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POLLUTION CONTROL AGENCY - EXECUTIVE SUMMARY

AGENCY MISSION AND VISION:

Mission: “To help Minnesotans protect the environment”

The vision for the Pollution Control Agency (PCA) is very straight forward and
based on its enabling legislation that established the agency. The vision for
Minnesota’'s environment is comprised of four parts:

B fishable and swimmable lakes and rivers,
% clean and clear air,

® uncontaminated groundwater and land, and

® ' healthy ecosystems.

Environmental protection supports all elements of the Big Plan, particularly
supporting the goals of Healthy, Vital Communities, Service Not Systems, and
Minnesota: World Competitor. Some of the Big Plan areas of focus include light
rail transit, muiltimodal transportation, smart growth, energy production,
regulatory program reform, and coordination with sister agencies on issues such
as agriculture, mining, and water resources. Additionally, development of
alliances, program performance and evaluation, and responsiveness are key
supporting elements of the Big Plan.

KEY SERVICE STRATEGIES:

The PCA was created in 1967 — three years before the U.S. Environmental
Protection Agency (EPA) was created. Two years ago, the PCA underwent a
major reorganization to improve its ability to respond to environmental issues.

To help the PCA prepare this budget request, meetings with stakeholders were
held in Brainerd, Detroit Lakes, Duluth, Mankato, Rochester, Wilimar, and four
Twin Cities locations to gather information. Citizens, environmentalists,
businesses, local officials, and others provided input on their environmental
priorities and areas where the agency needs to apply resources. Agricultural
runoff, wastewater treatment, pollution from vehicles, and urban sprawl ranked
as top environmental priorities. Stakeholders ranked accessible information for
decision-making, water quality programs (permitting, compliance, and stormwater
programs), and measuring the condition of watershed basins through
comprehensive monitoring as the top three categories that participants felt
deserved the most urgent attention. Additional needs were also raised, including
increased timeliness of permitting, better translation and distribution of
information, and funding for citizen monitoring programs. The full results of these
meetings can be found on the PCA web site at:

hitp://www.pca.state.mn.us/hot/legislature. himl.
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The PCA's strategic directions for the next five years are described in its Five
Year Strategic Plan found on the PCA web site at:

hitp://www.pca.state.mn.us/publications/Syearplan.htmi.

PCA’s four key goals:

Goal 1. Recognize and address threats to Minnesota's environment. This
strategy was reaffirmed in the stakehoider meetings as the need to provide
leadership on statewide issues.

Goal 2: Prevent, limit, and cleanup pollution. Stakeholders asked PCA to focus
on improving core regulatory programs.

Goal 3: Improve government collaboration. Stakeholders reaffirmed that this
strategy is necessary between PCA and sister agencies, and between PCA and
local units of government.

Goal 4: Providé responsive services to citizens and stakeholiders. Stakeholders
asked the PCA to enhance communication efforts.

The directions in the Five Year Strategic Plan are implemented through service
strategies. The service strategies for this next biennium include the following:

"  Forming alliances with local governments, businesses, environmental
partners, and the public to collectively focus on behavior change, because
we all share responsibility for the environment.

¥ Evaluating the current condition of the state’s environment in a local, state,
regional, and global context; integrating data and trend analysis into PCA
planning and decisions; and measuring outcomes.

®  Ensuring that all stakeholders have access to the best scientific information
to effectively participate in managing their own human health and
environmental risks.

®  Continuously improve processes to measure true environmental outcomes
of our activities and use a full range of rewards and penalties to achieve
desired outcomes.

OPERATING ENVIRONMENT:

In the 1980's the PCA was primarily funded through the General Fund. In the
late 80's and 90's the PCA successfully used "command and control" approaches
to fixing specific sources of problems using funding from the affected permittees
or pollutant sources. However, many of these fees and taxes chronically raise
revenue insufficient to meet the appropriation for the programs. Additionaliy,
environmental priorities don’t always come with neatly associated funding
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POLLUTION CONTROL AGENCY - EXECUTIVE SUMMARY (Continued)

sources. For example, more than 50% of our air pollutants come from mobile
sources, such as cars and trucks, and 90% of Minnesota's lakes, rivers, and
streams are affected by nonpoint sources of pollution such as urban runoff,
agriculture activities, and failing septic systems. Establishing fees or taxes that
could successfully target the broad contributors to these pollution sources has
proved problematic. As the economy expands, the PCA is under increasing
pressure to quickly review new or expanded projects for impacts to the
environment and authorize their construction. With the exception of air quality
permits for which expedited review is statutorily authorized, our permit fee
structure does not allow additional resources to be added to meet this demand.

The amount of federal funding the PCA has received for administration of federal
programs has remained level, while the costs of staffing have increased. Since
1996, the increased staffing costs have resulted in a 25% “real” reduction in
operating support funding. This has also happened to a lesser degree on the
state level, mitigated slightly by occasional supplements for staff salaries. In
addition, certain program areas are in decline. For example, as remediation work
ends on Superfund and Leaking Underground Storage Tanks (LUST) sites of
federal importance, the administrative funding will also decrease. In addition, the
PCA received a significant number of competitive grants in the water quality area
in FY 1999, which have since ended. Finally, on-going federal grants have not
increased with inflation inhibiting the ability to leverage state funds. As a result,
for the first time in two decades, the PCA's operating budget is shrinking.

Finally, the budget request reprograms administrative support appropriations into
the direct appropriation for each of the media program activities. This enables
the program areas to acknowledge that indirect expenses are necessary to
manage environmental programs.

svane

The PCA’s environmental tax reform and reallocation requests provide a basis to
meet these challenges and ensure our resources are directed at the highest
environmental priorities.

ORGANIZATION/PROGRAM STRUCTURE:

The PCA’s service delivery divisions were redesigned to match three distinctly
different geographic areas of the state. This allows the agency to focus our
resources on local issues. For example, in the North District, where most of our
recreational lakes, including Lake Superior, are located and mining activities are
prevalent, the agency’s main focus is on failing septic systems and mining
activities. In the South District, which is mostly agricultural cropland, the focus is
on feedlots and agricultural runoff. In the Metro District, where one-half the
population of the state is clustered, air quality issues are a focus with a growing
emphasis on air pollution from motor vehicles.

State of Minnesota 2002-03 Biennial Budget

There are also two other divisions in the PCA--one devoted to policy and
planning and the other to environmental outcomes. It is the responsibility of the
policy and planning division to work with the EPA, legislature, and other internal
and external partners to help develop and deliver tools and strategies that result
in effective program implementation. It's the job of the outcomes division to
monitor the environment, analyze environmental data, and provide the PCA with
sound information for better informed decision-making. An example is the
Minnesota Environment 2000 Report that highlights key conditions and trends,
including those specific to the districts described above.

The budgeted FTE by organizational area is illustrated below.

[ Commissioner's Office 8.0 FTEs |

Fiscal Services 25.0FTEs
' Information Services Office 50.0 FTEs
' Organizational Development and Training 12.0 FTEs
' Human Resources 11.0FTEs
' Public Information 12.0 FTEs
" Policy and Planning 105.0 FTEs
' Environmental Outcomes 106.0 FTEs
| Metro Service Delivery District 203.4 FTEs
. South Service Delivery District 119.0 FTEs
I North Service Delivery District 142.0 FTEs
~ FY 2001 TOTAL FTEs 793.4

ke ;
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$ in Millions

POLLUTION CONTROL AGENCY - EXECUTIVE SUMMARY (Continued)

TRENDS AND PERSPECTIVE:

Agency Trend By Program
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In FY 2000-01, the agency moved remediation activities into integrated
environmental management, which now represent 76% of the expenditures in
Portions of air and water funding for monitoring and the federal
Performance Partnership Grant have been shifted to this area as well. However,
there is an expected decline in air funding in FY 2000-01 due to the elimination of
the inspection maintenance program, and water funding also shows a slight

this area.

decline due to reduction in permitting program bridge funding.
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The most notable feature on the Agency Trend by Fund graph is the decrease in
the Special Revenue fund due to the ending of the Inspection Maintenance
program. Expenditures in the solid waste fund increase due to the Closed
Landfill program and transfers to the Closed Landfill Investment Fund. The
General Fund increase was for pass through dollars in the Clean Water

Partnership program.
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FY 2000-01 Expenditures by Category

Total $228 Million

Contracted

POLLUTION CONTROL AGENCY - EXECUTIVE SUMMARY (Continued)
Agency Trend By Category
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The Agency Trend by Category graph reflects three main changes in the
agency's budget. The first is the contracted cleanup costs that are expected to
build through FY 2006 and then decline as sites are cleaned up. Second, the
contracted vehicle inspection was eliminated in FY 2000. The last trend is the
personnel costs. Although our actual FTEs have remained relatively constant,
their cost of living, salary grid changes, and health care costs have increased

faster than agency resources.

State of Minnesota 2002-03 Biennial Budget
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POLLUTION CONTROL AGENCY - EXECUTIVE SUMMARY (Continued)

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency’s base budget with the adjustments listed
below. These adjustments are outlined on the following budget brief pages and
individual change item pages within this document.

PCA Environmental Tax Reform:

Restructure the Environmental Fund and create a new Remediation Fund to
improve the ability of the legislature and the affected agencies to direct
money to the highest environmental priorities.

Eliminate the hazardous waste and water quality permit fees to provide tax
relief to communities and businesses.

Rename the solid waste tax the “environmental tax” and provide greater
flexibility in the use of those tax proceeds.

Abolish the Solid Waste Fund and the Metropolitan Landfill Contingency
Action Trust Fund and transfer balances to the new Remediation Fund and
the restructured Environmental Fund.

Deficiency Appropriation. Appropriate $500,000 from the Solid Waste Fund in
FY 2001 to cover back pay owed due to Fair Labor Standards Act (FLSA) ruling.

Feedlot Proposal. As part of a multi-agency feedlot initiative:

Appropriate $1.45 million for the biennium from the General Fund for
additional PCA permit staff.

Transfer $1.4 million for the biennium from Clean Water Partnership grants
to the Board of Water and Soil Resources for cost share assistance to
livestock producers for feedlot upgrades required under the revised feedlot
rules. ‘

Transfer $1.07 million for the biennium from Clean Water Partnership grants
to the Board of Water and Soil Resources for county feedlot grants to
delegated counties for permitting responsibilities.

Reallocations. Authorize the following reallocations to address environmental
priorities.

Reallocation Request

These reallocation requests are from the following program areas:

Point Source and Stormwater 1,173,000
Basin Monitoring 1,000,000
Air Toxics/Mobile Source 400,000
Lake Superior LaMP 200,000
Frogs 180,000

Total $2,953,000

State of Minnesota 2002-03 Biennial Budget

Individual Septic Tank Systems ( 247,000)
Solid Waste ( 400,000)
Hazardous Waste ( 400,000)
Underground Storage Tanks ( 126,000)
Superfund (1,000,000)
Salvage Yards ( 400,000)
Listed Metais ( 380,000)

Total ($2,953,000)

LCMR. Appropriate $313,000 from the Future Resources Fund and $87,000

from the Great Lakes Protection Account for the Satellite Based Assessment of

Lake Clarity and Quality project.
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T ReanN e,
Agency: POLLUTION CONTROL AGENCY
’ Biennial Change
Agency Summary Actual Actual Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Program:
WATER 14,233 16,639 23,270 22,171 23,859 22,351 23,639 7,589 19.0%
AIR 14,584 10,259 6,788 7,955 8,152 8,101 8,304 (591) (3.5%)
LAND 10,377 7,588 9,074 11,131 10,281 11,399 10,543 4,162 25.0%
INTEGRATED ENVIRONMENTAL PROGS 37,032 43,383 87,420 64,992 65,082 63,256 63,346 (2,375) (1.8%)
ADMINISTRATIVE SUPPORT 10,648 11,007 12,587 12,410 12,410 12,835 12,835 1,651 7.0%
Total Expenditures 86,874 88,876 139,139 118,659 119,784 117,942 118,667 10,436 4.6%
Financing by Fund:
Direct Appropriations:
ENVIRONMENT & NATURAL RESOURCE 429 745 648 0 a 0 0
GENERAL 14,092 13,485 16,090 17,184 17,909 17,481 18,206
MINNESOTA RESOURCES 0 50 50 0 313 0 0
PETROLEUM TANK RELEASE CLEANUP 3,571 3,382 3,594 3,511 0 3,616 0
STATE GOVERNMENT SPECIAL REVENUE 45 44 45 47 47 48 48
SPECIAL REVENUE 464 159 0 0 87 0 0
ENVIRONMENTAL 20,767 19,429 20,889 21,369 23,347 22,084 23,703
REMEDIATION 0 0 0 0 9,592 0 9,961
METRO LANDFILL CONTINGENCY 125 0 0 0 0 0 0
SOLID WASTE 6,712 6,643 7,643 7,394 0 7,629 0
Open Appropriations:
REMEDIATION 0 0 0 0 6,711 0 6,711
SOLID WASTE 2,020 2,420 6,711 6,711 0 6,711 0
Statutory Appropriations:
PUBLIC FACILITIES AUTHORITY 829 811 787 785 785 785 785
PETROLEUM TANK RELEASE CLEANUP 2,711 2,967 5,049 5,000 0 5,000 0
STATE GOVERNMENT SPECIAL REVENUE 1 1 1 1 1 1 1
SPECIAL REVENUE 12,086 9,410 6,401 11,333 11,333 11,454 11,454
FEDERAL 11,898 16,582 36,922 25,935 25,935 24,298 24,298
ENVIRONMENTAL 2,006 3,297 8,116 4,185 478 3,255 478
REMEDIATION 0 0 0 0 23,246 0 23,022
METRO.LANDFILL CONTINGENCY 5 0] 0 0 0 0 0
SOLID WASTE 9,113 9,451 26,193 15,204 0 15,580 0
Total Financing 86,874 88,876 139,139 118,659 119,784 117,942 118,667
FTE by Employment Type:
FULL TIME 754.3 764.6 750.1 698.4 712.9 673.7 688.2
PART-TIME, SEASONAL, LABOR SER 28.6 315 429 36.6 38.1 35.0 35.0
OVERTIME PAY 1.0 0.8 0.4 0.3 0.3 0.3 0.3
Total Full-Time Equivalent 783.9 796.9 793.4 7353 751.3 709.0 723.5
State of Minnesota 2002-03 Biennial Budget Page D-7




POLLUTION CONTROL AGENCY - BUDGET BRIEF

Fund: GENERAL

FY 2002 FY 2003 Biennium

BASE YEAR (FY 2001) ($000s) ’

Appropriations $16,774 $16,774 $33,548

BASE ADJUSTMENT

One-Time Appropriations 9) (84) (93)

Attorney General Costs 11 23 34

Space Rental/Lease 149 241 390

Salary & Benefits 259 527 786
BASE LEVEL (for 2002 and 2003) $17,184 $17,481 $34,665

CHANGE ITEMS

Feedlot Cost Share & Permit Admin 725 725 1,450
GOVERNOR'S RECOMMENDATION $17,909 $18,206 $36,115

BRIEF EXPLANATION OF BUDGET DECISIONS:

Background:
General funds are appropriated as base resources to support the water program

in the point source and non-point source activities which includes pass-through
dollars for the clean water partnership grants, county feedlot grant program, and
ISTS grants. The land program is appropriated general funds for hazardous
waste general operations and for the household hazardous waste program that
includes pass-through doliars to counties to subsidize their household hazardous
waste programs. Base resources are also appropriated to administrative
support, which includes the Commissioner’s Office, Fiscal Services, Information
Services, Organizational Development and Training, Human Resources, and
Public Information.

General Changes:
The one-time adjustment is for the Mercury Reduction program appropriation that
continues to be reduced each year.

The Attorney General base adjustment will be transferred to the Attorney Generai
to pay for same level services at increased hourly rates.

The Space Rental/Lease base adjustment will help pay for added costs that will
be incurred as our lease rates increase. For our main office in St. Paul, this will
be the first per square foot rent increase in ten years. ’

The Salary and Benefits base adjustment reflects a portion of the added costs of
increases anticipated as a result of the next round of collective bargaining.

State of Minnesota 2002-03 Biennial Budget

Change ltems:
With one exception, all of the change items presented by the PCA are

reprioritizations and involve the reallocation of existing funds from one program
use to another program use. They will be most compietely described as change
item requests in the area of the new use.

