CALIFORNIA

Water Boards
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State Water Resources Control Board
Water Quality Fee Stakeholder Meeting

August 15, 2011
1:30 — 3:30 p.m.
Cal/EPA Building
1001 | Street
Sacramento, CA :
Training Room 1 East/West, First Floor
Conference call-in number is (916) 255-4044

AGENDA

1. Welcome and Introductions

2. Review Waste Discharge Permit Fund Financial Condition
» Attachment 1 — WDPF Revenue and Expenditures for FY 2010-11
» Attachment 2 — WDPF Fund Condition
s Aftachment 3 —- WDPF Budget Expenditures and Inflation-Adjusted Expenditures
by Fiscal Year Compared to FY 2002-03 Budget

3. Projected Revenue and Budgeted Expenditures for FY 2011-12
+ Attachment 4 — WDPF Budget Cost Drivers and Projected Revenue
e Attachment 5 — WDPF Projected Revenue Adjusted for Stormwater

4. Discuss Outstanding Issues
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State Water Resources Control Board
Water Quality Fee Regulations
Stakeholder Meeting
August 15, 2011

Authority

Water Code Section 13260 requires each person who discharges waste or
proposes to discharge waste that could affect the quality of the waters of the
state to file a report of waste discharge with the appropriate Regional Water
Board and to pay an annual fee set by the State Water Board, the funds from
which are to be deposited in the Waste Discharge Permit Fund (WDPF).

Water Code Section 13260 also requires the State Water Board to adopt, by
emergency regulations, an annual schedule of fees for persons discharging
waste 1o the waters of the state. Water Code Section 13260 further requires the
State Water Board to adjust the fees annually to conform to the revenue levels
set forth in the Budget Act. The State Water Board’s current annual fee
schedules were adopted on October 19, 2010.

Waste Discharge Permit Fund Financial Condition

As Attachment 1 shows, total estimated WDPF revenue for FY 2010-11 is
expected o be $75.1 million, including $74.5 million in fee revenue and $618,000
in other revenue. Toial expenditures are expected to be $73.3 million. Revenue
is expected to exceed expenditures by $1.8 million.

Attachment 2 shows an eight-year analysis of the fund condition for WDPF. The
FY 2010-11 beginning balance of $6.6 million. Total estimated revenue is
approximately $75.1 million, including $74.5 million in fee revenue and $618,000
in other revenue. Total expenditures, including projected salary savings are
$73.3 million, resulting in a $1.8 million gain with an ending balance of

$8.4 million and a fund reserve of 11.4 percent.

For FY 2011-12, the projected beginning balance is approximately $8.4 million,
including $2.4 million in fines and penalty revenue not available for expenditure
for core regulatory activities, which leaves an adjusted beginning balance of $6.0
million. Under the current fee schedule, total revenue is anticipated to be $73.1
million and total expenditures are anticipated to be $100.7 million, resuliing in a
loss of $27.7 million and a deficit of $21.7 million. In order to eliminate the
projected deficit, meet budgetary expenditures, and keep the Fund solvent, total
revenue would need to be $100.7 million, resulting in a $77,000 loss with an
ending balance of $5.9 million and a fund reserve of 5.8 percent



Attachment 3 shows expenditures and inflation-adjusted expenditures by fiscal
year compared to FY 2002-03 expenditures.

Attachment 4 shows the projected FY 2011-12 revenue based on the existing fee
schedule, the budget for FY 2011-12 along with the projected fee revenue
needed to meet anticipated budgetary expenditures by program and the cost
drivers. The cost drivers include staff cost adjustments, basin planning fund
shifts distributed to all programs, and specific fund shifts for the Agricultural
Waiver and NPDES programs only. The State Water Board proposes to raise
fees by approximately $27.6 million for FY 2011-12 to eliminate the projected
deficit, meet budgetary expenditures, and keep the Fund solvent. State Water
Board staff proposes to generate this revenue by utilizing one of the two options
below. '

Option 1

Based on the FY 2011-12 budget, this option will increase each program’s fees
to generate revenue to meet program budgetary expenditures consistent with
Attachment 4.

