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DATE: June 23, 2004 
  

TO: San Diego County Air Pollution Control Board 
  

SUBJECT: REVISIONS TO RULE 40 – PERMIT AND OTHER FEES  (District: All) 
  

SUMMARY:  
  
 Overview 
 State law authorizes air pollution control districts to adopt a schedule of fees to 

recover permitted stationary source program costs not otherwise funded.  Rule 40 
(Permit and Other Fees) contains the San Diego County Air Pollution Control 
District’s (District) schedule of stationary source permit fees.  The proposed 
amendments to Rule 40 were developed in accordance with Board direction of June 
17, 1998 (APCB #3), that adopted recommendations of the Fee Review Group made 
up of large and small local business representatives.  These amendments will result in 
a fee revenue increase of approximately 8.8% ($607,000). 
 
The last amendments to Rule 40 were approved by the Board on August 13, 2003 
(APCB #1), resulting in a fee revenue increase of 5.4%.  This followed a one-time 
10% fee discount for fiscal year 2001-02 and no fee increase for fiscal year 2002-03.  
Since then District operating costs have increased significantly due to increased 
salaries and benefits, additional contributions to the employee retirement system, 
increased services and supplies costs, and rising building lease costs.  State subvention 
funds were also reduced by one-third.  For fiscal year 2004-05, County general 
purpose revenues to the District are being eliminated as a direct result of the state’s 
budget crisis.  In recent years, the Air Pollution Control District has absorbed cost 
increases by implementing cost containment measures, process streamlining, and use 
of reserves resulting from a partial freeze in filling vacancies.  The District is 
proposing to again reduce staff positions, reduce other operating expenses, and use 
salary savings to help offset cost increases and revenue decreases to mitigate the 
magnitude of fee increases.  As a result, this proposal does not reflect full cost 
recovery of stationary source program costs from permit fees.   
 
The approved Fee Review Group methodology was used for determining the average 
actual labor hours expended and for calculating hourly labor rates.  Approximately 
31% of permit renewal fees are being reduced, 64% are being increased, and 5% are 
either remaining the same or being deleted.  Approximately 98% of permit application 
fees are being increased, between 1% and 16%.  The stationary source emission fee 
rate is being increased from $92 to $101 per ton.   
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Source testing, asbestos plan, and equipment replacement fees are being updated, 
provisions for indemnification of the District related to permitting activities are being 
added, and other rule provisions are being clarified.  Provisions are being added to 
allow businesses to elect to pay a 25% higher permit application fee for expedited 
permit issuance. 

  
 Recommendation(s) 
 AIR POLLUTION CONTROL OFFICER 

Waive Board Policy B-29; Fees, Grants, Revenue Contracts-Department 
Responsibility for Cost Recovery and make appropriate findings, as required by 
Section 40727 of the Health and Safety Code, and adopt the Resolution entitled 
Amending Rule 40 of Regulation III of the Rules and Regulations of the San Diego 
County Air Pollution Control District, to be effective July 1, 2004.  This would amend 
Rule 40, revising permit application, renewal, and emission fees. 

  
 Fiscal Impact 
 This request is included in the fiscal year 2004-06 District Operational Plan.  If 

approved, this request will result in an increase of approximately $607,000 in fiscal 
year 2004-05 revenues, consistent with the Operational Plan.  It will not require 
additional staff years. 

  
 Business Impact Statement 
 Under this recommendation, overall permit-related fee revenues will increase by 

approximately $607,000 (8.8%).  Fees charged to most District business customers 
will increase; fees for some customers will decrease.  The proposed amendments to 
Rule 40 were discussed with District business customers at a public workshop held on 
May 6, 2004. 

  
 Advisory Board Statement 
 The Air Pollution Control District Advisory Committee recommended approval of the 

proposed Rule 40 revisions at its May 12, 2004 meeting, but asked that the District 
report back in the next year on how the expedited permit process is working and 
recommended any appropriate adjustment to the fee multiplier to ensure costs for 
expedited application processing are accurately recovered.  After further review, the 
District lowered the recommended expedited processing fee multiplier from 150% to 
125% and will evaluate this process to ensure costs are adequately recovered.  

