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STATE OF MINNESOTA 

POLLUTION CONTROL AGENCY 

Propose d Rules Parts 7002 . 0010 -
7002.0100 Wate r Quality and Air 
Quality Permit Fee Rules 

STATEMENT OF NEED 
AND REASONABLENESS 

I. I NTRODUCTION 

The Minnesota Pollution Cont rol Agency (Agency) was 

required by the 1985 Minnesota Legislature to adopt rul es f o r the 

establishment and collect i on of pe rmit fees to cover the 

r easonable costs o f reviewing and act ing upon permit applications 

and for implementing and enforcing the conditions of the permits. 

Minn. Stat . §116.07, s ubd . 4d (1984) , as amend ed by Minn. Laws 

1985 , First Special Sess ion, ch . 13 . 

The above-captioned rules are proposed for the purpose of 

establishing permit application , processing, and annual fees for 

water quality permits and air quality permits , which permits are 

issued by the Agency pursua nt to Minn . Rules ch . 7001 (Supp. 

1984 ) . In 1985 the legisl ature established a targ e t amount of 

$270,000 annually for the Ai r Quali ty Div ision and $750,000 

annually for the Water Qual ity Division , which the Agency must 

collect through the fees. Mi nn . Laws 1985 , Fi rst Special 

Session, ch . 13. 

The proposed rules establ i s h the amount of t he fees and 

manner of payment of the fees . Penalty provisions are include d 

for late payment of the required fee . 

A part of the admini strative requirement involved in adopting 

these rules is the revi e w a nd approval of the fee sched ule by the 

Minnesot a Commissioner of Finance. This approval , dated 

This document is made available electronically by the Minnesota Legislative Reference Library as part of an 
ongoing digital archiving project. http://www.leg.state.mn.us/lrl/sonar/sonar.asp 



-2-

August 2, 1985 , is Exhibit 1. 

II. STATEMENT OF AGENCY 'S STATUTORY AUTHORITY 

The Agency is author ized by Minn. Stat. §116 .07 , subd. 4d 

(1984), as amended by Mi nn. Laws 1985 , First Special Session , ch. 

13 , §233, to adopt rules for the collection of permit fees. The 

statute p rovides : 

The agency may colle ct permit f ees in amounts not 
greater t han those necessary to cover the reasonable 
costs of reviewing a nd acting upon applications for 
agency permi ts and implementing and enforcing the 
conditions of permits pursuant to agency rules . Permit 
fees shall not include t he costs of li tigation . The 
agency shall adopt rules under sect ion 16A.128 
establishing the amounts and methods o f col l ecti on of 
any permit f ees collected under this subdivision. Any 
money collected under this subdivision shall be 
deposited i n the special revenue fund. 

The target a mounts of $2 70,000 for the Air Quality Division and 

$750,000 for the Water Quality Division are established by Minn. 

Laws 1985, Fir s t Special Session, ch . 13, §26. 

The Agency is authorized to i ssue permits by Minn. Stat. 

§§115.03, subd . l(e) and Minn . Stat. §116 .07, subd . 4a (1984) and 

has implemented this authority in several different permit 

programs. The Agency i s proposing in this rulemaking proceeding 

to exercise i ts authority to collect permit fees for its air 

quality and water qual i ty permit programs. 

The Agency is required by Minn. Stat. §116.07 , subd. 4d, as 

amended , to adopt the rules under Minn. Stat. § 1 6A .128 , as 

amended by Min n. Laws 1985 , First Special Session, ch. 13 , §101. 

Subdivision 2a of that statute p r ovides: 
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Other fees not fixed by law must be fix ed by rule. The 
procedure for nonco ntrover s ial rules in sections 14.21 
to 14.28 may be used except that no publ ic hearing need 
be held unle ss 20 per cent of the persons who will be 
required to pay the fee submit to the agency during t he 
30 - day period a llowed for comment a written request for 
a public hearing on t he proposed rule . The notice of 
intenti on to adopt the rules must stat e whether a 
hearing will be held if not required . This procedure 
may be u sed o nly when t he total fees est imated f or the 
biennium do not e xceed the sum of direct a ppropriations , 
indirect costs, transfers in, and s alary supplements for 
that purpose. A public hearing is required to fix fees 
spent under open appropriations of dedicated receipts . 

As authorize d by this statute, the Agency is e l ecting to use the 

noncontroversial rulemaking procedures of Mi nn . Stat. §14.21 to 

14.28 (1984) and will not hold a hearing unless the required 

number of written requests are received . 

III. STATEMENT OF NEED 

The need to adopt t he proposed rules arises from the fact 

that the State Legislatu re and the Governor are interested in 

implementing new ways of covering the financial burden on the 

State to cover the operating c ost of administrative agencies . 

The Governor has indica ted h is desire to have administrative 

services and r e gulatory act i v ities paid for, in who l e or in part, 

by t hose persons benefiting from the service or requi ring the 

regulatory activity . When it e nacted Minn . Stat . §116.07 , subd. 

4d (1984), the Legislatur e agreed that it was appropriate that 

the regulated communi ty bear a portion of the reasonable costs of 

reviewing and acting upon permit applications and implementing 

and e nforcing the condi tions of permits. 
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In 1985 the Legislature directed the Agency to collect 

$1,020,000 through a permit fee program. In order to 

comply with the Legislature ' s directive, it is necessary to adopt 

the proposed rules. 

