UNITED STATES ENVIRONMENTAL PROTECTION AGENCY

VEMORANDUM

SUBJECT: Title V Fee Denonstration and Additi onal Fee
Denonstrati on Gui dance

FROM John S. Seitz, Director
Ofice of Alr Quality Planning and standards (MDD 10)

TO Director, Air, Pesticides and Toxics

Managenment Division, Regions | and IV

Director, Ar and Waste Managenent Divi sion,
Region |1

Director, Air, Radiation and Toxics Division,
Region 11

Director, Air and Radi ation D vision,
Regi on V

Director, Air, Pesticides and Toxics Division,
Regi on VI

Director, Air and Toxics D vision,
Regions VII, VIII, IX and X

The Cean Air Act Anendnents of 1990 and Agency regul ation
40 CFR part 70.9 require permtting authorities to submt a fee
denonstration with their title V operating permts program
submttal. Permtting authorities have the option of submtting a
fee denonstration based on the presunptive fee test or submtting
a detailed fee denonstration if they collect less than the $25
per ton, per year (adjusted by the consuner price index)
presunptive fee.

In response to requests from Regional Ofices, we have
devel oped an exanple of a detailed fee denonstration (see
attachnment). The activities included in this exanple, though
purely hypothetical, are drawn fromthe operating permts program
el enments described in nmy nmenorandum of August 4, 1993. Although
the docunent is principally for permtting authorities seeking
gui dance on preparing detailed fee denonstrations, it includes a
section on "general fee denonstration provisions" which may apply
to both fee denonstration types. This section provides additional
information covering initial accounting requirenents, fee
adequacy for the presunptive fee approach, and 4-year estinates
of permt program cost and revenues.



| f you have any questions regarding this docunent, please
contact Hank Young at (919) 541-5534 or Candace Carraway at (919)
541- 3189.

At t achment
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United States Office of Air Quality EPA

Environmental Protection Planning and Standards November. 1993
Agency Research Triangle Park, NC 27711
Arr

TITLE V FEE DEMONSTRATION
AND ADDITIONAL FEE
DEMONSTRATION GUIDANCE




PREFACE

Thi s gui dance docunment was prepared by the Air Quality
Managenent Division of the U S. Environnmental Protection Agency's
Ofice of Alir Quality Planning and Standards. It is principally
provi ded as assistance to the State and | ocal agencies (permtting
authorities) responsible for inplementing the title V provisions of
the Cean Air Act as anended (42 U.S.C. 7401). The use of the
detail ed fee denonstrati on exanpl e contained herein is not mandatory.
The exanple is provided to illustrate the |evel of detail generally
expected in an approvable detailed fee denonstration. Permtting
authorities may use this exanple in preparing their own detailed fee
denmonstrations or they may utilize other formats to report fee
denonstration information. The information set out in this docunent
is intended solely as guidance and cannot be relied upon to create
any rights enforceable by any party.
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1. O | NTRODUCTI ON
1.1 BACKGROUND

Title V of the Cean Air Act (Act) as anended in Novenber of 1990
requires that States and/or |ocal governments devel op and inpl enment an
operating permts programfor stationary sources of air pollutants. The
U S. Environnental Protection Agency (EPA) nust review prograns and
pl ans submtted by State and | ocal agencies (hereinafter referred to
collectively as permtting authorities) to ensure that they neet
requi rements established in the Act and under regul ati ons pronul gated by
EPA. Permitting authorities are required by section 502(b)(3) of the Act
to collect permt fees fromsources subject to title V sufficient to
cover all reasonable direct and indirect costs necessary to devel op and
adm nister their title V permt prograns.

The Act and EPA regul ations further require permtting authorities
toinclude in their programsubmttal, due on Novenber 15, 1993, a
denonstration that their permt fee systens will adequately recover the
costs of their permt prograns. The Act provides that permtting
authorities can make such a denonstration by charging fees that in the
aggregate are at |east equal to an amount cal cul ated by multiplying $25
[1989 dollars "adjusted" annually by the Consumer Price index (CPl)
inflation factor] times the actual em ssions, in tons, of regulated air
pollutants fromall sources subject to the permtting process. This
nmet hod i s defined as the "presunptive m ni mum program cost"”
denmonstration in EPA regul ati on 870.9. Absent evidence which raises
serious questions regarding the adequacy of this type of fee structure,
EPA wi || approve such a fee structure as neeting the requirenents for a
permt fee denonstration. If a permtting authority w shes to coll ect
fees in the aggregate | ess than the anmount cal cul ated by the
"presunptive mni mum program costs" nethod, a detail ed denonstration of
the costs of operating the permt programand the fees that will recover
those costs will be required. The EPA also has the authority to require
such a detailed denonstration if the adequacy of the permtting
authority's "presunptive m ni num program costs" aggregate fee is