NPDES '
The NPDES program budget for FY 2011-12 (including its portion of SWAMP) is
$28.5 million and projected revenue is $19.7 million. The NPDES program
needs to generate an additional $8.8 million in revenue to meet the FY 2011-12
Budget. This translates to a 44.7 percent increase to all NPDES fee categories.
Of this $8.8 million, approximately $5.8 million is atfributable to increases in
budgetary expenditures as shown in Attachment 4 while the remaining $3.0
million is attributable to fee increases needed to offset a projected revenue
shortfall, mainly attributable to a return to full program budget authority. State
Water Board staff is currently meeting with the NPDES Stakeholder Workgroup
to discuss methodologies for assessing fees to NPDES permit holders.

WDR

The WDR program budget for FY 2011-12 {including its portion of GAMA) is
$22.5 million and projected revenue is $18.2 million. The WDR program needs
to generate an additional $4.3 miliion in revenue to meet the FY 2011-12 Budget.
This translates to a 23.8 percent increase to all WDR fee categories. Of this $4.3
million, approximately $3.8 million is attributable to increases in budgetary
expenditures as shown in Attachment 4 while the remaining $545,000 is
attributable {o fee increases needed to offset a projected revenue shortfall,
mainly attributable to a return to full program budget authority.

Land Disposal — No Tipping Fee

The Land Disposal — No Tipping Fee program budget for FY 2011-12 (including
its portion of GAMA) is $9.1 million and projected revenue is $6.7 million. The
Land Disposal — No Tipping Fee program needs to generate an additional

$2.4 million in revenue to meet the FY 2011-12 Budget. This translates to a 35.7

2
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percent increase to all Land Disposal — No Tipping Fee categories. Of this $2.4
million, approximately $1.5 million is attributable to increases in budgetary
expenditures as shown in Attachment 4 while the remaining $871,000 is
attributable to fee increases reeded to offset a projected revenue shorifall,
mainly attributable to a return to full program budget authority. .

Land Disposal — Tipping Fee

The Land Disposal — Tipping Fee program budget for FY 2011-12 (including its
portion of GAMA) is $3.1"million and projected revenue is $2.4 million. The Land
Disposal — Tipping Fee program needs to generate an additional $691,000 in
revenue to meet the FY 2011-12 Budget. This translaies to a 29.3 percent
increase to all Land Disposal — Tipping Fee categories. Of this $691,000,
approximately $512,000 is attributable to increases in budgetary expenditures as
shown in Attachment 4 while the remaining $179,000 is atiributable to fee
increases needed to offset a projected revenue shortfall, mainly attributable to a
return to full program budget authority.

Storm Water

The Storm Water program budget for FY 2011-12 (including its poriion of
SWAMP) is $26.6 million and projected revenue is $19.7 million. The Storm
Water program needs to generate an additional $6.9 million in revenue to meet
the FY 2011-12 Budget. This translates to a 34.9 percent increase to all Storm
Water fee categories. Of this $6.9 million, approximately $4.1 million is
attributable to increases in budgetary expenditures as shown in Attachment 4
while the remaining $2.8 million is attributable to fee increases needed to offset a
projected revenue shorifall, mainly attributable to a return to full program budget
authority.

401 Certification

The 401 Certification program budget for FY 2011-12 (including its portion of
GAMA) is $4.3 million and projected revenue is $2.9 million. The 401
Certification program needs to generate an additional $1.4 million in revenue to
meet the FY 2011-12 Budget. This translates to a 47.5 percent increase to all
401 Certification fee categories. Of this $1.4 million, approximately $766,000 is
attributable to increases in budgetary expenditures as shown in Attachment4
while the remaining $609,000 is attributable to fee increases needed to offset a
projected revenue shortfail, mainly attributable to a return to full program budget
authority. :

- Confined Animal Facilities (CAF)

The CAF program budget for FY 2011-12 (including its portion of GAMA) is
$3.6 million and projected revenue is $2.8 million. The CAF program needs o
generate an additional $775,000 in revenue to meet the FY 2011-12 Budget.
This transiates to a 27.4 percent increase to all CAF fee categories. Of this
$775,000, approximately $605,000 is attributable to increases in budgetary
expenditures as shown in Attachment 4 while the remaining $170,000 is

3



attributable to fee increases needed to offset projected revenue shorifall, mainly
attributable to a return to full program budget authority.