With r espect to air quality permits, the adoption of the 

permit fee rule is also needed for the purposes of the Clean Air 

Act. Section 110 of the Act (42 u.s.c. §7410) requi res the State 

to adopt a plan , known as a State Implementation Plan (SIP) which 

provides for implementat i on, maintenance, and enforcement of 

national ambient air quality standards . Section 110(a)(2)(K) (42 

u.s .c . §7410(a)(2)(K)) requires that a SIP include a requirement 

that the owner or operator of each major stationary source pay to 

the permitting authority as a condition of any permit a fee to 

cover the costs of reviewing and acting upon permit applications 

and the costs of implementing and enforc i ng the terms and 

conditions of any such permit. 

IV. STATEMENT OF REASONABLENESS 

A. Introduction 

In addressing the issue of the reasonableness of these permit 

fee rules, the Agency belie ves that the following criteria should 

be met: 

1. The r e venue generated under the permit fee rules should 

be sufficient to meet the target amount establishe d by 

Minn. Laws 1985, First Special Session, ch. 13, §26. 
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2. The permit fee rules should be equitable in that the fees 

charged for different types of permits are generally 

representative of the program effort required in the 

issuance , enforcement, and r elated activities for a 

particular category of permit. 

3. The administrative requirements of the permit fee p r ogram 

should be minimal and should not interfere with 

permitting activities. 

4. The permit fee rules should provide a l evel of certainty 

to the permittee of the amount of the fee which is due . 

The proposed fee rules meet these criteria for the following 

reasons : 

1. The permit f ee rules will generate revenues sufficient to 

meet the target amount of $1,020,000. 

2. The fee schedule provided in the rules varies according 

to various permit categories. Higher fees are charged 

for permits which involve , on the average , a greater 

amount of Agency staff effort. 

3. In selecting an approach to recover the administrative 

costs of permitting act ivities, the Age ncy had to choose 

between two a lternatives . One alternative is to charge a 

permittee on a per-hour basis for the actual hours the 

Agency staff spends dealing with that permittee ' s permit. 

This approach would require Agency staff to record the 

hours they worked on a given matte r and pass that 
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information on to personnel who are involved in 

collecting fees, who would have to translate those hours 

into the amount of fees due. The second alternative is 

the approach which is embodied in the proposed rules. 

Fixed fees are established for identifiable permit 

categories. This approach is reasonable because it 

eliminates the need to spend the additional Agency 

administrative time which would be necessary for detailed 

time accounting. Billing activities can be done by 

financial personnel without the need to take up the time 

of permitting personnel. Therefore the administrative 

requirements of the permit fee program will be minimal 

and will not interfere with permitting activities. 

4. The use of readily identifiable permit categories in fee 

assignment provides certainty to permittees as to the 

amount of fee which is due. 

The following discussion addresses the reasonableness of the 

specific provisions of Minn. Rule Parts 7002.0010 - 7002 . 0100 . 

B. Scope (Minn. Rules part 7002.0010) 

This part establishes that the rules apply to all persons 

required to obtain a permit described under Minn. Rules part 

7001.0020, items E., F., H,. I., and J. from the Agency. 

Minn. Rules part 7001.0020 is a part of the Agency's Permit 

Rules, Minn. Rules ch. 7001 (Supp. 1984), which establish a 
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standard permitting procedure for many types of permits issued by 

the Agency. _1/ The types of Agency permits to which the standard 

permitting procedure applies are listed in Minn. Rules part 

7001.0020. It is reasonabl e to cross-reference the appropriate 

portions of Minn. Rules Part 7001.0020 because Minn. Rule part 

7001.0020 provides a convenient "laundry list" of the types of 

permits the Agency issues. 

The Agency determined whether it was appropriate to charge 

permit fees under this rule to all of the permits listed in Minn . 

Rules part 7001.0020 and decided that in certain cases it is not. 

_1/ The permits described by Minn . Rules part 7001 . 0020, items 
c., E. , F., H., I. , and J. are as follows: 

1. An Agency permit required for sewage sludge landspreading 
activities (item C.); 

2·. An Agency permit required for the construction, 
installation, or operation of a disposal system (item 
E. ) ; 

3. An Agency permit required for the discharge of a 
pollutant into the waters of the state from a point 
source (item F. ); 

4 . An Agency permit required for the construction or 
operation of a liquid storage facility (item H.); 

5. An Agency permit for the construction, modification, 
reconstruction, or operation of an air emission facility, 
except those activities permitted under APC 8 (Minn. Rule 
Parts 7 005.0700 - 7005.0820) (item I.); and 

6. An Agency permit required for the construction of a 
facility , building, structure , or installation that 
attracts or may attract mobile source activity that 
results in emissions of an air pollutant for which there 
is a state standard (item J . ). 
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The e x emptions created under thi s part a r e t he permits described 

under Minn. Rules part 7001.0020, items A., B. , D., and G. The 

reasonableness of each of these exemptions is discussed below. 

Item A. describes permits "for the storage, treatment , 

utilization, processing, transfer, intermedi ate disposal , or 

final disposal of solid waste." It is reasonable to exempt these 

permits for the time being because the Agency is in the process 

of reviewing its rules relating to solid waste and believes that 

it is likely that substantial revisions will be made. It is more 

appropr i ate to begin to charge permit fees for these permits 

after the r evi sed rules are put into place. 