The Feedlot change item involves a transfer from Clean Water Partnership
Program pass-through grants and reprioritization of that money for county
delegated program grants, and funding for cost share for farmers to fix up
feedlots to meet environmental standards in priority watersheds. [n addition, an
appropriation is requested for PCA feedlot permit staff.

GOVERNOR'’S RECOMMENDATION

The Governor recommends the agency’s base level funding with the following
adjustments:

®  abiennial increase of $1.45 million for additional PCA feedlot permit staff;

®  a biennial transfer of $1.4 million from Clean Water Partnership grants to the
Board of Water and Soil Resources for cost share assistance to livestock
producers for feedlot upgrades required under the revised feedlot rules;

®  a biennial transfer of $1.07 million from Clean Water Partnership grants to
the Board of Water and Soil Resources for county feedlot grants to
delegated counties for permitting responsibilities.
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POLLUTION CONTROL AGENCY - BUDGET BRIEF

Fund: PETROLEUM TANK RELEASE CLEANUP

FY 2002 FY 2003 Biennium

BASE YEAR (FY 2001) ($000s)

Appropriations $3,393 $3,393 $6,786

BASE ADJUSTMENT

Attorney General Costs 5 2] 14

Agency Technical Reallocations -0- -0- -0-

Space Rental/lLease 35 56 91

Salary & Benefits 78 158 236
BASE LEVEL (for 2002 and 2003) $3,511 $3,616 $7,127

CHANGE ITEMS

MPCA Environmental Tax Reform ($3,511) ($3,616) ($7,127)
GOVERNOR'S RECOMMENDATION $-0- $-0- $-0-

BRIEF EXPLANATION OF BUDGET DECISIONS:

Background:
A fee on gasoline sales collected at the wholesale level funds Petrofund. Base

resources are appropriated for staff salary and expenses for administration of the
program. The agency receives money for cleanup of leaking underground tank
sites through application to the Petroboard (which consists of five members
representing the Department of Commerce, PCA, the insurance industry,
citizens, and the petroleum industry).

General Changes:
The Attorney General base adjustment will be used to pay the Attorney General
for the same level of service at increased hourly rates.

The Agency Technical Reallocations adjustment has a net impact to the agency
of $-0-. It represents the movement of indirect appropriations back to the
programs and their return to the Administrative Support program via an agency
indirect charge. This adjustment is addressed more fully in the agency executive
summary.

The Space Rental/lease base adjustment will help pay for added costs that will
be incurred as our lease rates increase. For our main office in St. Paul, this will
be the first per square foot rent increase in ten years.

The Salary and Benefits base adjustment reflects a portion of the added costs of

implementing increases anticipated as a result of the next round of collective
bargaining.

State of Minnesota 2002-03 Biennial Budget

Change ltems:
The Environmental Tax Reform results in this appropriation becoming part of the

Remediation Fund.

GOVERNOR’S RECOMMENDATION(S):

As part of MPCA’'s Environmental Tax Reform Initiative, the Governor
recommends that $3.511 million in FY 2002 and $3.616 million in FY 2003 be
appropriated from the Remediation Fund rather than the Petrofund, and that
statutory appropriations previously transferred to PCA from the Petrofund be
transferred to the Remediation Fund.
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POLLUTION CONTROL AGENCY - BUDGET BRIEF

Fund: STATE GOVERNMENT MISCELLANEOUS

FY 2002 FY 2063 Biennium
BASE YEAR (FY 2001) ($000s)
Appropriations $45 $45 $90
BASE ADJUSTMENT
Salary & Benefits 2 3 5
BASE LEVEL (for 2002 and 2003) $47 $48 $95
GOVERNOR'S RECOMMENDATION $47 $48 $95

BRIEF EXPLANATION OF BUDGET DECISIONS:

Background:
The Minnesota Department of Health (MDH) administers the program for

certification of water treatment plant operators and the PCA is responsible for the
certification of wastewater treatment operators. The PCA receives a base
appropriation to cover the cost of the certification program, which is drawn out of
the certification account.

General Changes:

The Salary & Benefits base adjustment reflects a portion of the added costs of
implementing increases anticipated as a result of the next round of collective
bargaining.

GOVERNOR’S RECOMMENDATION(S):

The Governor recommends the agency’s base budget.

State of Minnesota 2002-03 Biennial Budget
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POLLUTION CONTROL AGENCY - BUDGET BRIEF

Fund: ENVIRONMENTAL

FY 2002 FY 2003 Biennium
BASE YEAR (FY 2001) ($000s)
Appropriations $20,868 $20,869 $41,738
BASE ADJUSTMENT
One-Time Appropriations (300) (300) (600)
Attorney General Costs 19 39 58
Agency Technical Reallocations -0- -0- -0-
Space Rental/Lease 267 432 699
Salary & Benefits 514 1,044 1,558
BASE LEVEL (for 2002 and 2003) $21,369 $22,084 $43,453
CHANGE ITEMS
Point Source & Stormwater 584 589 1,173
ISTS/SW/HW/UST Realloc to Pt Source (584) (589) (1,173)
Basin Monitoring Local Information 665 335 1,000
Air Toxics/Mobile Source Reduction 197 203 -400
Salvage Yard Realloc to Air Toxics (197) (203) (400)
L.ake Superior LaMP 100 100 200
Listed Metals Realioc to Lake Sup LaMP (100) (100) (200)
Malformed Frog Sample Collection 90 90 180
Listed Metals Realloc to Malformed Frog (90) (90) (180)
MPCA Environmentai Tax Reform 1,313 1,284 2,597
GOVERNOR'S RECOMMENDATION $23,347 $23,703 $47,050

BRIEF EXPLANATION OF BUDGET DECISIONS:

Background:
The Environmental Fund consists of 12 separate accounts. Base resources are

appropriated to the following programs: Superfund, Abatement, Waste Tire,
Used Oil, Salvage Yards, Pollution Prevention, Environmental Enforcement,
Water Quality, Air Quality, Listed Metals, Hazardous Waste, Low Level
Radiation, and Individual Sewage Treatment Systems

General Changes:
The one-time adjustment is for the Malformed Frog program where the
appropriation has ended.

The Attorney General base adjustment will be used to pay Attorney General for
same level services at increased hourly rates.

The Agency Technical Reallocations adjustment has a net impact to the agency
of $-0-. It represents the movement of indirect appropriations back to the

State of Minnesota 2002-03 Biennial Budget

programs and their return to the Administrative Support program via an agency
indirect charge. This topic is addressed more fully in the agency executive
summary.

The Space Rental/Lease base adjustment will help pay for added costs that wili
be incurred as our lease rates increase. For our main office in St. Paul, this will
be the first per square foot rent increase in 10 years.

The Salary and Benefits base adjustment reflects a portion of the added costs of
increases anticipated as a result of the next round of collective bargaining.

Change items:
With one exception, all of the change items presented by the PCA are

reprioritizations and involve the reallocation of existing funds from one program
use to another program use. They will be most completely described as change
items in the area of the new use.

The Environmental Tax Reform restructures the Environmental Fund to focus on
broad sources of funding to be appropriated based on environmental priorities,
rather than priorities directed by the funding available in individual accounts.
Two fees—the hazardous waste fee and the water quality fee—are eliminated.
The Environmental Tax Reform does not change the level of direct base
appropriations for the affected agencies, which include PCA, OEA, Agriculture,
DTED, Revenue, Public Safety, Attorney General, Health and DNR.

The Point Source and Stormwater change item is part of a major reallocation
involving two funds. The Environmental Fund portions involve reprioritizations
away from the areas of ISTS, hazardous waste, and UST. The Solid Waste
Fund portion is included as part of the tax reform proposal.

The Basin Monitoring Information change item also moves resources away from
the Superfund construction program and redirects them to increasing monitoring
of water guality of the Upper Mississippi River Basin and making the resulting
information more readily accessible. This portion now shows in the Remediation
Fund as part of the tax reform proposal.

The Air Toxics/Mobile Source Reduction change item is designed to increase
public awareness of air quality issues, emphasize the public's role in reducing
emissions and implement strategies to reduce air pollutants from area sources.
Funding for this item would be from the elimination of salvage yard technical
assistance and education.

The Lake Superior LaMP change item is to implement Minnesota’s share of the

Lakewide Management Plan with surrounding states and Canada. Funds would
be redirected away from the Listed Metals program.
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POLLUTION CONTROL AGENCY - BUDGET BRIEF

Fund: ENVIRONMENTAL (Continued)

The Malformed Frog Sample Collection change item is to continue collecting
samples using money from the Listed Metals program.

GOVERNOR’S RECOMMENDATION(S):

The Governor recommends the agency’'s base level budget with the following
changes:

®  Restructure the Environmental Fund and eliminate hazardous waste and
water quality fees as a part of MPCA’s Environmental Tax Reform initiative.

B Reallocate appropriations to address the following priorities:

Point Source and Stormwater. $584,000 in FY 2002 and $589,000 in
FY 2003 reallocated from ISTS, hazardous waste, solid waste, and
UST;

Basin Monitoring. $635,000 in FY 2002 and $335,000 in FY 2003
reallocated from the Superfund construction program.

Lake Supetior LaMP. -$100,000 in FY 2002 and $100,000 in FY 2003
reallocated from the Listed Metals program.

Air Toxics/Mobile Source Reduction. $197,000 in FY 2002 and
$203,000 in FY 2003 reallocated from salvage yard technical assistance
and education.

Malformed Frog Sample Collection. $20,000 in FY 2002 and $90,000 in
FY 2003 reallocated from the Listed Metals program.

State of Minnesota 2002-03 Biennial Budget
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POLLUTION CONTROL AGENCY - BUDGET BRIEF

Fund: SOLID WASTE

FY 2002 FY 2003 Biennium

BASE YEAR (FY 2001) ($000s)

Appropriations $7.129 $7,129 $14,258

BASE ADJUSTMENT '

Attorney General Costs 7 14 21

Agency Technical Reallocations -0- -0- -0-

Space Rental/Lease 92 148 240

Salary & Benefits 166 338 504
BASE LEVEL (for 2002 and 2003) $7,394 $7,629 $15,023

CHANGE ITEMS

Point Source & Stormwater -0- -0- -0-

Fair Labor Standards Act -0~ -0- -0-

PCA Environmental Tax Reform (7,394) (7,629) (15,023)
GOVERNOR'S RECOMMENDATION $-0- $-0- $-0-

BRIEF EXPLANATION OF BUDGET DECISIONS:

Background:
Funding is from the Solid Waste Management (SWM) Tax that is levied on the

waste services purchased by Minnesota households, businesses, and
government agencies. Because the tax applies to garbage disposal and not to
materials that will be recycled, it rewards those businesses and individuals who
cut back on waste. PCA receives appropriations for solid waste administrative
programs including statewide assessment of ambient ground water quality,
assessment of impacts from facilities that may impact groundwater, and the
inspection and oversight of permitted solid waste facilities.

General Changes:
The Attorney General base adjustment will be used to pay Attorney General for

same level services at increased hourly rates.

The Agency Technical Reallocations adjustment has a net impact to the agency
of $-0-. It represents the movement of indirect appropriations back to the
programs and their return to the Administrative Support program via an agency
indirect charge. This topic is addressed more fully in the agency executive
summary.

The Space Rental/l ease base adjustment will help pay for added costs that will

be incurred as our lease rates increase. For our main office in St. Paul, this will
be the first per square foot rent increase in 10 years.

State of Minnesota 2002-03 Biennial Budget

The Salary and Benefits base adjustment reflects the added costs of increases
anticipated as a result of the next round of collective bargaining. It will not cover
all of the increased costs. In many areas of the agency, this last item, coupled
with resources that are either holding steady or declining, will mean a reduction
in staffing levels.

Change Items:
With one exception, all of the change items presented by the PCA are

reprioritizations and involve the reallocation of existing funds from one program
use to another program use. They will be most completely described as change
item requests in the area of the new use.

The Environmental Tax Reform eliminates this fund and directs the deposit of
funds into the Environmental Fund and the new Remediation Fund.

The Environmental Tax Reform does not change the level of direct base
appropriations for the PCA.

The Point Source and Stormwater change item is part of a major switch involving
two funds. The solid waste fund portion involves switching staff who would
otherwise be doing compliance determination and enforcement activities at solid
waste facilities from the solid waste regulars and solid waste remediation
activities to water discharge permitting, compliance, and enforcement. Based on
the tax reform proposal, this is shown in the Environmental Fund.

The Fair Labor Standards Act change item is for a deficiency appropriation to
cover anticipated costs of paying staff overtime as a result of a U.S. Department
of Labor audit and settiement with the state of Minnesota. The $500,000 impact
of this change item is in FY 2001.

GOVERNOR’S RECOMMENDATION{(S):

The Governor recommends the following:

" Appropriate $500,000 from the Solid Waste Fund in FY 2001 to cover back
pay owed due to an audit and settiement regarding the Fair Labor Standards
Act.

®  Eliminate the Solid Waste Fund beginning in FY 2002 and redirecting the
balances to the Remediation Fund and the Environmental Fund as part of
PCA’s Environmental Tax Reform Initiative. Ongoing receipts would be
deposited in the Environmental Fund. (See PCA’s Environmental Tax
Reform Change ltem for more details.)
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POLLUTION CONTROL AGENCY - BUDGET BRIEF

Fund: REMEDIATION the Remediation Fund—the new funding source of the Superfund clean-up
program--rather than the Environmental Fund.
FY 2002 FY 2003 Biennium
BASE YEAR (FY 2001)  ($000s)
Appropriations $-0- $-0- $-0-
BASE ADJUSTMENT
-0- -0- -0-
BASE LEVEL (for 2002 and 2003) $-0- $-0- $-0-
CHANGE ITEMS
MPCA Environmental Tax Reform 9,592 9,961 19,553
GOVERNOR'S RECOMMENDATION $9,592 $9,961 $19,553

BRIEF EXPLANATION OF BUDGET DECISIONS:

Background:
As part of environmental tax reform, all funding for remediation (cleanup)

activities would be placed in a new Remediation Fund to provide for staff
oversight and perpetual operation and maintenance of remediation programs,
including Closed Landfill, Superfund, Site Assessment, Voluntary: Investigation
and Cleanup, Dry Cleaners, Leaking Underground Storage Tank (LUST), and
Metropolitan Landfill Contingency Action.

Change Items:
The Basin Monitoring Information change item also moves resources away from

the Superfund construction program and redirects them to increasing monitoring
of water quality of the Upper Mississippi River Basin and making the resulting
information more readily accessible. This portion is included in the Remediation
Fund as part of the tax reform proposal.

GOVERNOR’S RECOMMENDATION(S):

As a part of PCA's Environmental Tax Reform Initiative, the Governor
recommends creating a new Remediation Fund, transferring a portion of the
Solid Waste Fund balance to this fund and funding the state’s remediation
activities, including Superfund and closed landfills, from this fund.

The tax reform proposal also impacts PCA’s Basin Monitoring reallocation

change item. As a result of the tax reform proposal, funding to increase the
monitoring efforts in the Upper Mississippi River Basin would be reallocated from
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POLLUTION CONTROL AGENCY - REVENUE SUMMARY

REVENUE SOURCES:

The Pollution Control Agency (PCA) collects both dedicated and non-dedicated
revenue. Non-dedicated revenue is generated primarily through fees paid by
the regulated community for air, water, and hazardous waste permits. In the
2000-01 biennium, fees deposited to the environment funds comprise 78% of all
non-dedicated revenue. In addition, a solid waste tax is paid by households
and businesses, and is deposited in the Solid Waste Fund. Other non-
dedicated receipts are generated from penalties, restitutions, and interest
earned on specific accounts. Non-dedicated revenue is projected {o remain
fairly steady.

In the 2000-01 biennium, federal funds comprise 84% of all dedicated revenue.
Another 9% comes from penalties, fines, and restitutions, the majority of which
are associated with the Superfund program. Most of the remaining revenues
are from seminar and workshop fees, interest earned on specific funds, and
income agreements for specific work.

