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EXECUTIVE SUMMARY

INTRODUCTION

The federal Clean Air Act Amendments of 1990 (the CAAA) establish stringent air
quality requirements for both stationary and mobile air pollution sources, as well as serious
financial sanctions for states that fail to implement the Act's provisions. In Pennsylvania, the
state Dqpartment of Environmental Resources, Bureau of Air Quality Control (BAQC) will
have primary responsibility for implementation of the CAAA, as well as state air quality laws.
Implementation of the federally mandated activities will require substantial increases in the
size, scope, and cost of the State's air program activities.

The major provisions of the CAAA pertain to mobile pollution sources (Titles I and II)
and stationary sources (Titles I, m, IV and V). Newly required CAAA elements include:
issuance of stationary source permits containing all applicable regulations (Title V), continuous
emissions monitoring of acid rain sources, development and maintenance of sophisticated data
management systems, institution of employer trip reduction plans, development of extensive
public and small business information programs, and many others. The most significant of
these is the Title V stationary source permitting program, which incorporates many disparate
elements in a program to control larger stationary sources of air pollution.

The BAQC commissioned this study to first, identify the activities, staff and costs
required to implement Title V, other Titles of the CAAA, and other components of the State's
air quality management program, and, second, to identify required fees, particularly Title V
fees, and financing options to pay for the full program. The study examines the impact of the
CAAA and additional State requirements on the air quality program administered by the State,
as well as the two locally administered air quality programs in Allegheny and Philadelphia
Counties (discussed in a sq)arate chapter to this r^ort).

Because the CAAA r^resents a new direction in air quality management, there is some
uncertainty regarding the personnel and financial resources diat will be required to implement
it. The primary focus of this study is on the resource needs and funding for two realistic
program scenarios, r^resenting the upper and lower bounds of the range of probable
requirements for implementing the CAAA in Pennsylvania. The upper bound is a fully
implemented program (or Full program) that meets all requirements for Title V of the CAAA,
other portions of the Act and Pennsylvania's existing air quality management program. The
lower bound scenario (or Level program) is one in which the air program is limited to the
number of staff currently approved by the state legislature. The study also considers a
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Reduced Progiam scenario, in which, due to worst case financial limitations, the State is able
to undertake only those activities that are explicitly mandated by the CAAA. This
consideration is much more brief due the unlikelihood of such a scenario developing.

IMPACT OF NEW CAAA REQUIREMENTS

The CAAA will cause significant growth and change in the State of Pennsylvania's air
quality management program. Based on current projections, the resources needed by the
BAQC and support agencies to manage the air program will increase from a January, 1992
staff level of approximately 168 fiill time equivalents (PTEs) to nearly 500 FTEs in 2005. The
DER will need to hire an average of 41 new full time employees per year to keep pace with
program growth and to replace departing staff. In the Full program, total program costs will
increase from $15 million to $47 million between 1992 and 2005. The Level Program costs
will reach a maximum of $37 million in 2005. The differences in resource levels and costs

between the two program scenarios occur ia non-Title V program activities, which, because of
the hiring limitation, are lower in the Level Program than in the Full program. The hiring
limitation forces the BAQC to divert resources from non-Title V to Title V activities as the
work demands of the federal stationary source program grow.

CAAA Requirements — Title V

Title V requires states to implement a comprehensive stationary source permitting
program and establish permit fees to recover all of the costs of this program. Total revenues
collected through fee assessment must cover the direct and indirect costs of the permit
program. The CAAA establishes a presumptive minimum fee that is equivalent to $25 (in
1989 dollars) per ton of emissions per year, aggregated across aU regulated sources.

In the future, Pennsylvania's Title V operating permit program will consume a majority
of air program resources, accounting for approximately 66 percent to 69 percent of total
expenditures in the Full Program and 68 percent to 76 percent in the Level program.
Pennsylvania has over 800 major and 500 minor (smaller) source facilities subject to Title V
permit requirements. Title V program costs are projected to increase from approximately $21
million in 1995 to $27 million in 2000, and to $31 million by 2005. The Title V program
resources and costs do not differ between the Level and Full Program scenarios.

To fund the Title V permit program, the State must assess annual Title V fees on actual
emissions from major sources (as defined in the CAAA). Title V fees must be based on
permit-related program costs. In Pennsylvania, based on the workload and cost projections
developed in this study, the required Title V fee, in nominal dollars, is projected to be $37 per
ton in 1995. In 2000 and 2005, the nominal fee is projected to be $44 and $51 per ton
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respectively. Fees charged to facilities will be limited to the first 4,000 tons emitted per year
of each regulated pollutant. Deflated to 1989 (real) dollars to be compamble to the $25 per
ton presumptive minimum, the projected required fee equals $30 per ton in 1995, $28 per ton
in 2000 and $27 per ton in 2005.

For planning puiposes, costs and fees are escalated over time to account for changes in
costs of living and inflation. Over time, the Title V permit fee is projected to decline in real
1989 dollars, principally because the consumer piice index, by which the effects of inflation
are removed, is projected to increase at a faster mte than the State's cost of living adjustment
(COLA), upon which this study's personnel cost escalations are based. As the Tide V
program is further developed and costs are determined based on implementation experience,
projections of the future required Title V fee levels will be refined.

Each Title V major source also will be assessed an application processing fee and each
Title V minor source will be charged both an application processing fee and annual permit
administration fees. This study assumes for planning puiposes that the processing and
administrative charges will be adjusted for inflation twice over the planning period, once in the
year 2000 and again in 2005. Combined, the emissions and processing fees will provide the
$21 million to $31 million needed annually to fund the Title V permit program.

Other CAAA Requirements

The CAAA mandates that states implement a number of other new provisions, in
addition to the requirements of Title V. Examples of other CAAA requirements are
implementation of an acid rain program and related continuous emissions monitoring network,
enhancement of the State's new source review program, and, perhaps most resource intensive,
implementation of a number of mobile source activities.

Under the Full Program, the cost of implementing CAAA requirements not associated
with the Title V program - and thus not eligible for Title V fee funding ~ amounts to
approximately $4 million in 1995 and increases to a projected $6 million by 2005. In the
Level Program, implementation of the non-Title V CAAA elements wiQ cost approximately $4
million in 2005. Funding for these activities will come from new source review fees and acid
nun fees, as well as more traditional funding sources, such as federal grant funding, state
general revenues, and proceeds from fines and penalties. Federal grant contributions,
however, are uncertain over the planning horizon. If this funding source diminishes or
disappears, the BAQC will need to either receive more money from state general revenues,
gain authorization to collect revenues from new sources, such as mobile source and other
program fees, or cut program elements that do not cause federal financial sanctions to be
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imposed. This analysis assumes that, where necessary and feasible, other program activities
are eliminated in order to give priority to Title V requirements.

STATE-MANDATED ACTIVITIES

Over the planning period, 1995 to 2005, the State program is expected to increase
moderately. Activities included in this category are permitting of state regulated sources that
are not otherwise subject to federal permitting requirements, continuation of the asbestos
control and complaint and emergency response programs, and implementation of new activities
such as indoor air regulation and development of assistance programs for smaller state-
regulated sources. In 2005, the projected cost of implementing State program elements
amounts to $8.9 million in the Full Program and $5.5 million in the Level Program. Potential
funding sources for state-mandated activities include state source operating permit fees, which
may generate $620,000 to $775,000 in revenue annually; fines and penalties ($2.5 million to
$4 million annually). Phase I acid rain fees (approximately $800,000 per year through 1999),
and the state genei^ fund, which contributes $5.5 million per year to Ae State air quality
program.

PROGRAM ACnvniES AND FINANCIAL PLAN UNDER THREE SCENARIOS

Workload projections are based on a detailed analysis of the activities required to
implement the Tide V, non-Titie V and State air program requirements. Workload (hours
required to accomplish a task) estimates are based on interviews with BAQC staff, historical
agency records and experience and estimates from other states. Program costs are based on
historical budgetary evidence and experience regarding required personnel skill levels, capital
costs, support staff, leave, training and overhead. The Full Program represents the highest
level of staffing and cost, the Level Program, somewhat less but still realistic, and the
Reduced Program, the lowest. The Reduced Program is an unlikely scenario of losses of
nearly all sources of funding but Title V fees (Figure ES-l).
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Figure ES-1

Alternative Scenarios: Staffing Levels

1895 1686 2000 2001 2005

Full Prosratn Uvd Prosram Ridtttsd Progrtm

Costs are closely correlated to workload, as approximately 90 percent of the BAQC's
costs are directly personnel related. The functional activity categories and their costs for the
Full Program are presented in Table ES-1. This table is a basis to which the Level and
Reduced Program scenarios can be compared. For example, in the Level Program, the total
program costs are $7 million less and $11 million less, in the years 2000 and 2005,
respectively. Correq)onding to this cost reduction are losses of 78 and 155 FTEs in these two
years. In the Reduced Program scenario, the staffing reductions in these two years are 112
and 160 FTEs, respectively (Table ES-2).

m
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Table ES-1 Full Program ~ Total Program Functional Costs

Program Cost 1995 2000 2005

Program Development $1,803,485 $1,415,823 $1,641,326

Monitoring $5,203,790 $5,788,276 $6,710,198

Title V Fee Develop & Admin $38,075 $44,139 $51,169

Permitting $5,258,018 $8,259,607 $9,356,919

Compliance and Enforcement $4,147,662 $6,445,429 $7,648,265

Miscellaneous $3,666,624 $4,504,138 $5,808,166

Program Administration $4,709,041 $5,889,646 $7,015,221

New Hire Training $783,017 $907,732 $1,052,310

Support Agency $1,814,629 $2,590,752 $3,003,392

Total Non-Capital $27,424,341 $35,845,541 $42,286,966

Capital Expenditures $3,863,000 $4,219,984 $4,658,502

Total Program Cost $31,287,341 $40,065,525 $46,945,468
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Table ES-2 AHtemative Scenario Staff Levels (FTEs)

m 2000 2005

Activities Affected by Staff Reductions Full Level Reduced Full Level Reduced

Program Program Program Program Program Program

Indoor Air 3 0 0 3 0 0

rWMk
Public Information & Outreach 5 4 1 5 4 0

Complaints/Emergency Response 29 15 0 37 13 8

Mobile Program 29 15 9 29 12 9

Asbestos Program 4 1 0 4 1 0

State Source Activities 22 7 3 24 7 5

State Source Permitting 21 13 0 24 11 2

Non-Title V Program Development 4 4 0 4 4 0

Non Title V Fuel & Process Sampling 2 2 0 2 2 0

Toxics Monitoring 8 6 0 8 1 0
tm Emissions Trading Oversight 1 0 0 1 0 0

Management 19 15 11 19 16 9

Clerical Support 51 39 34 53 37 35

Support Agency PTEs 41 40 26 46 38 31

Total in Affected Activities 239 160 84 258 146 98

Total in Unaffected Activities 254 254 254 244 244 244
(*■1

Program Total 492 414 338 502 391 343
Net Change from High Level 78 155 112 160

The financial plan presented in this study builds on the principles of creating and
maintaining funding diversity, applying the user-pay principle to the greatest extent possible,
building equity considerations into choices among funding sources, and applying a cost basis to
the assessment of all user fees where possible. The key to successful implementation of this
financial plan is early recognition of potential funding shortfalls in any one funding category
and replacement or augmentation of that funding source with new funding mechanisms. In
order to achieve this, it is important for the State to build and maintain a diverse funding base
across the full air program and within as many individual program components as feasible.
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Based on the application of the funding principles established above and the indq)endent, but
related projections of revenues from traditional funding sources and new fees, the State should
plan for:

• maintenance or expansion of state general fund contributions to the air program;
•  growth in the importance of revenue from fines and penalties to the support of air

program activities; and
•  the likelihood of needing new, less conventional funding sources, such as mobile

source fees in the near future.

As the Pennsylvania air program implements the new CAAA requirements and
establishes a federal operating permit program with full cost recovery, the funding sources for
the program will change dramatically (Figure ES-2). Title V fees, which were non-existent in
1992, will comprise an estimated 65 percent of the program funding by the year 2000. At the
same time, the size of the total air program is ̂ wing. State general revenues and federal
grants, which currently make up more that 75 percent of program funding, will only contribute
22 percent by the year 2000; although, in absolute dollars, their contribution is expected to
remain relatively stable. Fines and penalties, which once made up 16 percent of program
finances, are only expected to contribute 8 percent in the year 2000, although revenues ftom
fines and penalties are projected to increase over the period, from $2.5 mdlion to over $4
million.

The dramatic change in the funding structure of the air program will bring with it
important financial management challenges in the near future. Fee-supported programs require
fee administration and collection staff, increased financial tracking and increase accountability.
Additionally, a more predominantly fee-supported program will mean less reliance on
traditional funding sources and somewhat more independence.
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1. INTRODUCTION

To implement the requirements of the federal Clean Air Act Amendments of 1990 (the
CAAA), the State of Peimsylvania must establish far-reaching new regulatory programs and
expand many of the State's existing programs. The Pennsylvania Department of
Environmental Resources, Bureau of Air Quality Control (BACjC) will have primary
re^onsibility for implementing the CAAA, as well as state air quality laws. Implementation
of the federally mandated activities will strengthen the State's current air program, and will
substantially increase the size, scope, and cost of the State's air program activities. In order to
fiilly meet the resource demands of all new requirements, the size of the staff of the BAQC
will have to more than double from 1992 to 1995, increasing from 168 employees to 346.
Based on workload and cost information that is currently available, this study estimates that,
from a base of $15 million prior to CAAA implementation (1992), the cost of Pennsylvania's
air program will have to grow to nearly $31.3 million by 1995. (Note: unless otherwise
noted, all currency figures are presented in nominal (inflated) dollars).