Item B. describes permits "for the treatment, s t orage, or 

disposal of hazardous waste." It is r e asonable to exempt these 

permits because hazar dous waste facilities and generators already 

are charged fees under the Age ncy's rules Minn . Rules Parts 

7046 . 0010 - 7046.0070 , Hazardous Waste Facility and Genera tor 

Fees. 

Item D. describes letters of approval "for sewage sludge 

landspreading s i tes.• The program for issuance of letters of 

approval for sewage sludge landspreading sites is fairly new . 

As a result, the Agency does not have a long history on which to 

determine average work l oads on which fees would be based. 

Because the Agency does not have enough information on which to 

base equitable fees, it is reasonabl e to exempt these lette rs of 

approval from fees at this time . 
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Item G. describes permits "for the construction or operation 

of a feedlot.• It is reasonable to exempt these permits because 

another rule, Minn. Rules Part 7020 . 0300, subp . 19 (1983) 

specifically exempts this permitting activity from permit fees. 

C. Definitions (Minn. Rules part 7002.0020) 

This part sets forth ten definitions of terms found elsewhere 

in the rule. The definitions of these terms are discussed below. 

"Age ncy" is defined as the Minnesota Pollution Control 

Agency. It is reasonable to define this term in order to clarify 

the agency to which this term refers. 

"Air pollution control equipment" is defined as a device used 

to prevent, abate, or control air pollution. The amount of the 

processing fee established in Minn. Rule Part 7002.0100 depends 

on whether certain equipment is "air pollution control 

equipment." Therefore it is reasonable to define this term in 

order to clarify to the public the amount of fees to which 

certain facilities are subject. 

"Director " is defined as the Director of the Agency. It is 

reasonable to define this term in order to clarify the person to 

whom this term refers. 

"Indirect source" is defined using the same language as is 

used to describe the Agency permit required by Minn. Rules part 

7001.0020, item J. Issuance of these permits is governed by the 

Agency's permit rule Minn. Rules parts 7001.1250 - 70 01.1350, 
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Indirect source permits, in conjunction with the Agency ' s permit 

rules Minn. Rules parts 7001.0010 - 7001.0210. It is reasonable 

to define this term in order to clarfy to the public which types 

of permits are subject to fees . 

•Major emission facility" is defined as an emission facility 

having potential emissions of 100 tons per year or more of sulfur 

dioxide or particulate matter . This definition is reasonable 

because it reflects the type and size of facilit i es which require 

additional permitting and enforcement activities as a result of 

federal regulations and requirements of the work plan specified 

by the U. s. Environmental Protection Agency (EPA) under the 

Clean Air Act. 

The definition of "National Pollutant Discharge Elimination 

System (NPDES)• incorporate s by reference the definition in the 

Agency ' s permit rule Minn. Rules part 7001.1020, subp. 19 . It is 

reasonable to use the same definition for this term as is u sed in 

other rules regulating the same activity because it promotes 

consistency among Agency programs . 

The definition of "nonattainment area" is identical to the 

definition of that term found in the Agency ' s rule Minn . Rule 

part 7005.3030, s ubp. 11 (1983), the Offset Rule. The amount of 

certain fees establ ished in this rules depends upon whether the 

permitted facility will be located in a nonattainment area. 

Therefor e it is reasonable to de fine this term in order to 

clarify to the public the amount of fees to which certain 
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facilities are subject. It is reasonable to use the same 

de finition for this term as used in other Agency rules because it 

promotes consistency among Age ncy programs . 

"State disposal system permit• is defined for the purposes of 

this chapter as a permit for a disposal system that may be 

constructed and operated without a NPDES permit. All disposal 

systems are required by Minn . Stat . §115.07 (1984) to be covered 

by an Agency permit. Many disposal systems are also required by 

the Federal Clean Water Act and by Minn . Rules part 7001. 1 030 to 

be covered by a NPDES permi t. The amount of the fee established 

for a state disposal system permi t alone or both a state d i sposal 

system permit and a NPDES permit are the same, with the exception 

of major NPDES/state disposal system permits and s e wer extension 

permits . It is reasonable to define thi s term in order to 

clarify to the public which types of facilities are subject to 

fees . 

"Total emission facility " is defined as an assemblage of all 

emission sources on adjacent property that are under common 

ownership or control and that exist for a common function . In 

the past, it was common for the Agency to issue to a single 

company a number of air quality permits cove ring individual 

components of the emission facility. These rules provide that 

only one fee will be charged per "total emission facili ty , " 

regardless of the number of permits held. Therefore it is 

reasonable to define this term in order to clarify that multiple 
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fees will not be collected by the Agency. 

D. Fee Determination (Minn. Rules part 7002.0030 ) 

This rule provides that the Agency shall calculate the permit 

fees based upon the schedule provided in part 7002.0100 or 

7002.0110 and shall notify the permittee of the amount due prior 

to the payment date. I t is reasonable to require the Agency to 

give the permittee advance notice of the amount of the fee in 

order to avoid confusion as to fee payment responsibilities. 

E. Payment of Fees (Minn. Rules part 7002.0040) 

This rule provides that fees must be made payable to the 

"State Treasurer" and submitted to the either the Director of the 

Division of Water Quality or the Director of the Division of Air 

Quality, as appropriate for the type of permitted activity . 