Irrigated Lands Regulatory Program

The Irrigated Lands Regulatory program budget for FY 2011-12 is $3.0 million
and projected revenue is $661,000. The Irrigated Lands Regulatory program
needs to generate an additional $2.3 million in revenue to mest the FY 2011-12
Budget. This translates to a 354.7 percent increase. The entire $2.3 million is
attributable to increases in budgetary expenditures as shown in Attachment 4.

Option 2

Between FY 2004-05 and FY 2009-10, the Stormwater program collected .
approximately $22 million over their actual expenditures. This amount was used
to offset the shortfall in revenue by other WDPF programs that collected less
than their actual expenditures. As a result, State Water Board staff will present
an option to the Board that would reduce the FY 2011-12 proposed fee increase
to the Stormwater program by approximately 15 percent. Stormwater fees under
this option would increase approximately 20 percent over FY 2010-11 fees and
the remaining revenue needed will be spread among all other WDPF programs
as shown in Attachment 5.- \

FY 2011-12 Fee Schedule Changes

In addition to the proposed fee increases, State Water Board staff will be making
the following changes to the fee schedule:

s Minor language changes to clarify Irrigated Lands Reguiator Program
section.

* Minor language changes to clarify WDR Threat to Water
Quality/Complexity definitions.

* Set a new statewide stormwater fee based on a new stormwater order
adopted for CalTrans.
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WDPF Revenue and Expenditures
FY 2010-11 ($000)

Over/(Under
NPDES $20,266 ($1,926)
WDR $18,096 $16,592 $1,504
LD - No Tipping $6,764 $6,248 $516
LD - Tipping $2,262 $2,090 $172
Stormwater $20,626 $18,087 $1,639
401 Cert $2,993 $3,631 ($638)
CAF $2,819 $2,536 $283
Irrigated Lands $678 $330 $348
Fee Revenue $74,504 $72,606 $1,899
Other’ $618 $729 ($111)

Footnotes:

! Other Projected Revenue includes income from surplus money investments and escheat of unclaimed
Other Projected Expenditures includes various stale operalions charges for other agencies.

2 Includes redirected expenditures, staff cost adjustments, individual program fund shifts and general planning

Attachment 1
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Attachment 3
PROPOSED 2011-12 Fee Schedule

CALIFORNIA CODE OF REGULATIONS
TITLE 23. Division 3. Chapter 9. Waste Discharge Reports and Requirements
Article 1. Fees

Secticn 2200. Annual Fee Schedules

Each person for whom waste discharge requirements have been prescribed pursuant to Section
13263 of the Water Code shall submit, to the State Board, an annual fee in accordance with the
following schedules. The fee shall be submitted for each waste discharge requirement order
issued to that person.

An ambient water monitoring surcharge will be added to each individual fee as required. The
ambient water monitoring surcharge for all discharges pursuant to subdivisions (a) and (c) is
9.5 percent of the calculated fee; the surcharge for all discharges pursuant to subdivision (b) is
21 percent of the calculated fee. The surcharge shalf be applied to all permits prior to other
surcharges prescribed herein.

(a) The annual fees for persons issued waste discharge requirements (WDRs), except as
provided in subdivisions (a)(3), (b), and (c), shall be based on the discharge’s threat to water
quality (TTWQ) and complexity (CPLX) rating according to the following fee schedule, plus
applicable surcharge(s).

ANNUAL FEE SCHEDULE FOR WASTE DISCHARGE REQUIREMENTS
' Type of Discharge
Threat to Water Complexit — 3
Quality (CI!')LX) ¥ | pischargeto Land or Land Disposal
(TTWQ) Surface Waters Not Paying a Paying a Tipping
Tipping Fee” fes’
1 A "~ $58,520- $35:360 $48,160° | $32,275 $41,732°
1 B $36,960 $28.560 $38,899 $26,088 $33,706
1 C $19,943 $18.:360 $25,006 $16,758 $21,668
2 A $13,321 $45,300 $20,839 $13,965 $18,057
2 B $8,008 $42;240 $16,671 $H172 §14,445
2 [ $6,006 $9:485 $12,503 $9.379 $10,834

! For this table, discharges to land or surface waters are those discharges of waste to land or surface waters not covered by NPDES
perrhits that are regulated pursuant to Water Code Section 13263 that do not implement the requirements of Title 27 of the
Calitornia Code of Regutations {(CCR). Examples include, but are not limited 10, wastewater treatment plants, erosion control
projects, and seplic tank systems. It does not include discharge of dredge or fill material or discharge from animal feeding
operations.