FEE STRUCTURE:

The PCA collects water, air, and hazardous waste generator fees from
municipalities and industries regulated by the agency. In order to protect and
improve Minnesota's water, air, and land, the PCA issues permits to parties
who are emitting pollutants harmful to the environment. The fees paid for the
permits are supposed to fully fund programs that set standards, determine
pollutant loadings, assist fee payers with compliance, and provide enforcement.
However, fees have not kept pace with program costs, and in many cases the
agency is unable to collect the amount of money appropriated.

It is important to note that not all revenue to fund PCA programs is collected by
the agency. The Department of Revenue collects the solid waste tax that is paid
by residents and businesses to waste haulers. Revenue also collects a
hazardous waste generator tax based on the amount of waste generated. The
Department of Commerce collects fees paid at the wholesale level to support
the Petroleum Cleanup Fund. The Department of Public Safety collects fees to
support the Motor Vehicle Transfer account.

Woater fees deposited to the Environmental Fund include those paid for
discharges from municipal and industrial facilities based on flow, storm-water
fees, feedlot permit fees, and licenses for individual sewage treatment system
professionals. These are all non-dedicated fees. Wastewater operators also
pay a certification fee, which is deposited to the State Government Special
Revenue Fund. Other than the license and certification fees, water fees are set
by rule.

State of Minnesota 2002-03 Biennial Budget

Air fees are primarily paid by industry. The Clean Air Act Amendments are

prescriptive in the amount of funds to be collected based on emissions, the cost of
the permitting compliance program, and inflation. These are non-dedicated fees.

Hazardous waste generators pay a fee set by rule which supports permitting,
monitoring, inspection, and enforcement expenses of the PCA relative to
hazardous waste management. These are non-dedicated fees. The hazardous
waste tax—collected by the Department of Revenue—was intended to provide full
support for the Superfund program. The tax has been successfully restructured
once to raise additional revenue, but only raises enough to support one-third of the
needed program.

The PCA receives an appropriation for environmental enforcement from penalties
and fines that are collected. Funds up to the amount appropriated are deposited
to the Environmental Fund. Additional funds collected are deposited to the
Cambridge Deposit Fund which ends 6-30-01. Beginning in FY 2002, the
additional funds will be deposited to the General Fund.

RECENT CHANGES:

The PCA has been unable to collect enough fees to support the appropriation
provided by the legislature for the water quality and hazardous waste fee
programs. In FY 2000, the water fees showed a deficit of $316,000 and the end of
FY 2001 projects a $590,000 deficit. The legislature, in 1997 and 1999, did not
support the PCA’s request to increase permit fees. The hazardous waste fees are
also showing a deficit. The fees are collected based on the amount of waste
generated. Revenues have dropped as businesses employ successfui pollution-
prevention techniques, causing overall fees to rise in order {o generate adequate
revenue.

CHANGE ITEMS:

In the Environmental Tax Reform Initiative, the PCA is requesting elimination of
separate accounts within the Environmental Fund, along with elimination of the
hazardous waste fees and water fees (see budget initiative). Currently the funding
sources are driving environmental priorities and limiting the amount of activity on
that pollution problem to the funding collected. There are many areas where the
legislature has indicated a greater level of activity is needed, but revenues do not
support the appropriation.
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Agency: POLLUTION CONTROL AGENCY

Summary of Agency Revenues Actual Actual Budgeted FY 2002 FY 2003 20(?;%%"2;\??;33:-01
{Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor )
Forecast Recomm. Forecast Recomm. Dollars Percent
Non-Dedicated Revenue:
Departmental Earnings:

GENERAL 0 0 0 8 8 8 8 16

PETROLEUM TANK RELEASE CLEANUP 13 11 8 8 8 8 8 (3) (15.8%)

STATE GOVERNMENT SPECIAL REVENUE 39 36 30 37 37 | 37 37 8 12.1%

CAMBRIDGE DEPOSIT FUND 9 10 8 0 0 0 0 (18) (100.0%)

ENVIRONMENTAL 13,326 14,480 14,301 14,631 9,592 15,283 10,059 (9,130) (31.7%)

REMEDIATION 0 0 0 0 62 0 262 324

" Other Revenues:

GENERAL 23 16 10 260 260 260 260 494 1,900.0%

PETROLEUM TANK RELEASE CLEANUP 152 537 40 40 40 40 40 (497} (86.1%)

CAMBRIDGE DEPOSIT FUND 38 490 250 0 0 0 0 (740) (100.0%)

ENVIRONMENTAL 655 619 627 642 3,530 655 3,480 5,764 462.6%

REMEDIATION 0 0 0 0 3,148 0 3,040 6,188

METRO LANDFILL CONTINGENCY 77 201 166 220 0 273 0 (367) (100.0%)

CLOSED LANDFILL INVESTMENT 0 375 809 1,320 1,320 1,933 1,933 2,069 174.7%

SOLID WASTE 2,546 3,194 3,777 2,898 0 2,835 4] (6,971) (100.0%)
Taxes:

GENERAL 0 0 1 1 1 1 1 1 100.0%
Total Non-Dedicated Receipts 16,878 19,969 20,027 20,065 18,006 21,333 19,128 (2,862) (7.2%)
Dedicated Receipts:

Departmental Earnings:

SPECIAL REVENUE 452 357 477 478 478 338 338 (18) (2.2%})

ENVIRONMENTAL 62 59 47 52 0 52 0 (106) (100.0%)
Grants:

SPECIAL REVENUE 3,377 2925 3,200 3,131 3,131 2,900 2,900 (94) (1.5%)

FEDERAL 12,056 16,344 36,459 25,860 25,860 24,278 - 24,278 (2,665) (5.0%)
Other Revenues:

GENERAL 52 0 0 0 0 0 0 0

SPECIAL REVENUE 1,186 1,289 1,702 7,608 7,608 8,210 8,210 12,827 428.9%

ENVIRONMENTAL 4,713 3,609 3,466 3,048 30 2,889 32 (7,013) (99.1%)

REMEDIATION 0 0 0 0 100 0 100 200
Other Sources:

ENVIRONMENTAL 126 141 171 192 192 218 218 98 31.4%
Total Dedicated Receipts 22,024 24,724 45,522 40,369 37,399 38,885 36,076 3,229 4.6%

]Agency Total Revenues 38,902 44,693 65,549 60,434 55,405 r 60,218 55,204 367 0.3%
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POLLUTION CONTROL AGENCY - FEDERAL FUNDS SUMMARY

In the 2000-01 biennium, the Pollution Control Agency (PCA) received
approximately 23% of its resources from the federal government. This funding
comes to the PCA in the form of several large, media specific grants, as well as
smaller, specific purpose grants. These grants are made by the United States
Environmental Protection Agency (EPA). The funds are important because they
enable the PCA to carry out activities specified in the current Environmental
Performance Partnership Agreement (EnPPA) between the PCA and EPA and
other EPA initiatives.

The PCA again received a Performance Partnership Grant (PPG), this time with
a budget period that aligned with state FY 2000-01. The PPG combines eight
specific grants into one award, increasing the PCA’s flexibility to use federai
funds across PCA programs while maintaining its commitments on deliverables.
There are, however, 47 other grants—including cleanup and Water's nonpoint
source implementation programs—that are not included in the PPG. The EnPPA
serves as the program plan for the PPG. Having one award and one work plan
streamlines some of the administrative requirements of federal grants.

The PCA received a one-time grant of $300,000 for the One Stop Project. This
grant provides a means for the PCA to make further progress toward meeting our
integrated data management needs, including geographic presentation.

Although EPA grants to the PCA increased from 1999 to 2001, reduced funding
for administrative expenses is projected for the period FY 2002-03 as compared
to FY 2000-01. Most of the increase in federal grant funds from 1999 to 2001 is
attributed to receiving funds for cleanup projects moving into the remedial phase,
pass-through grants, and contracted services. A decrease however is projected
for FY 2002-03 for clean-up projects moving into the remedial phase and pass-
through grants. Revenues for staffing and operating costs are also expected to
decline overall.

FEDERAL FUND DISTRIBUTION BY CATEGORY

40,000 BCleanup,
, Contracts, Pass-
30,000 G through
3 ’ ghr N O Staffing
S 20,000 ~ o
= 10000 | <& moOperating

FY99 FYO0 FY01 FY02 FYO03
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FEDERAL FUND DIRECT EXPENDITURES BY CATEGORY

Table 1 FY 2000-01 FY 2002-03 | Change From
2000-01 to 02-03

Operating Costs & 27,872 25,590 (2,282)

Staffing

Cleanup, Contracts 25,632 24,643 (989)

and Pass-through

Grants

Totals 53,504 50,233 (3271)

Land Program activities expect funding changes during the biennium. The
Superfund Block Funding Grant (Superfund administrative support, site
assessments, brownfields, and voluntary investigation and cleanup (VIC)
program) declined by approximately $400,000 for FY 2001. ltis believed that the
grant will increase by about $200,000 in FY 2002 and hold at that level for
FY 2003. Total federal Superfund funding will also eventually begin to decline as
the number of federal Superfund sites in Minnesota decreases.

Air Program activities expect relatively stable grant funding in the coming
biennium for the Section 105/Air Pollution Control program. The PCA received
funding for the ambient monitoring of fine particulate matter (PM2.5) which is part
of the Section 103/Air Research and Development Program grant. This funding
has enabled the PCA to deploy a monitoring network and gather data to
determine compliance with the National Ambient Air Quality Standard for PM2.5.
Funding levels may decrease slightly once the monitoring networks have been
established, largely because equipment purchases will have been completed.
Funding should remain relatively stable as the program matures.

Water Program activities have experienced some increased funding. The Water
106/Water Pollution Control funding portion of the PPG is anticipated to increase
by $1.1 million in FY 2002, but it is too early to know if the funds will be
earmarked for specific activities. After increasing sharply in 1999 and
experiencing relative stability in 2000, the Water 319/Nonpoint Source
Implementation program is anticipated to increase by $1.5 million in FY 2002. It
is anticipated that this funding will stabilize in future years.

The PCA received several competitive grants in the air and water programs.
One of the larger ones is an $850,000 grant to study methylmercury in
watersheds. Another Air Section 103 grant will provide funding to research the
reaction of mercury in various wastes or solids applied to agricultural lands. The
PCA has also received a number of grants through the Great Lakes National
Program Office (GLNPO) of EPA Region 5 that protect the Great Lakes.
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POLLUTION CONTROL AGENCY - FEDERAL FUNDS SUMMARY (Continued)

Reimbursement of Technical Services -0- State Operations 353 532 532 532
Air Pollution Control Program Support -0- State Operations 37 -0- -0- -0-
Grants — Political
Lake Restoration Cooperative Agreement -0- Sub. -0- -0- -0- -0-
Water Quality Management Planning -0- State Operations 192 268 310 310
Grants — Political
Non-point Source Implementation Grants 133 Sub. 1,940 6,897 4,132 4,132
Non-point Source Implementation Admin 1,782 State Operations 2,615 2,965 3,012 3,002
Wetlands Protection: Development Grants 33 State Operations 150 124 -0- -0-
National Pollutant Discharge Elimination 9 Stiate Operations 138 100 -0- -0-
Great Lakes Programs 4 State Operations 163 369 197 197
Environmental Protection: Consolidated
Research 2 State Operations 195 529 238 -0-
Air Pollution Research 15 State Operations 247 184 68 58
Wastewater Pollution Control — Research -0- State Operations 10 -0- -0- -0-
Performance Partnership Grants 4,364 State Operations 5,237 5,822 6,162 5,‘100
Surveys, Studies, Investigations, and Special
Purpose Grants 103 State Operations 704 1,321 605 493
Training and Fellowship Grants for EPA 13 State Operations 37 33 33 33
One Stop Reporting -0- State Operations 7 300 80 -0-
Toxic Substances Compliance Monitoring —
Cooperative Agreements 4 State Operations 1 48 55 16
Pollution Prevention Grants Program 7 State Operations 27 -0- -0- -0-
State and Tribal Environmental Justice -0- State Operations -0- 58 31 -0-
Superfund State Site-Specific Cooperative
Agreements 27 State Operations 2,711 15,328 9,095 9,095
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POLLUTION CONTROL AGENCY - FEDERAL FUNDS SUMMARY (Continued)

"State and Tribal Underground Storage Tank

Program -0- State Operations 5 12 -0- -0-
Leaking Underground Storage Tank Trust
Fund Program 127 State Operations 1,556 1,329 1,310 1,310

Grants — Political
Brownsfield Pilot Cooperative Agreements -0- Subdivision 16 150 -0- -0-
Capitalization Grants for Drinking Water
Revolving Fund -0- State Operations -0- 90 -0- -0-
Special Project Grants -0- State Operations 3 -0- -0- -0-
Total (Federal Direct) 16,344 36,459 25,860 24,278
Total (Federal Indirect — Special Revenue
(P02) 2,953 3,310 3,390 3,190
Agency Total 6,623 19,297 39,769 29,250 27,468
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BUDGET CHANGE ITEM (57235)

Agency: POLLUTION CONTROL AGENCY
item Title: PCA ENVIRONMENTAL TAX REFORM

2002-03 Biennium 2004-05 Biennium

FY 2002 FY 2003 FY 2004 FY 2005

Expenditures: ($000s) -0- -0- -0- -0-
Revenues: ($000s)

Environmental Fund ($5,029) ($5,014) ($5,014) ($5,014)

Statutory Change? Yes X No

If yes, statute(s) affected: 16A; 115B; 116; 116J; 270B; 297H, 325E, 469, 473

New Activity Supplemental Funding X__Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor recommends environmental tax reform that includes:

" Restructuring the Environmental Fund and creating a new Remediation
Fund to improve the ability of the legislature and the affected agencies to
direct money to the highest environmental priorities.

®  Reducing revenues into the Environmental Fund by $5.029 million in FY
2002 and $5.014 million in FY 2003 to provide tax relief to communities
and businesses by eliminating the hazardous waste and water quality
permit fees.

®  Renaming the solid waste tax the “environmental tax;"

®  Abolishing the Solid Waste Fund and redirecting $18.3 million of the
balance into the Remediation Fund and the remaining balance into the
Environmental Fund;

®  Abolishing the Metropolitan Landfil Contingency Action Trust and
transferring the balance to the Remediation Fund.

RATIONALE:
The state of Minnesota currently has perpetual responsibility for over a hundred
closed landfill sites through the closed landfili program and the Metropolitan

Contingency Action Trust Fund. Separate statutory funds have been created to
build balances that support these long-term needs. For example, outstanding
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state liability for the closed landfill program exceeds $350 million. In addition,
accounts within the Environmental Fund and direct appropriations are used by the
legislature to support Superfund, Leaking Underground Storage Tank, and
Voluntary Investigation and Cleanup programs. These programs have a
construction life cycle that is winding down within the next five to seven years, but
have longer-term operation and maintenance needs. By establishing a
Remediation Fund, the legislature and interested parties are able to review
remediation activities and associated funding in one place which will enhance
communication and oversight.. This recommendation does not change base
budget appropriations, either direct or statutory, to the state agencies involved in
remediation or restoration of contaminated lands (PCA, DNR, Agriculture, DTED
and Revenue).

The Environmental Fund is currently structured into 12 accounts, primarily based
on permit fees. The majority of these fees and taxes do not refiect the true cost of
obtaining a permit or license, or are not set at a level that provides incentives to
reduce the amount of poilutants associated with that activity. Thus, they are only
weakly associated with the “polluter-pays” principle. The recommendation would
restructure statutes to eliminate these separate fee accounts within the
Environmental Fund and manage revenues at the fund level which focuses on
broadly—based funding sources including the current solid waste tax. Solid waste
generation and management results in air, water and land pollution through
transportation, emissions of gases and other pollutants, surface and groundwater
impacts (including discharges from wastewater treatment of leachate) and soil
contamination. A more appropriate name is the environmental tax based on these
broad environmental impacts. This recommendation would allow the legislature
the flexibility to focus on the level of appropriation needed to support
environmental priorities, rather than only having the amount of money in the
various accounts drive where the environmental work is done.

Additionally, while fees coliected have been decreasing, the costs of state
government's operations to collect those fees and administer the permitting and
compliance programs have been rising. Permit fees, which are primarily paid by
businesses and municipalities, have not increased to keep pace with inflation
largely due to economic concerns, which have led the legislature to deny fee
increases. Also, the pollution from our individual behaviors continues to increase
in scope and importance. These types of problems are difficult to fund with narrow
polluter-based fees and taxes, and businesses are unwilling to foot the bill for
sources of pollutants other than their own. By focusing the Environmental Fund
receipts on broadly based funding sources, the burden of environmental funding
will be fairly distributed across individuals, households and businesses that
contribute to environmental pollution.