It is reasonable to require that fees be made payable to the 

State Treasurer because Minn. Stat . §116.07, subd. 4d (1984), as 

amended by First Special Session Laws 1985, ch. 13, §233, 

requires t hat all money collec ted through permit fees be placed 

in a special fund administered by the State Finance Department . 

It is reasonable to require that fees be submitted to the 

Director of the appropriate Agency division so that they may be 

directed properly within the Agency and properly recorded and 

accounted for. 
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F . Application Fee (Minn . Rules part 7002.0050) 

This part requires that application fees be submitt ed at the 

time of submission of the application and that failure to submit 

the fee renders the application incomplete such that process ing 

will be suspended until the fee is received . 

The rationale behind requiring an application fee arises from 

the fact that from time to time permit applications are 

withdrawn, deni ed , or are not issued for some other reason . At 

the point at which such a p plications have been withdrawn or 

denied , the Agency staff would a l r eady have invested time and 

expense in processing the application. At the t i me permit 

applications are submitted the Agency cannot make an advance 

forecast of what specific appl i cations will not result in the 

issuance of a permit. It is reasonable to require the payment of 

a fee with the application because otherwise the Agency's 

administrati ve costs for reviewing some permit applications will 

not be reimbursed. It is reasonable to provide that failure to 

submit the application fee will result in suspension of 

process ing of the application because this provision will 

encourage prompt payment of the fees and thus promote the 

accomplishment of the goal of these rul es to recover the 

administrative costs of the Agency for permit activities. 

G. Pr ocessing Fee (Minn . Rules part 7002 . 0060) 

This part requires the permittee to pay the applicable 
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processing fee within 30 days of the issuance of the permit by 

the Agenc y. It is reasonable to establish a specific time frame 

for payment of the processing fee to enable the Agency to 

effectively carry out its responsibility to collect permit fees 

in a timely manner and to provide certainty for permittees so 

that they may make their financial plans for payment of the fees. 

This part also provides the opportunity to pay the processing 

fee in annual instal lments to those p e rmittees with facilities 

which fall within the definition of a "small business " under 

Mi nn. Stat. §14.115, subd . 1 (1984) or municipal waste water 

treatment plants with an average design flow of l ess than 30,000 

gallons per day. Municipal waste water treatment plants of this 

size are those which serve small communities and are therefore 

the municipal equivalent of a •small business.• Because of their 

si ze, most small businesses and small municipal waste water 

treatment plants pay comparatively low processing and annual 

fees . Allowing small businesses to make smaller payments over an 

extended period was prompted by the provisions of Minn. Stat. 

§14 . 115 (1984), which encourages all agencies to make allowances 

in rules for s mall businesses in Minnesota. It is reasonable to 

make this allowance f or small businesses because it al l ows the 

Agency t o collect the fees to cover the cost of permit processing 

while at the same time enabling these permittees to plan for 

these additional costs and to spread the payments over several 

years without incurring interest charges . 
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H. Annual Fee (Minn . Rules part 7002 . 0070) 

This rule establishes an annual fee to cove r routine 

enforcement activities at a facility or for enforcement of an 

activity required by a Minnesota statute or rule to be covered by 

a permit . The rule r equires the enforcement fee to be paid 

within 30 days of receipt of a n invoice from the Agency. 

The collection of fees to cover the Agency 's costs associated 

with the enforcement of permitted facilities and activities is 

authorized by Minn. Stat. §116 . 07, subd. 4d (1984) . Enforcement 

activi ties include the revie w of monitoring reports, the conduct 

of inspections, and the initiation of activities to bring 

permittees into compliance whe n necessary . These enforce ment 

activities require the hiring of staff and the expenditure of 

other Agency funds, and therefore it is reasonable to recover 

them with fees. The terms of payment established in the rule are 

reasonable because they are clear and easily understandable and 

therefore allow permittees to understand t heir obligations and 

make advance financial plans . 

I . Notification of Er ror (Minn. Rules part 7002 .0080) 

This Rule allows for notification to the Agency concerning 

disputes as to the correct amount of fees due. The person who 

believes t hat t he Agency has made an error must notify the 

Director of the appropriate Agency division (Air Quality or Water 

Quality) along with submittal of the assessed f ee . Requiring 

prompt notice of a d ispute is r easonable in the interests of 
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efficient fee collection and prompt dispute resolution . The rule 

also provides that if the director of the appropriate division 

finds that the person appea ling the assessed fee is correct , the 

overpayment shall be reimbursed or credited to the permittee's 

account . This is reasonable because a person who has a bona fide 

claim that the Age ncy made an error in the calculation of the fee 

should have the error corrected and any overpayment returned. 

J. Late Payment Fee (Minn. Rules part 7002.0090) 

This rule provides that a penalty of 20 percent of the annual 

fee will be charged for failure to pay a fee within 30 days of the 

payment date. An additional penalty of ten percent of the annual 

fee will be charged for each 30 day period or fraction thereof 

that the payment is late. Establishing penalties for failure to 

submit fees in a timely manner is reasonable because the 

penalties will encourage prompt response to the obliga t ion 

created by these r ules and will thereby help in achieving an 

efficient fee collection program. 