chal | enged as bei ng inadequate during the permtting authority prograns
public comment period. This report includes an exanple of the |evel of
detail EPA generally expects in a "detailed fee denonstration” if one is
required. Permtting authorities can use this exanple in preparing their
own detail ed fee denonstrations. The EPA does not require that
permtting authorities use this exanple denonstrati on.



1.2 DI SCUSSI ON

Thi s docunment di scusses the topic of permt fees, illustrates a
nmet hod for determ ning operating permts program costs, and provi des one
exanple of the level of detail in a well-prepared detail ed program cost

analysis nmethod. Permitting authorities may el ect to use this approach
to neet the requirenents for a permt fee denonstration

The EPA's final title V regulations (57 FR 32250, July 21, 1992),
to be codified at 40 CFR part 70, contain the requirenments under the Act
for operating permts prograns. A key elenent of the title V programis
the requirenent that permtting authorities collect fees fromtheir
permtted sources in an aggregate amount sufficient to cover the direct
and indirect costs of devel oping and adm nistering their operating
permts prograns.

Addi ti onal guidance on permt fee requirenments addressed in section
502(b) (3) of the Act and 870.9 of the part 70 regul ati ons was issued in
an EPA policy nenorandum on August 4, 1993, from John Seitz, Director,
Ofice of Alr Quality Planning and Standards, to the EPA Regional Air
Division Directors. That guidance clarified the statutory and regul atory
requi rements and provided a detailed |list of programel enents that are
general ly expected to be included in a permt program The exanple
detail ed denonstration in this report, including the elenments for a
hypot heti cal operating permts program are based on the el enents
di scussed i n the gui dance.

A first step in developing a permt fee programis the
determ nation of the permt programcasts. Subsequently, permtting
authorities should establish a fee structure sufficient to collect that
amount from sources subject to the title V operating permts program As
provi ded by 870.9(b)(3), permt fees can be based on em ssions |evels or
on other permtting factors such as application fees, permt processing
fees, inspection fees, other types of fees, or on any conbination of any
of these fees.

Permtting authorities have two options for satisfying the fee
denonstration requirement of 870.9(b)(1). First, a permtting authority
can show that its fees in the aggregate neet or exceed the anmount
required



by the $25 per ton of actual em ssions per year (adjusted) presunptive
m ni mum program costs test which is described in 870.9 (b)(2). The

met hod for cal culating programcosts using this approach is contained in
870.9(b)(2) and explained in the August 4, 1993 gui dance. Second, a
permtting authority can denonstrate that its fees are adequate by
providing a “detailed fee denonstrati on” which explains in detail how
the permtting authority's programcosts will be covered by fee
collections. A detailed denonstration is required if fees in the
aggregate are |less than the $25 (adjusted) per ton per year. The EPA may
al so request a detailed denonstration if serious questions are raised
during public coment about whether additional fees are needed to of fset
program costs, or if information casting doubts on fee adequacy

ot herwi se conmes to EPA's attention

The “detail ed fee denobnstration” exanple contained herein is one
illustration of how program costs can be broken down and costed out in a
detail ed fashion. There are various ways costs can be determ ned, and
this exanpl e does not establish or endorse any certain nmethod. Rather,
this exanpl e provi des gui dance on the general |evel of specificity that
coul d adequately docunent a detailed programcost analysis if the
permtting agency chooses this nmethod of determ ning programcosts. This
exanple is strictly hypothetical and reflects no existing State or | ocal
agency.

Thi s docunent should in no way be used as gui dance with respect to
defining what activities are to be funded by Permit fees. The
requirenents of 40 CFR part 70 and the subsequently issued gui dance of
August 4, 1993 should provide the basis for the activities that should
be costed out as title V activities. Further, the cost figures for
specific activities in the exanple are not neant to reflect the activity
costs a permtting authority should use in determining its program
costs. They are nerely hypothetical nunbers selected to illustrate the
net hodol ogy.