WDRs for mummpal and domestic discharges with permitted flows of less than 50,000 gallons per day in categories 2-B, 2-C, 3-B
and 3-C will receive a 50 percent fee discount. The design flow shall be used where no permitted-flow is present. Municipal and
‘domestic discharges receiving the discount are defined as discharges from facilities that treat domestic wastewater or a mixture of
wastewater that is predominately domestic wastewater. Domestic wastewater consists of wastes from bathroom ftoilets, showers,
and sinks from residential kitchens and residential clothes washing. It does not include discharges from food preparation and dish
washing In restaurants or from commercial laundromats, Landscape Irrigation General Permits under Water Quality Order
Number 2009-0006-DWQ will be assessed a fee associated with TTWC/CPLX rating of 3B plus any applicable surcharges.

? For this table, land disposal discharges are those discharges of waste lo land that are regulated pursuant to Water Code Section

13263 that implement the requirements of CCR Title 27, Division 2. except chapler 7, subchapter 2, §22560 - 22565 {confined’

animal facilities). Examples include, but are not limited to, discharges associated with landfills, waste piles, surface
impoundments, and mines.

3 For this table, Noi Paying a Tipping Fee are those land disposal dischargers not subiect to Public Resources Code (PRC)

?4&000
For this tabie, Paving a Tipping Fee are those tand disposal dischargers subject to PRC §48000.

¥ A surcharge of $12,000 will be added for Class I landfills. Class 1 landfills are those that, during the time they are, or were, in
operation, are so classified by the Regional Board under 23 CCR Chapter 15, have WDRs that allow (or, for closed units, allowed)
them to receive hazardous waste, and have a permit issued by the Department of Toxic Substances Control under 22 CCR
Chapter 10, §66270.1 et seq.
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: Attachment 3
PROPOSED 2011-12 Fee Schedule :

3 A $4.732 $6,720 98,335 $5.586 7,223
3 B ' $2,520 $4-590 $6,252 $4.189'$5,416
3 C $1,120 $2.040 $2,778 $4:862 $2,408

(1) Threat to water quality (TTWQ)® and complexity (CPLX)} of the discharge is assigned by the

Regional Board in accordance with the following definitions:

THREAT TO WATER QUALITY

Category “1” — Those discharges of waste that could cause the long-term loss of a
designated beneficial use of the receiving water. Examples of long-term loss of a beneficial
use include the loss of drinking water supply, the closure of an area used for water contact
recreation, or the posting of an area used for spawning or growth of aquatic resources,
including shellfish and migratory fish.

Category “2” —~ Those discharges of waste that could impair the désignated beneficial uses of
the receiving water, cause short-term violations of water quality objectives, cause secondary
drinking water standards o be violated, or cause a nuisance. .

Category “3" — Those dlscharges of waste that could degrade water quality without vioiating
water quality objectives, or could cause a minor impairment of designated beneficial uses as
compared with Category 1 and Category 2.

COMPLEXITY

Category “A” — Any discharge of toxic wastes;-: any small volume discharge containing toxic
waste,any facility-e¢ having numerous discharge points er-and ground-water monitoring;-;_or
any Class 1 waste management unit.

Category “B” — Any discharger not included in Category A that has physical, chemical, or
biological treatment systems (except for septic systems with subsurface disposal), or any
Class 2 or Class 3 waste management units.

Category “C” — Any discharger for which waste discharge requirements have been
_prescribed pursuant to Section 13263 of the Water Code not included in Category A or
Category B as described above. Included are dischargers having no waste treatment
systems or that must comply with best management practices, dischargers having passive
treaiment and disposal systems, or dischargers having waste storage systems with land
disposal. ’

® In assigning a category for TTWQ, a regional board should consider dusation, frequency, seasonality, and other factors that might
limit the impact of the discharge.
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