  
BACKGROUND: 
State law authorizes the air districts to adopt a schedule of fees to recover the full cost of 
programs related to permitted stationary sources not otherwise funded.  Permit-related programs 
account for 74% of total District costs, while permit-related business fees account for  44% of 
District revenue.  State and federal grants, salary savings, and asbestos program fees fund the 
remaining permit program costs.   
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The District operates a permit program to ensure local business and government facilities comply 
with federal, state, and local air pollution control laws.  The District reviews plans for new and 
expanding sources, conducts periodic compliance inspections, performs and witnesses emissions 
testing, and provides compliance information outreach to assist businesses in compliance efforts.  
Currently, there are 4,544 individual sources maintaining 12,537 permits.   
 
A methodology recommended by the Board-appointed Fee Review Group consisting of large and 
small businesses having District permits and adopted by the Board in 1998 is used to calculate 
fees for initial permit applications and annual permit renewals.  The methodology applies a 
uniform hourly rate for each job classification (e.g., engineer, inspector, chemist).  This hourly 
rate is intended to recover directly billable labor costs as well as permit-related costs not directly 
billable such as supervision, training, records maintenance, accounting, labor tracking, permit 
streamlining efforts, and fee development. 
 
Health and Safety Code Section 41512.7(d) specifically authorizes the District to increase fees to 
recover actual costs of permits for stationary sources, provided the aggregate increase is not more 
than 15% in a fiscal year and provided the fees are based on a labor tracking and fee calculation 
methodology that meets specified criteria.  The amendments to Rule 40 will increase aggregate 
permit fee revenues by 8.8% and are based on a fee methodology consistent with the 
requirements of state law. 
 
District fees were revised on August 13, 2003 (APCB #1).  At that time, the Board approved a 
fee revenue increase of approximately 5.4% ($365,000).  That increase was used to partially 
offset permit program salary and benefit increases and the preceding year’s one-third reduction in 
state subvention funds, changes that totaled $1.8 million.  The District offset the majority of 
these increases (and lost revenues) by permanently deleting staff positions, holding certain 
positions vacant, reducing services and supplies expenditures, and deferring monies planned for 
relocating District offices.  The District also used salary savings accrued by keeping vacated 
positions unfilled to help offset higher fee increases.   
 
For FY 2004-05, salary and benefit costs are increasing $.9 million (6.5%), despite a reduction of 
two staff positions, primarily due to negotiated labor contract salaries and benefit costs 
(including additional Countywide contributions to the retirement system).  The District is 
reducing services and supplies costs by $510,900 (11%), including decreases in Information 
Technology costs of $235,900 (18%) accomplished through cost-saving process improvements 
and deferment of system changes.  Charges for other County services are increasing $9,300 
(38%).  The amendments to Rule 40 will increase permit revenues by approximately $607,000 
(8.8%) to partially recover increased permit-related costs.  An estimated $1.4 million in District 
reserves (fund balance) generated from salary and other savings will be used to offset the 
remaining cost increases to again mitigate the need for higher fee increases.  The additional fee 
revenues resulting from amended Rule 40 do not fully recover the cost of operating permit-
related programs. 
 
Permit Renewal Fees 
Permit renewal fees are calculated to recover costs related to permit inspections and permit 
system maintenance.  Fixed permit renewal fees are based on the average actual labor hours for 
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each specific type of equipment and the Rule 40, Fee Schedule 94 labor rates.  Average renewal 
hours for each fee schedule are typically based on data for the last five years. However, the 
current proposed amendments use four years of labor data to calculate most fees.  Labor hours in 
FY 00-01 were excluded as unrepresentative for most fee schedules due to an unusually high 
number of staff vacancies during that time.  Over 95% of permitted equipment is charged fixed 
renewal fees and the remaining 5% is charged time-and-materials (T+M) based fees.  Under the 
amendments to Rule 40, 61 (32%) of the fixed fee schedules will decrease an average of $104 
while 117 (62%) will increase an average of $110 due to changing inspection priorities, new 
federal, state and District emission standards and increased compliance issues.  For example, the 
permit renewal fee for dry chemical mixer operations [Schedule 24(c)] is being decreased $51 
(26%) due to lower inspection needs, while the renewal fee for diesel fueled engines [Schedule 
34(d)] is being increased $42 (18%) due to increased compliance issues associated with new state 
toxic air contaminant requirements (in addition to increased labor rates). 
 
Increased labor hours are incurred for a small percentage of facilities that require greater 
assistance and oversight to bring them into compliance.  Rule 40 authorizes separate fee 
schedules for facilities with higher associated costs that would otherwise cause the renewal fees 
for other facilities in the same equipment category to increase by more than 10%.  Five new fee 
schedules are being established for such facilities whose costs significantly exceeded the 10% 
threshold. 
 