K. Permit Fee Schedules (Minn . Rules Parts 7002.0100 to 
7002.0110) 

Minn. Rule Parts 7002.0100 to 7002 . 0110 establish the fee 

schedules for air quality permits and water permits. In both 

cases , the fees vary according to permit categories. As 

previously discussed , larger fees are charged for permits which 

have, on t he average , required a larger amount of Agency staff 

effort. Coll ectively, the fees which the Agency expects to 
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collect will cover 100 percent of the State funds used to cover 

the costs associated with the permitting efforts. 

The fee schedules established in the rules are discussed 

below. 

1. Air Quality Permit Fee Schedule (Minn. Rules Part 
7002.0100) 

Minn. Rules Part 7002.0100 establishes the fee schedule for 

various air quality permits. The application, processing, and 

annual fees are set forth in Subparts 1 - 5. 

Subpart 1 specifies the facilities and indirect sources to 

which this part applies by referencing the specific parts of the 

Agency 's permit rules (Minn. Rules parts 7001.1210 and 7001 . 1270) 

whic h establish the requirement to obtain a permit for a i r 

emission facilities and indirect sources. It is reasonable to 

provide the se cross-references for the purpose of clarification. 

Subpart 2 establishes a $50 application fee for permits 

described in Minn . Rule Part 7001.0020 , items I . (air emission 

facilities ) and J . (indirect source permits) . Fees which will be 

collected through this charge represent less than 5 percent of 

the r evenues which the Agency expects to collect through the fee 

system. This fee is reasonable because it is reasonably close to 

the average of what is charged by those other states which have 

an application or fil i ng fee. As discussed previously , this fee 

helps to defray the cost of processing applications for which no 

permit is issued and for which no processing fees are collected. 
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Subpart 3 establishes basic processing fees. These fees 

were calculated based on the average staff time needed to process 

a particular category of permits by the Division of Air Quality. 

The fees cover the portion of the direct salary and attendant 

costs funded by t he state. The split between state and federal 

funding for the Air Quality Division is 50/50. Using this 

approach and consider i ng the mix of salary r ates of staff 

involved in the permit process, the fees represent a charge of 

approximately $10.50 per hour of staff time (including fr inge 

benefits, supplies , and expenses·) expended . The fees charged are 

reasonable because they are proportional to the State's direct 

costs for processing various categories of permits. 

Subpart 2 also provides that a modification or addition of 

air pollution control equipment to a source occurring during the 

last year of the term of a permit will be addressed along with 

the r e issuance of the permit for a new term, and the Agency shall 

waive the fee for modification or installation of air pollution 

control equipment at the source and only assess a reissuance fee 

and applicable addit ional processing fees. The act of handling a 

modification or installation of air pollution control equipment 

as a r eissuance will avoid the necessity for the Agency to 

process essentially the same permit twice, and i t is reasonable 

to pass these "savings" on to the permi ttee. 

Subpart 4 establishes additional processing fees for the 

following types of facilit ies: 
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1. Major stationary sources located in a nonattairunent 
area; 

2. Facilities subject to the Prevention of Significant 
Deterioration requirements of 40 C.F.R. §51.24; 

3 . Facilities subject to New Source Performance 
Standards under 40 C.F.R Part 60; 

4. Facilities required to install Best Available 
Control Technology pursuant to 40 C.F . R. §51.24; 

5 . Facilities with air emissions containing pollutants 
for which no ambient air quality standard has been 
established under Minn. Rules part 7005.0080 and 
which have the potential to be injurious to human 
health. 

In addition , additional proces sing fees are assesed when the 

Agency staff performs dispersi on modeling analysis and stack test 

reviews . The fee rate for these additional processing activities 

are at the same approximate rate per staff hour as was utilized 

for the general processing category. It is reasonable to charge 

additional processing fees for major stationary sources located 

i n a nonatta inment area because the Agency ' s Offset Rule (Minn . 

Rules Parts 7005 . 3010 - 7005 . 3060) , Section 129 of the Clean 

Air Act, and EPA regulations 40 C.F.R. §50 .18 r equire those 

sources to undergo additional review, which involves additional 

administrative costs. Additional administrative costs are also 

i nvolved when the processing o f a permit involves facilities 

subject to the Prevention of Significant Deterioration 

requirements of 40 C. F . R. §51.24 , facilities subject to New 

Source Performance Standards under 4 0 C.F .R. Part 60, facili t es 

required to install Best Available Control Technology pursuant to 
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40 C.F . R. §51 . 24, facilities with air emissions containing 

pollutants for which no ambient air qual ity standa r d has been 

established under Minn . Rules part 7005.0080 and which have the 

potential to be in j urious to human hea lth, mode ling analysis, or 

revie w of s tack tests . Because of the unique nature of thi s 

additional activity and because a minority of permit applications 

result i n thi s additional effort, it would not be equitable to 

spread these costs a mong all permittees. Since the 

a dministrative cost of t hese a c t ivities can be readily estimated, 

it is r easonable to charge them directly to the p ermittees who 

make them necessary . 

Subpart 5 establishes a nnual fees f or stationary s ources 

which have b een issued an a ir quality permit. The fees charge d 

are reasonable because they are apportioned according to t he 

costs associated with enfor c ing permits issued to different sized 

facilities . Major e mission facilities reqire more time for 

enforcement activiti es than faci lities with potential emissions 

of a single pollutant between 50 a nd 100 tons a nnually . 