The types of activities included in a permt programto be funded by
permt fees and the costs of those activities will differ depending on many
factors associated with the particular permtting authority. These include
t he nunber and conplexity of sources within the area covered by the
program how often the permtting authority reviews permts (e.g., sone
permtting authorities may renew permts every year instead of every 5
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years), the universe of sources covered (i.e., some permtting
authorities may not opt to defer permtting for non-major sources), the
experience of the permtting authority with permtting (e.g., agencies
with permtting experience may not need as extensive training prograns
as those with no operating permt experience), and many ot her factors.
Each permtting authority will have to determne its own permtting
effort and what activities are directly or indirectly concerned with
operating permts. Because the nature of permtting-related activities
can vary greatly between permtting authorities, the EPA intends to
eval uate each programindividually relying on the requirenents found in
40 CFR part 70 and the August 4, 1993 fee gui dance.



2.0 DETAI LED ' FEE DEMONSTRATI ON EXAMPLE
2.1 OVERVI EW AND FORNAT

Personnel costs will typically be the major cost elenment in al
title V progranms. Consequently, the first step in preparing a detailed
cost analysis for the hypothetical permtting authority was to exam ne
cost el enents associated with the permtting authority's program | abor
needs. To do this, the hypothetical permtting authority |ooked at the
scope of authority's overall air program conpared it with the August 4,
1993 gui dance, and identified those elenents of the air programthat
shoul d be considered part of the title V program The overall air
programincluded activities specific to the title V program and sone
activities which nust be apportioned between title V and other air
prograns. In this exanple denonstration, for instance, "permt program
devel oprent” is an exclusive title V programel enment. The permtting
authority's “enforcenent activities,” on the other hand, can and shoul d
be separated into title V programand non-title V program el enments. The
process has now identified and separated existing air program el enents
and has determ ned which existing el ements nust be funded by title V
f ees.

The next major task was to prepare a list of newtitle V program
areas that are not now a part of any air programactivity. In designing
the hypothetical title V program the process followed the |ist of
permt functions contained in the August 4, 1993 fee gui dance.
Permtting authorities may include other permt programelenents in
their title V progranms not specifically addressed in the August
gui dance.

The perm tting authority worked on this identification task by
identifying the broad programareas first, then review ng each broad area
in detail. The permtting authority determined it had five of these broad
title V programareas or activities: permt application review, program
devel oprment and inplenmentati on, permt devel opnent and i ssuance,
conpliance, and small business assistance. Second tier or second |evel
jobs unique to each "activity" were identified and nanmed “functions”. For
exanpl e, under the activity "Permt Application Review," the permtting



authority identified the function "Pre-Application Reviews." Athird
tier of chores unique to each function was catal oged and naned "tasks."
The perm tting authority, for exanple, identified tasks under “Pre-
Application Reviews" like "facility file review,” "schedul e pre-
application neetings,” and so forth.

The perm tting authority then determ ned the nunber and types of
stationary sources subject to its title V program O the 300 sources
required to be permtted, 135 were categorized as conpl ex sources; that
is sources, which based on the nunber of em ssion points, regul ated
pollutants, or the like, will require additional resources in the permt
process. The remaining 165 sources were categorized as | ess conpl ex.

The next step was to estimate the tine needed to perform each task
in light of the nunber and conplexity of the source popul ation. Task
hours were estimated, then totaled for each function. Then function
| evel amounts were sunmmed to determ ne total hours needed per activity.
Total time, for exanple, needed for permt processing was estimated by
mul ti plying the nunber of permits to be processed by this estinmated
processing tine.

These .'task hours" or estimated direct |abor hour requirenents
were then used to devel op program costs. The hypothetical permtting
authority used a direct |abor hour rate based on the wei ghted averages
of the labor rates for each job classification involved in the
permtting program The permtting authority conputed its direct |abor
hour rate by averaging the hourly rate per job classification, comnbining
t hese wei ghted averages by classification into a conposite hourly rate,
and addi ng an overhead conponent.

This method of conmputing direct |abor costs was used for this
"detail ed fee denpnstration" exanple because of its sinplicity.
Permtting authorities may wi sh to use alternative nmethods. For exanple,
a nore detail ed approach woul d use |abor rates for job classifications
associated wth each permtting task, rather than a conposite |abor
rate. Permtting authorities are free to use any nethod that suits their
needs, provided the accounting of costs is understandable and accurately
reflects program costs.