To offset the loss of revenue by eliminating the water quality and hazardous waste

fees, the fund would have available all the revenue generated from the various
fees and taxes, including half of the solid waste tax (renamed the environmental
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BUDGET CHANGE ITEM (57235) (Continued)

Agency: POLLUTION CONTROL AGENCY

Iltem Title: PCA ENVIRONMENTAL TAX REFORM

tax). This change would not require an increase in any of the tax or fee rates,
since there is sufficient revenue generated in total. This proposal does not
increase state spending beyond the current base level to the affected agencies
(PCA, OEA, MDA, DTED, Attorney General, Revenue, Health, Public Safety
and DNR). '

FINANCING:

Revenues that are deposited in the Environmental Fund would consist of Air
Quality Fees, Motor Vehicle Title Transfer Fee, the Hazardous Waste
Generator Tax, pollution prevention fees, Individual Sewage Treatment
Systems (ISTS) fees, metropolitan landfill abatement fees, small business loan
receipts, environmental enforcement penalties, solid waste use tax, and half of
the Solid Waste Tax.

Revenues to the Remediation Fund consist of financial assurance and
insurance recovery from closed landfills, cost recovery from Superfund and
Voluntary Investigation and Cleanup (VIC) oversight, dry cleaners fees, low-
level radioactive waste generator fees, Metropolitan Landfill Contingency Action
Trust Fund fees, transfers to the PCA from the Petrofund, and transfers from
the Environmental Fund annually, as needed, for projected site remediation
activities.

OUTCOMES:

® By eliminating the separate accounts, the environmental agencies can
propose, and the legislature allocate resources based on the level needed
to address the most important pollution problems, rather than the funding
source driving the priorities.

® |t simplifies fee and tax collection for businesses, municipalities, and state
government as tax reform, and provides for tax relief of $5 million to the
business and municipality groups.

®  There are no changes proposed in legislative oversight or size of state
agency expenditures. Administrative and cleanup expenditures will be
appropriated at the same levels proposed in the base budget request.
Direct and statutory appropriations will continue as historically
appropriated.

State of Minnesota 2002-03 Biennial Budget
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BUDGET CHANGE ITEM (47795)

Agency: POLLUTION CONTROL AGENCY
Iltem Title: DEFICIENCY APPROPRIATION FOR FEDERAL FLSA

FY 2001
Expenditures:

Solid Waste Fund ($000s)

-State Operations $500
-Grants

Revenues: ($000s)
General Fund

Statutory Change? Yes No X

If yes, statute(s) affected:

New Activity X _Supplemental Funding Reallocation

GOVERNOR’S RECOMMENDATION:

The Governor recommends that $500,000 be appropriated from the Solid
Waste Fund to the Pollution Control Agency (PCA) to cover back pay owed in
FY 2001 due to a ruling regarding exemptions from the Fair Labor Standards
Act (FLSA). This recommendation supplements funding provided to the
Department of Employee Relations for distribution to other affected state
agencies to address this statewide issue.

RATIONALE:

Under a recent agreement negotiated by the Department of Employee
Relations (DOER) with the U.S. Department of Labor, DOER was required to
conduct a self-audit of Minnesota Association of Professional Employees
(MAPE) classifications to determine which classes are exempt from the FLSA
and which are non-exempt. Approximately 60% of the employees of the PCA
are MAPE. Of those positions, there are 85% that are not exempt because their
job duties (e.g., permitting, inspections, and compliance) are too broad to
qualify for the professional exemption status. Estimates indicate that two-year
back pay will result in a cost of $500,000 due in FY 2001. The estimate is based
on an analysis of time sheets that include real time tracking submitted and
claims submitted by non-exempt employees.

The PCA has already managed a $7 million reduction in federal and state
resources in FY 2001, by eliminating and holding vacancies. Stakeholders
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have indicated that our core programs are suffering as a result, and the impact of
FLSA is to further reduce our funding and capacity to meet customer needs.

To meet the back pay resource need, the PCA has considered furloughing
employees, layoffs, and reducing environmental monitoring or other related
coniractual expenses in FY 2001. The PCA has determined that it will seriously
undermine our environmental programs if we undertake any of these actions in
order to generate the additional $500,000 in the six months remaining in FY 2001.

Since the ruling from the Department of Labor became available, wherever
possible, the PCA has restricted MAPE employees to a 40-hour workweek, which
will ensure that overtime payments do not continue to escalate. In addition, the
PCA is considering restructuring jobs to better reflect the science degrees needed
in order to limit future FLSA claims. The PCA is also contacting other state and
federal environmental agencies in order to determine how they address FLSA
issues.

FINANCING:

The Solid Waste Fund would be used to cover this deficiency appropriation
request.

QUTCOMES:

" Deficiency appropriation will allow the PCA to avoid further staffing reductions
in FY 2002-03.
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PROGRAM SUMMARY

Program: WATER
Agency: POLLUTION CONTROL AGENCY

PROGRAM PROFILE:

Program activities associated with Minnesota's water resources protect and
improve Minnesota's rivers, lakes, wetlands, and ground water so they support
healthy aguatic communities and public uses such as fishing, swimming, and
drinking. While the majority of the state’s waters meet the water quality
standards designed to protect them, a significant portion do not. The Pollution
Control Agency's (PCA's) mission to restore these impaired resources—while
preventing degradation of those not yet impaired—is accomplished by regulating
municipal and industrial point discharges, controlling nonpoint sources of
poilution or polluted runoff, and assessing water quality to provide information
and data upon which to make social, financial, technical, and environmental
management decisions.

Assessed Rivers and Lakes Meeting All Designated Uses

Percent Assessed Rivers and Lakes
Meeting All Designated Uses

0% - 19%

20% - 49%

Il 50% - 79%

E=E 80% - 100%

[ Insufficient Assessment Coverage

Significant improvements have been made in lakes and rivers
in the past 25 years, but not all waters currently meet designated requirements.
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Percent Ground Water Not Meeting Drinking Water Criteria

Man-made
chemical
above drinking
criteria
4%

All chemicals
below drinking [
criteria
86%

Natural
chemical
above drinking
criteria
10%

Minnesota’s ground water is of very high quality, but some areas reqdire
improvements and ongoing protection is necessary.

STRATEGIES AND PERFORMANCE:

The Protecting the Water Program uses a basin management strategy to protect
and enhance our state’s waters. Basin management is an approach to water-
quality protection and restoration that focuses on the water resources, rather
than on categories of pollutants, specific facility types or programs. This
approach:

B assesses the quality of water within a geographical area;

¥ establishes shared goals with stakeholders for water quality within the area;
¥ identifies the barriers to attaining water quality goals;

®  works with partners to prioritize areas for corrective or preventative activities;
" reaches a balance of reguiation, enforcement, incentives, and assistance;

|

develops and shares new ideas and tools for addressing activities that
poliute state waters;

develops alliances with federal, state and local agencies, business, non-
profit organizations, and citizens to leverage collective activities;

implements management practices and evaluates progress toward achieving
goals; and

maintains the water quality gains of the point source program.
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PROGRAM SUMMARY (Continued)

Program: WATER
Agency: POLLUTION CONTROL AGENCY

Basin management provides an effective means for integrating point and
nonpoint source pollution control programs, focusing on protecting and/or
restoring the fishable and swimmable uses of our waters. By involving citizens,
local government, business, industry, and other agencies and organizations in
determining where and how program resources should be directed, basin
management will help improve communication and coordination among the
agency and its stakeholders.

In the past, efforts were focused on regulating industrial and municipal point
sources, with a special focus on municipal wastewater treatment facilities. At the
time, this focus was appropriate because point sources were the largest
controllable source of the pollutants of concern. The PCA continues to work
extensively with these point sources. In addition, the PCA is addressing nonpoint
sources of pollutants, such as urban and agricuitural storm water, individual
sewage systems, feedlots, and forestry, as examples. More emphasis and
funding have been directed to these sources of pollutants reaching our waters.
Although individual sources within these land uses are often small, their
cumulative impacts are often significant. The emphasis placed on nonpoint
during the past years does not replace the work that must continue to be directed
at point sources.

The PCA, in alliance with others, continues to establish and build effective
monitoring activities that support watershed management to address point and
nonpoint sources of pollution. Approximately 33% of the program budget is
dedicated to financial assistance programs, such as clean water partnerships to
build and sustain effective alliances.
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FINANCING INFORMATION:

FY 2000-01 Program Funding Source

Petro
1%

Solid
Waste
2%

Other
State

Sk

Revenue
2%

General
40%

Environmental
Federal
26% 19%

FY 2000-01 Program Expenditures
by Category
Operating

Costs
13%

Grants & Pass
Through
33%

Personnel
54%
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PROGRAM SUMMARY (Continued)

Program: WATER
Agency: POLLUTION CONTROL AGENCY

BUDGET ISSUES:

Permit fee revenues do not meet the associated environmental fund
appropriation. The Minnesota Legislature, in 1997 and 1999, did not support the
PCA'’s request to increase permit fees. In FY 2000, the deficit was $316,000 and
is projected to be $590,000 by the end of FY 2001. In the Tax Reform Initiative
the PCA is requesting elimination of separate accounts within the environmental
fund, along with elimination of the hazardous waste fees, and the water quality
permit fees. With the resulting flexibility, as the need for hazardous and solid
waste resources decreases to a maintenance level, the PCA will be able to
reassign resources where the need and environmental benefit is greater,
specifically water quality point source and stormwater permitting, and reduction
of air emissions.

The PCA is required by M.S. 446a to perform administrative functions for the
Wastewater Infrastructure Fund (WIF) program. The PCA provides substantial
oversight, including technical and environmental review, prioritizing projects, and
permitting. The WIF program bonding occurs through the capital budget. When
administrative funding is not provided, the PCA must use staff from other
programs to cover these responsibilities, and then seek funding to rectify the
past. These requests occurred in FY 1998-99, and again in FY 2000. The
capital budget request for FY 2000-05 indicated that 2% of the WIF bonding
request is needed for PCA administrative expenses. This issue was discussed
by the Minnesota Legislature, but not resolved. PCA was appropriated money
for FY 2000, but the administrative needs as a result of the bonding provided to
the Public Facilities Authority continue for much further.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency's base budget with the following
adjustments:

B Reallocate $584,000 in FY 2002 and $589,000 in FY 2003 for increased
permitting, compliance determination, and enforcement activities for point
source and storm-water dischargers to surface water.

®  Reallocate $100,000 in FY 2002 and $100,000 in FY 2003 to implement the
Lake Superior Lakewide Managmeent Plan (LaMP).
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As part of a multi-agency feedlot initiative:
— Appropriate $1.45 million for the biennium from the General Fund for
additional PCA permit staff.

~ Transfer $1.4 million for the biennium from Clean Water Partnership
grants to the Board of Water and Soil Resources for cost share
assistance to livestock producers for feedlot upgrades required under
the revised feediot rules.

~  Transfer $1.07 million for the biennium from Clean Water Partnership
grants to the Board of Water and Soil Resources for county feedlot
grants to delegated counties.

Appropriate $400,000 ($313,000 from the Future Resources Fund and
$87,000 is from the Great Lakes Protection Account) in FY 2002 for the
Satellite Based Assessment of Lake Clarity and Quality project to develop
technology for routine use of Landsat satellites to assess large and small
lakes’ water quality. See the LCMR section of the Environment Budget
volume for more information on the Governor's recommendations for LCMR
projects.
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Program: WATER

Agency: POLLUTION CONTROL AGENCY

Biennial Change
Program Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent

Expenditures by Activity:

REGULATORY COMPLIANCE 3,561 3,589 4,210 4,745 5,208 4,854 5,317 2,726 35.0%

COMMUNITY & ASSISTANCE 10,672 13,050 19,060 17,426 18,651 17,497 18,322 4,863 15.1%
Total Expenditures 14,233 16,639 23,270 22171 23,859 22,351 23,639 7,589 19.0%
Change ltems: Fund

(B) POINT SOURCE & STORMWATER ENV 584 589

(B) ISTS/SW/HW/UST REALLOC TO PNT ENV (121) (126)

SRCE&STRM

(B) LAKE SUPERIOR LAMP ENV 100 100

(B) FEEDLOT COST SHARE AND PERMIT ADMIN GEN 725 725

(B) GOVERNOR'S LCMR RECOMMENDATION MNR 313

(B) GOVERNOR'S LCMR RECOMMENDATION SR 87
Total Change Items 1,688 1,288
Financing by Fund:
Direct Appropriations:

ENVIRONMENT & NATURAL RESOURCE 118 412 648 0 0 0 0

GENERAL 7,159 7,652 9,604 11,144 11,869 11,365 12,090

MINNESOTA RESOURCES 0 0 0 0 313 0 0

PETROLEUM TANK RELEASE CLEANUP 0 206 44 0 0 0 0

STATE GOVERNMENT SPECIAL REVENUE 45 44 45 47 47 48 48

SPECIAL REVENUE 0 0 0 0 87 0 0

ENVIRONMENTAL 2,370 2,371 2,554 3,268 3,831 3,380 3,943

SOLID WASTE 0 0 104 0 0 0 0
Statutory Appropriations:

PUBLIC FACILITIES AUTHORITY 829 811 787 785 785 785 785

SPECIAL REVENUE 371 334 519 444 444 300 300

FEDERAL 3,341 4,909 8,965 6,483 6,483 6,473 6,473
Total Financing 14,233 16,639 23,270 22171 23,859 22,351 23,639
FTE by Employment Type:

FULL TIME 169.6 173.3 i 181.0 173.3 189.3 171.7 187.7

PART-TIME, SEASONAL, LABOR SER 3.5 4.9 53 2.5 4.0 25 2.5

OVERTIME PAY 0.1 0.0 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 173.2 178.2 186.3 175.8 193.3 174.2 190.2
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BUDGET ACTIVITY SUMMARY

Budget Activity: REGULATORY COMPLIANCE
Program: WATER
Agency: POLLUTION CONTROL AGENCY

ACTIVITY PROFILE:

The Regulatory Compliance activity seeks to protect the waters of the state by
requiring point and certain nonpoint sources to meet specific requirements, often
delineated in a permit. Failure to comply with the conditions as set forth in the
permit result in assistance or enforcement actions designed to return the source
to full compliance. Compliance with permit requirements protects receiving
waters so that the desired end use is attained or maintained. Fair and equitable
application and enforcement of standards and operational requirements assists
in achieving the goal of fishable and swimmable waters and maintains a level
playing field for all sources as they compete in the marketplace. The Pollution
Control Agency (PCA) administers delegated federal programs and state specific
programs established in legislation.

STRATEGIES AND PERFORMANCE:

The Regulatory Compliance activity uses a variety of tools to assure protection of
state waters. Using ambient monitoring and assessment to define the quality of
the waters of the state, new or existing sources are given standards and
operating conditions specific to their business or activity that are designed to
protect the receiving water. These standards and operating conditions are
clearly defined in permits. Assistance and training are provided to help enable all
permittees to act in an environmentally-responsible manner. The goal is to work
cooperatively with regulated parties to avoid environmental degradation, with the
added advantage that preventing problems from occurring in the first place is
much easier and cheaper than correcting problems later both for the PCA and
the permittee. However, this assistance approach is balanced with firm
enforcement actions for those who disregard their environmental responsibility.
The goal for major facilities is to maintain a compliance rate above 90%.

NPDES and State Disposal System Discharge Compliance Report

Q1 Q2 Q3 Q4
FY 2000 | FY 2000 | FY 2000 | FY 2000

Total number of permitted facilities 1,141 1,141 1,141 1,141

Industrial discharge violations 12 10 25 16
Domestic discharge violations 53 47 30 43
Compliance rate 94.3% | 95.0% | 95.2% 94.8%

As Regulatory Compliance activities are applied to nonpoint source activities,
new objectives have been set. For example, feedlots are not allowed any
discharge from manure storage lagoons and best management practices that are
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both effective and practical are identified in lieu of discharge limits for land
application of manure. With the implementation of new feedlot rules, a significant
effort will be placed on creating a comprehensive statewide inventory of all
feedlots and getting most of the approximately 800 feedlots over 1,000 animal
units under a general National Pollutant Discharge Elimination System (NPDES)
permit.