Facilities with potential emissions of a single polluta n t between 

25 and 50 tons do not require the same e nforcement activities as 

larger emission sources. _]./ The rule waives the annual fee for 

emission facilities of this latter size. This three-tiered 

system for annual fees establishe d by the rul e i s a reasonable 

_l_/ Facilities with potential emiss ions of a singl e pollutant of 
less than 25 tons per year do not require a permit. 
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approach to equitably distribut i ng the enforcement costs for all 

s i zes of emission sources based upon the work effort needed for 

enforcement activities . The rule also provides that a total 

emission facil i ty will be charged for one annual fee regardless 

of the number of air permits held by the facility. This rule is 

reasonable because the overall amount of enforcement time spent 

on a g iven total facili ty is independent of the number of permits 

held by t he facility. 

2. Water Quality Permit Fee Schedule (Minn. Rule Part 
7002.0100 

Minn. Rules part 7002.010 0 establishes the fee schedul e for 

various water quality permits. 

Subpart 1 defines a major NPDES facil i ty as a wastewater 

treatment discharger designated by t he Director and the 

Administrator of t he EPA as a part of the a nnual work plan that 

is developed in accorda nce with and that is sub j ect to the 

public participation r equirements of 40 C.F.R. Part 35 and is 

subject to the review and approval of the Agency. The following 

faci l ities, all of whic h have a potential for significantl y 

impact ing water quality , must be included on the list , unless the 

Dire ctor and the EPA find that the facilities do not have the 

potential for significant impacts o n water quality: 

A. A publicly owne d treatment facil ity with an ave rage 

design flow of 1,000,000 gallons per day or more; 

B. An electrical ge ner ating facility that is not primarily 

standby or a peaki ng faci l ity wi t h a generating capacity 
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of 100 megawatts or greater; 

C. A facility that is a primary industry as defined in 40 

C.F.R. §122.2 or other industry that discharges 

quantities of process waste water which are significant 

due to volume, pollutant loading, or other discharge 

parameters, o r the characteristics of the receiving 

water; and 

D. A facility with an actual or potential discharge of toxic 

pollutants under section 307(a) of the Clean Water Act. 

Because the s ize of the application , processing, and enforcement 

fees for NPDES facilities is depende nt on whether or not these 

facilities are "major," it is reasonable to define the term 

"major NPDES facility" in order to clarify to the public the 

amount to fees to which certain facilities are subject . 

The definiti on for "major NPDES facility" i s in accordance 

with the EPA's definition of the term "major facility " as it 

appears at 40 C.F.R. §122.2: 

Major faci lity means any NPDES "facility or activity" 
classified as such by the Regional Administrat or, or, in 
the case of "approved state programs ," the Regional 
Administrator in conjunction with the State Director. 

However , the rule fleshes out this definition to inform the 

publ i c that the designation of major NPDES facilities is done as 

a part of the annual work plan required by 40 C.F.R. Part 35, is 

subject to requirements for public participation , and is subject 

to the final approval of the Agency. In addition, the rule lists 
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the types of facilities that are subject to being on the list in 

order to further inform the public of what types of facilities 

might expect to be designated. This rule is reasonable because 

it informs the public of the procedures that will be used to 

designate major facilities and the criteria that will be applied. 

The application, processing, and annual fees are set 

forth in Subparts 2 ~ 5. In these fee schedules higher 

processing and annual fees are charged for major NPDES 

facilities. This is reasonable because, due to the higher 

potention of these facilities for signifi cantly impacting water 

quality, the level of Agency staff effort involved in process i ng 

and enforcing this type of permit has historically been 

significantly higher than it is for other NPDES permits. 

Subpart 2 establishes the application fee for permits 

d escribed in Minn. Rules Part 7001.0020 , items c. (sewage sludge 

landspreading activities) , E. (disposal systems), F. (discharges 

from point sources), and H. (liquid storage facilities). These 

f ees represent a charge of 15 percent or less of the total of the 

e nforcement and processing fees. As discussed previously, this 

fee helps to defray the cost of processing applications for which 

no permit is issued and for which no processing fees a re 

collected. The application fees for liquid storage facilities 

and sewer extension permits are one-time fees and are for permits 

which do not have a f i xed term . For both of these permits the 

primary staff effort is in the issuance of the permit; therefore 
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it is reasonabl e to collect thi s fee up front, at the t ime of 

application. 

Subpart 3 establishes processing fees . The fees charged are 

reasonable because they are proportional to the Agency ' s cost for 

processing applications, issuing permit , conducting other 

permit-related activities, such as load allocation surveys or 

discharge standard effluent limitation det erminations. 

Subpart 4 establishes annual enforceme nt fees. The fees 

charged are reasonable because they represent a p roportion of the 

Agency's cost for o ngoing compliance and e nforcement a ctivities 

which follow the issuance of a permit. 

Subpart 5 provides that no process ing or e nforcement fees 

will be charged for permits issue d as a General Permit under 

Minn. Rules Par t 7001 .0210. This i s r easonable because general 

permits are designed t o cover minor fac ilities which require 

minimal staff effort in terms of processing applications a nd 

e nfo r cement. The f ee for a general per mi t is therefore limited 

to the application fee, which is paid at the begin ning of t he 

process. 

