities which are located in nonattainment areas and
identified as having emitted 500 tons or more per year of any nonattainment
pollutant or iis precursors in 1994 are affected by the CCAA nonvehicular
source fees. The affected businesses fall into different industry o
classifications. A list of these industries which we have been able to
identify is provided in Table 1.

Study'Approach

The approach used in evaluating the potentia1 economic impact of the
proposed fee regulations on Califaornia businesses is as follows:

(1) AIll affected facilities are identified from responses to the
- ARB’s 1994 emission inventory Tist. Standard Industrial
Classification (SIC) codes reported by these businesses are
listed in Table 1. - . _

(2) Annual permit fees for the CCAA program are estimated for
each of these facilities based on the fee rates adopted by
the Board for the fiscal year 1996-97. Total fees are
calculated for the program for each business. A business
might own several facilities. ;



‘Table 1

List of Inﬁuﬁtries with Affected Businesses

SIC CODE
1041

1311
1321
- 2631
2812
2819

2833
2011
2999

3211
3221
3241
- 3273
3711
4911
4922
4923
4931

INDUSTRY

Go1d Ores '
Crude Petroleum and NaturaT Gas

- Natural Gas Ligquids

Paperboard Mills
Alkalies and Chlorine
Industrial Inorgan1c Chemaca1s, Not E1sewhere

-Classified

Medicinal Chemicals and Botanical Products
Petroleum Refining

- Products of Petroleum and Coal, Not Elsewhere
- Classified .
- Flat Glass

Glass Containers

Cement, Hydraulic

Ready-mixed Concrete '
Motor Vehicles and Passenger Car Bodies
Electric Services

Natural Gas Transmission

Gas Transmission and Distribution
Electric and Other Services Combined
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(3} The tota1 annual perm1t fee for each business is adausted
for both federal and state taxes.

{(4) These adjusted fees are subtracted from net profit data_and
.the results used to calculate the Return on Owners’ Equity
(ROE). The resulting ROE is then compared with the ROE ,
before the subtraction of the adjusted fees to determine the
impact on the profitability of the businesses. A reduction
of more than 10 percent in profitability is considered to
indicate a_potential for significant adverse economic ‘
impacts. This threshold is-consistent with the thresho]ds
used by the U. S EPA and others. _

Assumptions

- Financial data for 1994 were availabie for on]y-zz of the estimated
34 affected businesses and three government agencies. Using these financial
data, the ROEs before and after the subtraction of the adjusted fees were
calculated for those 22 businesses. These ca1cu1at1ons were based on the
following assumpt1ons : .

(1) A1l affected businesses are subaect to federal and state tax
rates of 35 percent and 9.3 percent respect1ve1y

(2) Affected bu31nesses neither increase the prices of their
products nor Tower their costs of doing business through.
cost-cutting measures because of the fee regu1ations

- These assumptions, though reasonable, m1ght not be applicable to all
affected bus1nesses

‘Potential Imnact On Business

California businesses are affected by the proposed regulations to the
extent that the implementation of the proposed fees reduces their -
profitabi1ity. Using ROE to measure profitability, we found that the

average ROE for all affected businesses for which financial data were
available declined by less than 0.1 percent. This represents a minuscule
decline in the average prof1tab111ty of the affected businesses.

A1l businesses, however, would not be affected equally by the proposed
fee regulations. For the 22 businesses for which financial data were
available, the change in prof1tab111ty ranged from almost zero to a high of
less than 4 percent. This variation in the impact of the fee regulations
can be attributed mainly to two factors. First, some businesses are subject
to higher fees than others due to the type of industry-in which they are
involved, the number of facilities which they operate, and the type and
number of their devices and emitting processes. For example, for the
proposed CCAA fees for fiscal year 1996-97, the estimated annual fees for

E-3
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bus1nesses in the industries listed in Table 1 range from a high of about
$550,000 to a low of less than $10,000. Second, the pérformance of
buslnesses may vary from year to year. Hence, the.1994 financial data used
-may not be representative of a typical-year performance for some businesses.

The potential impacts estimated here might be high for the following
reasons. First, the permit fees are not new to affected businesses. The
impact of the fee as estimated here tends to be more severe than what it
would be if we had used the incremental changes in fees rather than the
total fees. Second, affected businesses probably would not absorb all of
the increase in their costs of doing business. They would be able to either
pass some of the cost on to consumers in the form of higher prices, reduce
their costs, or both.

Potential Impact on Consumers

. No noticeable change “in consumer prices is expected from the proposed
CCAA fees for fiscal year 1996-97. This is because the proposed fees would
have only a minuscule impact on the profitability of affected businesses.
The impact would have been Tess if we had used the incremental change in
fees rather than the total fees in our analysis.

Potent1a1 Impact on Emp]onent '

S1nce the proposed fees 1mpose no not1ceab1e cost squeeze on
businesses, we expect no significant change in emp1oyment due to the
imposition of the fees. However, the CCAA fees may impose hardship on some
businesses operating with 1ittle or no margin of profitability, affecting
the creation of jobs in California.

Impact on Business Creation, E]imination. or_Expansion

No change is expected to occur in the status of California bus1nesses
as a result of the proposed CCAA fees. . This is because the fees have no
significant impact on the prof1tab111ty of businesses in California.
However, shouid the CCAA fees impose hardship on California businesses
operating with -1ittle or no margin of profitability, some affected '
bus1nesses may decide not to expand in Ca]1forn1a :

I mpact on Business Competitiveness

The proposed CCAA fees would have no material impact on the ability of
~ California businesses to compete with businesses in other states. This is
because the proposed CCAA fees do not impose a noticeable cost squeeze on
California businesses. In addition, most affected businesses are local and
are not subject to competition from businesses in other states.

Conclusion

. Overall, all affected facilities are-owned and operated by large
businesses. These businesses would appear to be able to absorb the costs of
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the proposed fee regulations without a significant adverse impact on their
profitability. Although some businesses would potentially experience a
greater reduction in their profitability than others, the impact of the.
proposed fee requlations appears to be minuscule..

‘Since the proposed fees impose no not1ceab1e cost squeeze on

businesses, we expect no s1gn1f1cant change in employment; business
creation, elimination, or expansion; and business competitiveness.
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