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3 FTE 114.0 0.0 114.0 0.0 0.0
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05. Water Quality GF $548,464 $0 $548,464 ($62,569) ($62,569)
Control Division, (A)
Administration - CF $379,565 30 $379,565 $62,569 $62,569
Administration RF $0 $0 50 30 30
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Total $223,085 $0 $223,095 $0 $0
FTE 1.5 0.0 1.5 0.0 0.0
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FF $20,000 50 $20,000 $10,809 $10,808
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R-01 Clean Water Sectors Funding Letternote Adjustments

(5. Water Quality Control Division, (B} Clean Water Sectors:

a This amount shall be from the Commerce and Industry Sector Fund created In Section 25-8-
502{1.5){(a){l}, C.RS.

b This amount shalf be from the Construction Sector Fund created in Section 25-8-502(1.5)(a){}i),
C.RS.

¢ This amount shall be from the Municipal Separate Storm Sewer System Sector Fund created in
Section 25-8-502(1.5){a)(IV), C.RS.

d This amount shall be from the Pesticides Sector Fund created in Section 25-8-502{1.5){a){lll), C.R
S. :
e This amount shall be from the Public and Private Utilities Sector Fund created in Section 25-8-

502(1.5)(a)(V), C.R.S.

f This amount shali be from the Water Quality Certification Sector Fund created in Section 25-8-
502{1.2)(a), C.RS.




COLORADO

. Priority: R-1
Department of Public Health Clean Water Sectors Funding
and Environment FY 2017-18 Funding Request

Cost and FTE

e The Colorado Department of Public Health and Environment requests that the Joint Budget
Committee sponsor legislation to adjust funding and provide commensurate fee increases for the
Clean Water Program in its Water Quality Control Division.

e The Department seeks $433,042 General Fund, $774,965 Cash Fund, and net $0 Federal Fund
adjustments spending authority in FY 2017-18 and on-going to continue to provide the same level of
services to its stakeholders.

Current Program

e The Clean Water Program is established by statute in the Water Quality Control Act, and is
delegated authority by the Environmental Protection Agency to control pollution in state waters.

e The program issues waste water discharge permits and, if necessary, takes enforcement action to
ensure compliance with water quality standards, as well as monitoring the pollutant levels in rivers,
streams, and other bodies of water.

Problem or Opportunity

e The Department is in need of changes to adequately fund the Clean Water Program.

e House Bill 16-1413 provided a one-time General Fund allocation of $1,208,007 so the Department
could maintain services while working with stakeholders on a proposal to adjust funding for the
Clean Water Program.

Consequences of Problem

e If funding is not adjusted, the Department will be required to reduce FTE, which will reduce the
Department’s ability to provide timely services, and may result in less protection of public health
and the environment such as recreational water and drinking water supplies.

o Stakeholders will experience a notable decrease in compliance assistance activities, project delays
because of an increasing backlog in processing permit and design review applications, a decline in
stakeholder outreach for regulation and policy development, and potential loss of public health and
environmental protections because of fewer inspections of regulated facilities.

Proposed Solution

e If this request to adjust funding is approved, the Department will be able to maintain the current
level of service provided in the Clean Water Program, meaning permits will be processed,
inspections will be conducted, technical/compliance assistance will be provided, and stakeholder
involvement throughout all parts of the program will be maintained, thereby continuing
collaborative work practices and better protecting public health and the environment.
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Request Detail: Clean Water Sectors Funding

Summcahr;/nc:]felfr:) crrle:r\r;ezn(;tiI?i%ndmg Total Funds | General Fund | Cash Funds
Clean Water Sectors Line $1,208,007 $495,611 $712,396
Administration Line $0 -$62,569 $62,569
Total $1,208,007 $433,042 $774,965

\ Problem or Opportunity: \
The Colorado Department of Public Health and Environment requests that the Joint Budget Committee
sponsor legislation to adjust funding and provide commensurate fee increases for the Clean Water Program
in its Water Quality Control Division. The Department seeks $433,042 General Fund,$774,965 Cash Fund,
and net $0 Federal Fund adjustments to spending authority in FY 2017-18 and on-going to maintain service
levels for its stakeholders over the next five years. In the FY 2015-16 Long Bill, the Clean Water Program
was divided into the following six sectors:

Commerce and Industry

Construction

Municipal Separate Storm Sewer System (MS4)
Pesticides

Public and Private Utilities

Water Quality Certification

The Department is in need of changes to adequately fund the Clean Water Program. House Bill 16-1405
(the Long Appropriations Bill) included a reduction in funding for the Clean Water Program. In addition,
House Bill 16-1413 provided a one-time General Fund allocation of $1,208,007 so the Department could
maintain services while working with stakeholders on a proposal to adjust funding for the Clean Water
Program. The one-time General Fund allocation was offset by funding from the Department’s Water
Quality Improvement Fund to maintain services for the Commerce and Industry, MS4, and Public and
Private Ultilities sectors.