K. Effective Date 

The rules provide that Chapter 7002 is effective January 1 , 

1986. This date i s reasonable because it is based upon the 1 985 

Legislat ure ' s directive to collect 50 percent of the target 

a mounts from fees during t he first year o f the biennium . 
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IV. SMALL BUSINESS CONSI DERATIONS IN RULEMAKING 

Minn. Stat. §14 .115 (1984) requires t he Agency , when 

p roposing rules which may affect small businesses , t o c ons ider 

t he following methods for reducing t he impact o f the r ule on 

small bus inesses: 

{a ) t he establis hment of l ess stringent compliance or 
reporting r equireme nts for small businesses ; 

Cb) the establis hme nt of l ess stringent schedules or deadlines 
for compliance or reporting requirements for small 
business ; 

Cc) the consolidation or simplification of compliance or 
repor ting r equirements for small bus inesses; 

Cd ) t he establishment of performance standards for small 
bus inesses to replace design or operational standards 
required in the r ule ; and 

Ce ) t he e x emption of small businesses from a ny or a ll 
requirements of t he rule. 

These rules make specific accommoda t i o n for small businesses. 

Proposed Minn. Rules part 7002.0060 allows s mall businesses and 

smal l municipal waste water treatment plants to pay the 

process i ng fee in annual installments ov e r t he life of t he 

permit . The Age ncy met t he requirements of Mi nn. Stat. §14 .115 

( 1984) t o c onside r reducing the impact of t he rules on small 

business. 

V. CONCLUS ION 

Based on the for egoing, the proposed Minn. Rules Part 

7001. 0010 - 7002 . 0110 are both needed and reasonable . 

Dated : ~ 1/ , 1985 

Executive 



Statement of Need and Reasonableness 
Addendum 

EXHIBIT 1 

As per M.S. 16A. 128, I have reviewed the Pollution Control Agency's 

proposed water quality and air qual i ty permit fee rules and fee 

schedu les and provide my approval that the proposed satisfies the 

direction and intent of pertinent legi s lation . 

wski , Conmissioner 
t of Finance 

Date 



EXPLANATION OF AIR QUALITY AND WATER 
PERMIT FEE CALCULATIONS 

EXHIBIT 2 

The purpose of this document is to present the approach used 

by the Agency i n calculating the leve ls of the permit fees 

contained in proposed Minn. Rules Parts 7002.0010 - 7002 . 0110, 

Air Quality and Water Quality Permit Fee s. 

AIR QUALITY PERMIT FEES 

The air quality permit fees were calculated on the basis of 

the direct staff effort involved in the processing and 

enforcement of the various types of permits issued by the 

Division. This required the staf f to review the types of permits 

handled and to assign them to permit categories. The following 

four permit categories were identified as being processed by the 

Division: 

1. Major emission facilities 

2. Minor emission facilities 

3. Indirect sources; and 

4. Pollution control equipment only 

With respect to the Division's enforcement activities, permits 

were divided into three categories: (1) those with emissions of 

100 or more tons per year (major), (2) those with emissions 

between 50 and 100 tons annually, and (3) those with emissions 

between 25 and 50 tons annually . 

After identifying these permit categories, the staff 

calculated the number of person hours necessary to complete 
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individual t ypes of activities for each permit catego ry and the 

cost of those person hours based on the salaries of the 

individuals who were to do the work . 

A primary source of information ut i lized in determining the 

staff effort needed t o conduct various permit and enforcement 

activiti es was the organi zational resource analysis (ORA) 

pre pared in support of t he Fiscal Year 1985 Work Plan, which was 

approved by t he Agency Board and was submitted to and approved by 

the Environmental Protect ion Agency. The ORA is done each year 

a nd identifies the number o f person hours needed and the 

c lass i fications of the persons assigned to complete individual 

types of activities in the Division of Air Qual ity. In some 

cases, t he activities in the ORA were expressed as broad 

categories , and i t was necessary to estimate the portion of the 

activity which related to permits . For permit and e nforcement 

activities , the number of hours spe nt was calculated. Thes e 

figures r equired adjustment to take into account vacation , sick 

leave, ho lidays , and t ime devoted to administrative activi t i es 

unre late d to the p r ogram . It is estimate d that 1560 hours per 

year of an Agency employee ' s time is available for actual work 

a ctivities . Therefore , the hours for each classification were 

adjusted by multiplying 1.3385 to approximate a 2088 hour work 

year. 

The calculations for convert i ng person hours into costs 

involved mult iplying hours for empl oyee c lassifications by t he 
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mid-range salary for tha t classification and adding 18 percent 

fringe benefit factor and a 15 percent supplies and e xpe nse 

factor . Costs thus derived were c a l culated for e a ch permit 

category . 

Once the average cost figure was derived for a particular 

permit or enforcement category, this figur e was split between t he 

portion covered by state funding and the portion covered by 

federal funding; for Air Quality this is a 50/50 s plit . Only the 

state-funded portion o f cost wa s included in the fee structure. 

The numbe rs representing the state-funded portion of cost 

were finally reviewed for general appropriate nes s and, in 

general, were rounde d off to the nearest $50. In some cases 

individual fees were further adjuste d to maintain proper 

perspective among categories. 