Application Fees  
Application fees recover costs related to evaluating applications for Authority to Construct and 
Permit to Operate equipment subject to District regulations.  Fixed application fees are 
established for equipment requiring relatively consistent number of labor hours and are based on 
the average hours to evaluate an initial permit application or modification for each type of 
equipment.  Time and Materials (T+M) fees are used for equipment or processes where labor 
hours vary significantly from one application to another or when there is a lack of historic data 
for estimating the hours to complete an application evaluation. 
 
There are 195 permit (and registration) application fee schedules with 66 (34%) currently having 
fixed fees.  Initial permit application fees also include the first year permit renewal fees.  For FY 
2004-05, 2 fixed fee schedules are decreasing from 1 to 10%, 62 are increasing from 1 to 14%, 
and 2 schedules are remaining the same.  Four obsolete T+M fee schedules are being deleted and 
five new T+M fee schedules added. 
 
At the suggestion of business customers, provisions are being added to Rule 40 to allow 
customers to elect to pay a higher fee for expedited processing of permit applications and 
emissions source testing.  If an applicant requests expedited processing of a permit application 
(or source testing), and expedited processing can be accomplished through voluntary overtime of 
qualified staff, the applicant will be charged 1.25 times the normal fee.  The District will develop 
procedures for implementing this option in collaboration with customers, and will periodically 
evaluate its effectiveness and any impacts on routine permit application and source testing 
activities. 
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In addition, the amendments will add provisions requiring permit applicants to indemnify the 
District from any claim or liability resulting from the processing or approval of a permit 
application.  Where significant risk to the District is identified in connection with the processing 
of a permit application, the amendments would authorize the Air Pollution Control Officer to 
require, on a case-by-case basis, a defense and indemnification agreement and security from an 
applicant.  These provisions are consistent with County of San Diego requirements for other 
project approval programs.    
 
The amendments also combine two categories of reduced permit application fees applicable to 
replacements of permitted equipment into a single fee category, clarify the fees for Title V permit 
program activities, and allow the District to recover costs when requested or required to provide 
consultations, legal testimony, testing, inspections, engineering or other technical services 
significantly beyond that normally provided to customers.   
 
Emissions Fees 
Emission fees recover the costs associated with small business assistance, stationary source-
related rule development, emissions inventory programs, certain Hearing Board-related activities 
and citizen complaint investigations. Emissions fees are assessed based on emissions from 
permitted sites.  The emissions fee rate will increase from $92 to $101 per ton of emissions per 
year.  The emissions fee rate had been held at $82 per ton of emissions for five years (with a one-
year 10% discount in FY 2001-02) until FY 2003-04, when the emissions fee rate was increased 
to $92 per ton.  The current proposed increase from $92 to $101 per ton means a $9 per year 
emissions fee increase for the majority of businesses that pay an emissions fee based on an 
average one ton per year emissions.   
 
Emissions Source Testing Fees 
The emissions source testing and test witnessing fee schedules recover costs associated with 
testing or test witnessing of equipment to determine compliance. There are 20 fee schedules for 
various types of emissions source testing performed by the District, and five schedules for 
witnessing tests conducted by contractors.  Eight of these schedules are fixed fees, the remainder 
T+M based.  Seven of these fixed fee schedules are increasing from 10 to 29 percent; one fixed 
fee schedule is decreasing 11 percent. 
 
Asbestos Demolition or Renovation Operation Plan Fees 
Fees to cover District costs for reviewing asbestos demolition or renovation operation plans, and 
for conducting related inspections to ensure compliance with federal and District asbestos control 
requirements are being increased 3.4 percent.  Revenues from this program are fully recovering 
program costs. 
 
Labor Rates 
Labor rates in Fee Schedule 94 (used for T+M fees) are being increased 9.5% to partially recover 
labor cost increases.  While this does not reflect full cost recovery, it provides sufficient permit 
fee revenue increases to meet the District’s Operational Plan.  Pursuant to the Fee Review 
Group's fee development methodology, department-wide costs including materials and supplies 
not billable to a specific project are also included in these hourly labor rates. 
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Linkage to the County of San Diego Strategic Plan 
The recommended changes to Rule 40 will provide increased permit-related revenues to partially 
offset District permit program costs.  This program helps ensure compliance with federal, state, 
and local air pollution control laws, helps to protect children’s health, helps provide a safe and 
livable community, and improves the environment (air quality) for the residents of San Diego 
County. 
 