In July 1992, in anticipation of the changes induced by the CAAA, the Pennsylvania
state legislature amended the State's Air Pollution Control Act to establish an interim
stationary source emissions fee ~ due to expire in 1995 with the inception of CAAA Title V
stationary source permit fees ~ of $14 per ton of emissions from existing stationary sources.
This fee provides a funding source to support the BAQC's efforts to implement the CAAA
requirements, particularly those applying to stationary sources. The 1992 Air Pollution
Control Act amendments also directed the BAQC to develop permanent Title V fees that would
meet the requirements of federal law and avoid federal sanctions.

NEW CLEAN AIR ACT REQUIREMENTS

The substantial increases in staff and budget cited above reflect the cost of expanded
activities mandated by the CAAA. The Act's 11 titles cover a variety of air quality issues
ranging from bringing non attamment areas into compliance with new air quality standards to
addressing the problems of acid rain and stratospheric ozone depletion. The first five titles of
the CAAA contain the most significant new requirements. The following sections describe the
actions that the BAQC must take to adapt and enhance its current programmatic and regulatory
activities to implement these titles.
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Title I — Attainment and Maintenance of Air Quality Standards

Under Title I of the CAAA, the State must:

•  develop and implement State Implementation Plans (SIPs) to bring non-
attainment areas into compliance with national ambient air quality standards and
to protect the State's attainment areas from any further air degradation;

•  create a new information management system for tracking and reporting
stationary source emissions and ambient pollution levels;

•  modify the State's new source review (NSR) program to minimize emissions
and obtain offsetting emissions reductions;

•  participate in a multistate Ozone Transport Commission charged with reducing
the transport of ozone-causing pollutants across state boundaries; and

•  implement programs to control mobile source emissions in non attainment areas,
including development of enhanced inspection and maintenance programs,
controls on Stage n VOC emissions from gasoline dispensing facilities, and an
employer trip reduction program.

Title n — Motor Vehicles and Fuels

Title n of the CAAA contains additional provisions for the control of mobile source
pollution. To implement this title, the BAQC will:

•  implement oxygenated fiiel programs where required by the CAAA; and

•  coordinate with the Pennsylvania Department of Transportation (PennDOT) in
promulgating new tailpipe emissions standards, developing a low-emission
vehicle program where needed, as developing other mobUe source emissions
control programs as necessary.

Title in ~ Toxic Air Pollution

Title m changes the national approach to regulating the emissions of toxic substances.
EPA wiQ develop and promulgate control requirements for each industrial category that emits
any of the 189 substances identified in the CAAA. States must implement and enforce these
controls through the state operating permit program. For example, the BAQC must:
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•  compile an inventoiy of air toxics emissions;

•  issue operating permits to major sources of hazardous air pollutants (HAPs);

•  monitor sources' compliance with EPA standards, where appropriate; and

•  apply EPA-promulgated Maximum Available Control Technology (MACT)
standards and make MACT determinations in those cases where EPA has not

yet established standards.

Title IV — Acid Rain Deposition

Title IV requires the BAQC to implement a comprehensive acid rain program, in which
the State must:

•  issue operating permits that include acid rain provisions to major utility sources;

•  implement continuous emissions monitoring (CEM) and NOx reasonably
available control technology (RACT) standards at these facilities; and

•  implement NOx trading or other NOx reduction programs.

Title V — Operating Permit Program

Title V of the CAAA introduces a new comprehensive permitting regime and
simultaneously overhauls the iinancing of state and local air programs. In implementing the
Title V requirements, the BAQC must, for example:

•  adapt and expand the State's current operating permit program for stationary
sources;

•  promulgate an operating permit mle to cover new technical permitting and Title
V fee requirements;

•  improve monitoring of emissions from stationary sources; and

•  implement a small business technical and compliance assistance program.

The timing of the deadlines for these activities requires the State of Pennsylvania to
build its air program in several areas simultaneously. Moreover, many of the federally
mandated activities listed above carry severe sanctions for non-compliance. Possible sanctions
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include the loss of federal highway funds ($600 million per year) and potential administration
of the CAAA by the federal government.

STATE-MANDATED ACTIVITIES

In addition to the activities mandated by the CAAA, Pennsylvania law requires the air
program to continue a number of activities important to the State's environmental goals.
Examples of such state-mandated activities include:

•  permitting and regulation of stationary sources with emissions below Title V
thresholds;

•  responsiveness to citizen complaints about air pollution and emergency
response; and

•  plan approval for construction and modification of state-regulated sources that
federal new source review requirements do not address.

Historically, these program activities have required significant time and resource
commitments by the BAQC and other divisions of the Department of Environmental
Resources. Because costs are not recoverable through Title V fees, a continued commitment
of state financial resources is essential to maintain these programs and to improve services
provided to industry and the general public.

STUDY PURPOSE

Because the CAAA — and Title V, in particular — requires comprehensive change in
Pennsylvania's air management program, the Bureau has taken this opportunity to review air
program activities, assess anticipated program needs, and develop a financial plan for the
period 1995 to 2005, which coincides with the incq)tion of the Title V operating permit
program.

Apogee Research is assisting the State in accomplishing these objectives by:

•  developing cost estimates for the new federal operating permit program and
assessing the required Title V fee structure; and

•  developing cost estimates for the non-Title V portion of the State's air program
and evaluating alternative funding options to meet these funding requirements.
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This analysis will: (1) help the Pennsylvania air program meet federal requirements for
full recovery of the Title V program costs; (2) provide support for establishing permit fee
levels; and (3) demonstrate where permit fees and other revenues will be insufticient to cover
program costs.

STUDY APPROACH AND OVERVIEW

Analytical Framework and Financial Model Development

To perform the necessary analysis, Apogee Research constructed a ̂ readsheet-based
model that integrates information about emissions, facilities, personnel, workload, cost, and
funding sources to allow users to determine Title V fees and prq)are supplemental &iancial
plans to meet any contingency. The model measures the stafBng requirements of all program
activities, develops cost estimates, calculates required Title V permit fees, and compares the
estimated costs of the program with revenues from permit fees and other potential funding
sources.

The model follows an analytical framework developed by Apogee that incorporates the
following six related analytical components (see Figure 1.1):

(1) Deflnition of program parameters. The model identiiies the parameters that
determine Pennsylvania's overall staffing needs and cost for a state air program
to meet the requirements of the CAAA. These parameters include: numbers of
facilities; quantities and types of emissions; and persoimel information. The
model's parameters are fixed quantities that reflect existing conditions, rather
than variables that may be altered to consider alternative assumptions.

(2) Identification of workload and cost variables. The model also specifies a
number of variables that may be adjusted to account for different assumptions.
The variables interact with the parameters (above) to develop alternative
projections of future costs and staffing needs. The variables include: rates of
growth (or decline) for sources and emissions; cost of living adjustments
(COLAs) for air program staff; rates of increase for consumer prices (CPI
index); hours of effort needed for each required task; and personnel attrition
rates.

(3) Workload estimation. The model identifies all planned program activities and
determines the associated staff needs based on the parameters and variables
identified above;
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(4) Cost determination. The model calculates personnel, capital, and other costs
associated with the air program's workload. The model determines cost levels
based upon workload requirements, personnel categories needed to perform
each activity, and other model parameters.

(5) Revenue projections. The model allows the user to assess revenue levels by
funding source over time, based on financial variables, emissions and source
counts.

(6) Comparison of costs to revenues. Finally, the model combines all cost and
revenue information under various assumptions to identify revenue needs,
appropriate fees, and the program elements that would be affected by changes in
funding sources or levels.

Entry
Figure 1.1 Financial Model Components
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The combination of the workload/cost and revenue projections will allow the air
program to plan for expanded demands on its resources, allocate available resources
efficiently, predict revenue shortfalls, and carry out both federal and state mandates to the
extent possible.

Report Overview

The workload, cost and revenue analyses were conducted for two scenarios, here called
the Full Program and the Level Program. These scenarios represent best estimates of the high
and low probability bounds of resource needs and costs for the air program through 2005. In
the remainder of Ms report, the high bound scenario is the Full Program and the low bound
scenario is the level program. In the Full program, all programmatic needs are met — based
on fiill implementation of aU Titles of the Clean Air Act, as well as state mandates. In the
Level program, a constant level of service is maintained. That is, the maximum staffing level
is limited to approximately 416 FTEs, based on the number of positions currently existing or
already approved by the Pennsylvania State Legislature. In Chapter 6, a third, reduced effort,
scenario is considered in comparison to the full and level programs. This scenario rq>resents
the minimum program that would not incur federal sanctions. The Reduced Program scenario
is not considered in the same detail (i.e., throughout Chapters 3, 4 and 5) as the other two,
because the probability of this outcome occurring is considered small. The reduced level of
service would only occur if all sources of funding other than Title V fees were nearly
eliminated, which would make it impossible to address mobile, asbestos, small facilities and
other air pollution sources not addressed by Title V.

The remainder of this r^ort presents the results of the resource needs and financing analyses
in the following sequence:

•  Chapter 2 outlines the key Title V fee funding requirements and prohibitions.

•  Chapter 3 discusses the implementation activities and associated workload
required from 1995 through 2005, and provides cost estimates for the State's
entire air program over this period.

•  Chapter 4 discusses the allocation of program costs between the Title V and
non-Title V portions of the air program and considers the resulting funding
needs by cost category.

•  Chapter 5 addresses alternative funding options, including the structure of the
required Title V fee and other fees, state general revenues, and federal grants.
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•  Finally, Chapter 6 incoiporates the workload and fbaancial analyses, and
provides a summary comparison of program activities and financing under the
three program scenarios.

•  Following Chapter 6 are report appendices that include:

Appendix A: A printout of model components and results including input variables,
parameters, workload analysis, costs and funding sources;

Appendix B: A technical memorandum describing CAAA implementation programs in
other states;

Appendix C: A summary of pollution sources by emissions categoiy;

Appendix D: A summary of the process used to allocate Title V and Non-Title V costs
for all activities;

Appendix E: A technical memorandum that discusses Title V fee design options; and

Appendix F: A glossary of programmatic activity descriptions.
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2. TmJE V FEE FUNDING REQUnUEMENTS AND PROHIBITIONS

Congress intended the operating permit program to serve as an umbrella vehicle for
enforcing and implementing a wide range of regulatory mandates on stationary air emissions
sources. Title V of the CAAA and its implementing regulations (40 CFR Part 70) outline the
minimum elements necessary to establish an EPA-approvable operating permit program. The
key elements are described below.

(1) The operating permit program must cover all major sources.

The CAAA identifies the major sources that must obtain operating permits. While
Pennsylvania has already permitted many of the affected facilities under the State's
existing permit program, the federal operating permit requirements are far more
comprehensive and, in most cases, more stringent than the State's current regulations.

(2) All costs of the operating permit program must be recovered through permit fees.

The Act mandates "fiill cost recovery", meaning that the permit fees must be sufficient
to recover all costs of the operating permit program. In order to achieve the cost
recovery mandated by the Act, Pennsylvania must identify the direct and indirect costs
of operating permit program activities, and distinguish them from other program costs.

(3) States must demonstrate fee sufficiencv.

The CAAA establishes a presumptive minimum fee of $25 per ton per pollutant in 1989
dollars (approximately $29 in 1993 dollars). Any fee program that collects aggregate
revenues from Part 70 sources that are equivalent to a fee that is less than the
presumptive minimum will be subject to close EPA scrutiny. Pennsylvania must either
demonstrate that its permit fees will generate revenues equivalent to $25 per ton of
emissions, or prepare a detailed cost analysis showing that the program will be able to
raise sufficient fiinds to meet costs. Apart from this requirement, the State has
considerable discretion in structuring its Tide V fees (discussed further in Chapter 5).

(4) States must segregate Title V and non-Title V program costs based on sound accounting
principles.

EPA plans to require that each state provide periodic accounting (every 2-3 years) to
demonstrate that fee revenues adequately recover the direct and indirect costs of the
permit program. Therefore, Pennsylvania must develop and implement the
administrative and accounting mechanisms to segregate program costs. The State may
use the analytical model developed for this analysis to plan the air program's Title V
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and non-Title V worldoads and to estimate relevant costs, and can use the BAQC's
budget system to track expenditures and demonstrate accountability.

(5) Changes in the fee levels and structure are inevitable.

EPA recognizes that changes in fee levels will be necessary. Future changes in the fee
structure will be a result of periodic audit results, revised source and emissions counts,
regulatory changes, the discovery of new sources, and changes in the activities required
as the program evolves.
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3. WORKLOAD PROJECTIONS

This chapter presents the analytical approach used to estimate the personnel workload
of Pennsylvania's implementation of the Title V permit program and other elements of the
State's air management program. It also reports the results of that workload analysis for the
years 1995 through 2005, for both the Level and Full Program scenarios.