Projected Permit Issuance Strategy

FY | FY FY FY
2000 | 2001 | 2002 | 2003

Feedlot Facilities Requiring NPDES Permit 750 775 800 825

Feedlots with a current permit 25 30 200 800

Remaining Feedlots to be Permitted 725 740 600 25

Storm-water permits for cities and industries require the implementation of best
management practices to reduce the poliutants going info nearby water bodies
during storm events. Nonpoint source water pollution problems are largely
related to land-use practices — local units of government have the greatest level
of knowledge and control regarding land-use practices. Stormwater permits for
construction activities rely on alliances with local units of government to assist in
identifying and regulating the activities that may cause degradation of the waters
of the state. Program delivery is enhanced through strong alliances with local
units of government with emphasis on Smart Growth principles. Education,
training, and assistance are key tools in building these alliances.

FINANCING INFORMATION:

FY 2000-01 Program Funding Source

Special
% Federal
3%

Environmental }
47% ‘

General
43%

Page D-29




BUDGET ACTIVITY SUMMARY (Continued)

Budget Activity: REGULATORY COMPLIANCE
Program: WATER
Agency: POLLUTION CONTROL AGENCY

FY 2000-01 Program Expenditures
by Category

Personnel f
88%

Operating
Costs
12%

BUDGET ISSUES:

Construction activities associated with industrial and agricultural growth place

heavy demands on PCA resources and the agency is being stretched in meeting
the demands for assistance and permitting activities caused by the development
arising from a robust economy. Development in our communities requires
expanded or new wastewater treatment plants. The desire for economic
development to move rapidly forward calls for close review of all activities to
assure that health and welfare are not being compromised. This issue is
addressed as part of the PCA Point Source and Stormwater Change ltem
reallocation request.

Legislation passed in the year 2000 requires the PCA to process feedlot permits
within 60 days. If the PCA is unable to complete appropriate reviews within 60
days due to lack of resources and the permits are automatically approved,
deficiencies may be missed and Minnesota’s environment will not be protected.
The alternative is to keep field staff in the office more so they can assure that the
60-day turnaround is met. This will impede effective implementation of the new
rules. This issue is being addressed in the Community & Assistance budget
activity in the Feedlot Cost Share and Permit Administration budget change item.

State of Minnesota 2002-03 Biennial Budget
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Activity: REGULATORY COMPLIANCE
Program: WATER
Agency: POLLUTION CONTROL AGENCY

Biennial Change
Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent

Expenditures by Category:
State Operations

COMPENSATION 3,020 3,125 3,545 3,424 3,855 3,603 4,056 1,241 18.6%

OTHER OPERATING EXPENSES 541 464 665 1,321 1,353 1,251 1,261 1,485 131.5%
Total Expenditures 3,561 3,589 4,210 4,745 5,208 4,854 5,317 2,726 35.0%
Change ltems: Fund

(B) POINT SOURCE & STORMWATER ENV 584 589

(B) ISTS/SW/HW/UST REALLOC TO PNT ENV (121) (126)

SRCE&STRM
Total Change ltems 463 463
Financing by Fund:
Direct Appropriations:

GENERAL 1,097 1,609 1,773 1,760 1,760 1,784 1,784

ENVIRONMENTAL 2,303 1,683 1,969 2,501 2,964 2,577 3,040
Statutory Appropriations:

SPECIAL REVENUE 80 297 245 250 250 248 248

FEDERAL 81 0 223 234 234 245 245
Total Financing 3,561 3,589 4,210 4,745 5,208 4,854 5,317
FTE by Employment Type:

FULL TIME 54.9 54.5 57.1 55.8 62.8 56.0 63.0

PART-TIME, SEASONAL, LABOR SER 2.4 1.6 0.9 0.3 0.3 0.3 0.3
Total Full-Time Equivalent 57.3 56.1 58.0 56.1 63.1 56.3 63.3
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BUDGET CHANGE ITEM (46393)

Budget Activity: REGULATORY COMPLIANCE
Program: WATER
Agency: POLLUTION CONTROL AGENCY

Item Title: POINT SOURCE & STORMWATER

2002-03 Biennium 2004-05 Biennium

FY 2002 FY 2003 FY 2004 FY 2005

Expenditures: ($3000s)
State Operations:

Environmental Fund

-State Operations $584 $589 $589 $589
Revenues: ($3000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No __ X
If yes, statute(s) affected:

New Activity Supplemental Funding X __ Reallocation

GOVERNOR'S RECOMMENDATION:

The Governor recommends that $584,000 be reallocated from the
Environmental Fund in FY 2002 and $589,000 in FY 2003 for increased
permitting, compliance determination, and enforcement activities for point
source and storm-water dischargers to surface waters.

RATIONALE:

National Poliutant Discharge Elimination System (NPDES) permits must be
issued for every point source discharge to waters of the state. At the same time
that the number of facilities requiring permits increases, the regulations
applicable to these facilities have become more sophisticated, and the public
has become more knowledgeable and interested in protecting the state’s
waters. Therefore, the issuance of the required permits has become more
complex. This reallocation of resources will allow the Pollution Control Agency
(PCA) to be accountable in protecting the public health and the environment
while meeting the demand by industries and communities for point source
discharges permits.
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In addition, under new federal rules, more than 125 Minnesota communities must
now develop and implement municipal storm-water programs and all construction
sites that disturb more than one acre of land must apply Best Management
Practices to control erosion. These requirements necessitate the development of
rules and some level of permitting, compliance, and enforcement activities for
these sources of pollution. To facilitate healthy, vital communities, the PCA must
issue permits needed for ongoing development while providing protection of our
lakes and rivers. This change item also directly supports the PCA’s Five-Year
Strategic Plan goals to “prevent, limit, and clean up pollution” and to “provide
responsive services to citizens and stakeholders.”

The PCA seeks to accomplish this by reallocating funds from the foliowing four
areas: Individual Sewage Treatment Systems (ISTS), Solid Waste, Hazardous
Waste, and Underground Storage Tanks (UST). These are programs that have
matured to a point where they can continue with less resources, and/or they are
run in collaboration with other units of government who assist with their
implementation. Enhancing collaboration efforts with other groups is a goal in the
PCA’s Strategic Plan.

FINANCING:

This is a 11% increase for the Point Source and Stormwater Program areas. The
$584,000 would be reallocated from other program areas as follows.

®  $121,000 in FY 2002 and $126,000 in FY 2003 reduction in assistance
activities directed at ISTS (located in the water/regulatory compliance budget
activity.) This reduction of 2.0 FTEs will occur in assistance activities
provided to homeowners and businesses that have individual sewage
treatment systems. This state reduction in assistance is possible because
many counties have developed good programs for overseeing the installation
of these systems.

®  $200,000 each year by reduction in permitting, compliance determination, and
enforcement activities at solid waste facilities (located in the land/regulatory
compliance budget activity.) This reduction of 3.0 FTEs represents about a
10% cut in these activities. These facilities have been under permits for some
time, the universe of facilities is stable, the regulations are well understood,
and compliance is good.

B $200,000 by each year reduction of efforts directed at hazardous waste
facilities (located in the land/regulatory compliance budget activity.) This
reduction of 3.0 FTEs represents an 8% reduction in work on hazardous
waste facilities. The risk from improper handling of hazardous wastes has
decreased significantly as a result of complete regulations, facilities being
operated under permits, and partnerships with local units of government who
help in identifying and addressing improper handling of hazardous wastes.
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BUDGET CHANGE ITEM (46393) (Continued)

Budget Activity: REGULATORY COMPLIANCE
Program: WATER
Agency: POLLUTION CONTROL AGENCY

Item Title: POINT SOURCE & STORMWATER

B $63,000 each year by reduction in the level of effort directed at compliance
activities associated with UST. This reduction of 1.0 FTE represents a
10% reduction in work effort in the UST program. The risks associated
with underground storage tanks have dropped dramatically as tanks have
been removed and replaced using improved construction, operation, and
maintenance procedures. Ongoing work will be directed on proper
operation and maintenance to assure that any leaks are quickly identified
and remediated.

OUTCOMES:

The reallocation of resources will enable the PCA to better meet the demand
and fulfill the permitting, compliance determination, and enforcement activities
associated with point sources and storm water. |t will allow the PCA to be more
timely in getting point source permits issued while providing an open process
that assures that the public health and the environment are being fully
protected. The additional resources will also allow the PCA to implement a
storm-water program that is in compliance with federal requirements and
provides on-going protection and improvements in the waters of the state to
achieve the goal of fishable and swimmable lakes and rivers.

The environmental outcome, over the long-term, will be measured by continued
protection of those waters that meet the goal of fishable and swimmable lakes
and rivers and reduction in the number of lakes and rivers that do not currently
achieve that goal. Other measurable outcomes are maintaining or reducing the
time required to obtain a permit and implementation of a storm-water program
in compliance with federal requirements and timelines.

State of Minnesota 2002-03 Biennial Budget
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BUDGET ACTIVITY SUMMARY

Budget Activity: COMMUNITY & ASSISTANCE
Program: WATER
Agency: POLLUTION CONTROL AGENCY

ACTIVITY PROFILE:

The Community and Assistance activity, like the Regulatory Compliance activity,
focuses on the development of a statewide approach to water-quality protection
and restoration. A comprehensive approach to water resources is used rather
than relying on categories of pollutants, specific facility types, or programs. It
also utilizes partnerships with citizens, business, industry, local government, and
other state and federal agencies to develop and implement activities or programs
that are not regulatory in nature. It provides educational, financial, and technical
assistance to local units of government for watershed protection and
improvement projects. Surface waters contaminated by nutrient and sediment
runoff and coliform from feedlots, urban runoff, and septic systems benefit from
restoration and prevention projects.

STRATEGIES AND PERFORMANCE:

Based on monitoring information and assessment provided under the Integrated
Environmental Programs, Environmental Outcomes Budget Activity, the
Community and Assistance activity provides support to local watershed
authorities to further assess specific waters and establishes goals for water
quality to be achieved through basin and watershed management plans. These
basin management plans are developed in conjunction with other state, federal
and local agencies, nonprofit organizations, and citizens groups who are
interested in planning for and targeting programs to protect state water
resources. The plans address both point and nonpoint sources and prioritize
work efforts to achieve established goals.

In addition to developing the plans, the Community and Assistance activity
implements all program activities other than Regulatory Compliance. These
include:

®  providing technical assistance for the construction of municipal wastewater
treatment facilities;

" providing technical and financial assistance for Individual Septic Treatment
Systems;

®  providing technical and financial assistance through the state Clean Water
Partnership Program and 319 for watershed protection and restoration;

®  providing training for farmers and county officials regarding feedlots; and

®  assisting in Smart Growth efforts that will have direct impacts on our state
water resources.
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The following chart and table show the amount of financial assistance and
number of projects implemented to address nonpoint source pollution through
partnerships with local units of government. Examples of projects:

Cumulative Water Pollution (Nonpoint) Assistance Activities
Funded by State and Federal Dollars (million doliars)

Q
=
9
(]
c
2
.'E_'
1978-89 1990-91 1992-93 1994-95 1996-97 1998-99 2000-01*
*Estimate based on previous award cycles.
Nonpoint Financial Assistance Activities (1978 — 2001*)
Activity . Number of Projects
319 Implementation Projects 204
Clean Water Partnerships 174 .
Individual Sewage Treatment Systems 38
Total 416

*Project numbers for 2000 and 2001 based on historic award cycle.

Providing financial assistance using Clean Water Action Section 319, Clean
Water Partnership grants, and the State Revolving Fund loans to local units of
government for lakes restoration and contamination prevention has resulted in
large improvements to Minnesota waters.

While it may take up to 10 years for the benefits to be fully realized, important
water quality results can be seen in restoration projects across the state. Big
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BUDGET ACTIVITY SUMMARY (Continued)

Budget Activity: COMMUNITY & ASSISTANCE
Program: WATER
Agency: POLLUTION CONTROL AGENCY

Birch Lake near St. Cloud is in its last phase of a Clean Water Partnership
project. Reductions in phosphorus of 49% have been achieved through an
intensive public education effort, two feedlot improvement projects, installation of
55 septic systems, lake shore landscaping, and erosion protection. The
watershed district will conduct ongoing monitoring. Another example is the
Tanners Lake watershed project. Tanners Lake is an urban lake in Oakdale, five
miles east of downtown St. Paul. It has storm-water runoff and extensive
phosphorus loading problems. Three storm water retention and treatment basins
have been constructed with alum injection to remove phosphorus from the
basins. Prevention measures include street sweeping and public education.
This project received the 1999 first place award in a municipal category for storm
water control by EPA. Phosphorus loading reductions of 45% are anticipated
from these activities, and monitoring is underway to determine actual reductions.

FINANCING INFORMATION:

This activity relies on strong alliances with counties and other local units of
government to deliver the program. From combined federal funds through the
Clean Water Act and state funds for watershed assistance, about 41% of the
funding for the activity is directed toward supporting the partnerships that deliver
these services.

FY 2000-01 Program Funding Source

Federal
36%

Other State
15%

Environmental
7%
Solid Waste
2%
Petro
1%

General
39%
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In FY 2000-01, 46% of program expenditures were for personnel, 41% for grants
and pass-through funding, and 13% for operating costs.

BUDGET ISSUES:

As part of a multi-agency feedlot initiative, $1.235 million each year will be
transferred from CWP grants to BWSR for feedlot cost share to livestock
producers and, for delegated counties feedlot programs.

The CWP program has been in effect since 1987 to address pollution associated
with runoff from agricultural and urban areas. The program provides local
governments with resources to protect and improve lakes, streams, and rivers.
The program is based on local units of government identifying the most relevant
sources of pollution to reduce at the least cost. The program received an
increase in funding for FY 2000-01, and current base level funding for CWP
grants annually is $2.348 million.

"The recommendation reduces funding for diagnosing problems in watersheds,

and for implementation of:

¥ best management practices related to sedimentation ponds, wetland
restoration, management of fertilizer and other agricultural sources of runoff,
and conservation tillage;

®  urban runoff issues: and
" information that, to a limited extent, helps establish Total Maximum Daily
Load (TMDL) standards for the impaired lake, stream, or river.

Money will also be available to local units of government for loans, through the
State Revolving Fund, which are primarily for infrastructure development.
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Activity: COMMUNITY & ASSISTANCE
Program: WATER
Agency: POLLUTION CONTROL AGENCY
Biennial Change
Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Category:
State Operations
COMPENSATION 6,486 7,063 7,687 7,712 8,354 7,922 8,534 2,138 14.5%
OTHER OPERATING EXPENSES 1,817 1,363 2,801 1,357 1,590 1,212 1,425 (1,149) (27.6%)
TRANSFERS 0 0 0 2,176 3,411 2,182 3,417 6,828
Subtotal State Operations 8,303 8,426 10,488 11,245 13,355 11,316 13,376 7,817 41.3%
LOCAL ASSISTANCE 2,369 4,624 8,572 6,181 5,296 6,181 4,946 (2,954) (22.4%)
Total Expenditures 10,672 13,050 19,060 17,426 18,651 17,497 18,322 4,863 15.1%
Change items: Fund
(B) LAKE SUPERIOR LAMP ENV 100 100
(B) FEEDLOT COST SHARE AND PERMIT ADMIN GEN 725 725
(B) GOVERNOR'S LCMR RECOMMENDATION MNR 313
(B) GOVERNOR'S LCMR RECOMMENDATION SR 87
Total Change ltems 1,225 825
Financing by Fund:
Direct Appropriations:
ENVIRONMENT & NATURAL RESOURCE 118 412 648 0 0 0 0
GENERAL 6,062 5,943 7.831 9,384 10,109 9,581 10,306
MINNESOTA RESOURCES 0 0 0 0 313 0 0
PETROLEUM TANK RELEASE CLEANUP 0 206 44 0 0 0 0
STATE GOVERNMENT SPECIAL REVENUE 45 44 45 47 47 48 48
SPECIAL REVENUE 0 0 0 0 87 0 0
ENVIRONMENTAL 67 688 585 767 867 803 903
SOLID WASTE 0 0 104 0 0 0 0
Statutory Appropriations:
PUBLIC FACILITIES AUTHORITY 829 811 787 785 785 785 785
SPECIAL REVENUE 291 37 274 194 194 52 52
FEDERAL 3,260 4,909 8,742 6,249 6,249 6,228 6,228
Total Financing 10,672 13,050 19,060 17,426 18,651 17,497 18,322
FTE by Employment Type:
FULL TIME 114.7 118.8 123.9 117.5 126.5 115.7 124.7
PART-TIME, SEASONAL, LABOR SER 1.1 3.3 4.4 22 37 2.2 2.2
OVERTIME PAY 0.1 0.0 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 115.9 1221 128.3 119.7 130.2 117.9 126.9
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- GRANTS DETAIL

Purpose -

 RecipientType(s)
4 Eligibility Criterjia =+

| Budgeted
1 FY2001 .

| Federal Award

Most Recent

~{cite year)

Clean Water Partnership Program
(State) M.S. 103F.701-103F.761

] Prby\}i‘de' ﬁhénéial assistance in the forrh of

grants and loans and technical assistance
to local units of government to protect and
restore water resources through holistic
watershed assessment, planning and
implementation.