 
 

 

 

 

 
ATTACHMENTS 

A. Fee Schedules 
B. Resolution Amending Rule 40 of the District’s Rules and Regulations 
C. Change Copy of Rule 40 
D. Workshop Report 
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AGENDA ITEM INFORMATION SHEET 
 
CONCURRENCE(S) 
 

COUNTY COUNSEL REVIEW [X] Yes 
 Written disclosure per County Charter 
 Section 1000.1 required [  ] Yes [X] No 

 
GROUP/AGENCY FINANCE DIRECTOR [X] Yes [] N/A 

 
CHIEF FINANCIAL OFFICER [X] Yes [] N/A 
 Requires Four Votes [  ] Yes [X] No 

 
GROUP/AGENCY INFORMATION 
 TECHNOLOGY DIRECTOR [  ] Yes [X] N/A 

 
CHIEF TECHNOLOGY OFFICER [  ] Yes [X] N/A 

 
DEPARTMENT OF HUMAN RESOURCES [  ] Yes [X] N/A 

 
Other Concurrence(s): N/A 

 
ORIGINATING DEPARTMENT: Air Pollution Control District, County of San Diego 
 
CONTACT PERSON(S): 
 
  Richard J. Smith 
Name 
  (858) 650-4500 
Phone 
  (858) 650-4657 
Fax 
  O176 
Mail Station 
  Richard.Smith@sdcounty.ca.gov 
E-mail 
 
 
 
 

AUTHORIZED REPRESENTATIVE:  
 Richard J. Smith, Air Pollution Control Officer 
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AGENDA ITEM INFORMATION SHEET 
(continued) 

 
 
PREVIOUS RELEVANT BOARD ACTIONS: 
August 13, 2003 (APCB #1), Revisions to Rule 40 – Permit and Other Fees; June 20, 2001 
(APCB #1), Revisions to Rule 40 – Permit and Other Fees; June 21, 2000 (APCB #1), Adopt 
Amendments To Rule 40 - Permit and Other Fees and Rule 42 – Hearing Board Fees; June 
17, 1998 (APCB #3), Adopt Amendments To Rule 40 - Permit and Other Fees. 
 
BOARD POLICIES APPLICABLE: 
Policy B-29; Fees, Grants, Revenue Contracts-Department Responsibility for Cost Recovery 
 
BOARD POLICY STATEMENTS: 
N/A 
 
CONTRACT AND/OR REQUISITION NUMBER(S): 
N/A 
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FISCAL IMPACT STATEMENT 
 
 

DEPARTMENT: Air Pollution Control District 
PROGRAM: Air Quality Control 
PROPOSAL: Revision to Rule 40 - Permit and Other Fees 
 

    FUTURE YEARS ESTIMATED 
BUDGET OF PROPOSAL 

IF ADOPTED 
 (a) 

 
Budgeted 
Amount 

For Proposal 

(b) 
Proposed 
Change 

in Budgeted 
Amount 

(c) 
Proposed 
Revised 

Current Year 
Budget (a+b) 

(d) 
 

1st 
Subsequent 

Year 

(e) 
 

2nd 
Subsequent 

Year 
 

Direct Cost $13,234,775 $0 $13,234,775 $13,234,775 $13,234,775 
 

Revenue/Other Offset $13,234,775 $0 $13,234,775 $13,234,775 $13,234,775 
 

NET GENERAL  
FUND COST 0 0 0 0 0 

 
Staff Years 99.0 0.00 99.0 99.0 99.0 

 
 

Sources of Revenue/Other Offset for Proposed Change and Subsequent Years: 
 $    
 $    
 
Space-Related Impacts:  Will this proposal result in any additional space requirements? [] Yes  [x] N/A 
 
 
Support/Other Departmental Impacts: [x] Yes  [] N/A 
The District is requesting approval to waive B-29 because the proposed fee amendments are not full cost 
recovery.  The District is offsetting FY 2004-05 fee revenue with fund balance and other miscellaneous 
revenues. 
 
Remarks: [x] Yes  [] N/A 
This request is included in the FY 04-05 District Operational Plan.  This request will generate revenues from 
fees, licenses, and permits of approximately $7,507,972.  Other sources of revenues are other miscellaneous 
revenues, EPA and state grants, and fund balance. 
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