The Clean Water Program is established by statute in the Water Quality Control Act, and is delegated
authority by the United States Environmental Protection Agency (EPA) to control pollution in state waters.
If funding is not adjusted the Department will be required to reduce FTE. This will reduce the
Department’s ability to provide timely services, and may result in less protection of public health and the
environment such as recreational water and drinking water supplies. Stakeholders will experience a notable
decrease in compliance assistance activities, project delays because of an increasing backlog in processing
permit and design review applications, a decline in stakeholder outreach for regulation and policy



development, and potential loss of public health and environmental protections because of fewer
inspections of regulated facilities.

One aspect of the Clean Water Program is the issuance of water quality permits and the collection of cash
fees for these permits. Cash fees are set in statute and cannot be increased without a change in legislation.
Over the last nine years, the Department has been unsuccessful in securing the required legislative changes
necessary to cover the actual cost of fulfilling its statutory obligations. The last cash fee adjustment for the
Department was in FY 2007-08. House Bill 07-1329 equalized cash fees and services and added 4.0 FTE
to the program.

During the 2014 Legislative Session, the Joint Budget Committee (JBC) proposed Senate Bill 14-134 to
modernize the program’s outdated cash fee structure and to increase cash fees to sustain the program over a
three-year period. The bill was postponed indefinitely with direction from the Legislature to establish a
cash fee stakeholder process between the Department and the regulated community. The stakeholder
process began in July 2014. After the introductory meetings, the Department worked with stakeholders and
held individual meetings for distinct wastewater generating sectors to thoroughly address specific concerns
within each area and to improve financial transparency. Six sector workgroups were formed: Commerce
and Industry, Construction, MS4, Public and Private Utilities, Pesticides, and Water Quality Certification.
Over a six month period, the Department held 34 meetings totaling 56 hours of formal dialogue between
the Department and its stakeholders.

At the conclusion of the 2014 stakeholder process, the Department requested each participant to complete a
sector specific survey to gain feedback on the overall stakeholder process, modernization of the cash fee
structure, and implementation of a cash fee increase to sustain the program over the next three years. At
the end of the process, there was no consensus among stakeholders to support a bill to increase cash fees
during the 2015 Legislative Session. However, House Bill 15-1249 was proposed and adopted in place of a
comprehensive cash fee increase. The legislation revised the existing cash fee structure to create five
sectors: Commerce and Industry; Construction; Public and Private Utilities (includes MS4); Pesticides; and
Water Quality Certification. Although the bill did not increase cash fees for any sector in FY 2015-16, new
cash fees were created in FY 2016-17 for the Water Quality Certification, Pesticides, and Construction
sectors. The bill did not increase cash fees for Commerce and Industry or Public and Private Utilities
(includes MS4s).

In addition to the changes provided by House Bill 15-1249, the Clean Water section of the Long Bill was
expanded to include separate line items for each of the sectors identified above (with the addition of a
Municipal Separate Storm Sewer System sector). With this new expanded structure, the Department is able
to collect and report both revenue and expenditure data for each sector. This improved financial
transparency and assisted in determining the proper cash fees needed for each sector moving forward. By
tracking specific expenditures by sector, cash fees can be adjusted proportionally within each sector to
ensure that sufficient revenues are collected to cover its own specific costs. In this way, varying cash fee
adjustments can be made to ensure that each sector is paying its “fair share” by generating enough cash
revenue to cover its own costs, and eliminating the need for one sector to subsidize another. This has the
ultimate effect of ensuring the program is able to carry out the legislative intent of the program as described
in Section 25-8-102, C.R.S. and furthermore, ensuring that the State is able to meet the minimum
requirements necessary to remain an EPA delegated water quality control program.

As part of the Department’s FY 2016-17 budget request, the Division sought a $1,208,007 General Fund
appropriation in FY 2016-17, and a $1,318,302 General Fund appropriation in FY 2017-18 to sustain the
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program through FY 2017-18 when the Department intended to seek legislative change to increase fees for
the Clean Water Program. For FY 2016-17, the Department’s cash spending authority was reduced as part
of House Bill 16-1405 (the Long Appropriations Bill) because cash revenue was not available to support
the spending authority in previous budgets. In addition, the Joint Budget Committee proposed House Bill
16-1413 and this bill was adopted. House Bill 16-1413 separated the Municipal Separate Storm Sewer
Sector from the Public and Private Utilities sector and created six separate cash funds for each of the clean
water program sectors. In addition, House Bill 16-1413 implemented a one-time General Fund
appropriation offset by $1,208,007 from the Department’s Water Quality Improvement Fund to maintain
services for the Commerce and Industry, MS4, and Public and Private Utilities sectors. In addition, House
Bill 16-1413 required that during the 2016 interim, the Department conduct a stakeholder process regarding
the appropriate and necessary fees that each subcategory of each sector should pay to enable each sector to
be adequately funded by fees collected from that sector. House Bill 16-1413 also directed the Department
to submit a legislative proposal to the Joint Budget Committee by November 1, 2016 concerning its
conclusions regarding changes to the fee structure.