Local units of government

$2.5 million in
grants

$3 million in
loans

N/A

Clean Water Act Section 319
Nonpoint Source Program (NPS)
Clean Water Act Section 319

Provide funds to projects that implement
the state’s NPS management plan to
control sources of NPS pollution.

Local units of government,
academic institutions, state
agencies, associations,
watershed organizations, etc.

$7.6 million in
grants®

2000

ISTS Grant Program M.S. 116.18

Provide low income communities in need of
improved wastewater treatment with grants
to partially fund replacement of failing
septic systems or connection to centralized
wastewater treatment.

Communities with low median
household incomes.

$200,000 in
grants
($400,000/
biennium)

N/A

Minnesota River Nonpoint Source
M.S. Laws 99, ch. 231, sec. 2,
subd. 2

Provide funds to improve assessment and
planning activities by locals to maximize
effectiveness of implementation dollars.

Local Units of Government

$250,000 in
grants

N/A

*Includes carry forward dollars from prior federal awards.
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BUDGET CHANGE ITEM (46413)

Budget Activity: COMMUNITY & ASSISTANCE
Program: WATER
Agency: POLLUTION CONTROL AGENCY

item Title: LAKE SUPERIOR LAKEWIDE MANAGEMENT PLAN

2002-03 Biennium 2004-05 Biennium

FY 2002 FY 2003 FY 2004 FY 2005

Expenditures: ($000s)

Environmental Fund

-State Operations $100 $100 $-0- $-0-
Revenues: ($000s)

General Fund $-0- $-0- 3$-0- $-0-
Statutory Change? Yes __X No
If yes, statute(s) affected:

New Activity Supplementai Funding X___Reallocation

GOVERNOR’S RECOMMENDATION: The Governor recommends that
$100,000 be reallocated from the Environmental Fund in FY 2002 and
$100,000 in FY 2003 for implementation of the Lake Superior Lakewide
Management Plan (LaMP).

RATIONALE: Under the Lake Superior Binational Program, the Pollution
Control Agency (PCA) recently committed to 40 actions to reduce nine toxic
chemicals [mercury, polychlorinated biphenyl (PCBs), dioxin, chlordane, DDT,
dieldrin, hexachlorobenzene, octachlorostyrene, and toxaphene]. Partners also
making commitments and implementing them include Canada, U.S.
Environmental Protection Agency, Michigan, Wisconsin, and the tribes. Many
of the PCA commitments can be accomplished using existing staff and
resources. However, others will require additional resources before they can be
implemented. The additional funding will provide the resources necessary to
accomplish these commitments.

The Lake Superior Binational Program was signed by partnering governments
in 1991. Since 1991, the partners have worked to define chemicals of concern,
reduction schedules, and reduction activities necessary to achieve these
schedules. Guiding principles in this plan include moving beyond regulatory
compliance, staged reductions, pollution prevention, action consistent with a
sustainable economy, voluntary reductions of toxic chemicals, and developing
incentives to reduce toxic chemicals

The significant up front planning process has been completed and the
partnership is now at the implementation stage for reduction activities.
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Implementing the actual reduction activities is the most important step. The
partnership has worked very hard for a long time to get to this stage. As a resuilt of
each partner now meeting its commitments, the environment of Lake Superior will
be significantly improved and protected.

If the funding is not reallocated, the PCA will not be able to conduct the activities
necessary to meet the chemical reduction commitments made to our partnering
agencies. This will significantly affect the pace for dealing with these chemicals of
concern in Lake Superior. This may also significantly affect our relationships with
partners who have met their commitments and assume that the PCA’s minimal
response is an indication of lack of concern for dealing with these important and
long-lasting environmental issues in Lake Superior. This is a priority for the PCA
because of the high economic and environmental value that Lake Superior
provides to the state, the region, and the world.

FINANCING: The $100,000 would be reallocated from the Listed Metals Program
(located in the land/community assistance budget activity). This would
supplement existing federal funding ($75,000 in FY 2001), which is intended for
planning by providing for agreed upon implementation activities. The Listed
Metals Advisory Council will complete its work by December 2000 ending listed
metals expenditures. The forecasted expenditures are reprioritized to address
more pressing environmental issues including the Lake Superior Management
Pian.

OUTCOMES: Current estimates indicate that the Lake Superior basin is on target
to meet the year 2000 reduction goal for mercury and PCBs. Additional funding
would provide for an appropriate level of incremental progress toward achieving
the next chemical reduction milestone in the year 2005 for PCBs and dioxin.

With this funding, the PCA will be able to provide technical and financial
assistance in the basin to support small businesses in a variety of projects to
reduce mercury, pesticide, and dioxin. Possible projects include clean sweeps,
bounties on mercury products, bounties or other mechanisms to reduce bumn
barrel use, and mercury swaps for alternative products. Innovation will be
encouraged in developing and implementing programs. Another project would be
to increase efforts to seek and eliminate mercury and PCBs in area schools
employing modern detection technology, swap programs, and private sector
participation. This would employ a stepwise process starting with education and
leading to reduced use and proper disposal.

This will significantly help the binational effort to achieve the interim reduction
schedules for the nine critical chemicals and bring closer the goal of zero pollution
discharge to Lake Superior. Progress towards this goal will be measured through
indicators, such as the actual release from sources in the basin, consumer
behavior, quantities of PCBs, mercury and pesticides disposed, and trends in the
use of burn barrels.
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BUDGET CHANGE ITEM (56048)

Budget Activity: COMMUNITY & ASSISTANCE
Program: WATER
Agency: POLLUTION CONTROL AGENCY

ltem Title: FEEDLOT COST SHARE AND PERMIT
ADMINISTRATION

2002-03 Biennium 2004-05 Biennium
FY 2002 FY 2003 FY 2004 FY 2005
Expenditures: ($000s)
General Fund
-State Operations $725 $725 $725 $725

Revenues: ($000s)

General Fund

Environmental Fund $(207) $(192) $(192) $(192)
Statutory Change? Yes __X No

If yes, statute(s) affected: 116.07

New Activity Supplemental Funding X__ Reallocation

GOVERNOR’S RECOMMENDATION:

As part of a multi-agency feedlot initiative, the Governor recommends the
following:

®  Appropriate $725,000 in FY 2002 and $725,000 in FY 2003 from the
General Fund for PCA feedlot permit staff.

®  Transfer $700,000 in FY 2002 and $700,000 in FY 2003 to the Board of
Water and Soil Resources (BWSR) from the Clean Water Partnership
(CWP) for cost share to livestock producers to improve feedlots to meet
environmental standards.

®  Transfer $535,000 in FY 2002 and $535,000 in FY 2003 to BWSR from
CWP for county delegated feed!lot permit program grants.

In addition, the Governor recognizes that permit fees paid by farmers will be
reduced by an estimated $207,000 in FY 2002 and $192,000 in FY 2003 as part
of Environmental Tax Reform proposed in this budget.

This budget change request is part of a multi-agency feedlot initiative that

includes the PCA, BWSR, and the Minnesota Department of Agriculture (MDA).
It will address the needs of livestock producers for making environmental
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improvements in their feedlots and provide- more effective customer service to
feedlot owners from regulatory agencies. Specifically, this package provides
funding for cost share and low-interest loans to livestock operators for
environmental upgrades, technical engineering assistance to producers, and
planning and assessment assistance to producers. In addition, increased funding
is provided to counties and the PCA for permitting activities. Details are included
in each agency’s respective budgets.

RATIONALE:

PCA rules for feedlots were revised effective 10-23-2000. The revised rule
includes a new permitting structure, including elimination of some permitting
requirements for smaller farms; more clear technical standards for feedlots; and an
expansion of the role of delegated counties in permitting. This budget initiative will
allow effective implementation of the revised rule.

A rigid permitting system for all facilities has been replaced with a self-registration
requirement for most small farmers, and permitting requirements for mid-size
farmers have been greatly reduced. Requirements for large facilities have been
clarified, and increasing regulatory emphasis has been shifted to this higher
impact group. This shift requires increased field presence by PCA staff and
regulatory partners to make it work effectively. For this reason, the PCA is
requesting funds for nine additional regulatory assistance staff at PCA and for an
increase in funding for county-level regulatory programs. PCA staff will also assist
county staff in understanding and implementing the technical requirements of the
new rule, and maintaining local accountability for the money that is passed -
through. PCA is responsible for permitting all facilities with more than 1,000
animal units statewide, and for permitting all size operations in non-delegated
counties. PCA anticipates greater workload in this area as facilities make changes
required by the revised rule. This increased volume will also impact county
programs.

Legislation passed in 2000 requires the PCA to process feedlot permits within 60
days. [f the agency is unable to complete appropriate reviews within 60 days due
to lack of resources, the permits will be automatically approved, and the potential
is greater that significant environmental impact may occur. The alternative to
increased staffing is to keep field staff in the office more so they can assure that
the 60-day turmaround can be met. This will impede effective implementation of
the new rules. Rather than seeking the entire number of staff needed to meet the
60-day turnaround 100% of the time, the Governor is recommending a total of nine
staff to adequately meet the program deadline most of the time. In addition to
increased staffing, the PCA recommends a modification of the 60-day time frame
so it is clear that the provisions of M.S. 15.992 apply to feedlot permitting, rather
than M.S. 15.99 (refer to PCA report, “Report to Legislature on the Minnesota
Pollution Control Agency’s Ability to Meet 60-Day Issuance Deadline for Feedlot
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BUDGET CHANGE ITEM (56048) (Continued)

Budget Activity: COMMUNITY & ASSISTANCE
Program: WATER
Agency: POLLUTION CONTROL AGENCY
Item Title: FEEDLOT COST SHARE AND PERMIT

ADMINISTRATION

Permits”), and that the deadline for imposition of this provision move back from
10-1-01, to 10-1-03.

The PCA has historically provided some funds for feedlot improvement through
the Clean Water Partnership (CWP). The CWP program has previously
allocated between 2.5 - 3.5% of the grant funds for Best Management
Practices at feedlots. This budget proposal significantly increases the funding
that would go to farmers for feedlot improvements through a reallocation of
$700,000 per year in CWP funds to BWSR for cost share. The money for
farmer cost share would be available only for feedlots between 300-500 animal
units identified as needing to upgrade to meet state rules.

The PCA cannot require upgrade of feedlots ‘of less than 500 animal units
unless cost share is available to the farmer for at least 75% of the cost.
Reallocation of money to fund the cost-share program is necessary so farmers
can make the needed changes to reduce environmental risks by eliminating
runoff from feedlots and upgrading leaky manure lagoons to protect
groundwater. The focus will be on feedlots between 300-500 animal units in
watersheds where feedlots pose the greatest environmental risks. The number
of facilities needing to make improvements is an estimate based on the number
of feedlots in this size range and a projected rate of compliance. Additional
assistance staff will be needed at the county level to assist farmers in making
these changes. The level of costs as proposed reflects a historic average and
includes an average of 50% cost share, 25% loans, and 25% producer
contribution. Therefore, the statutory language in M.S. 116.07, section 7, subd.
1 and 2 regarding farmer cost share needs to be amended to clarify that
upgrades may be required if cost share funding is available for “up to” 75% of
the cost.
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FINANCING:
Dollars in Thousands
FY 2002 | FY 2003
Feedlot staffing to implement program in light of
legislative mandate of 60 days for permitting $725 $725
(9 FTE)
Funds to be transferred to BWSR for county
grants for feedlot programs 535 535
Funds to be transferred to BWSR for cost share
for feedlots in priority watershed areas 700 700
Total $1,960 $1,960

In addition, the PCA Environmental Tax Reform proposal will eliminate water
quality permitting fees for farmers, making available an additional $207,000 in FY
2002 and $192,000 in FY 2003 which farmers may choose to apply to
environmental improvements rather than paying permits fees.

OUTCOMES:

Environmental impacts from animal agriculture (pollutant contribution of fecal
coliform and nutrients) will be reduced by effective administration of the new
feedlot program. Improvements will be measured and documented through
monitoring associated with TMDLs. Increased staffing of county and PCA
programs will allow: an increased regulatory focus on higher impact feedlots, an
increased role of delegated counties in feedlot regulation, and an increased PCA
and delegated county field presence. Permit turnaround times will improve, and
permit conditions will be more appropriate to facilities because permit writers and
inspectors are able to visit many more sites. This will be a benefit to farmers.
State funding will enable smaller farmers with between 300-500 animal units to
make needed changes to their farms. This likely would not be economically
feasible without state cost share funds. Assistance will be available to farmers
through regional PCA staff and local officials, including county feedlot officers and
Soil and Water Conservation District staff. The PCA recognizes that the waters of
the state may remain impaired from other agricultural and urban sources of
pollutants that otherwise would have received CWP funding to mitigate.
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PROGRAM SUMMARY

Program: AIR
Agency: POLLUTION CONTROL AGENCY

PROGRAM PROFILE:

The federal Clean Air Act (CAA) is the national environmental framework for
protecting public healith and the environment from air poliution. The CAA and
U.S. Environmental Protection Agency (EPA) regulations set the standards for air
quality. States implement them through various programs using regional or site
specific strategies. In 1990, the CAA was amended to dramatically expand the
air program in Minnesota and nationwide through the assessment of air emission
fees, new permit and compliance requirements, and hazardous air pollutant
control activities. In 1997, the EPA developed new, more restrictive standards
for ozone and particulate matter. In 1998, the EPA finalized a new program to
reduce regional haze and ailso began considering issues related to global climate
change. The ozone and particulate matter standards are being legally contested.
Global climate change continues to develop as an issue of environmental
concern. The EPA and other states are moving ahead in planning for the
regional haze reduction program.

The primary goals of the Protecting the Air Program are:

® {0 assess the risk to human health and the environment from air pollution;

®  to minimize or abate the impacts of air pollution through policy development
and planning;

® to help Minnesotans protect the environment from degradation due to air
pollution from nonpoint (mobile and non-industrial) sources;

®  to limit pollution from industrial point sources in an efficient and effective
manner;,

® to conduct a comprehensive and timely program for compliance
determination and enforcement; and,

®  to help industry and small businesses reduce emissions and comply with air
quality regulations by providing assistance services.

STRATEGIES AND PERFORMANCE:
To accomplish these goals, the following major strategies are used:

M gspecific efforts to reduce pollution from industrial sources and nonpoint
sources through regulation, assistance, and education;
" activities to revise, reinvent or develop new strategies and policies; and

R efforts to assess environmental progress and study new problems.
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These strategies have resulted in a major reduction in the levels of most air
pollutants. As reported in the Pollution Control Agency's (PCA’s) Minnesota
Environment 2000 Report, levels of many air pollutants have declined or
remained stable over the past decade.

Trends in criteria air pollutants in the Twin Cities Metropolitan Area
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Reductions in air pollutant emissions have dramatically increased the number of
areas that meet air quality standards. Currently, virtually all areas of Minnesota
meet federal air quality standards, with the exception of two small areas that
have not yet been formally recognized by the EPA as meeting standards. The
PCA will continue to work with the EPA to fulfill the administrative requirements
to achieve formal recognition.
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PROGRAM SUMMARY (Continued)

Program: AIR
Agency: POLLUTION CONTROL AGENCY

Number of non-attainment areas in
Minnesota

i

2000

1980 1990 1994

1996 1998

Year

Although air quality has continued to improve, the PCA is shifting its emphasis to
address new information regarding the environment and new concerns
expressed by citizens and experts. Four issues continue to guide ongoing
changes in the PCA policy regarding air pollution over the biennium.