Al t hough direct labor will constitute the | argest program cost
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el ement, additional funds will be necessary to pay for equipnent and

ot her capital expenditures, mnor expenses such as office supplies, and
i ndirect costs. The hypothetical permtting authority estimated its
equi prment and routine expenses by activity, totaled these anobunts, and
presented (with the exception of indirect costs) this sumas one
separate line item |t obtained assistance fromits internal budget
office in developing the indirect cost el enment.

In general, indirect costs benefit an agency as a whol e and are not
readily identified with specific projects or functions. Exanples of
indirect costs included in overall agency adm nistration are expenses
for personnel services, agency managenent, and accounting services.

I ndirect costs also includes costs |ike space rental for offices or

| aboratories, utility costs, insurance, and other costs which cannot be
easily assigned to specific activities. Mst State agencies receiving
Federal grant funds develop indirect cost rates that are used to
distribute a portion of the operations overhead to the benefiting
grants, and have people well versed in devel oping indirect cost rates.
Permtting authorities may wi sh to contact their respective budget

of fices for assistance in developing their particular rates. The

hypot heti cal permtting authority listed the indirect costs, expressed
as a percentage of total direct |abor costs, separately.

The hypothetical permtting authority followed the steps outlined
above and provided the following estimate of its overall operating
permts program costs. Several supporting tables are included in this
report to show how figures were cal cul at ed.



2.2 PERM T PROGRAM ACTI VI TI ES

A detailed listing of permtting programactivities for the
hypot heti cal permtting authority is item zed bel ow. Costs listed for
each activity in the sunmary table following the activity |istings
i nclude | abor costs (including |abor overhead) traceable to these
activity listings. The EPA expects the detailed fee denonstrations it
receives will be simlar to the follow ng exanple and will contain
direct |abor hours and related costs for each activity's functions and
subordi nate tasks and, where necessary, narratives which explain how the
basis of activity |abor or other expense elenents were determ ned. An
exanmpl e of a detail ed workload anal ysis, mnus the narrative di scussion,
follows Activity 1, Permt Application Review.



ACTIVITY 1
PERMIT APPLICATION REVIEW

$513,330
Funations and Tasks Estimated
Pre-Application Meeting Direct Program
facility file review prior to neeting; neeting Hours
participation; follow up correspondence

Data entry

Receive Application
. Adm ni strative screening
- i ssue receipt letter(s) to facility, EPA, and
affected States
- perform conpl et eness revi ew
- request additional data if necessary
- assenble facility construction approvals for
consolidation with operating permt application
- i ssue conpl eteness determnation letter(s)
. Data entry

Permit Application Review

Techni cal eval uation

- review for techni cal adequacy and return for
additional data if necessary

- resol ve di screpanci es between construction
approvals t end operating permt applications

- assure that all relevant em ssion units are
addressed in application

- review any proposed limts on “potential-to-emt”

- confirmthat all regulated pollutants and "major"

- pol lutants are addressed

- review for conpliance with applicable
requirenments

- exam ne conpliance schedul e for sources
not currently in conpliance
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Estimated
Direct Program
Hours

- review for and identify unapproved construction
and or nodification activities and determ ne
necessary actions

- revi ew proposed exenptions (insignificant em ssions
and activities)

- revi ew proposed alternative operating scenarios

- review stack test reports

- review conpliance test audit for continuous
em ssions nonitors (CEMS), if applicable

Data entry

Total Direct ProgramHours
for Activity 1:
Permt Application Review
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ACTIVITY 1
PERMIT APPLICATION REVIEW
WORKLOAD ANALYSIS

Direct labor Hours Needed Per Complex and Simple Source

TASK COMPLEX LESS COMPLEX
SOURCE LABOR SOURCE
HOURS LABOR HOURS

Pre-Application Meeting
Review facility file prior to
nmeeti ng; conduct neeting;

fol | owup correspondence 8.0 3.0

Receive Application

* Adm nistrative
screeni ng

6.0
* Data entry 128 1.0
26. 0 10.0

Sub-Total: Pre-Application

Review

Permit Application Review
Techni cal eval uation 120.0 36.0
Data entry 4.0 4.0
Sub-Total: Application Review 124.0 40.0
TOTAL HOURS 150.0 50.0

NOTE: The hours used in the above table are hypothetical. Permtting
aut horities should determ ne program needs based on their individual
ci rcunst ances.
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DI RECT LABOR COST FOR ACTIVITY 1
PERM T APPLI CATI ON REVI EW