The Full Program scenario always exhibits a level of effort or resource commitment
equal to or greater than the Level program. Workloads may differ between these scenarios in
several ways, including: a reduced number of activities (in the Level program), for example,
fewer inspections of state-only facilities; a reduced level of effort per activity, such as a lower
number of hours per inspection, implying a more cursory review; or, fewer resources devoted
to tasks not directly facility-related, such as three data management positions, instead of four.

For Title V required activities, the air program's level of resources and costs remain
the same for both the Full and Level programs. Resource levels differ between the high and
low bound programs only for CAAA non-Title V activities ~ such as mobile source programs,
and for state-only facilities. Overall, less is accomplished in the Level Program scenario. In
Chapter 4, the analysis uses these estimates to predict air program costs for both levels of
effort over the same time period.

ANALYTICAL APPROACH

Apogee developed a chronological process to estimate the workload requirements for
Peimsylvania's air program over the planning horizon. The analytical approach considers all
determinants of air program resource requirements including: 1) identification of program
activities required by Title V, other elements of the CAAA, and Pennsylvania law, 2)
determination of the sequence of interrelated activities; 3) development of an accurate
inventory of affected facilities or other air pollution sources; and 4) estimation of the workload
(in hours) associated with each required activity at each source, based on similar experience in
Peimsylvania and other states.

The analysis estimated and measured staff resource requirements in hours, or portions
of Full Time Equivalents (FTE). An FTE is the equivalent of one employee working full-time
for one year. In Pennsylvania, an FTE is equal to 1,958 person-hours. However, the analysis
calculated resource requirements based on 1,500 task-related hours per year, to allow for
training and paid leave. The number of FTEs identified indicates how large the BAQC
persoimel complement must be to meet the air program's workload in each year.
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CAAA REQUIREMENTS

Overview

As noted earlier, the Pennsylvania state legislature has delegated re^onsibility to
implement and administer Pennsylvania's CAAA program to the BAQC. Title V of the Act
di^ts states to implement and administer a comprehensive federal operating permit program
for stationary source facilities. This title dictates a schedule of permitting, inspections,
compliance monitoring, self-reporting, and state-administered testing for all facilities meeting
the criteria for the federal program. Title V also requires operators of these facilities to pay
fees sufficient to cover all reasonable direct and indirect costs of the permitting program. The
CAAA provides for penalties for states that do not meet all of the criteria or milestones
established by the Act, including fee assessment and collection. The CAAA also directs states
to undertake additional activities that are not eligible for funding through Title V fees.

Title V Permit Requirements

The Title V permit program will be the dominant component of Pennsylvania's air
pollution control program, comprising approximately 65 percent of program costs. Because
the Title V permit program is new, and the emissions thresholds required for inclusion of
stationary sources in the program is much lower than any standards in prior versions of the
Clean Air Act, the program will include a large number of small emission sources that have
been previously exempt from CAAA requirements (with inclusion of an even greater number
at the states' discretion).

The following sections describe the types of stationary sources that will require permits
(see Figure 3.1 for source screening decision process and Appendix C for source identification
documentation).
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Figure 3.1
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Title I Non-VOC Major Sources

The major non-VOC source category includes sources with the potential to emit 100
tons or more per year of any criteria pollutant (50 tons per year in serious ozone non
attainment areas), with the excq)tion of Volatile Organic Compounds (VOCs). Operating
permits for major sources must include all applicable regulations for all pollutants emitted by
the source. The definition of "source" in this, as well as other Title V categories, may include
processes or process equipment that are subject to Section 112 of the Act, New Source
Performance Standards (NSPS), or National Emission Standards for Hazardous Air Pollutants
(NESHAPS). Permitting of major sources will be phased in over three years, with renewals
every five years. In all Title V permit categories, permits with three or more years remaining
before renewal must be reopened to incorporate newly promulgated federal laws or
regulations.

Title IVOC Major Sources

Major VOC sources include sources with the potential to emit 50 tons or more of
VOCs aimually (25 tons per year in severe ozone non attainment areas). Operating permits
must include all applicable regulations for all regulated pollutants emitted by VOC sources.
Permitting of major VOC sources wiU be phased in over three years, with renewals every five
years.

Title in Major Toxic Sources

Major toxics sources are sources that have the potential to emit 10 tons or more, per
year, of any federal regulated hazardous air pollutant (HAP), or 25 tons of any combination of
HAPs, as defined in Section 112 of the CAAA. If any source in this category also meets the
criteria of a Title I Major Source, it is considered a Title I major source and must conform to
the requirements for that category.

NSPS/NESHAPS Minor Sources

The minor source category includes any source that has process or process equipment
that is subject to NSPS or NESHAPS regulations and that does not emit sufficient quantities to
meet the threshold for a Title I or Title HI major source. Federal regulations allow states to
defer permitting minor sources for at least five years. Pennsylvania, however, intends to defer
permitting these sources until the year 2000 and then to phase them in over three years, with
renewals every five years.
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Elective/Synthetic Minor Sources

Some facilities that have the capacity to emit pollutants in excess of the threshold
quantities for major sources may elect to modify operations in order to emit less (e.g., under
100 tons per year for Title I major sources). These sources can thereby avoid the need to
obtain a Title V major source permit; instead they become minor sources, subject to less
burdensome permit requirements. To obtain minor source status, facilities may install new
emissions controls or limit their hours of operation in order to reduce emissions. Any such
modifications must be verified and federally enforceable. Title V fees must finance the cost of
issuing synthetic minor permits and enforcing their provisions. This analysis assumes that
permitting of these sources will be phased in over three years, beginning in 1995.

Area Sources - (a^l General Permit

Some emission sources do not meet the threshold criteria for the other categories
described, but are subject to Title V requirements as a result of their industry or process group
being so designated by EPA. Examples include dry cleaners and printers. The permitting
requirements for this category will be considerably less stringent than for major or minor
NSPS/NESHAPS sources, and sources may be issued "General" permits, which are industry-
or process-, rather than facility-specific.

Area Sources - fb'^ Included in Title V at the State's Discretion

Other (small) stationary emissions sources may not be required to obtain Title V
permits, but may be included in the Title V program at the state's discretion. This may
streamline funding of activities related to these sources for states with existing permit
programs. While not essential, it is most likely these sources will also be issued general
permits, related to their industry or source type.

Title IV Arid Pain Phase I Sources

Large utility emission sources are subject to special regulations under acid rain
provisions (Title IV) of the CAAA, in addition to Title V operating permit requirements.
Phase I of the acid rain program, extending from 1995 to 2000, addresses the largest electric
utility pollution sources. Beginning in the year 2000, Phase U of the acid rain provision
includes these large sources and incorporates some smaller utility sources. While Phase I
sources are explicitly exempted from paying emission-based fees in support of the Title V
program, the State will be responsible for issuing Title V permits to these sources, and for
recovering the costs of these permit activities through Title V fees on other sources.
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CAAA Non-Title V Requirements and Timing

Mobile Source Activities

The mobile source program is comprised of a number of CAAA-mandated activities,
including:

•  Employer Trip Reduction (ETR) - a program requiring firms with over 100
employees in severe ozone non attainment areas to submit plans to increase the
average vehicle occupancy rate by 25 percent for commuting vehicles. The
State must contact affected businesses, and develop and administer a compliance
program;

•  Reformulated Gasoline/Oxygenated Fuels - a program requiring the
introduction of reformulated and more highly oxygenated gasolines to reduce
ozone and carbon monoxide emissions respectively in non-attainment areas.
The State must certify and monitor relevant sources;

•  Low Emissions Vehicles (LEV) - a program requiring a certain percentage of
new vehicles in the State to be low- or zero-emission vehicles powered
exclusively by clean fuels. Pennsylvania plans to develop and implement this
program;

•  Clean Fuel Fleet - a program where a certain percentage of new fleet vehicles
in severe non-attaimnent areas (a fleet equals 10 or more vehicles) are required
to meet California clean fuel vehicle standards by 1998. Thirty to seventy
percent of new vehicles must be powered by very clean gasoline or alternative
fuels (e.g., natural gas). The State plans to certify and monitor these fleets in
southeastern Pennsylvania, while local air quality management agencies are
planning the same within their jurisdictions;

•  Stage n Vapor Recovery - a program! requiring the installation and monitoring
of stage n vapor recovery devices at gasoline service stations, to reduce VOC
emissions. The State must certify and inspect all these sources;

•  Transportation Control Measures (TCM) - a program where the State
undertakes efforts to reduce per capita vehicle miles through the use of high
occupancy vehicle lanes, inducements for car-pooling and public transit use,
etc.: and
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*  Coordination with Pennsylvania Department of Transportation - The BAQC
must coordinate TCM measures, the State's vehicle inspection and maintenance
(I/M) program and other mobile source activities with the Department of
Transportation.

Asbestos Program Activities

The BAQC has a continuing program to certify asbestos removal contractors and
inspect asbestos removal operations.

New Source Review (NSRl Activities

Any source required by federal regulations to obtain a pieconstruction permit is subject
to the operating permit program. The regulations (40 CFR Part 70) require such sources to
submit an application for an operating permit no later than one year after operations commence
(states may establish a more stringent time frame). States are not required to integrate the cost
of the New Source Review (NSR) process into the operating permit program for funding
purposes. The BAQC intends to maintain a separate NSR fee to cover NSR-related costs. In
addition to the Title V NSR activities, new state regulated sources will be subject to a similar
process, which will also be sq)arate from the Title V fee program.

NON-CAAA ACTTVmES

As noted above, Pennsylvania (and other states) face additional, non-CAAA program
requirements, including the regulation of smaller stationary sources of pollution. Peimsylvania
has already established a state stationary source permit program, and will continue to regulate
sources identified above as "General - State Sources" under this program sq)arately from the
Title V program. As a result, costs associated with permitting, inspecting, monitoring and
enforcement at these facilities are not Title V fee recoverable and must be funded through
other revenue sources. Many facilities currently permitted by the State will be included in the
Title V program. However, the quantity threshold for inclusion in the State permit program is
even lower than that for Title V, thus a large number of smaller emissions sources will receive
state-only permits. As this is an on-going program, the workload will remain somewhat
constant, subject to continued historic growth in the number of facilities. State program
permits will be issued to existing sources in 1992 and renewed every 5 years.
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PROGRAM ACUVmES

Overview

The first stq) in the workload analysis was to compile a complete list of State air
program activities, covering all projected tasks from 1995 through 2005 (described in
Appendix F). The analysis used the following sources of information to develop this list of
program activities:

•  Title V of the CAAA, the Operating Permit Rule (40 CFR Part 70), and EPA's
Guidance for State Fee Program Development, which identifies program costs
that either must be covered in a state's Title V program or that may be included
at the state's discretion;

•  Other states' workload analyses for CAAA implementation, including both Title
V activities and non-Title V activities, and guidance provided by
STAPPA/ALAPCO and other indq)endent sources; and

•  Pennsylvania's program plans and budget information, as well as discussions
with BAQC staff regarding anticipated program activities.

The analysis identified and organized approximately 125 required program activities
into seven functional categories (see Appendix A for a complete list of air program activities).
The functional categories include:

•  Program Development - all activities associated with the development of
policy, regulations, standards, and SIPs applicable to the air program, including
guidance, consultation, and outreach programs that support regulatory
development, the establishment of data management systems, and Small
Business Assistance (SBA) program development;

•  Monitoring - all activities associated with stationary source testing, operation
and technical support of an ambient air quality monitoring network, as well as
toxics and enhanced ozone monitoring;

•  Title y Fee Development and Administration - all activities related to the
development, administration, and collection of Title V permit fees;

•  Permitting - aU activities related to application review and permit issuance for
Title V major, Title V minor, acid rain, synthetic minor, general permit, and
state-regulated sources. Also included in this component are New Source
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;

Reviews and pennit renewals, leopenings, and minor and administrative
modifications;

*  Permit Compliance and Enforcement - all activities associated with ensuring
that permitted sources comply with permit conditions. Such tasks include
compliance certification reviews, compliance monitoring inspections, and all
enforcement and violation resolution activities;

*  Program Administration - all general administrative and clerical activities that
directly support the BAQC's air management program. Also included in this
category are tasks associated with the administration of the Small Business
Assistance Program, as well as data management, EPA grant reporting, and
public information and outreach activities;

*  Miscellaneous - all current and planned activities not included in the above
components. These activities include staff workload and contracts for
emergency response and complaint investigations, inspections of hospital waste
incinerators, and the state asbestos, mobile source, and indoor air programs;
and

*  Support Agencies - an additional line item resource requirement. Support
agency tasks include legal, technical, budget, and personnel management not
under the direct jurisdiction of the BAQC.

RESOURCE MEASURES

The second stq) in estimating Pennsylvania's air program workload was to identify
units of measurement for each activity's worldoad. For some activities, resource measurement
is based on the number of regulated facilities, while for others overall staffing requirements
had to be determined.