The EPA has recently promulgated new standards for ozone and particulate
matter based on new information regarding health impacts. In addition, the
EPA is expected to finalize visibility protection standards to protect national
parks and wilderness areas. Violating federal air quality standards would be
an indication that public health and the environment are not being
adequately protected. Violating the standards would also have economic
consequences, which would ultimately harm Minnesota’s ability to compete
in a global economy. Although the ozone and particulate matter standards
are being legally contested, the PCA must continue to assess whether
Minnesota will meet these standards and implement pollution prevention
strategies for mobile and industrial sources of air pollution to prevent any
future violations of the standards.
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Global warming has been accepted as a reality by experts. The PCA must
continue to assess impacts on Minnesota and participate along with other
stakeholders in taking the first steps toward stabilizing atmospheric levels of
gases that cause global warming.

It has become clear that levels of several toxic air pollutants remain above
health benchmarks in portions of Minnesota. Studies being conducted by
the PCA and EPA demonstrate that eight toxic air pollutants exceed state

" health benchmarks in many areas of the state. Mobile sources, such as

cars, trucks, and off-road vehicles, are the biggest contributor of this type of
pollutant. The PCA must continue to assess the extent of the exposure,
propose and implement reduction strategies where appropriate, and facilitate
efforts that will reduce pollution where the PCA has little or no direct
authority.

Mercury, other heavy metals, and persistent organic chemicals can cause
health problems near large industrial facilities and through long-range
transport. The PCA must expand efforts to address known problems and
develop better data regarding sources and impacts of these pollutants. The
PCA wili continue to implement the reduction strategies recommended by
the mercury contamination reduction initiative advisory council.

FINANCING INFORMATION:

FY 2000-01 Program Funding Sources

Environmental [ Special
72% Revenue
26%

General
2%

In FY 2000-01, 58% of the program expenditures were for personnel, 23% for
vehicle inspection (now discontinued), and 19% for operations.
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PROGRAM SUMMARY (Continued)

Program: AIR
Agency: POLLUTION CONTROL AGENCY

BUDGET ISSUES:

The CAA requires states to collect annual air emission fees from facilities that
emit air pollution.

Fees must meet a specified minimum amount as defined in the CAA and must
cover the costs of operating the permitting and compliance program for industrial
point sources.

In addition to fees, the air program receives a grant from the federal government
to cover the costs of operating the remaining components of the air program.
This grant requires a 40% state match. The match must be funds appropriated
to the PCA above and beyond the minimum air emission fee collection required
for operation of the federal permitting and compliance program. Base budget
funds include the required state match.

In the Tax Reform Initiative, the PCA is requesting elimination of separate
accounts within the environmental fund, along with elimination of the hazardous
waste fees and the water quality fees. With the resulting flexibility, as the need
for hazardous and solid waste resources decreases to a maintenance level, the
legislature and the PCA will be able to reassign resources where the need and
potential environmental benefit is greater, specifically water quality point source
and storm-water permitting, and reduction of air emissions.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency base level funding and change items as
follows:

® A reallocation of 3.0 FTEs from existing programs within the PCA to raise
awareness among stakeholders and citizens on air quality issues and to
emphasize their role in reducing emissions. These staff will also implement
strategies to reduce air pollution from area sources (such as gas stations),
and mobile sources.

State of Minnesota 2002-03 Biennial Budget
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Program: AIR
Agency: POLLUTION CONTROL AGENCY
Biennial Change
Program Summary Actual Actual Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent

Expenditures by Activity:

REGULATORY COMPLIANCE 4,548 4,062 4,869 5,521 5,521 5,580 5,580 2,170 24.3%

COMMUNITY & ASSISTANCE 10,036 6,197 1,919 2,434 2,631 2,521 2,724 (2,761) (34.0%)
Total Expenditures 14,584 10,259 6,788 7,955 8,152 8,101 8,304 (591) (3.5%)
Change Items: Fund

(B) AIR TOXICS/MOBILE SOURCE REDUCTION ENV 197 203
Total Change Items 197 203
Financing by Fund:
Direct Appropriations: 7

GENERAL 0 84 | 240 135 135 62 62

SPECIAL REVENUE 464 159 0 0 0 0 0

ENVIRONMENTAL 6,245 5712 6,126 7,456 7,653 7,689 7,892
Statutory Appropriations:

SPECIAL REVENUE 7,615 4,086 154 130 130 130 130

FEDERAL 58 23 48 14 14 o] 0]

ENVIRONMENTAL 202 185 220 220 220 220 220
Total Financing 14,584 10,259 6,788 7,955 8,152 8,101 8,304
FTE by Employment Type:

FULL TIME 77.9 83.6 72.3 66.9 69.9 65.4 68.4

PART-TIME, SEASONAL, LABOR SER 23 4.8 58 6.7 6.7 6.7 6.7

OVERTIME PAY 0.2 0.2 0.2 02 0.2 0.2 0.2
Total Full-Time Equivalent 80.4 88.6 78.3 73.8 76.8 72.3 75.3
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BUDGET ACTIVITY SUMMARY

Budget Activity: REGULATORY COMPLIANCE
Program: AIR
Agency: POLLUTION CONTROL AGENCY

ACTIVITY PROFILE:

This activity manages the regulatory program for industrial point sources—the
largest activity in this program. Industrial point sources account for
approximately 40% of air pollutant emissions. Regulation of point sources is
resource intensive since controls and compliance assistance are often
customized for each source.

Air poliution problems caused by or contributed by point sources include acid
rain, global warming, diminished visibility, ozone (smog), fine particles, mercury,
and localized high levels of other toxic air pollutants.

Over the next decade there are two general goals for this program. The first goal
is to maintain compliance with new health standards for ozone and fine particles
and existing standards for other pollutants. The second goal is to implement
reduction strategies for global warming gases, mercury, and other pollutants that
will not have standards.

STRATEGIES AND PERFORMANCE:

The Regulatory Compliance activity protects air quality through a comprehensive
permitting program. Air quality permits contain state and federal regulatory
requirements that are monitored for compliance. The Pollution Control Agency
(PCA) will continue the implementation of this permitting program to ensure
compliance with state and federal regulations. As of the end of the fourth
quarter, FY 2000, the agency estimates that about 2,600 sources need operating
permits. Of those, 360 need a federal air quality permit, and 144 have been
issued. These 144 permits account for about 73% of pollutant emissions. This
reflects a strategic decision to focus permitting resources on facilities that have
the greatest potential impact on the environment.
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Industrial air pollution regulated by
federal air quality permits

E % of emissions
regulated by
federal air quality
permits in MN

0% of emissions
not regulated by
federal air quality
permits in MN

The PCA has established a goal of issuing 96 federal air quality permits in the
next biennium. This translates to an annual rate of 48 permits issued, which will
be a 50% improvement over FY 2000. In addition, the PCA has issued 2,080
state air quality permits to other sources of pollution. In many cases, particularly
for smaller businesses, facilities can obtain state air quality permits as an
alternative to being regulated under the more complex federal permitting system.

The PCA will also continue to focus on the permitting of new construction and
expansion of industrial facilities, as well as inspect facilities, enforce regulations,
and, when appropriate, impose fines and penalties. The PCA will also continue
to analyze noncompiiance information to identify and target categories of sources
that are more frequently out of compliance. For facilities with federal air quality
permits, the calendar year 1999 compliance rate, as measured by continuous
monitors, was 95%, which was the targeted goal.

Finally, the PCA will continue to develop regulatory innovation projects like

Project XL. and provide outreach and assistance to businesses that are subject to
regulation.
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BUDGET ACTIVITY SUMMARY (Continued)

Budget Activity: REGULATORY COMPLIANCE
Program: AIR
Agency: POLLUTION CONTROL AGENCY

# Compliance rates (%) as measured by continuous
monitors

1007
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857
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FY94 FY95 FY96 FY97 FY98 FY99

FINANCING INFORMATION:

In FY 2000-01, 86% of the program expenditures were for personnel and 14% for
operating costs.

FY 2000-01 Program Funding Source

General
4%

Spegial
. Revenue
Environmental 1%
4%
Federal

1%

State of Minnesota 2002-03 Biennial Budget

Page D-48



/‘\\ '/ﬂ\

Activity: REGULATORY COMPLIANCE
Program: AIR
Agency: POLLUTION CONTROL AGENCY

Biennial Change
Budget Activity Summary Actual Actual Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
{Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
‘ Base Recomm. Base Recomm. Dollars Percent

Expenditures by Category:
State Operations

COMPENSATION 2,605 3,834 3,562 3,380 3,380 3,449 3,449 (567) (7.7%)

OTHER OPERATING EXPENSES 1,943 228 1,307 2,141 2,141 2,131 2,131 2,737 178.3%
Total Expenditures 4,548 4,062 4,869 5,521 5,521 5,580 5,580 2,170 24.3%
Financing by Fund:
Direct Appropriations:

GENERAL 0 84 240 135 135 62 62

ENVIRONMENTAL 4,450 3,890 4,507 5,317 5,317 5,463 5,463
Statutory Appropriations:

SPECIAL REVENUE 40 65 74 55 55 55 55

FEDERAL 58 23 48 14 14 0 0
Total Financing 4,548 4,062 4,869 5,521 5,521 5,580 5,580
FTE by Employment Type:

FULL TIME 477 60.9 51.0 453 453 43.7 43.7

PART-TIME, SEASONAL, LABOR SER 14 3.1 4.4 53 5.3 5.3 53

OVERTIME PAY 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Total Fuli-Time Equivalent 49.3 64.2 55.6 50.8 50.8 49.2 49.2
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BUDGET ACTIVITY SUMMARY
BUdgeL‘:‘:;i:’aitnxf XI%MMUNITY & ASSISTANCE ®  assisting local units of government with monitoring and resolution of noise
Agency: POLLUTION CONTROL AGENCY ISSUES,
" developing a plan for reducing regional haze and fine particulate matter;
ACTIVITY PROFILE: " implementing a comprehensive mercury reduction strategy that follows the
recommendations of a diverse stakeholder group and endorsed by the
This activity manages the programs responsible for providing direction in policy Minnesota Legislature in 1999;
and regulation by developing new rules and programs designed to help reduce or "

minimize air pollution from all sources. It is necessary to develop rules,
programs and plans for reducing air pollution so that air quality standards will
continue to be met and all requirements of the Clean Air Act (CAA) are
implemented. Providing direction involves identifying and proposing legislative
changes necessary to fully implement the CAA, which is the overarching federal
legislation focused on protecting and improving air quality. The CAA has many
specific regulations that states must implement. Careful planning and direction
are needed to meet these requirements in ways that are best for Minnesota.
Furthermore, there are air pollution issues in Minnesota, such as air toxics and
mercury that do not yet have an adequate federal response. These issues
benefit from state involvement in the development of national policy.

This activity also manages the programs responsible for reducing air pollution
from mobile sources, such as cars, trucks, and off-road vehicles. Mobile sources
of air pollution individually may emit relatively small amounts of pollutants.
However, as a group, these sources emit large amounts of air poliution.
Approximately 40% of air poliutants in Minnesota are emitted from mobile
sources. In Minnesota, mobile sources are major contributors to the emissions of
carbon monoxide, toxic air pollutants, ground level ozone (smog), and global
climate change poliutants. To help prevent violations of the new, more stringent
ambient air standard for smog, as well as to address elevated levels of air toxics
found in many parts of the state, the Pollution Control Agency (PCA) is engaged
in activities designed to complement activities at the federal level.

STRATEGIES AND PERFORMANCE:

The PCA will implement the planning and reduction strategies in this activity by

®  continuing to manage the State Implementation Plan for air quality by
submitting final requests to U.S. Environmental Protection Agency (EPA)
that will ensure that all areas of the state fully comply with air quality
standards and regulations;

continuing to update and improve air quality rules;

®  pursuing mobile source pollution prevention strategies that aim to reduce air
toxics, smog, and global warming poliution;
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participating with the Department of Commerce in the environmental
evaluation of the Administration’s electricity reliability proposal, as part of the
Big Plan; and

® developing a global climate change policy that will help advise EPA on the
proper approach to climate change, including the need to develop a credit
program to help foster early reductions, the need for good inventories for
greenhouse gases, and the potential need for rules.

Estimated Excess Cancer Risk from
Toxic Air Pollutants in Minnesota *

Area Sources
24%

(such as manufacturing
facilities, utilities,
municipal waste,

incinerators, refineries)

Mobile Sources
52%

(Such as cars, trucks,
planes, trains,
construction
equipment, off-road

vehicles) Point Sources

24%

(such as furnaces,
woodstoves, firepiaces,
gas stations, dry
cleaners, solvent and
paints use)

*Additional risk of cancer that may result from air pollution.
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BUDGET ACTIVITY SUMMARY (Continued)

Budget Activity: COMMUNITY & ASSISTANCE
Program: AIR
Agency: POLLUTION CONTROL AGENCY

FINANCING INFORMATION:

FY 2000-01 Program Funding Source

. Environ
Special mental
Revenue 48%
52%

FY 2000-01 Program Expenditures
by Category

Personnel

30%
Contracted
Vehicle Insp |
48%
Operating
Costs
22%

State of Minnesota 2002-03 Biennial Budget

BUDGET ISSUES:

In December 1999, the Vehicle Inspection Program ceased operation resulting in
a significant decrease in revenue to the Air Program. The program had $323,000
appropriated for direct operating expenses in FY 2000 and $3,939,989 in
statutory contractor payment.

PCA recommendations to reduce air toxics and other pollutants from area and
mobile sources have moved forward on a limited basis. The communication of
air pollution issues is taking place on a piece-meal basis, confusing issues and
keeping citizens and others from doing their part in reducing emissions from
nonpoint sources of air pollution.
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Activity: COMMUNITY & ASSISTANCE
Program: AIR
Agency: POLLUTION CONTROL AGENCY
Biennial Change
Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
{Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Category:
State Operations
COMPENSATION 1,711 1,220 1,218 1,306 1,477 1,370 1,552 591 24.2%
OTHER OPERATING EXPENSES 8,123 4,782 482 909 935 932 953 (3,376) (64.1%)
OTHER FINANCIAL TRANSACTIONS 202 195 219 219 219 219 219 24 5.8%
Total Expenditures 10,036 6,197 1,919 2,434 2,631 2,521 2,724 (2,761) (34.0%)
Change items: Fund
(B) AIR TOXICS/MOBILE SOURCE REDUCTION ENV 197 203
Total Change Items 197 203
Financing by Fund:
Direct Appropriations:
SPECIAL REVENUE 464 159 0 0 0 0 0
ENVIRONMENTAL 1,795 1,822 1,619 2,139 2,336 2,226 2,429
Statutory Appropriations:
SPECIAL REVENUE 7,575 4,021 80 75 75 75 75
ENVIRONMENTAL 202 195 220 220 220 220 220
Total Financing 10,036 6,197 1,919 2,434 2,631 2,521 2,724
FTE by Empioyment Type:
FULL TIME 30.2 22.7 21.3 21.6 246 217 247
PART-TIME, SEASONAL, LABOR SER 0.9 17 14 14 14 1.4 1.4
Total Full-Time Equivalent 311 24.4 22.7 23.0 26.0 231 26.1
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BUDGET CHANGE ITEM (46409)

Budget Activity: COMMUNITY & ASSISTANCE
Program: AIR
Agency: POLLUTION CONTROL AGENCY

Item Title: AIR TOXICS/MOBILE SOURCE REDUCTION

2004-05 Biennium
FY 2004 FY 2005

2002-03 Biennium
FY 2002 FY 2003

Expenditures: ($000s)
Environmental Fund $197 $203 $203 $203

Revenues: ($000s)

Statutory Change? Yes No__ X

If yes, statute(s) affected:

New Activity Suppliemental Funding X___Realiocation

GOVERNOR’S RECOMMENDATION:

The Governor recommends that $197,000 in FY 2001 and $203,000 in FY 2002
be reallocated from the Environmental Fund within the Pollution Control Agency
(PCA) to raise awareness among stakeholders and citizens on new air quality
issues and to encourage opportunities for self-sufficiency in reducing air
pollution. This would be accomplished by developing a better scientific
understanding of emerging air quality issues, and using that knowledge to
develop incentives for less polluting behavior.