Wor k Hour s

Revi ew of Contlex Oneratina Permt Apclications

135 conpl ex sources:
First year
Pre-application nmeetings, application receipt,

and data entry
135 sources x 26 hours = 3510
(all conpleteness reviews occur in year 1)

Application Review
45 applications (1/3 of total) x 124 hours = 5580

Revi ew of lLess Conmpl ex Source Operating Permt Applications

165 | ess conpl ex sources:
First Year;
Pre-application nmeetings, application receipt,
and data entry
165 sources x 10 hours = 1650
Application Review

55 application's (1/3 of total) x 40 hours = 2200

Total Activity 1, Permt Application Review, first year
D rect Labor Hours 12, 940
Conposite hourly I abor rate including | abor overhead $39. 67

(determ ned by conbining the average administrative and
prof essi onal sal aries as previously nentioned)

TOTAL FIRST YEAR PERMIT APPLICATION REVIEW LABOR COST $513,330
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ACTIVITY 2
PROGRAM DEVELOPMENT AND | MPLEMENTATI ON
$267, 410

Functions and Tasks
Program Authority

Devel op, update, and revise |legislation and
regul ati ons as necessary

Develop Rules and Issue Policy

Devel op program applicability criteria, including
whet her to defer non-nmajor sources

Develop criteria for insignificant activities from
permt applications

Devel op permt nodification procedures

Devel op federally enforceable criteria which restricts
a sources potential to emt

Devel op general and nodel permts

Devel op ongoi ng program nodi fications as needed in
response to new Federal progranms, policies, and

requi rements

Devel op permtting authority - EPA inplenmenting
agreenent s

Develop State - Local permtting authority agreenents
Devel op training program

Devel op accounting systens to segregate recoverable
costs

Implementation

Make source applicability determ nations

Conduct | ong-range planning activities

Integrate with existing prograns (e.g., pre-
construction permtting under NSR/ PSD)

Source inventory; identify Part 70 sources

I nspect identified sources to determ ne em ssions
poi nts and em ssions potenti al

14

Estimated
Direct Program
Hours




Permit Fee

Data entry

Travel to source facilities and associ ated neetings
Devel op and distribute gui dance and forns

Devel op and i npl erent data nanagenent systenms wth
Al RS conpatibility

Integrate with | ocal prograns

| mpl ement training program

Administration

Fee structure devel opnent and fee denonstration
devel oprent

Fee coll ection and adm ni stration

Peri odi c cost accounting

Fi nanci al audits

Total Direct Program Hours
for Activity 2: Program
Devel opnent

& I npl ementation

15

Estimated
Direct Program
Hours




ACTIMVITY 3
PERM T DEVELOPMENT AND | SSUANCE
$283, 679

Functions and Tasks
Permit Development
Draft permt

devel op permt terns and conditions

# incorporate all applicable emssion limts
and testing requirenents including any case-
by-case limts or restrictions on potenti al

to emt

# specify origin and authority for each term or
condi tion

# prepare operational flexibility provisions

# i ncorporate any trading conditions allowed
under the SIP if applicable

# review for conpliance schedul e and

i ncorporate appropriate conpliance conditions
(e.g., inspection and entry, nonitoring,
reporting, and stack testing)

# identify any "State-only" enforceable
requi rements

# identify enhanced or periodic nonitoring or
testing provisions

# devel op appropriate shield provisions

# General and nodel permt devel opnment
(optional)

finalize conprehensive permt conditions

resol ve errors/di sputes between agency and source
review for enforceability and “gap-filling”

travel to facility and associ ated neeti ngs

Cc participation and EPA revi ew

i ssue notices to public, |ocal governments,
affected States, and EPA

hol d hearings as necessary

16

Estimated
Direct Program
Hours




Permit

- respond to comments received during public
participation
- transmt docunentation to EPA as necessary

- prepare responses to EPA and/or affected State
obj ecti ons

- redraft permt when necessary
- review and respond to challenges to permt

i ssuance (e.g., challenges in State court and
petitions to EPA)

Issuance
Final permt issuance
- establish facility file

- di stri bute docunents as necessary
Data entry

Travel as needed to conment neetings
Modi fy permits as needed
Reopen permts as needed

Total D rect ProgramHours
for Activity 3:

Perm t Devel oprent

& | ssuance
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Estimated
Direct Program
Hours