Facility-Based Activities

For facility-based activities, the associated workload can be estimated in hours per
activity per facility, with the total workload for the activity determined by multiplying this
estimate by the number of facilities (e.g., 25 hours per facility inspection x 500 facilities = an
inspection workload of 12,500 hours or 8.3 FTEs). Resource estimates that were functions of
the number of sources include those for: Stationary Source Monitoring; Permitting; Annual
Compliance Certification Reviews; Compliance Monitoring Inspections; Enforcement Actions;
and Violation Handling and Resolution. The analysis identified staffing needs (hours or FTEs)
for each activity through extensive discussions with BAQC staff, comparison of workload
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estimates developed for other states, and examination of existing budget and program planning
documents (See Appendix B for summary of other states' workload estimates). Table 3.1
presents the number of facilities, point sources, and inq)ection trips by facility type currently
permitted/iegulated by the BAQC (See Appendix C for source count methodology and
documentation).

Table 3.1 Facilities, Point Sources, and Inspection Trips ;i993 Count)

Facilities Point Sources Inspection Trips

Title I Major
Non-VOCs

340 4,864 1,350

Title I Major
VOCs

180 1,194 230

Title in Major
Toxics

258 3,810 750

NSPS/NESHAPS

Minors

503 503 503

Elective / Synthetic
Minors

128 128 128

State Regulated
Minor (non-Title V)

2,943 2,943 2,943

Non Facility-Based Activities

One third of program activities are not directly related to facilities. For these, this
analysis based resource requirements on estimates of the total number of PTEs or hours needed
to accomplish each activity. For example, the Bureau has estimated that 4 PTEs ~ or 6,000
task hours ~ will be required each year for data and information management. Program
development, fee administration and collection, and ambient monitoring are additional
activities of this type.

Sequence of Activities and Effects on Workload

To determine annual resource requirements, the analysis considered the sequence and
timing of all activities required by the CAAA. For example, since initial issuance of non-NSR
Title V major operating permits are to be phased in over three years starting in 1995, the
analysis estimated that one third of the identified number of major facilities would be
permitted each year from 1995 through 1997, with limited permitting activity estimated for
1998 or 1999.
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It is important to note that the CAAA's deadlines, particularly those related to
permitting, will impose significant and highly variable demands on state air program
resources. In a populous and industrial state such as Pennsylvania, with approximately 900
major sources and at least 500 to 1,000 minor sources, issuing major permits over a three year
period, followed by issuance of minor permits ~ both of which overlap with inspection,
compliance review, enforcement and the permit renewal cycle — will tax staff, support and
financial resources considerably. Finding, hiring and training qualified new staff and
replacements for personnel attrition will be a monumental effort. Add to this the workload for
the rest of the CAAA, such as incorporating a plethora of new CAAA regulations, and the
magnitude of the required effort is daunting.

Figure 3.2 PA Air Full Program Hiring Requirementa (FTEa)

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Q Full Program New Hires {unsmoothad) fl Full Program New Hires (smoothed)

In this analysis, in order to approximate a process that would be more tractable for the
BAQC, the hiring of new employees was "smoothed" or averaged across the period of
analysis. Figures 3.2 and 3.3 illustrate the number of new hires that would be required under
smoothed and unsmoothed alternatives for the Full Program and Level Program scenarios,
respectively. In the unsmoothed scenario, the wide variation in hiring requirements is due to
the "natural" attrition rate and training requirements for new hires. New hires are assumed to
be in on-the-job training for one third of their first year employed, making them unavailable to
accomplish the required workload for four months. By smoothing the hiring process, that is,
each year hiring the average number of new hires that is projected to be needed over the study
period, the program can anticipate future needs and try to meet the CAAA workload
requirements, provided that the required skilled labor pool exists. It is interesting to note that.
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in the unsmoothed scenario, in the year 2005, the BAQC would be faced with hiring almost as
many new people in one year (149) as were on staff in January, 1992 (168).

Figure 3.3 PA Air Level Program Hiring Requirements (FTEs)

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Q Leva! Progran New Hires (unsmoothed) H Level Program New Hires (smoothed)

Figures 3.4 and 3.5 illustrate the elfect of smoothing (or not smoothing) the hiring
process on total workload, in the Full and Level programs, re^ectively. By hiring an average
of 41 new employees every year in the Full Program or 42 and 25 in the Level Program
(1995-2000 and 2001-2005, respectively), the BAQC can stabilize its hiring process
considerably. It is assumed here, that at the end of the period of analysis the workload will
level out somewhat. Eventually, the hiring rate will just equal the attrition rate, or an average
of about 31 new hires in the Full Program and 30 new hires per year in Level program.
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Figure 3.4 PA Air •• Full Program FTE Requirements

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

G Full Program FEs (smoothed) H Full Program FEs (unsmoothed)

Figure 3.5 PA Air - Level Program FE Requirements

1  1996 1997 1998 1999 2000 2 2

i
2  2 3 2004 2005

G Level Program FEs (smoothed) H Level Program FTEs (unsmoothed)
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Hiring at an average or smoothed rate will affect the BAQC's ability to meet early year
CAAA requirements. Because the major facility permitting workload begins in 1995, a rapid
ramping up of BAQC staff levels is required - filling over eighty new positions each year in
1994 and 1995. Hiring only 41 new employees (in the Full program) when twice that many
are required will mean less of the required workload would be accomplished in the first few
years. However, it is not clear that the BAQC can effectively hire as many people as are
needed in the short time frame allowed. The smoothed scenario is likely to be a more realistic
representation of the BAQC's ability to enlarge its workforce, given the constraints the Bureau
will face. A staff increase of the scale shown in the unsmoothed scenario for the first few

years of the analysis is unprecedented and would divert significant resources from other
activities.

Smoothing over the 11 year period of analysis has an additional effect of incoiporating
latter year program changes into early year hiring. For example, the Level Program is
constrained to a maximum of 416 positions, compared to the maximum 502 PTEs
(unsmoothed) identified as needed in the Full Program in 2005. As a result, fewer new people
will be hired after 1999 (the year in which the 416 mark is reached, and after which the two
programs diverge ~ see Figure 6.1), which lowers the average new hires throughout the term
of the analysis, which in turn lowers the overall staffing level in the early years. To minimize
this effect, iu the Level program, we averaged the new hires over two periods ~ pre-2000 and
post-2000 (Figure 3.2). In reality, the BAQC may need to hire as many new employees as it
can throughout much of this time period in order to meet CAAA targets, and may even be
required to use contractors. The BAQC's success in finding and retaining qualified new
employees is highly uncertain at this point, and can only be ascertained after several years'
experience.

Support Personnel

The final procedural step in calculating annud resource needs was to identify the level
of support staff needed to implement all of the required activities. There are two types of
support staff: first, clerical and administrative, which are within the BAQC; and, second,
external agency support, which includes DER management, personnel, budget, laboratory
analysis, and legal support. Clerical was estimated at 13.9 percent of technical staff in both
the FuU and Level programs. The administrative or supervisory resource requirement was
fixed at the number of existing and proposed interim fee FTEs in these categories in the Full
program, and was decreased in proportion to staff decreases in the Level program. For both
scenarios, the external support workload was estimated as a percentage (10.5 percent) of
internal BAQC resource requirements.
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SUMMARY

The workload analyses for the Full and Level programs provide annual estimates of the
number of PTEs required for each identified activity from 1995 through 2005. The sum of all
activity and support resource requirements provides total annual stafEng requirements for both
program levels over this period (see Tables 3.2 and 3.3). It is important to note that the staff
levels shown here are derived from workloads required by the CAAA and Pennsylvania state
legislation. The differences between the Full and Level Program workloads result from
reduced assumptions regarding the amount of work that can be accomplished given resource
limitations and the resources required to do each task, and BAQC decisions about where to
focus available resources.

Table 3.2 BAQC Full Program Workload Requirements (FTEs)

Activity 1995 2000 2005

Program Development 26 17 17

Monitoring 81 78 78

Title V Fee Development & Admin. 1 1 1

Permitting 79 105 107

Permit Compliance and Enforcement 62 83 85

Miscellaneous 62 66 73

Program Administration 65 70 72

Required BAOC Complement 375 419 433

Support Agency 42 47 48

New Hires Needed 41 41 41

Total Air Program Staff 346 427 482

* Hie Total Air Program staff level is a calculated figure based on a smoothed hiring rate,
support agency staif retirements, the previous year's staff level and the required BAQC
complement; it is not a sum of the numbers above it.
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Table 3.3 BAQC Level Program Workload Requirements (PTEs)

Workload Activity 1995 2000 2005

Program Development 26 18 18
fm

Monitoring 81 76 71

Title V Fee Development & Admin. 1 1 1

Permitting 79 95 95

Permit Compliance and Enforcement 62 67 75

Miscellaneous 62 48 39

Program Administration 64 54 54
(m

Reauired BAOC Contingent 374 357 353

Support Agency 41 38 39
fm

New Hires Needed 41 28 28

Total Air Program Staff* 348 417 417

* See footnote to Table 3.2.

Apogee Research, Inc. Page 28



Resource Needs Analysis & Financial Plan Final Report

4. PROJECTED PROGRAM COSTS

This chapter incoiporates the workload estimates from the previous chapter and
develops corresponding cost projections for the Full and Level programs over the 1995-2005
planning period. Chapter 5 of this r&pOTt compares these projections to existing and potential
revenues to provide a complete financial plan for the State's air program for the period.

ANALYTICAL APPROACH

Personnel Costs

To determine Pennsylvania's total and annual air program costs, the analysis assigned
annual costs to each activity's PTEs, after the staffing level per activity had been calculated.
Prior to determining activity costs, BAQC staff identified the personnel categories (e.g., air
quality engineer, laboratory analyst) needed to perform each activity (for example, continuous
emission monitor testing will be performed jointly by staff in three persoimel categories:
AQPS, AQS, and APCEU). BAQC staff also identified the average salary grade and step for
each persoimel category, based on existing budget information.

The analysis then determined total costs associated with each persoimel category (e.g.,
benefits, overhead, training, etc.), based on the average salary identified by the BAQC. For
all labor classes, the analysis included the following persoimel costs:

Salaries, from averages identified for each personnel category;

Benefits, at 38 percent of salary;

Operating Costs (rent, overhead, etc.), at 30.4 percent of salary;

Travel Costs, at 5 percent of salary; and

Supplies Costs, at 7 percent of salary.

The analysis gave weights to personnel costs for each activity in proportion to the
number of PTEs in each personnel category involved in the activity in order to determine an
average FTE cost per activity. The analysis then multiplied the weighted cost per FTE per
activity by the total number of PTEs (workload) for each activity to provide a total personnel
cost per activity. Costs were escalated annually for each activity by the projected COLA.

Finally, the analysis identified the capital expenditures required to fulfiill programmatic
requirements and provide the necessary support to the air program's staff complement. BAQC
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staff estimated levels and categories of capital expenditures for the period of analysis. The
sum of capital and personnel costs provided total costs for each year from 1995 through 2005
(Figuies 4.1 and 4.2). The difference in costs between the Full (Figure 4.1) and Level
(Figure 4.2) programs is due primarily to differences in non-Title V activities after the year
2000. The lower total Level Program cost reflects shifts of personnel from non-Title V to
Title V related activities, in order to avoid the severe sanctions that non-compliance with Title
V could initiate.
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Figure 4.2 Annual Level Program Expenditures
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Identification of Title V and Non-Title V Program Costs

Pennsylvania must determine which air program costs should be included or excluded
from the State's Title V program, as a basis for setting operating permit fees and identifying
other revenue needs. The CAAA allows states considerable discretion to allocate many
program costs to the Title V program, although the Act mandates the inclusion of some
program activities (e.g.. Title V pennitting, inq>ections), and the exclusion of others (e.g.,
legal enforcement costs, mobile source activities).

The analysis classified all program activities into the following four categories of Title
V fee eligibility (for cost recoveiy purposes). As noted above, the Full and Level Program
costs will differ only in those categories partially or totally non-Title V related.

Required Title V Fee Funding

The CAAA and the Operating Permit Rule (40 CFR Part 70) require that Title V
operating permit fees recover 100 percent of the costs of certain program activities. This
category includes all permit issuance, source testing, compliance monitoring, infections,
enforcement and program development activities associated with Title V sources. Recoverable
costs also include State Implementation Plan (SIP) and standards development, and the
development and administration of a Small Business Assistance (SEA) program.

Percent Allocated to Title V

The CAAA and 40 CFR Part 70 require that the costs of some program activities be
recovered with Title V permit fees to the extent to which they are attributable to Title V
sources. Air program activities in this category will be partly funded through Title V fees and
partly funded witfi other revenue sources. The allocation of costs among these sources was
based on the nature of the workload for each activity..

For activities where a portion of an costs should be allocated to the Title V program.
Apogee developed allocation rules to determine the appropriate percentage. The allocation
rules are summarized below.

(1) For source-related activities, costs were allocated based on the number of Part
70 sources compared to the number of all sources to which the activity applies.
These activities include inspections, compliance monitoring, and enforcement.

(2) For activities related to emissions, costs were allocated on the basis of the
proportion of Part 70 emissions to total inventoried emissions. These activities
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include ambient air monitoring and network costs, SIP and regulations
development, and development and maintenance of a data management system.

(3) Where activities are not directly related to either sources or level of emissions,
their costs were allocated based on the percentage of the overall program cost
allocable to Title V activities. This allocation rule applied to program
administration and general program support costs.

