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Executive Summary

The federal Clean Air Act, California Health and Safety Code, and local Rules and
Regulations of the Butte County Air Quality Management District (District) establish
requirements on the District to develop, implement and enforce numerous programs
designed to achieve and maintain ambient air quality standards and protect public health.
These programs have primarily been funded from District fee sources, such as regulatory
and/or user fees (including burn permit fees, stationary source permit fees and State
subvention funding). The District does not utilize any County or City general funds or
other tax revenues.

The District is committed to ensuring the health and safety of our community by regulating
and managing air quality standards as required in State Law. A critical component of this
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responsibility involves the administration of the Permit to Operate program, which ensures
that facilities that emit certain air pollutants comply with environmental regulations to
minimize air pollution. The District assists these facilities with meeting the complex and
often changing requirements in a way that is consistent with the needs of Butte County.
This approach has allowed the District to maintain local control of these requirements and
avoid State intervention.

Current Challenge: The existing Rule 509 hourly rate ($112.35) recovers less than 65%
of the actual costs (~$165) associated with services billed at that rate. A similar
shortfall has persisted for nearly 20 years. Previously, this deficit was
supplemented through one-time revenues (like grants) or other program sources.
Increasing unfunded State mandates and requirements and increasing
operations costs over the last decade are challenging the District’s ability to
manage these liabilities and meet District requirements moving forward. This
significant deficit poses several challenges:

1. Financial Strain: The disparity between the costs of services billed at the hourly rate
and the revenue generated by that rate results in a financial strain on the District’s
budget. This strain limits our ability to allocate resources to other vital programs and
initiatives aimed at improving air quality (e.g., facility support, matching grants
funds, public outreach).

2. Sustainability Concerns: Maintaining the Rule 509 hourly rate at its current level is
financially unsustainable. The ongoing use of one-time revenues to subsidize
services billed at the hourly rate detracts from other essential services and creates
long-term fiscal imbalances.

Compliance Assistance and Enforcement: Adequate funding is crucial to maintain
local control, a level playing field for facilities, and monitoring and enforcement
activities. Under-recovery through the hourly rate can compromise our ability to
ensure that all facilities adhere to the same air quality standards, potentially leading
to unfair business advantages, increased pollution, and health risks for the
community. Districts that fail to meet the requirements are also subject to State
intervention.

o

4. Growth of Unfunded Accrued Liability (UAL): Failure to improve hourly rate cost
recovery will result in an inability to make additional contributions toward the
District UAL. As the UAL grows, so does the financial burden on the District, leading
to higher future required contributions and interest costs, further exacerbating our
long-term fiscal challenges.
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Decreased Financial Flexibility: The lack of additional revenue will reduce the
District’s financial flexibility. This inflexibility will hinder our ability to respond to
unforeseen financial needs, invest in capital improvements, or fund other post-
employment benefits (OPEBs), potentially leading to increased borrowing or
deferred maintenance and investment costs.
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Rationale for Fee Increase: The purpose of adjusting the hourly rate under Rule 509 is
to bring hourly rate cost recovery closer to the District’s target of 90%, as required for
long-term fiscal sustainability and to maintain a high standard of regulatory service.

A recalibration of the hourly rate is necessary to ensure that the costs of services
billed at that rate are more appropriately aligned with hourly rate revenues. State
law authorizes annual fee increases but limits them to no more than 15% in any
given year. While this cap restricts the pace at which full cost recovery can be
reached, it does not prevent the District from making incremental and responsible
adjustments as part of a multi-year strategy. A rate increase at or near the allowable
threshold will move hourly rate cost recovery closer to the District’s 90% target
while remaining fully compliant with statutory limitations.

Increasing the hourly rate also supports transparency and fairness. The cost of providing
permitting services has increased due to inflation, staff time, expanded regulatory
requirements, and necessary investments in program modernization. Without adjustment,
the burden of these rising costs falls disproportionately on the District’s general revenue
sources rather than on the entities that directly receive District services.

Implementing a measured increase within the 15% statutory limit will help stabilize
funding for services billed at the hourly rate, ensure the District can meet state and
federal obligations, and reduce reliance on non-hourly-rate funding sources. This
action represents a balanced, legally compliant and fiscally responsible step toward
achieving true cost recovery while maintaining the high level of service expected
by regulated entities and the public.

Fee Rule Amendments History (since 2000): Rule amendments in 2001 authorized a 50%
reduction in permit to operate fees if the equipment under permit did not operate in the
previous year. Rule amendments in 2006 authorized an annual CPI adjustment to the
hourly rate. In 2023 a Gas Dispensing Facilities (GDF) throughput fee was authorized. In
2024 a Permit to Operate cost recovery surcharge was authorized.

Conclusion: The proposal to increase Rule 509 Subject Research Fees and Hourly Rate
provides a strategic and necessary step to ensure the continued effectiveness and
sustainability of services funded through the District’s hourly rate. By improving hourly
rate cost recovery, the District can maintain high standards of air quality management,
protect public health, and ensure a fair and equitable distribution of costs. The District
remains commiitted to transparency and stakeholder engagement throughout this
process, providing opportunities for feedback and discussion as we move to implement
these essential proposed changes.

1.0 PROGRAM MANDATES AND REQUIREMENTS

The Butte County Air Quality Management District (District) regulates and enforces various State,
local and federal air pollution regulations. The regulations are implemented through various
programs, many of which are mandated by State and federal statute. Funding for these programs
is primarily through permit fees, State subvention and surcharges on motor vehicle registrations.
No local general funds are utilized.
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Proposition 26 was adopted by the voters in Calitornia on November 2, 2010, and restricts the
ability of state and local agencies to raise revenues to fund government services, facilities, and
programs. Proposition 26 generally defines all “fees” as “taxes” with noted exceptions including
Regulatory Fees. For taxes proposed by local governments, if the tax is a general tax requires a
majority vote of the electorate and if it is a special tax, it requires a 2/3 voter approval. A
Regulatory Fee is defined as “A4 charge imposed for the reasonable regulatory costs to a local
government for issuing licenses and permits, performing investigations, inspections and audits,
enforcing agricultural marketing orders, and administrative enforcement and adjudication
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