ACTIVITY 4
COMPLIANCE
$1, 445, 116

Functions and Tasks
Sour ce | nspection

Conpl i ance

File review

Site inspection

Report writing

Data entry

Travel to the facility and associ ated neetings

Pr ogr am

Conpl i ance schedul e revi ew

- recei ve and review schedul e

- resol ve di screpancies

Qual ity assurance of nonitors, if applicable

- revi ew of excess em ssion reports

- review conpliance test audits

- revi ew performance specification tests
Revi ew sem annual reports

Revi ew annual conpliance certification

Ensure stack testing is perforned in accordance with EPA
ref erence met hods

Data entry

Travel to the facility and associ ated neetings
Conduct periodic audits

I nformation

pur poses

Complaint Investigation

Log and assign tracking nunber to the conpl ai nt

Di scuss the conplaint with conplainant and source
I nspect the source one or nore tines to obtain
representati ve understanding of the situation
Determ ne the general cause of the problem
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Hours




. Conmuni cations w th conpl ai nant and source
. File report and recommend enforcenent as necessary
. Data entry

Enforcement Administrative Activities

. Hol d enforcenent conference neetings

. | ssue appropriate notices, findings, and letters of
viol ation

. Devel op cases and referrals up to the point of filing
of the conpl ai nt order

. Informthe public of conplaint resolution
Data entry

Emission Inventory

. Em ssions inventory conpilation and reporting from
part 70 sources (including air toxics)
. Data Entry

Total Direct Program Hours
for Activity 4
Conpl i ance
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Estimated
Direct Program
Hours




ACTIVITY 5
SMALL BUSINESSAS S| STANCE
$91, 750

Functions and Tasks

I mpl erent el ements of the Small Busi ness

Assi st ance Program desi gned to assi st

part 70 sources

- t echni cal assi stance

- conpl i ance assi stance

- assi stance on rights and obligations

establish outreach activities like a “hotline.” for
assisting sources in determning title V applicability
Prepare outreach/ publications on part 70 requirenents
Provi de technical assistance and referrals for part 70
sources regardi ng control technol ogies and qualified
vendors and consul tants

Total Direct Program Hours
for Activity 5:
Smal | Busi ness Assi stance
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2.3 COST SUMMARY

The follow ng table provides a exanple of how permtting authorities
m ght present a summary of estimated operating permts programcosts. The
EPA expects sumaries will be supported by information simlar to the
detail ed fee denonstration information devel oped by the hypothetica
permtting authority.

SUMVARY OF
HYPOTHETI CAL PERM TTI NG AUTHORI TY' S
OPERATI NG PERM TS PROGRAM COSTS

Labor Costs Cost
By Activity

1. Permit Application Review $513, 330

2. Program Devel opnent and | npl enentati on 267, 410

3. Permt Devel opment and | ssuance 283, 679

4. Conpl i ance 1, 445, 116

5. Smal | Busi ness Assi st ance 91, 750

Total Direct Labor Costs $2, 601, 285

Other Direct Costs

O fice Expenses $37, 500

Capital Equi prent 75, 000

Total Oher Direct Costs $112, 500

Total Direct Costs $2,713,785

Indirect Costs: General Adm nistration:

(23% of Direct Labor, $2,601, 285) 598, 296

Total Permtting Program Costs $3,312,081

1 Permtting Authorities should check with their budget staffs for
informati on on and use of indirect cost percentages.
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2. 3 REVENUE PROCESS

A. Cal cul ating Fees

Permtting authorities have considerable latitude in
devising their fee schedul es provided the fee structure raises
sufficient revenue to cover all direct and indirect operating
permts program costs. The hypothetical permitting authority
establ i shed a cost recovery system based on pernmit issuance
fees and em ssions fees.

Permt issuance fees recover the costs of review ng and
acting upon permt applications. The hypothetical permtting
authority recogni zes that permt applications fromnore conpl ex
sources will require additional effort for technical review and
adm ni strative processing and has structured its permt
i ssuance fee schedule to reflect this. In this exanple, the
permtting authority established i ssuance fees for conplex
sources at $4, 300 per source, and issuance fees for |ess
conpl ex sources at $500 per source. The hypothetical pernitting
authority assesses issuance fees on an annual basis.