RATIONALE:

This reallocation will allow the PCA to reduce potential cancer risk, asthma, and
other health effects associated with breathing outdoor pollutants from nonpoint
sources as well as reduce the impacts on wildlife and other ecological systems.
Traditional smokestack industries are estimated to be responsible for less than
10% of total air toxics emissions while mobile and area sources, often referred
to as nonpoint sources, make up the balance. This reallocation also focuses on
educating Minnesotans about the new air pollution issues facing us.

As one of the objectives of the PCA Five-Year Strategic Plan, the agency will
reduce exposure to toxic air pollutants by further assessing the extent of the
exposure to air toxics, proposing reduction strategies where appropriate, and
starting a process to build partnerships to address problems. This is part of a
multi-year effort to develop state policy on important environmental problems,
one of which is reducing the threat to Minnesota citizens and wildlife from toxic

State of Minnesota 2002-03 Biennial Budget

pollutants. The agency’s Five-Year Strategic Plan requires the identification and
implementation of partial solutions that are obvious and easy to implement. The
requested reallocation will enable the PCA to attain these goals.

One FTE is needed to design and implement the strategies to reduce air
emissions from the higher priority area sources, such as gas stations, wood
burning stoves, and certain other industrial sectors that are not being addressed at
the federal level. Currently, no FTEs are allocated to this effort, even though more
than a third of toxic air emissions come from these smaller sources.

One FTE is needed to continue to develop an even better understanding of future
air toxics and ozone trends in Minnesota, and potential environmental and
economic impacts resulting from those trends.

One FTE is needed for communication of air issues. Currently, air pollution
issues, such as greenhouse gases, ozone (smog), and air toxics, are
communicated separately on a limited and reactive basis by the PCA. As a resuilt,
it is difficult to educate citizens about the environmental problems caused by
mobile sources (cars, trucks, and off-road vehicles), which are the largest source
of smog-forming and cancer-causing air pollution in Minnesota. Until recently, the
PCA only addressed carbon monoxide pollution from these sources, but the PCA
has shown that in many parts of the state, concentrations of toxic substances and
levels of smog are of concern. At the current level of staffing, it is difficult for the
PCA to engage effectively in a proactive air communications campaign. The PCA
has developed this reallocation request based on the requirements of the
Governors Big Plan and a larger PCA reorientation toward emerging
environmental issues. This reallocation request also responds to stakeholder
requests that PCA enhance its communication and demonstrate leadership on this
environmental issue.

FINANCING:

Reallocation would be from the salvage yard on-site technical assistance program
(in the Land/Community Assistance Budget Activity). The Motor Vehicle Title
Transfer Fee currently funds this program. The primary purpose of the Salvage
Yard Program has been achieved. The funding is shifted to address more
pressing environmental problems caused by motor vehicles and other dispersed
sources of air pollution. This reallocation represents an 11% increase in activity
directed at reducing air toxics and other pollutants from area and mobile sources.
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BUDGET CHANGE ITEM (46409) (Continued)

Budget Activity: COMMUNITY & ASSISTANCE
Program: AIR
Agency: POLLUTION CONTROL AGENCY
Iitem Title: AIR TOXICS/MOBILE SOURCE REDUCTION
OUTCOMES:

The PCA will measure its success by

B estimating tons of air toxics and other air pollutants emitted from source
categories targeted for reductions;

B estimating tons of air toxics and other air pollutants emitted from all source
categories on an annual basis;

®  measuring the levels of toxic air pollutants in the ambient air;

®  measuring the levels of toxic air pollutants at selected facilities;

B ysing emissions estimates to model the number of Minnesotans exposed to
concentrations of air toxics above health benchmarks; and

B conducting a survey to determine whether the public’s awareness of air
issues is changed from earlier baseline surveys.

State of Minnesota 2002-03 Biennial Budget

Page D-55




This page intentionally left blank.

State of Minnesota 2002-03 Biennial Budget - Page D-56



PROGRAM SUMMARY

Program: LAND
Agency: POLLUTION CONTROL AGENCY

PROGRAM PROFILE:

The Protecting the Land program exists to protect public health and the environ-
ment from existing and future contamination of the land. Protection of public
health and the environment is accomplished through the management of the
risks associated with potential contamination of soil, ground water, or surface
water by the generation and management of solid and hazardous waste and the
storage of petroleum products.

STRATEGIES AND PERFORMANCE:

The Protecting the Land program promotes proper management of petroleum
products, solid waste, and hazardous waste to prevent or limit adverse
environmental effects. One of its critical goals is protecting ground water, which
is one of Minnesota’s most precious and vulnerable resources and the state’s
primary supply of drinking water. This program has an extremely successful
history and has done much to accomplish its mission. The program provides
training, education, and technical assistance on best management practices.
When releases do occur, contamination of soils, ground water, and surface water
are addressed to protect human health and limit the degradation of the
environment. These activities are accomplished by

®  collecting and assessing data to determine environmental risk and potential
impacts;

®  reaching a balance of regulation, enforcement, incentives, and assistance to
achieve in a cost effective manner the level of environmental protection
expected by the public;

®  educating and involving the regulated community and local government in
rules, procedures, and technologies;

" targeting inspections to deal with priority pollutants (mercury, air toxics) and
tailoring enforcement actions to the magnitude of the violation and the
violator's level of cooperation (from “red tags” and Administrative Penalty
Orders through criminal enforcement);

" developing alliances with federal, state, and local agencies and business
organizations to coordinate activities and minimize duplication; and

L]

integrating pollution prevention principles into all activities.

State of Minnesota 2002-03 Biennial Budget

FINANCING INFORMATION:

FY 2000-01 Program Funding Source

Environmental

Solid Waste /
: 23%

44%

Petro
19%

General
14%

FY 2000-01 Program Expenditures
by Category
Operating

Costs
16%

: Through
Personnef } 7%,

77%
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PROGRAM SUMMARY (Continued)

Program: LAND
Agency: POLLUTION CONTROL AGENCY

BUDGET ISSUES:

A decade ago, money to pay for the state’s solid waste activities came out of the
General Fund. The forerunner of the current Solid Waste Tax was created in
1992 as a generator-based means of funding the Pollution Control Agency’'s
(PCA's) administrative costs for ground water and solid waste programs in lieu of
establishing permit fees on operators of facilities. The Solid Waste Assessment
fee was increased in 1994 to fund a portion of the Closed Landfill Program. This
funding source did not bring in the income projected until 1995, when growth in
solid waste generation began increasing. In 1997, the Solid Waste Generator
Assessment was reformed, along with the SCORE tax, into the current Solid
Waste Tax. The Solid Waste Tax is levied on waste services purchased by
Minnesota households, businesses, and government agencies. Because the law
applies to garbage disposal and not to materials recycled, it rewards those
businesses and individuals who cut back on waste. The legislation creating the
Solid Waste tax had a one-time “excess revenue adjustment” which did not
trigger in 1999. Because waste generation continues to increase, this tax is
bringing in additional revenue to the Solid Waste and General Fund.

The Protecting the Land Program has been very successful over the last two
decades in educating the regulated community on its environmental
responsibilities and assuring their compliance with applicable laws. The
regulated community understands what is expected of it. With the program
moving into its maintenance phase, the PCA is focusing on the base level of
resources necessary to sustain progress.

The hazardous waste program has been unable to collect enough fees to support
the appropriation provided by the legislature. The hazardous waste fees are
collected based on the amount of waste generated. Revenues have dropped as
businesses employ successful pollution-prevention techniques, causing overall
fees to rise in order to generate adequate revenue.

In the Tax Reform Initiative, the PCA is requesting elimination of separate
accounts within the environmental fund, along with elimination of the hazardous
waste fees and the water quality fees. With the resulting flexibility, as the need
for hazardous and solid waste resources decreases o a maintenance level, the
legislature and the PCA will be able to reassign resources where the need and
potential environmental benefit is greater, specifically water quality point source
and stormwater permitting, and reduction of air emissions.

State of Minnesota 2002-03 Biennial Budget

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency's base budget with the following
adjustments:

®  Adopt PCA’s tax reform proposal that restructures the Environmental Fund
- and creates a new Remediation Fund to improve the ability of the legislature
and the affected agencies to direct money to the highest environmental
priorities;
®  Reallocate $850,000 in FY 2002 and $856,000 in FY 2003 to fund higher
priority activities in other program areas.
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Program: LAND
Agency: POLLUTION CONTROL AGENCY
Biennial Change
Program Summary Actual Actual Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Activity:
REGULATORY COMPLIANCE 7,583 3,593 4,481 6,179 5,716 6,429 5,966 3,608 44.7%
COMMUNITY & ASSISTANCE 2,794 3,995 4,593 4,952 4,565 4,970 4,577 554 6.5%
Total Expenditures 10,377 7,588 9,074 11,131 10,281 11,399 10,543 4,162 25.0%
Change ltems: Fund
(A) PCA ENVIRONMENTAL TAX REFORM ENV 4,518 4,645
(A) PCA ENVIRONMENTAL TAX REFORM PET (2,218) (2,270)
(A) PCA ENVIRONMENTAL TAX REFORM REM 2,317 2,383
(A) PCA ENVIRONMENTAL TAX REFORM SW (4,617) (4,758)
(A) LISTED METALS REALLOC TO MALFORMED ENV (90) (90)
FROG
(B) ISTS/SW/HW/UST REALLOC TO PNT ENV (463) (463)
SRCE&STRM
(B) LISTED METALS REALLOC TO LAKE SUP LAMP ENV (100) (100)
(B) SALVAGE YARD REALLOC TO AIR TOXICS ENV (197) (203)
Total Change Items {850) (856)
Financing by Fund:
Direct Appropriations:
GENERAL 1,233 1,071 1,119 1,258 1,258 1,265 1,265
PETROLEUM TANK RELEASE CLEANUP 1,505 1,346 1,736 2,218 0 2,270 0
ENVIRONMENTAL 2,504 1,780 1,984 2,816 6,484 2,884 6,673
REMEDIATION 0 0 0 0 2,317 0 2,383
SOLID WASTE 4,926 3,132 3,989 4,617 0 4,758 0
Statutory Appropriations:
SPECIAL REVENUE 176 229 234 222 222 222 222
FEDERAL 30 | 30 12 0 0 0 0
| ENVIRONMENTAL 3 0 0 0 0 0 0
Total Financing 10,377 7,588 9,074 11,131 10,281 11,399 10,543
FTE by Employment Type:
FULL TIME 131.5 101.5 88.4 87.7 77.7 86.5 76.5
PART-TIME, SEASONAL, LABOR SER 54 4.8 9.8 9.8 9.8 9.8 9.8
Total Full-Time Equivalent 136.9 106.3 98.2 97.5 87.5 96.3 86.3
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BUDGET ACTIVITY SUMMARY
Budget Activity: REGULATORY COMPLIANCE
Program: LAND L .

Agency: POLLUTION CONTROL AGENCY Municipal Solid Waste Disposal 1994 - 1999

ACTIVITY PROFILE: 2,500,000 7
2,000,000 1 Olandfiiling

The focus of the Regulatory Compliance activity is to prevent unacceptable risk 1,500,000 Mresource recovery
to human health and the environment from the generation and management of 1,000,000 i
solid and hazardous waste and petroleum storage. Proper waste management 500,000 + crecycing

prevents and limits long-term environmental effects and degradation of ground
water, the state’s primary supply of drinking water.

STRATEGIES AND PERFORMANCE:

This activity provides services to Minnesota businesses and governments that
store petroleum products or generate hazardous waste, waste oil, or solid waste,
which includes municipal solid waste, construction waste, demolition debris,
industrial waste, infectious waste, and waste tires.

Solid Waste:
Residents and businesses generated 5.4 million tons of mixed municipal solid
waste in 1999.

Per capita generation of Municipal Solid Waste
(tons per person)

1994 - 1999
1994 1995 1996 1997 1998 1999 % change
{1994-1999)
Gr Minn 082 | 085 0.86 0.88 0.93 0.96 18%
Met 1.08 113 1.18 1.21 1.26 1.3 20%
Minn. 0.96 0.98 1.02 1.06 1.11 1.14 19%

Source: 1994-99 County SCORE data. Figures are rounded.

County SCORE reports indicate that mixed municipal solid waste generation has
increased yearly since 1992, due to the booming economy, population growth,
and increased use of packaging. Recycling remains the largest solid waste
management method, with recycling tonnages growing each year. However, due
to the rapid growth of the waste stream overall, recycling rates have remained
constant at slightly more than 40%. Also, during this period resource recovery
systems have lost capacity, while {andfilling has increased. The challenge for the
future will be to partner with the Office of Environmental Assistance to work with
industry, government, and the public to assess and address the increased
generation of waste.

State of Minnesota 2002-03 Biennial Budget
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Hazardous Waste:

Minnesota has 28 hazardous waste treatment, storage, and disposal facilities. In
greater Minnesota there are also 87 large quantitiy (>2200 Ibs/mo) generators of
hazardous waste generating 242,656,703 lbs/yr; 544 small quantity (<2200 and >
220 Ibs/mo) generators generating 17,012,752 Ibs/yr; and 3,771 very small
guantity (<220 Ibs/mo) generators generating 3,800,000 Ibs/yr. Regulations vary
by size of generator. The largest generators are few in number but generate the
greatest volume of waste and represent the greatest risk fo the environment.
The smallest generators are numerous, but represent lesser risk.

Larger companies, which pose the greater risk, are inspected routinely, usually
every two years if possible. Smaller companies are inspected in response to
complaints. When resource limitations require choices, the first priority for
inspections is companies generating persistent, bio-accumulative toxics, which
pose the greatest environmental risk. The primary effort for small companies
goes into partnering with local government and trade organizations to provide
education and assuring convenient, cost-effective disposal options. (See
Community and Assistance Section.)

Tanks:

Minnesota has 83 above-ground storage tank sites that store one million gallons
or more of petroleum products which is 50 to 60% of the existing volume of
petroleum stored in the state. There are 400 to 500 above-ground storage tanks
that store between 100,000 and one million galions of petroleum products (30 —
40% of existing volume). There are 5,000 above-ground tank sites that store
between 1,000 and 100,000 gallons of petroleum products (< 10% of existing
volume).

Due to an aggressive Above-ground Storage Tank outreach effort by the

Poliution Control Agency (PCA), the largest and highest risk category will soon
be completely permitted. Based on this successful effort, resources can now be
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BUDGET ACTIVITY SUMMARY (Continued)

Budget Activity: REGULATORY COMPLIANCE
Program: LAND
Agency: POLLUTION CONTROL AGENCY

directed to the smaller, mid-level risk categories and the higher environmental
priorities described in the Budget Issues section.

The goal of the underground storage tank program is to assure proper operation
and maintenance so leaks are detected and corrected. Prevention is far more
cost effective and requires fewer resources than cleanup.

Compliance rates for underground petroleum
storage tanks

B% compliance
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To ensure the proper management of waste, the PCA conducts environmental
audits, monitors permit compliance, inspects, and takes enforcement actions to
prevent or address contamination. In addition, the PCA assists waste
management facilities in performing the following to ensure regulatory
compliance and reduce risk to a reasonablé level:

®  monitoring water quality at and around facilities and taking corrective actions
where contamination is detected above acceptable levels;

® increasing the level of compliance with release detection requirements for
petroleum storage tanks;

® reducing leachate contamination from solid waste disposal facilities to
surface and ground water with the installation of covers and liners;

®  implementing technical upgrades, such as active gas systems and ground
water treatment systems, to bring solid waste facilities into compliance with
engineering requirements and ground water performance standards; and

® installing active gas treatment systems at the closed portions of operating
solid waste facilities and at closed landfill facilities under state control to
reduce gas migration to adjacent land, water, and air.
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FINANCING INFORMATION:

FY 2000-01 Program Funding Source

Environ
mental
25%

Solid Waste
52% '

Petro
22%

General
1%

®  FY 2000-01, program expenditures by cat