Title V - Included at the State's Discretion

The state has discretion to include or exclude the costs of certain program activities
from Title V fee requirements, as provided in the CAAA, 40 CFR Part 70, and EPA's 1992

Giiidanpi*.. Tasks associated with New Source Review (NSR) and administration of

permitting programs for state regulated sources are examples of this category. These activities
are considered to be either entirely within, or entirely outside of the Title V program at the
state's discretion. Under guidance from the BAQC, all Title V NSR permitting and state
source activities were excluded from the Title V program for the planning period. The BAQC
may wish to revisit this approach in the future and consider incorporating new source review
activities into the Title V program.

Non-Title V Funded

The CAAA and 40 CFR Part 70 require states to verify that Title V fees are used only
to recover permit program costs. Other funding sources will be required to finance activities
that do not meet these criteria. Such activities include tasks related to mobile sources, asbestos
control, indoor air programs, nuisance complaints, and enforcement through formal litigation.

This analysis was conservative in its inclusion of program costs in the Title V program.
In most cases where the states are given discretion fpr a particular activity, the activity's cost
was excluded from the Title V fee (see Appendix D for listing of allocation rules followed for
each of the 125 activities).

PROGRAM COST PROJECTIONS

Total Program Costs

Implementation of the CAAA will cause significant growth and change in the State of
Pennsylvania's air quality management program. Based on current projections, in the Full
program, BAQC staiff will be required increase from a January, 1992 staff of approximately
168 to almost 500 in 2005, with projected total program costs increasing from $15 million in
1992 to $31.3 million in 1995 and to $47 million in 2005 (Table 4.1).
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Table 4.1 Full Program~ Total Program Functional Costs

m
Program Cost 1995 2000 2005

Program Development $1,803,485 $1,415,823 $1,641,326
Monitoring $5,203,790 $5,788,276 $6,710,198
Title V Fee Develop & Admin $38,075 $44,139 $51,169
Permitting $5,258,018 $8,259,607 $9,356,919
Compliance and Enforcement $4,147,662 $6,445,429 $7,648,265
Miscellaneous $3,666,624 $4,504,138 $5,808,166
Program Administration $4,709,041 $5,889,646 $7,015,221
New Hire Training $783,017 $907,732 $1,052,310
Support Agency $1,814,629 $2,590,752 $3,003,392

Total Non-Capital $27,424,341 $35,845,541 $42,286,966
fm Capital Expenditures $3,863,000 $4,219,984 $4,658,502

Total Program Cost $31,287,341 $40,065,525 $46,945,468

A significant majority of program costs (nearly 90 percent) ~ both Title V and non-
Title V ~ directly support the personnel required to accomplish air program activities (Table
4.2). Overall, capital expenditures account for approximately 10 percent of total costs. Title
V costs increase more or less throughout the period, from $21.3 million (nominal) in 1995 to
$31.3 million in 2005 (Figure 4.3). Title V costs do not differ between the Full and Level
programs.

Table 4.2 BAQC Personnel Costs

1995 2000 2005

Salaries $11,914,819 $15,670,689 $19,370,335

Benefits $4,527,229 $5,954,333 $7,360,074

Supplies $834,037 $1,096,948 $1,355,923

Travel $595,741 $783,534 $968,517

Agency Overhead $3,617,251 $4,757,505 $5,880,690

Total $21,489,078 $28,263,009 $34,935,539
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Table 4.3 Level Program — Total Program Functional Costs

Program Cost 1995 2000 2005

Program Development $1,803,485 $1,460,725 $1,693,380

Monitoring $5,203,790 $5,633,330 $6,119,576

Tide V Fee Develop & Admin $38,075 $44,139 $51,169

Permitting $5,258,018 $7,634,361 $8,360,442

Compliance and Enforcement $4,147,662 $5,376,869 $6,917,161

Miscellaneous $3,659,786 $2,239,670 $2,163,250

Program Administradon $4,644,565 $4,649,394 $5,485,855

New Hire Training $798,320 $925,472 $1,072,876

Support Agency $1,823,457 $1,807,471 $2,095,355
m

Total Non-Capital $27,377,158 $29,771,431 $33,959,064

Capital Expenditures $3,863,000 $4,219,984 $4,658,502

Total Program Cost $31,240,158 $33,991,415 $38,617,566

In the Full program, non-Title V expenditures vary more substantially than Title V
expenditures, beginning at $10 million and increasing to ahnost $16 million ii^OOS. In the
Level Program (Table 4.3), as resources are shifted to Title V activities, non-Tide V spending
increases from $10 million in 1995 to $12.6 million in 1999, then decreases again to just under
$10 million in 2005 (See Figure 4.4). The following sections discuss the annual pattern of
Tide V and non-Tide V costs in greater detail.
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Title V Costs

Pennsylvania's Title V costs are a direct result of the workload requirements outlined in
the CAAA. The Title V permit program will consume a majority of air program resources,
accounting for a projected 66 percent to 69 percent of total expenditures in the Full Program
and 68 percent to 76 percent in the Level program. Some early costs of establishing the Title
V program (SIP and program development costs) occur before the period of analysis, and are
not covered by Title V fees. Instead, these costs are being recovered through interim fees
established by the Pennsylvania legislature in 1992.
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Table 4.4 Title V Functional Program Costs

Program Cost 1995 2000 2005

Program Development $1,458,294 $1,116,504 $1,294,334

Monitoring $4,654,411 $5,151,394 $5,971,878

Title V Fee Develop & Admin $38,075 $44,139 $51,169

Permitting $3,920,994 $5,971,423 $6,407,088

Compliance and Enforcement $2,691,710 $4,669,130 $5,437,980

Miscellaneous $462,495 $655,106 $935,438

Program Administration $2,895,079 $3,624,494 $4,299,205

New Hire Training $532,452 $617,258 $715,571

Support Agency $1,233,948 $1,761,711 $2,042,306

Total Non-Capital $17,887,455 $23,611,159 $27,154,969

Capital Expenditures $3,374,946 $3,731,930 $4,170,448

Total Program Cost $21,262,402 $27,343,090 $31,325,417

From a cost perspective, the most signiticant Title V program activities are monitoring,
permitting, compliance enforcement and capital expenditures (Table 4.4). In the Full
program, permitting costs are high from 1995 through 1997 (approximately $4 million) due to
initial issuance of major permits, then decline substantially through 1999, and increase once
again from 2000 to 2004 as these facilities' permits are renewed and overlap with permitting of
minor Title V sources (see Appendix A for a fiill presentation of cost results). Monitoring
costs increase slightly throughout the period, from $4.6 million to $6 million, as sampling and
source testing costs increase with the number of facilities permitted. Ambient monitoring costs
remain relatively constant over the period of analysis. Enforcement costs are projected to
double from 1995 to 2005, from $2.7 million to $5.4 million, due to the increasing number of
facility compliance reviews, as well as steadily increasing violation detections. Title V capital
expenditures increase slightly and consistently throughout the analysis, with significant
expenditures for monitoring equipment and contracts to provide technical assistance to small
businesses.

Non-Title V Costs

As noted in Chapter 3, many non-Title V activity costs are simply constant proportions,
albeit significant ones, of total program costs (as are the Title V costs). However, total non-
Title V costs differ significantly from the Title V Costs, both in magnitude and timing of
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occurrence. In the Full program, non-Title V costs vary more or less independently from Title
V costs (Figure 4.2). In the Level program, non-Title V costs vary inversely with Title V
costs. Given the hiring limit (416) imposed in the Level program, it is necessary to shift
resources between Title V and non-Title V programmatic elements, with the Title V
components getting priority. For example, as Title V requirements increase after the year
2000, fewer inspections of state-only facilities are projected to take place; then, as Title V
requirements decline, around 2005, more state source inspections can occur (Figure 4.3).

Figure 4.3
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The most significant non Title-V costs are permitting and enforcement of state-only
sources and miscellaneous costs, which include mobile source programs (see Tables 4.5 and
4.6). In the Full program, permitting and enforcement of state only sources have more
constant expenditure levels over time than for Title V sources, largely because most of these
sources already have state-issued permits. However, in the Level program, these activities
give way to the increasing Title V program after the year 2000. A constant increase in BAQC
costs is due in part to the projected COLA, and in part to increases in the number of sources
through economic growth and improved detection and enforcement.
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Table 4.5 Full Program Non-Title V Functional Costs

Program Cost 1995 2000 2005

Program Development $345,191 $299,318 $346,992

Monitoring $549,379 $636,881 $738,320

Title V Fee Develop & Admin $0 $0 $0

Permitting $1,337,025 $2,288,184 $2,949,831

Compliance and Enforcement $1,455,952 $1,776,299 $2,210,285

Miscellaneous $3,204,130 $3,849,032 $4,872,728

Program Administration $1,813,962 $2,265,152 $2,716,016

New Hire Training $250,566 $290,474 $336,739

Support Agency $580,681 $829,041 $961,085

Total Non-Capital $9,536,886 $12,234,382 $15,131,997

Capital Expenditures $488,054 $488,054 $488,054

Total Program Cost $10,024,939 $12,722,435 $15,620,051

Table 4.6 Level Program Non-Title V Functional Costs

Program Cost 1995 2000 2005

Program Development $343,134 $293,445 $340,183

Monitoring $549,379 $636,881 $738,320

Title V Fee Develop & Admin $0 $0 $0

Permitting $1,337,025 $1,627,492 $2,033,539

Compliance and Enforcement $1,455,952 $707,739 $1,493,574

Miscellaneous $3,197,292 $1,643,199 $1,471,777

Program Administration $1,753,569 $1,829,888 $2,181,605

New Hire Training $247,479 $286,896 $332,591

Support Agency $565,272 $560,316 $649,560

Total Non-Capital $9,449,103 $7,585,856 $9,241,149

Capital Expenditures $484,554 $484,554 $484,554 («»

Total Program Cost $9,933,656 $8,070,410 $9,725,703
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Under the Miscellaneous categoiy in the above Tables 4.5 and 4.6 are some significant
non-Title V costs. Miscellaneous non-Title V costs in the Full Program include substantial
expenditures on mobile source control activities, including $390,000 to $525,000 for Stage n
vapor recovery inqrections of gas stations, $585,000 to $787,000 for reviews of employer trip
reduction plans, and $264,000 to $355,000 for transportation control measures (TCMs) (Table
4.7). Indoor air (approximately $200,000) and complaint req)onse and abatement tracking
($850,000 to $1.9 million) are other significant miscellaneous costs.

Compared to the FuU Program, the Level Program (Table 4.8) has significantly lower
levels of expenditures in several categories. Mobile source related e^enditures are $1.2
million lower in 2000, and $1.7 million lower in 2005. Also by 2005, NSR related
expenditures for federal and state sources are $120,000 and $170,000 less, respectively. State-
only permitting is $1.6 million lower, complaint and emergency response is $1.6 million lower
and the indoor air program is $235,000 lower. In total, almost $6 million less would be spent
on non-Title V activities by the year 2005 under the Level program.

Table 4.7 Full Program Non-Title Y Miscellaneous Costs

1995 2000 2005

NSR Title V Sources $479,376 $607,393 $756,573

NSR State Sources $555,731 $740,626 $974,018

Mobile Sources $3,680,782 $4,176,991 $4,847,872

Asbestos $339,715 $370,961 $431,667

State Only Permits $2,719,524 $3,939,032 $4,908,976

Acid Rain - NTV $101,953 $114,503 $133,221
m Complaint & Emerg. Re^onse $1,407,858 $1,946,301 $2,673,662

Indoor Air Program $259,390 $307,459 $357,668
(m Title V Legal Action $67,557 $106,116 $123,340

Other (allocated above) $3,098,354 $3,841,953 $4,499,723
fm Other Capital Expenditures $413,054 $413,054 $413,054

TOTAL $10,024,939 $12,722,435 $15,620,051
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Table 4.8 Level Program Non-Title V Miscellaneous Costs

1995 2000 2005

NSR Title V Sources $475,336 $508,969 $633,406

NSR State Sources $551,048 $368,913 $809,826

Mobile Sources $3,649,813 $2,922,229 $3,135,770

Asbestos $330,014 $196,282 $228,111

State Only Permits $2,696,605 $2,468,916 $3,307,067

Acid Rain - NTV $101,104 $39,121 $45,520

Complaint & Emerg. Response $1,395,993 $950,466 $917,140

Indoor Air Program $257,204 $104,862 $121,997

Title V Legal Action $66,987 $101,098 $117,313

Other (allocated above) $3,017,409 $3,128,512 $3,642,829

Other Capital Expenditures $409,554 $409,554 $409,554

TOTAL $9,933,656 $8,070,410 $9,725,703

Summary

The above tables demonstrate that the cost requirements of both the Title V and non-
Title V program components are substantial. While the Title V costs can be recouped through
permit fees, non-Title V costs can not. It is important that any financing mechanisms selected
be appropriate. Appropriate fees are those set high enough to recover costs without being
unduly burdensome on state industry or acting as a disincentive for businesses to locate in
Pennsylvania. The following chapters address the financing issues that the BAQC must
consider.
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5. FUNDING SOURCES

HISTORICAL FUNDING SOURCES AND NEW FUNDING NEEDS

Historically, Pennsylvania's air quality program has been funded through a
combination of federal grants, state general revenues, proceeds from fines and penalties, and,
to a lesser extent, permit-related fees. Between Fiscal Year 1987-88 and Fiscal Year 1991-92,
federal grants represented an average of 33 percent of the air program budget, state general
revenues 48 percent, and fines and penalties 17 percent (see Figure 5.1). In 1990, the State
initiated a $200 fee on state regulated sources that now generates nearly $1 million in revenues
annually.