Em ssions fees recover the remaining costs of the
permtting program The hypothetical permitting authority
charges em ssions fees based on the type of pollutant emtted,
has el ected to cap em ssions fees at 4,000 tons per year per
pol | utant per source, and has capped total fees at $250, 000 per
source. Fee rates for permt issuance fees and em ssions fees
are shown in the follow ng table.
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FEE RATES

PERM T | SSUANCE FEES
SOURCE COVPLEX SOURCE LESS COVPLEX SOURCE
TYPE
DOLLARS $4, 300 $500
EM SSI ON FEES ($/ TPY)
Pb HAPs NOX VoC PM 10 SOx co
321 60 24 24 22 22 22

B. Applicability of Fee Rates

The hypothetical permtting authority, in addition to providing
detailed information in its permt fee denbnstration regarding the nature
and type of fees to be collected, subnmitted a list of all sources
anticipated to be subject to the programand the fee anobunt to be coll ected
from each. Such a denonstration is needed to illustrate that the fee
schedul e established by the permitting authority will collect an anpunt
equal to or greater than the anmpunt estimated to be needed to cover the
direct and indirect costs of the program

FEES CHARGED TO ALL SOURCES

No. Source Name Source Type | Emissions Permit Emissions Total Fee
(tpy) I ssuance Fee Fee (Capped)
1 GENCO Bayshore Complex 127,263 $4,300 $247,200 $250,000
2 GENCO Colby Complex 104,291 $4,300 $246,700 $250,000
3 Abbington & Walker #2 | Complex 54,436 $4,300 $247,200 $250,000
4 Ormayer Products Complex 48,656 $4,300 $247,200 $250,000
5 LillisMartinsville Complex 7,762 $4,300 $172,086 $176,386
6 Liberty Paper Complex 9,620 $4,300 $163,240 $167,540
7 GENCO Walkerton Complex 6,794 $4,300 $152,416 $156,716
(129 sources omitted from table)
136 | Schukyll Cement Complex 1,825 $4,300 $43,800 $48,100
137 | Mordoc Materias Less Complex 1,685 $500 $37,070 $37,570
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No. Source Name Source Type | Emissions Permit Emissions Total Fee
(tpy) I ssuance Fee Fee (Capped)
138 | Granstar Stone Complex 1,132 $4,300 $27,168 $31,468
139 Complex 984 $4,300 $23,616 $27,916
140 Less Complex 823 $500 $19,752 $20,252
(158 sources omitted from table)
299 Less Complex 150 $500 $4,300 $4,800
300 Less Complex 150 $500 $3,900 $4,400
TOTALS 634,177 | $300,000 | $3,175,000 | $3,475,400
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3. O CENERAL FEE DEMONSTRATI ON PROVI SI ONS

The follow ng elements apply in part to both fee denonstrations
types, the "detailed fee" denonstration and the "presunptive m ni mum
program cost" denonstration.

3.1 I NI TI AL ACCOUNTI NG

Each permtting authority is required by 870.9 to provide an initial
accounting of how required fee revenues are to be used solely to cover the
costs of nmeeting the various functions of the permtting program
Regardl ess of the type of fee denpnstration a permtting authority elects
(i.e., either a detailed denonstration or the presunptive fee approach),
all permitting authorities should describe the adm nistrative and
accounting controls which, when effectively utilized, would result in the
accurate collection and di sbursenment of permt fees, allocation of indirect
costs, apportionnent of operating costs between related program activities,
reconciliation of programfees with program di sbursenents, and separation
of permt fees and other funds used to fund the agency's air program such
as 8105 grant funds. Permtting authorities should al so describe controls
establ i shed, or to be established, to prevent the unauthorized collection,
expendi ture, or transfer of resources into or out of the title V program
Perm tting agencies may submt copies of accounting and adm nistrative
controls that have been established to insure the fiscal integrity of the
title V programin satisfying this requirenent.

In addition to the initial accounting that is required to be
submtted as part of the operating permts program part 70 also requires
permtting authorities submt periodic accounting reports. The EPA intends
to provide further guidance on the contents of the periodic reports.

To assure that permt fees are adequate to fully support the permt
program and that required fee revenues are used solely to cover the costs
of the program 870.9 requires that all permtting authorities denonstrate
that the fee schedule selected will result in the collection and retention
of fees in an anmount sufficient to fund the program Each permtting
authority nust provide, regardless of the fee denonstrati on net hodol ogy
used, a description of how the permtting authority plans to collect fees
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to cover the programcosts. Permitting authorities can provide a |ist of
sources and the amount of fees that it expects to collect fromeach source

to fulfill this requirement. Alternatively, permtting authorities can nmake
ot her denonstrations such as indicating the nunber of sources and the
collective em ssions fromsuch sources to show that programcosts will be

covered by the chosen fee rate. Permtting authorities should submt a
description of all revenue and fee types (i.e., em ssion fees, application
fees, inspection fees, etc.) to be used to fund the title V operating
permts program Permtting authorities should also submt an explanation
of title Vfee billing, collection, and di sbursenent systens and

pr ocedures.