The across-the -board $50 application fee was not the result 

of calculations. It was sele cted as a reasonable figure because 

a nominal amount of initial handling is involved with all 

applications, whether o r not they are subsequently processed or 

cancelled. In addition , this figure is reasonably close to the 

average of what is charged hy those other states which have an 

a pplication or filing fee . The numbers which were used i n t he 

Division of Air Quality ' s c a l culati ons a r e attached as Appe nd ix A. 

WATER QUALITY PERMIT FEES 

The first step in calculating the wa t e r quality permit f e es 
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involved calculating that portion of the 1984 budget of the 

Divisjon o f Water Quality that i s devoted to processing and 

enforcing the various types of permits handled by the Division . 

This required the staff to review the types of permits handled 

and to assign them to permit categories. The following permit 

cate gories were identified: 

1. Major municipal permits 

2. Minor municipal permits (including state disposal system 
permits for sewage sludge landspreading facilities) 

3 . Major industr i a l permits 

4. Minor industr ial permits 

5 . Liquid storage permits 

6. Sewer extension permits 

After identifying t hese permit categories, the staff 

calculated the number of person hours necessary to complete 

individual types of activities for each permit category, the 

estimated number of each category of permits that the Division 

expects to handle in 1984 , and the cost o f those person hours 

based on the salaries of the civil service classification of 

the individuals who were to do t he work. 

The staff determined the number of needed p e rso n hours using 

the ORA which was prepared in support of the Fiscal Year 1984 

Work Plan, which was approved by the Agency Board and was 

submitted to and approved by the Environmental Pr otection Agency . 

In some cases , the activities in the ORA were expressed as b road 

categories , and it was necessary to estimate the portion of the 
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activity which r elated to permits. For the Monitoring and 

Analysis Section , hours were broke n out for permit r e lated 

activities such as determining permit limits, wasteload 

allocation s urveys , and bioassay work. For each employee 

classification, the total number of hours per year spent on the 

permit program was calculated. However , these f igures required 

adjustment to take into account vacation, sick leave, holidays, 

and time devote d to administrative activities unrelated to the 

program. It is estimated that 1560 hours per year of an Agency 

employee ' s time is spent on actual work activities. Therefore, 

the hours for each classification were adjusted by multiplying 

1.3385 to approximate a 2088 hour work year. 

The cost of the person hours was calculated by the mid-range 

salary for that classification according to the salary schedules 

in effect on July 24, 1984 . The salaries for each classification 

were then added together to give a total salary cost for each 

categor y of permits. To the basic salary , a fringe of 18 

percent was added to cover insurance and other benefits, and an 

additional 15 percent was added to cover supplies and expenses. 

After calculating the c ost of the person ho urs devoted to 

each permit category , the total was divided by the approximate 

number of permits in that category to give an annual cost per 

permit, includi ng permit issuance activities, enforcement, and 

monitoring and analys is activities where appropriate. This 
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number represents the approximate full cost of the permit 

activities for that category of permit. 

After figuring the full cost of permit activities, 

adjustments were made to calculate the fees, based on the portion 

covered by state funding and the portion covered by federal 

funding. For the Division of Water Quality , this is a 70/30 

split. Therefore , the per- permit cost was multiplied by . 70 to 

determine 70 percent of the program cost for each permit. These 

numbers were then reviewed for general appropriateness . After 

this review it was decide d to combi ne the municipal and 

industrial categories , because the fees calculated were similar , 

a nd because in some cases there was not a clear distinction 

between industrial and municipal permits. For example, according 

to the statutory definition, trailer parks are not 

municipalities; however , they are considered by the Agency to be 

municipal permits for the purposes of permit i ssuance , because 

they treat only domestic waste. However , for the purposes of 

enfor c ement, the Division of Water Quality treats them as 

industrial permits. 

After the total fees were adjusted in this manner, the 

Division the n selected a portion of this fee as proc e s s ing f ee 

and a portion as an e nforcement fee , based on the approximate 

percentage of staff time devoted to permit processing and 

enforcement activities. A $50 appl i cation fee was selected as a 
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r easonable figure to cover not only the initial work i nvolved in 

reviewing a permi t application but also for reviewing permit 

applications which ultimately, for whatever reason , do not result 

in the issuance of a permit by the Agency . 

After the review of the fee schedule up to thi s point, the 

Division decided to charge the entire fee for liquid storage 

permits and sewer extension fees as a one-time application fee. 

These activities are not significant in terms of staff resources 

devoted to them and the y are issued a one-time permit . 

The Division considered the question of what fees to charge 

for permits issued pursuant to Minn. Rules part 7001.0210, 

entitled "General permits . " The Agency has not yet i ssued any 

permits under this rule, but is in the process of developing this 

type of permit for noncontact cooling water dischargers which 

discharge less than one million gallons per day that meet certain 

requireme nts for temperature and additives. Because the Agency 

has no experience with this type of permit, permit c osts had to 

be roughly estimated . It appears reasonable to believe that 

charging a $50.00 application fee for this type of permit will 

recover a pproximately 70 percent of this program cost . Because 

it is anticipated that little staff time will be devoted to 

processing and enforcing these permits, it i s reasonable not to 

c harge processing and enforcement f ees for this type of permit . 

The numbe rs which were used in the Division of Water Quality 

calculations are attached as Appe ndix B. 
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