Figure 5.1

Pennsylvania Historical Revenue Sources
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The overall size of the air program budget has increased steadily over the last five
years. However, historical growth rates are far less than that required to implement the new
CAAA requirements. As shown in the previous chapter, to meet CAAA mandates, the total
air program budget must nearly triple in size by the year 2000. The Title V portion of the air
program is projected to comprise nearly 65 percent of the air program budget and will be
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funded by Title V permit fees. The remaining program costs must be funded by other revenue
sources, including the traditional funding sources of federal grants and state general revenues,
as well as new fees on smaller sources of air pollution.

ALTERNATIVE FUNDING OPTIONS

Principles of Public Finance

The funding recommendations contained in this study are guided by the following basic
principles of public finance:

•  that a diverse set of funding sources is required to provide program stability;
•  that users or beneficiaries of public investments should pay for those

investments;

•  that the burden of fimding should be equitably distributed; and
•  that fees should reflect program costs.

While these principles may at times overlap, and at other times be contradictory, they provide
useful measures for evaluating financing options. The following section describes each of
these principles individually.

Diversity. It is critical to create and maintain diversity in funding sources for
individual program components. By creating such funding diversity, the BAQC is better able
to ensure foture funding for specific activities, without being entirely dependent on any single
funding source.

User-Pay. Title V sets the stage for greater reliance on user-pay financing
arrangements throughout state and local air program administration. The financing alternatives
presented in this study incorporate user-pay arrangements where feasible and appropriate.

Equity. The equity principle is addressed in part by ensuring that users or
beneficiaries pay for their share of program costs. However, another consideration is to
ensure that the basic health and welfare of all members of society, particularly the most
disadvantaged, is protected. In some cases, the user base or number of beneficiaries of a
program is so large that general revenue sources may be the most equitable funding source.

Cost-Based. Finally, where no external damages occur, the amount charged to any
one user (e.g., a facility) should reflect the costs of administering the air quality programs,
such as permitting, that affect that user. Provided that public welfare is protected and equity
conditions are met, fees should also not be unduly burdensome on industry.
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Analysis of Funding Sources by Program Component

The remainder of this chapter reviews the funding requirements of each major program
component of Pennsylvania's air quality program and discusses funding sources appropriately
associated with each component, including projected Title V fees, other stationary source fees,
traditional funding sources such as federal grants and state general revenues, and new, less
conventional potential funding sources.

The discussion of funding options that follows is divided into two sections, the first
focusing on funding for the Title V operating permit program and the latter on funding options
for the remainder of the air quality program. The projected funding needs are based on the
Title V and non-Title V program costs derived in Chapter 4 of this study. Both the Full
Program and Level Program scenarios are considered. However, the Title V program costs
are strictly based on the projected annual workload required to comply with the permitting
requirements established by the CAAA, and are thus unaffected by consideration of the Level
Program scenario. The discussion of non-Title V program components does address the
financial implications of the Level Program scenario. Reference to projected or anticipated fee
levels are based solely on the cost projections of this study and are meant to be used for
planning purposes. They do not represent actual future fee levels.

TITLE V PROGRAM FUNDING

The Title V program will come to comprise as much as 65 percent to 70 percent of
Pennsylvania's air quality program, and will thus require dedication of a substantial level of
resources. This section addresses the federally required funding structure for this program, as
well as the funding structure design options afforded by the CAAA and implementing
anticipated regulations; describes the fee structure planned by the BAQC; and develops
projections of required fee levels based on the cost estimates presented earlier in this report.
Because the Title V program is assumed to be nearly identical in the Full and Level programs,
no distinction is made regarding Title V funding.
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Title V Program
Projected Funding Need (1995-2005): $21.3 million - $31.3 million

Proposed Funding Sources: Annual emissions-based fees
Application processing fees
Annual permit administration fees

Based on currently articulated federal requirements, the estimated funding needs for
administering Pennsylvania's Title V permit program ~ including the administration of the
Small Business Assistance Program and other Title V fimdable activities to be carried out by
departments other than the BAQC — ranges from $21.3 million in 1995 to $31.3 million by the
year 2005 (see Table 4.4).

In order to comply with Title V of the CAAA, the BAQC must adopt a fee structure
that will recover all costs of the federal operating permit program. Federal regulations (40
CFR Part 70) further mandate that only funds collected from Part 70 sources may be used to
fund a state's Title V permit program.

While the permit rule is fairly explicit as to the program activities that must be funded
through Title V fees, federal requirements provide considerable flexibility to states in the
design of their fee structures. For example, provided that adequate aggregate revenue is
raised, states may:

Charge a single fee or a combination of fees to Part 70 sources;
Determine fees on a basis other than emissions (e.g., service-based fees);
Base fees on either actual or allowable emissions;
Exclude emissions above a certain level from the fee requirement;
Differentiate fees based on source categories or type of pollutant;
Exempt certain classes of sources from fee requirements; or
Chaige fees covering any period of time (e.g., annual, permit term).

Appendix E provides detail on these fee design options.

The Title V fee structure presented here incorporates several key principles:

•  the fee structure win incorporate a combination of emissions-based and non-
emissions based fees for greater flexibility, reliabdity, and equity among
sources;

•  emissions based fees wiU be imposed on actual emissions (rather than aUowable
or permitted levels) to avoid possible revenue shortfaUs when sources choose to
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lower their allowable levels and to accomplish a more direct link between
emissions and the charges assessed;

•  emissions above 4,000 tons per pollutant will be excluded from the fee
requirement to more closely approximate the administrative costs of permitting
facilities of varying sizes and to follow the federal CAAA design;

•  Phase I utilities will be exempted from paying Title V fees until the year 2000;
and emissions from these sources are excluded from the Title V inventory until
that time; and

•  fees will be charged on an aimiud basis (on March 15th), with the first payment
due when each source is required to fiile an application with the BAQC.

Establishing Title V Fees Under Uncertainty

Fee levels are influenced by changes in state policies, federal policies, and economic
activities. In addition to the assessment of program costs, the optimal fee level dq)ends on the
interaction of several other factors: (1) base emissions inventory and projected rate of change
in emissions for emissions based fees; (2) base source counts and projected rate of change in
the number of sources for non-emissions based fees; and (3) the rate at which the consumer
price index of the current year exceeds the consumer price index for the year 1989. Each of
these factors is discussed below.

Emissions. Economic conditions will aifect the number of facilities that are subject to
Title V permitting, as well as affecting ouqrut at existing facilities. If existing facilities close
or reduce their hours of operation, overall emissions will be reduced. If new facilities
commence operations, the emissions level is unlikely to increase significantly for most
pollutants, because of offset and emissions limitation provisions in the NSR Program, which
place significant limitations on emissions from new facilities. Thus, economic changes are
likely only to reduce future emissions, rather than cause substantial increases.

Control technology requirements and state-wide emissions caps imposed by regulation
on various pollutants will significantly affect future emissions levels. The bases for the
pollutant-q)ecific emissions projections applied in this study are as follows:

•  Sulfur Dioxide — Ninety-five percent of all sulfur dioxide emitted in the State
of Pennsylvania is emitted by facilities subject to Phase I and Phase n of the
Acid Rain Program. EPA plans to reduce emissions of sulfur dioxide from
these facilities by 10 million tons by imposing a nationwide cap of 8.5 million
tons of emissions by the year 2000. A draft EPA report indicates that
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Pennsylvania Phase I and Phase n facilities will be subject to an emissions cap
limiting total sulfiir dioxide emissions to 543,289 tons, a 54 percent reduction
from 1990 levels. Although Phase I and Phase n facilities are not required to
reduce emissions until the year 2000, EPA has publicized these emissions limits
to encourage utilities to phm for the future cap and to achieve early reductions.

•  Nitrogen Oxides - As a state in the Ozone Transport Region, Pennsylvania
will be required to impose NOx control technology requirements on facilities
emitting NOx by the year 1995. These requirements are likely to reduce overall
NOx emissions by 40 percent.

•  VOCs - Also as a state in the Ozone Transport Region, Pennsylvania will be
required to reduce overall VOC emissions by 15 percent by the year 1996 in
designated areas. Some part of these reductions will be allotted to mobile
source reductions, and the remainder to stationary sources. Pennsylvania's SIP
for ozone will outline the percentage of reductions expected from mobile
sources of VOCs. The State plans to require reasonably achievable control
technology (RACT) for all major stationary sources of VOCs by the year 1995.

•  Particulate Matter — There are no statewide or national caps for particulate
matter, except in PM-10 non attainment areas. Pennsylvania's only such non
attainment area is located in Allegheny County and is under the jurisdiction of
the local air pollution control agency there. Although there are no caps on
emissions of particulate matter, reductions in other emissions and control
technology requirements on sources will most likely result in some particulate
matter reductions as well.

The State's current emissions inventory provides the basis for the baseline emissions
estimates applied in this study. Assumptions regarding the expected growth (or decline) in
aggregate emissions levels, and more specifically, in fee-eligible emissions levels, were
developed using historical information, knowledge of impending regulatory mandates, and best
professional judgment regarding the effects of economic development in the State (See Table
5.1 for a summary of the emissions assumptions incorporated in this analysis). Given that they
serve as the basis for revenue projections, the emissions assumptions incorporated into this
study are deliberately conservative. Furthermore, the estimates should be updated and revised
as the State compiles its Title V emissions inventory.
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Table 5.1

TITLE V INVENTORY ASSUMFTIGNS

Pollutant

1990 Title V

Inventory^

1990

Inventory,
Capped^

Projected
1995

Inventory

Historical Rate

of Change^
(1984-1990)

Projected Rate
of Change

Beyond 1995

NOx 424,722 207,773 176,607' -2.09% -0.5%

FM 101,816 99,510 97,047^ -6.28% -0.5%

SOx 930,752 203,122 203,122^ -3.41% -0.5%

VOCs 93,056 77,504 66,555' -7.07% -1.5%

Toxics 26,409 26,409 25,242 NA -1.0%

TOTAL 1,576,755 614,318 568,573

Does not include emissions from Phase I sources.

Includes iirst 4,000 tons per pollutant per source only.
Median change, 1984-1990.
Assumes that emissions below 4,000 ton cap will be reduced by 15 percent.
Equals 0.5 percent reduction per year.
Assumes no reductions occur below the cap until mandatory reductions take effect.
Assumes 15 percent reduction occurs by 1996, with equal reductions each year.

Source Counts. Using the Pennsylvania Emissions Database System (FEDS),
approximately 800 facilities have been identified as being subject to Title V permitting
requirements (Refer to Table 3.1 for source counts). FEDS includes all sources emitting more
than 100 tons per year of FM, SOx, NOx, and CO, and any source emitting more than 50 tons
per year of VOCs. Therefore, it is likely that most, if not all, of the major criteria pollutant
sources have already been identified. Since FEDs has only limited information on HAFs,
and Pennsylvania's air toxics inventory is incomplete, many HAFs facilities may not have been
identified. Data from the Toxics Release Inventory was used to augment Pennsylvania's
databases. HAFs sources contribute a relatively small portion of the total emissions, so that
the impact of additional major HAFs sources on emissions-based fees is likely to be minimal.

States may defer minor sources from Title V permitting until EPA establishes necessary
regulations. The Administrator has deferred action on these source categories for five years,
at which time EPA will determine whether to extend the deferral further. As a result of this,
permitting of more than 500 facilities subject to NESHAFs and NSFS standards will be
deferred for at least five years (until 2000) by the BAQC. Additional smaller facilities will be
subject to Title V general permit requirements, but these sources have not yet been identified.

In addition to the expansion of the number of source categories and the identification of
sources within these categories, the number of sources will continue to change over time based
on economic development in the State.
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Consumer Price Index. Based on the presumptive fee structure established by the
CAAA, the Pennsylvania state legislation establishing authority to impose a Title V fee dictates
that such a fee be increased each year by the percentage by which the consumer price index
(CPI) for the most recent calendar year exceeds the CPI for the calendar year 1989. For
example, the Title V fee in the second year of implementation (1996) must be adjusted by the
percentage by which the CPI in calendar year 1995 exceeds the CPI in calendar year 1989.

Title V Fee Structure

The Title V fee program presented in this study incoiporates emissions-based fees and
application processing fees for major Title V sources; as weU as application processing fees
and annual permit administration fees for minor Title V sources. Table 5.2 provides a
summary of the proposed fee structure.

RECOMM]

Table 5.2

ENDED FEE STRUCTURE AND FEE LEVELS

1995

Application
Processing Fee

Annual

Administrative

Fee

Annual

Emissions Fee

(with 4,000

ton cap)

Title V Major $500 -0- see below

Title VMinori

(including synthetic

minors)

$500 $500 -0-

*  Assumed to be deferred until 2000.