3 .2 FEE ADEQUACY FOR PRESUMII VE FEE APPROACH

The EPA will presunme that a permitting authority's fee revenue is
adequate to fund its permts programif the revenue, in the aggregate,
neets or exceeds an anount equal to $25 per ton per year [as adjusted by
t he Consumer Price Index (CPl)] times an em ssions inventory based on
actual em ssions conputed according to the criteria found in 870.9(b)(2)
and in the August 4, 1993 gui dance nenorandumon title V fees.

Permtting authorities who choose to rely on this nethod of
establ i shing the adequacy of their fee revenue nust provide information
that the em ssions inventory used in determning the anount of presunptive
fees was cal culated in accordance with 70.9(b)(2). The projected fee
revenue that will be collected nust equal or be nore than the product of
the relevant emi ssions (tons per year) nultiplied by the $25/spy anount
(with CPl adjustnents.)

Permtting authorities that use the presunptive fee approach face the
di l emma of having to anticipate and include in their programsubmttals
(due Novenber 15, 1993) what the CPlI adjustnment factor will be for the
first year of program operation, which commences on program approval,
presumabl y Novenmber 15, 1994. The CPI adjustnent factor for the year ending
August 31, 1993 is $29.30. Since the CPI adjustnent factor for the first
full year after program approval will not be available until Septenber
1994, EPA recommends that permtting authorities use a CPl
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adj ustnment factor of 3 per cent for the period between Septenber 1993
and Novenber 1994, resulting in an anount of $30.18. The 3 per-cent
figure is an estimte devel oped by the Council of Econom c Advisors,

t he Departnent of Treasury, and the Ofice of Managenent and Budget,
and was included in the Admnistration's forecast of out-year econonic
activities (1995 and beyond) as their CPl adjustnent factor.

3.3 FOUR- YEAR ESTI MATES OF PERM T PROCGRAM COST AND REVENUES

As part of its programsubmttal, 870.4(b)(8)(v) requires each
permtting authority submt "an estimate of the permt programcosts
for the first 4 years after approval, and a description of how the
State plans to cover those costs.” For permtting authorities that
choose the presunptive fee approach, use of the CPlI index adjustnent
factor should suffice to estinmate program expenses over the 4 year
period. However, permtting authorities that choose to submt a
detailed fee denonstration, justifying |less than the presunptive fee
anmount, nust also provide an estimate of the program costs for each of
the 4 years Al though each programw || face unique growth issues,
several of the factors which permtting authorities my want to
consider in devel opi ng resource projections over the 4 year period are
di scussed bel ow.

The two nost significant factors likely to affect personnel costs
are the nunber of additional sources to be permtted after
promul gati on of new maxi mnum achi evabl e control technol ogy (MACT)
standards and the additional staff tinme needed to process applications
for permt nodifications, conduct source inspections, review sem -
annual reports frompermtted sources, etc.

More specifically, as new MACT standards are pronul gated,
personnel costs are likely to rise for several reasons. First,
addi ti onal sources may becone subject to permtting requirenents.
Second, permts for sonme sources will have to be reopened to add
new MACT requi renents, and many of these sources wll require
permts which are likely to be fairly conplex. Third, the nunber of
regul ated pollutants will expand. For exanple, when the Hazardous
Organic National Em ssion Standard for Hazardous Air Pollutants
(HON) is promulgated, 149 volatile hazardous air pollutants
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addressed by the HON and |isted in section 112(b) of the Act wll
becone regul ated pollutants. Since regulated air pollutants nmust be
described in a source's permt application, the process of review ng
permt applications and drafting permt conditions will becone nore
conpl i cat ed.

Permtting authorities should consider these and other factors in
projecting costs for the 4 year period after program approval. Because
of the uncertainty in such projections, it will not be necessary to
provide the sanme |evel of detail as required in the base year
denonstration. Rather, year-to-year estinmates of resources by nmgjor
activities or total resources to inplenent the entire programw || be
acceptable to satisfy the 4 year projection. Permtting authorities
however shoul d provide an expl anation of the assunptions used in
maki ng the projections.
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