Non-Emissions Based Fees. Each Title V msljor source will be assessed an application
processing fee and each Title V minor source will be assessed both application processing fees
and annual peimit administration fees, as presented in Table 5.2.

This study assumes that the processing and administrative charges will be adjusted for
inflation twice over the planning period, 1995 to 2005, once in the year 2000 and again in
2005. For instance, based on projected CPI adjustments, it is anticipated that the $500 charges
shown above will equal approximately $615 and $750 in 2000 and 2005, respectively.

Title V Emissions Fee. If the only fees assessed Title V sources were the emissions-
based fees, charges would be determined by dividing the total federal stationary source peimit
costs by the total number of eligible tons of emissions in the State, that is:
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COSTS ($)/TONS EMITTED = FEE ($/TON)

However, there is an adjustment necessary to account for the fee revenues generated through
non-emissions based fees. The revised formula is;

(COSTS ($) - REVENUE FROM OTHER TITLE V FEES)/TONS EMITTED = FEE ($/TON)

The amended charge will be determined by the established fee and the number of eligible tons
(i.e., emissions < = 4,000 tons per pollutant) that each facility emits. For each facility, the
annual Title V emissions charge will be determined by:

TONS EMITTED X FEE ($/TON) = ANNUAL EMISSIONS CHARGE

The annual Title V fee is based on the current year's Title V program costs and the prior
year's emissions inventory.

Results of Apogee's analysis indicate that if the Title V fee were reset each year to
cover that year's expected Title V costs, the fee would increase in nominal terms over time.
The nominal increase is in response to both the COLA, by which staff costs are escalated, and
the increasing Title V workload described in earlier chapters.

Figure 5.2 Annual Title V Fees

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

M Nornnal Fee (inflated $) □ Real Fee (1989$)

By contrast, in real, non-inflated 1989 dollars, the fee is projected to decline over time.
This decline occurs only because, the rate of change in the CPI, which serves as the basis for
discounting the fee to 1989 dollars, is projected to exceed the COLA, which is based on
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historical trends. Pennsylvania state salary increases have consistently lagged behind inflation
in recent years. As the Title V program is further developed and costs assessed based on
actual implementation experience, projections of the future required Title V fee level can and
should be refined.

Figure 5.2 and Table 5.3 show the projected cost-driven fee (with annual changes to
the real dollar amount every year) over the 1995 to 2005 time period, in real (1989) and
nominal dollars.

Table 5.3 Annually Adjusted Cost-Based Fee

Year Nominal Real

1995 $37 $30

1996 $40 $31

1997 $40 $30

1998 $40 $29

1999 $41 $29

2000 $44 $29

2001 $45 $29

2002 $48 $29

2003 $44 $26

2004 $46 $26

2005 $51 $28

Because, however, it is impractical for the State to adjust the cost basis for the Title V
fee every year, this study assumes that, as with the non-emissions based charges, the Title V
emissions fee will be adjusted at five year intervals, once in 2000 and again in 2005. As cost
estimates are revised, the State may find that these adjustments must be made earlier than
presented here. Table 5.4 shows projected fee levels over the plarming period, applying this
approach, based on current cost estimates and expected emissions levels. The nominal fees in
both Table 5.3 and 5.4 are inflated aimually by a projected increase in the CPI.
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fm Table 5.4 Five Year Adjusted Cost-Based Fee

Year Nomiiial* Real

1995 $37 $30

1996 $38 $30

1997 $40 $30

1998 $42 $30

1999 $43 $30

2000 $44 $29

2001 $46 $29

2002 $48 $29

2003 $50 $29

2004 $52 $29

2005 $51 $28

The above fee structure accommodates the change over time in the required fee level,
by increasing the fee atmually by the change in the CPI, without adjusting the real dollar fee
on an aimual basis, which is important to the State for planning and budgetary purposes. Most
importantly, by allowing for a fee adjustment based on actual cost experience over time, the
structure allows the State to meet the EPA requirement that fee revenue match Title V resource
needs.

FUNDING FOR NON-TITLE V PROGRAM COMPONENTS

Funding for continuation and expansion of program components outside the State's
Title V program wiQ come from a combination of traditional funding sources (e.g., state
general revenues, federal grants, and proceeds from fines and penalties) and less conventional
sources, such as permitting and review fees, license fees, and other sources that are premised
on the fee-for-service funding principle. This section addresses, in turn, each of the primary
program components, as follow:

New Source Review Program;
State Source Operating Permit Program;
Mobile Source Control Program;
Complaint Investigations and Emergency Response;
Asbestos Control Program;
Indoor Air Program;
Acid Rain Program; and
Other Program Components.

For each program component, the discussion presents alternative funding options to meet the
projected resource needs. The projected funding need for each component is based on the
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estimated costs of fully implementing the CAAA lequiiements and other Pennsylvania air
quality initiatives (i.e., the Full Program scenario presented throughout this report). The
following section addresses funding implications of implementing the Level Program scenario,
both in terms of the resulting reduction in funding needs and in terms of the impact of
eliminating program activities on revenue generating capacity of the air quality program.

New Source Review Program
Projected Annual Funding Need (1995-2005): $1 million - $1.7 million

Proposed Funding Sources: Plan Approval fees
State general revenues
Federal §.105 grant

The State's New Source Review (NSR) Program benefits both major stationary sources
and smaller state-regulated sources by providing the service required of these sources in their
effort to expand existing facilities or to construct new facilities. User-pay principles suggest
that sources should pay their fair share of the cost of administering the New Source Review
Program. If, however, these sources were required to pay the fuU costs of the program, there
would be a likely negative impact on the expansion of smaller businesses in the State. For
instance, the projected average armual cost per source of the New Source Review Program is
$1,725 in 1995. Because of the potential impact of such fees on the ability of smaller
businesses to expand operations, it is in the State's interest to supplement the funding of this
activity with state general revenues and to continue to apply federal grant funds to this activity.

Basis for Setting NSR Fees

There are several possible structures to follow in establishing new source review fees.
The most straightforward approach is to establish a set fee for new source review, perhaps
differentiating between Title V and other smaller sources. Alternatively, several states use the
capital cost of the project or facility as the basis for assessing fees. Texas, for example,
imposes a charge that is based on 0.15 percent of the project capital cost for construction
permits, with a minimum of $450 and a maximum of $75,000; and for Prevention of
Significant Deterioration (PSD) permits, 0.5 percent of the capital cost, with a minimum of
$1,500 and a maximum of $75,000. This fee structure establishes a direct link between the
size of the project being constructed and the assessment. An alternative to this structure is one
that bases the fee on the cost of the pollution control equipment reviewed, rather than the
entire facility or construction project. To the extent that the size affects the effort required to
issue and eribrce a permit, such a structure is more appropriate than a straight source fee. A
capital cost based fee does, however, carry with it an additional administrative burden. For
instance, the State must collect and verify cost information from each applicant prior to setting
the fee.
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For the purpose of this study, it is assumed that, regardless of the exact structure of the
new source review fee, the State will be able to raise between $300,000 and $700,000 aimUially
through NSR fees. This is equivalent to an average of $500 per review in 1995 and $800 per
review in 2005. Assuming that source-based fees raise this amount, state general revenues and
federal funding would be required to generate between $735,000 and $930,000. Increasing the
NSR fee could, of course, further reduce the ̂ ancial demand placed on these two limited
resources.

State Source Operating Permit Program
Projected Annual Funding Need (1995-2005): $2.7 million - $5 million

Proposed Funding Sources: Application processing fees
Annual permit administration fees
State general revenues

The cost of the operating permit program for sources subject to state regulation, but
currently exempt from federal Title V permitting requirements, is estimated to range from
$2.7 million in 1995 to nearly $5 million by the year 2005. Historically, this program has
been funded by state general revenues and, more recently, by newly enforced $200 application
and annual administrative fees on regulated sources. At the $200 level, such fees wiU raise an
estimated $620,000 in 1995. Adjusting the $200 fee according to the CPI adjustments from
1995 to 2000, in the year 2000 fee revenue will equal an estimated $695,000 and $775,000 in
2005 (see Table 5.5 for a demonstration of alternatives fee scenarios).

Table 5.5

ALTERNATIVE STATE SOURCE PERMIT FUNDING

Financing Elements 1995 2000 2005

Projected Revenues
(1995-2005)

Scenario #1 Application processing fee
Annual administration fee

State general revenues

$200

$200

$250

$250

$300

$300 $622,000 - 775,000
$2,097,000 - $4,134,000

Scenario #2 Application processing fee
Annual administration fee

State general revenues

$500

$200

$615

$250

$750

$300 $633,000 - 839,000
$2,086,000 - $4,070,000

Scenario #3 Application processing fee
Aimual administration fee

State general revenues

$250

$250

$300

$300

$375

$375 $777,000 - $966,000
$1,942,000 - $3,943,000
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Based on Scenario #1, state general revenues required to supplement funding derived
from administrative fees amounts to $2.1 million in 1995 and $4.1 million by the year 2005.
Raising each of these fees to $250 would lower the demand on state fimds to under $2 million
in 1995 and $4 million in 2005.

Mobile Source Control Program
Projected Annual Funding Need (1995-2005): $3.7 million - $4.9 million

Proposed Funding Sources: State general revenues
Federal §.105 grant
Mobile source fees

The projected annual cost of the Mobile Source Control Program ranges from $3.7
million in 1995 to an estimated $4.9 million by 2005. Traditionally, mobile source control
activities have been funded through a combination of state general revenues and federal grant
funds. Based on the historical breakdown between these two funding sources of 43 percent
and 57 percent, respectively, the funding required from each of these sources for continuation
and expansion of the mobile source control program would be as follows: state general
revenues, $1.6 million to $2.1 million; and federal grant, $2.1 million to $2.8 million.

If these funding sources are unable to fully fimd the expanded mobile source control
program, it may be necessaiy to initiate new mobile source fees. Mobile source fees used
elsewhere in the countiy include: vehicle inspection fees, vehicle registration fees, and trip
reduction plan approval fees. In Pennsylvania, a vehicle registration fee of only $2 per vehicle
could raise approximately $17.8 million ($13 million if imposed on passenger vehicles only).^
If implemented, this funding could be shared with PennDOT, based on each agency's share of
mobile source control costs.

Complaint Investigations and Emergency Response
Projected Annual Funding Need (1995-2005): $1.4 million - 2.7 million

Proposed Funding Sources: State general revenues
Federal §.105 grant
Fees for new program activities

Historically, Complaint Investigations and Emergency Response activities have been
supported by state general revenues and federal grant funding. As with other program
activities, if the 43/57 split is maintained into the future, required state general fund revenues
will range from $600,000 to $1.2 million, while federal grant funding required will range
from $800,000 to $1.5 million. In the event that these funding sources are not available at the
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level necessary to maintain this program component, the State should consider instituting fees
for new program activities.

Asbestos Control Program
Projected Annual Funding Need (1995-2005): $340,000 - $432,000

Proposed Funding Sources: State general revenues
Federal §.105 grant
Asbestos demolition/licensing fees

Asbestos control program activities have also traditionally been funded with state
general revenues and federal grant funds. At the same percentages as previously noted,
funding for this program component would require state general revenues of $146,000 to
$186,000 and federal grant funding of $194,000 to $246,000. In the future, it may be
necessary to consider funding this program component with self-supporting fees, such as
asbestos demolition and licensing fees.

Indoor Air Program
Projected Annual Funding Need (1995-2005): $260,000 to $358,000

Proposed Funding Sources: State general revenues

The Indoor Air Program is a relatively small program component, but one that might
be expected to grow in the future. The most appropriate ~ and simplest funding source — for
this activity for the present time is state general revenues, with funding levels ranging from
$260,000 to an estimated $358,000 by the year 2005.

Acid Rain Program
Projected Annual Funding Need (1995-2005): $102,000 to $133,000

Proposed Funding Sources: Phase I emissions fees

The Acid Rain Program is a new undertaking for the BAQC. It is appropriate for this
activity to be funded by Phase I utilities because these sources comprise much of the activity in
this program component. Therefore, emissions based fees charged to these sources should be
dedicated first to this program component, with the remainder of these fee revenues applied to
other program activities, as described later in this section.

At a rate of $14 per ton with a 4,000 ton cap per pollutant, an acid rain fee imposed on
Phase I sources will generate an estimated $880,000 in 1995, and a similar amount for each of
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the next four years, until the Phase I sources are integrated into the Title V permit program (in
the year 2000) and commence paying Title V emissions fees.

Other Program Costs
Projected Annual Funding Need (1995-2005): $481,000 to $536,000

Proposed Funding Sources: Fines and penalties
Federal §.105 grant
Other revenue sources

Two program components comprise the majority of this funding category. They are:
(1) capital expenditures not included in any of the other categories; and (2) Title V legal costs.
Because of the nature of expenditures for capital equipment ~ for the most part, relatively
large one-time expenditures ~ fines and penalty revenue is an appropriate funding source for
this element. In addition, to the extent that they are available, the State should take advantage
of federal grant funds that are available for specific capital expenditure requirements. The
second component in this category. Title V legal action costs, is explicitly excluded from fee
eligibility under Title V and must be funded with other, non-Title V sources.

Note on Timing of Resource Needs and Funding

Because implementation of new program requirements is anticipated to be phased in
over a period of years, the Full Program funding requirements are projected to steadily
increase over the planning period, 1995 to 2005. However, it is difficult for the timing of
revenue flows to exactly match the timing of funding requirements. As a result, the State will
need to be able to develop and draw on reserve funds as necessary as implementation proceeds.
For example, proceeds from fines and penalties collected in the early years of the program
could be plac^ in a reserve account and applied to future years' implementation costs, as
program costs increase and other funding sources begin to wane in their ability to meet funding
needs.

Summary of Program Funding by Program Component

The financial plan presented in this study builds on the principles of creating and
maintaining funding diversity, applying the user-pay principle to the greatest extent possible,
building equity considerations into choices among funding sources, and applying a cost basis to
the assessment of all user fees where possible (See Table 5.6 for a summary of each program
component and its associated funding sources). The key to successful implementation of this
financial plan is early recognition of potential funding shortfalls in any one funding category
and replacement or augmentation of that funding source with new funding mechanisms. In
order to achieve this, it is important for the State to build and maintain a diverse funding base
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across the full air program and within as many individual program components as feasible.
For example, the State must be prepared for the possibility of federal grant support
diminishing over the planning horizon. New revenue sources must be developed to meet the
resource demands of ongoing program elements currently funded with federal funding.
Examples of such new funding sources include the Phase I fees discussed earlier, mobile
source fees, and other service-based fees. This study assumes that these funding sources will
be implemented as needed to replace and supplement current funding sources and thus to help
meet the demands of the State's expanding regulatory program.
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Table 5.6

FULL PROGRAM FUNDING BY PROGRAM COMPONENT

TITLE V PROGRAM 21.3 - $31.3 miUion

Part 70 emissions fee

Application processing & annual administration fees (Title V minor sources, $500)
Application processing fees (Title V major sources, $500)
NEW SOURCE REVIEW $1 - $1.7 million

Federal NSR Plan Approval fees

State NSR Plan Approval fees

State general revenues

Federal §.105 grant

STATE SOURCE OPERATING PERMIT $2.7 - $5 million

Application processing fees & annual administrative fees ($200)
State general revenues

MOBILE SOURCE CONTROL $3.7 - $4.9 million

State general revenues

Federal §.105 grant

Mobile source fees (inspections fee, registration fee, trip reduction plan approval fee)
COMPLAINT & EMERGENCY RESPONSE $1.4 - $2.7 million

State general revenues

Federal §.105 grant

Fines and penalties

Afew sendee fees

ASBESTOS CONTROL $340,000 - $432,000

State general revenues

Federal §.105 grant

Asbestos demolition/licensing fees

INDOOR AIR $260,000 - $358,000

State general revenues

ACID RAIN PROGRAM $102,000 - $133,000

Phase I emissions fees

OTHER $481,000 - $536,000

Fines and penalties

Federal §.105 grant

Other revenue sources
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Table 5.7 provides a summaiy of the proposed fees incorporated in the revenue
projections and financial plan presented.

PROPOSED PLAN APPROVAL A]

TABLE 5.7

ND OPERATING PERMIT FEE STRUCTUlEtE

Facility Type

Plan Approval
Operating
Permit

Application

Annual

Operating
Permit

Admin.

Title V

Emissions

State Only
Emissions

1995-1999

Title V Major
(not including Phase I
sources)

Fee based on

capital cost of
construction

project or
pollution control
equipment (rates
to be determined

by BAQC)

$500 -0- $37

(1995 fee,
w/annual CPI

adjustment,
1996-1999)

NA

Phase I Sources NA NA NA $14

Title V Minor NA NA NA NA

State Regulated $200 $200 NA -0-

2000 - 2004*

Title V Major (including
Phase I sources)

Fee based on

capital cost of
construction

project or
pollution control
equipment (rates
to be determined

by BAQC)

$615 -0- $44

(2000 fee,
w/annual CPI

adjustment,
2001-2004)

NA

Title V Minor $615 $615 -0- NA

State Regulated $250 $250 NA -0-

2005 - 2009*

Title V Major (including
Phase I sources)

Fee based on

capital cost of
construction

project or
pollution control
equipment (rates
to be determined

by BAQC)

$750 • -0- $51

(2005 fee,
w/annual CPI

adjustment,
2006-2009)

NA

Title V Minor $750 $750 -0- NA

State Regulated $375 $375 NA -0-

Fee levels shown in out years are projected levels based on anticipated CPI adjustments and are not actual fees.
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CONSIDERATION OF LEVEL PROGRAM SCENARIO

The loss of program activities under the Level Program has two likely funding
repercussions. First, as the size of the overall program is constrained, the financial demands
are also affected. As discussed earlier in this study, the cost of implementing the Level
Program is projected to be $31.2 million in 1995 and $38.6 million by 2005, as compared to
$31.3 million in 1995 and $46.9 million in 2005 under the Full Program. The Non-Title V
program elements under the Level Program are projected to require $9.9 million in 1995 and
only $9.7 million in 2005, while the Full Program requires $10 million in 1995 and $15.6
million in 2005. This i^resents a $6 million difference in 2005, or more than a 1/3 reduction
under the Level Program, as compared to the Full Program.

Second, because some of the program elements that are eliminated or reduced are
revenue-generating programs, such as permitting and enforcement, some funding sources will
be more limited. Moreover, to the extent that programs for which in the past the State has
received federal funding are cut, such as mobile source activities, federal grant support wiQ
most likely be affected. Program funding would thus refiect the change in program activities
and as a result the funding for the air program may be even more dominated by fees from
stationary sources of air pollution and state general revenues.

CONCLUDING COMMENTS ON FINANCIAL PLAN

Based on the application of the funding principles established above and the
independent, but related projections of revenues from traditional funding sources and new fees,
the State should plan for:

• maintenance or expansion of state general fund contributions to the air program;

• growth in the importance of revenue from fines and penalties to the support of air
program activities; and

•  the likelihood of needing new, less conventional funding sources, such as mobile
source fees in the near future.
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Figure 5.3 illustrates the projected magnitude of each funding source for the non-Title V
portion of the State's air quality program over the planning horizon.

Figure 5.3 NonTltle V Revenues by Source
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As the Pennsylvania air program implements the new CAAA requirements and
establishes a federal operating permit program with full cost recovery, the funding sources for
the program will change dramatically (see Figure 5.4). Title V fees, which were non-existent
in 1992, are projected to comprise 68 percent of program funding by the year 2000. At the
same time, the size of the total air program is growing. State general revenues and federal
grants, which currently make up more that 75 percent of program funding, will contribute only
21 percent by the year 2000; although, in absolute dollars, their contribution is expected to
decline only slightiy. Fines and penalties, which once made up 16 percent of program
finances, are only expected to contribute 8 percent in the year 2000, although revenues from
fines and penalties are projected increase over the period, from $2.5 million to over $4
million.

The dramatic change in the funding structure of the air program will bring with it
important financial management challenges in the near future. Fee-supported programs require
fee administration and collection staff, increased financial tracking and increase accountability.
Additionally, a more predominantly fee-supported program wiU mean less reliance on
traditional funding sources and somewhat more independence.
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Figure 5.4 Air Prog
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6. SUMMARY COMPARISON OF PROGRAM ACTIVITIES

AND FINANCIAL PLAN UNDER TBDEIEE SCENARIOS

OVERVIEW

This study examined three program scenarios, two of which are addressed throughout
the r^ort and one that is briefly introduced in this chapter for comparative purposes. The
Full Program and Level Program scenarios represent the upper and lower bounds of CAAA
and State program requirement implementation over the planning period, 1995 to 2005. The
third scenario, the Reduced Program, r^resents conditions that would result fom events
beyond the control of the Bureau or the Dq)artment of Environmental Resources. The
Reduced Program scenario would necessitate deep cuts to air program activities. Under the
Reduced Program, the State is assumed to maintain only the minimum staff level sufHcient to
comply with CAAA mandates.

In this analysis, it is assumed that all three program scenarios begin at the same base
level (approximately 350 PTEs) in 1995. Under the Full Program, the staffing level is then
projected to steadily increase to nearly 500 PTEs in 2005. The Level Program, limited a
maximum complement of approximately 416 PTEs, expands until 1999 and then levels out or
declines slightly. The Reduced Program total staffing declines until 2000 — implying layoffs
or unfilled positions of vacating personnel - but then increases through 2005 to meet Title V
requirements (see Figure 6.1).

Figure 6.1

Alternative Scenarios: Staffing Levels

500

450 -

1SS5 1SS6 1997 1998 1999 2tKn 2001 2002 2003 2004 2005

Fdl Program Level Ptogram Reduced Program

Apogee Research, Inc. Page 63



Resource Needs Analysis & Financial Pirn Final Report

WORKLOAD EFFECTS

Full and Level Program Scenarios

Under the Level Program, some program components are anticipated to be abandoned
altogether in order to fulfill the sanctionable requirements of Title V and other parts of the
CAAA. By the year 2000, the Level Complement scenario would employ 78 fewer staff than
aie projected for the Full Program (see Table 6.1). The programmatic categories most
significantly affected include:

•  complaint investigations and emergency response, which loses 14 PTEs;

•  the mobile source control program, which loses 14 PTEs; and

•  state source permitting and associated state activities, which lose 23 PTEs.

By the year 2005, in comparison to the Pull Program, the Level Program is projected to
employ 112 fewer PTEs than the Pull Program level of 502.

Reduced Complement Program

The Reduced Complement scenario is essentially a worst case picture of air program
funding. This scenario represents the loss of virtual all revenues other than those generated
through stationary source fees. The lost fund sources include state general revenues, federal
grants, and fines and penalty revenues. In the Reduced Complement Scenario, the cuts are
even deeper and more broadly experienced than in the Level Program. In the year 2000, for
example, in addition to the staff reductions noted in the Level Program, an additional 6 PTEs
may be cut from the mobile program and 13 from state source permitting, effectively
eliininating that program altogether. The net effect, in comparison to projections of the Pull
Program, is a loss of 155 PTEs by the year 2000 (160 by the year 2005).
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Table 6.1 Alternative Scenario Staff Levels iFTEs)*

2000 2005

Activities Affected by Staff High Constant Reduced High Constant Reduced

Reductions Level of Level of Level of Level of Level of Level of

Service Service Service Service Service Service

Indoor Air 3 0 0 3 0 0

Public Information & Outreach 5 4 1 5 4 0

Complaints/Emergency Req)onse 29 15 0 37 13 8

Mobile Program 29 15 9 29 12 9

Asbestos Program 4 1 0 4 1 0

State Source Activities 22 7 3 24 7 5

State Source Permitting 21 13 0 24 11 2

Non-Tide V Program Development 4 4 0 4 4 0

Non Tide V Fuel & Process Sampling 2 2 0 2 2 0

Toxics Monitoring 8 6 0 8 1 0

Emissions Trading Oversight 1 0 0 1 0 0

Management 19 15 11 19 16 9

Clerical Support 51 39 34 53 37 35

Support Agency FTEs 41 40 26 46 38 31

Total iu Affected Activities 239 160 84 258 146 98

Total in Unaffected Activities 254 254 254 244 244 244

Program Total 492 414 338 502 391 343

Net Change from High Level 78 155 112 160

♦(based on unsmoothed projections of annual program required PTEs)

FUNDD^G EFFECTS

Program levels affect funding in two ways. Most directly, program levels dictate the
required funding level. The mix of program activities, however, also affects the ability and
appropriateness of relying on specific funding sources. For instance, the difference in
program activities between the Full and Level programs might cause the State to lose funding
sources associated with eliminated activities. As mobile source activities are eliminated or not
implemented, for example, the State might lose federal grant funding associated with these
activities. Program funding would thus reflect the change in program activities and, under the
Level Program, program funding would likely be more dominated by fees from stationary
sources of air pollution and state general revenues.
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The impact of funding availability on program capabilities is clearly demonstrated by
the Reduced Program. In order to avoid the severe program cuts associated with losses of
traditional revenue sources under the Reduced Program scenario, the State should consider
developing alternative funding sources and begin integrating these funding options into current
operations.

Examples of potential new funding options include:

•  Increases to stationary source fees;

•  Mobile source fees, including:
Registration fees
Inspection fees
Automobile sales tax surcharges
Employer trip reduction plan approval fees
Automobile manufacturers fees

Gas guzzler registration fees

•  Asbestos program fees, including:
Asbestos contractor licensing fees
Commercial demolition fees

•  Additional utility acid rain fees; and

•  Air toxics use fees

As discussed in Chapter 5, some of these additional funding sources have the potential
to raise substantial revenues for the air program, with relatively limited impact on individuals
within the State. For example, a $2 vehicle registration fee could raise as much as $17 million
annually. Similarly, limited asbestos program fees could be used to make the asbestos
program self-supporting. In the event that the BAQC were to lose federal grants or state
general fund support, increased reliance on dedicated funding sources, such as those illustrated
here, would be necessary to avoid the cuts shown in the above scenarios. Therefore, the air
program should begin to integrate principles of user-pay Enancing arrangements wherever
possible and appropriate and, at the same time, to maintain a diversity of funding sources for
each program component to buffer the air program from the possible loss of any one revenue
source.
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