The Department began the stakeholder process required by House Bill 16-1413 in May 2016, and
concluded the effort in August 2016. The Department conducted three stakeholder meetings. The first
meeting focused on an overview of the problem, a discussion of an initial set of Department
recommendations, and starting scenario for discussion purposes that was focused on the General Fund to
cash funds mix to fund the total costs associated with each Clean Water Sector. During the second
meeting, the Department presented four scenarios with different General Fund to cash fund mixes for each
Clean Water Sector and a resulting cash fee change for each Clean Water Sector. At the final meeting, the
Department presented its proposal based on feedback from the first two meetings and online surveys. The
Department conducted an additional online survey after the third meeting to seek feedback on the
Department’s proposal. The Department’s proposed solution summarized in the following section takes
into account feedback received as part of the stakeholder effort.

Proposed Solution:

The Colorado Department of Public Health and Environment’s Water Quality Control Division seeks
$433,042 in General Fund and $774,965 in Clean Water Sectors cash funding in FY 2017-18 and on-going
to maintain funding for the Clean Water Program.

The department’s proposed solution consists of the following elements:

1. Joint Budget Committee sponsored legislation. The Department requests that the JBC sponsor
legislation that maintains funding and provides commensurate fee increases for the Clean Water
Program in FY 2017-18 and on-going.

2. Clean Water Sector cash fees remain in statute. Alternatives to maintaining the cash fees in
statute were explored in the 2014 stakeholder process. The stakeholders feel very strongly that cash
fees should remain in statute.

3. Sector structures remain the same. The existing Clean Water Sectors and their associated
categories and subcategories do not require changes at this time.

4. Services remain the same, for now. The Department’s request would sustain existing services.
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5. Cash fee changes be based on a five-year forecast. The Department recommends using the
Consumer Price Index for the Denver-Boulder-Greeley metropolitan area to develop a five-year
forecast, and that this forecast should be included in the proposed fee increases.

6. Cash fee changes be based on developing a 10 percent fund balance for each Clean Water
Sector over a five-year period. The Department is allowed by statute to develop up to a 16.5
percent fund balance (or two month reserve) to allow for smooth transition between fiscal years.
This reserve would ensure that fluctuations in revenue due to slow economic trends would not
adversely affect continued activity and Department function on an ongoing basis. This applies
especially to the construction and commerce and industry sectors which can experience dips in
revenue and movement of business based on Colorado’s economic trends.

7. Cash fee changes be based on General Fund/Cash Fund ratios specific to each sector. Table 1
below summarizes the Department’s proposed General Fund to Cash Fund ratio for each Clean
Water Sector.

Table 1 Department’s Proposed General Fund to Cash Fund Ratios

Sector General Fund Cash Funds
Commerce and Industry 50% 50%
Construction 20% 80%
MS4 50% 50%
Pesticides 94% 6%
Public and Private Utilities 50% 50%
Water Quality Certification 5% 95%

The concept of developing sector specific General Fund to Cash Funds ratios for the Clean Water
Sectors was presented by Joint Budget Committee staff as part of the FY2016-17 Staff Budget
Briefing. The Department applied this concept as part of the stakeholder effort that led to the
development of this proposal. At the first stakeholder meeting, the Department presented a starting
scenario that was based on the Joint Budget Committee's FY 2016-17 Staff Budget Briefing. The
General Fund to cash funds ratios included as part of the starting scenario were Commerce and
Industry — 25/75, Construction - 25/75, MS4 — 75/25, Pesticides 50/50, Public and Private Utilities —
75/25, and Water Quality Certifications — 25/75. Based on stakeholder input, the Department
explored other scenarios and examined their impact on the General Fund.

The scenarios explored by the Department were focused on the General Fund to Cash Funds ratios
for the Commerce and Industry, MS4, and Public and Private Utilities sectors. For the
Construction, Pesticides, and Water Quality Certification sectors the Department recommendation
was based on the following ratio justifications:

e Construction: The recommended General Fund to Cash Fund ratio is 20 percent General Fund
and 80 percent Cash Funds. As part of the Senate Bill 14-134 stakeholder process, the
Construction sector worked with the Department to establish new fees that went into effect on
July 1, 2016. The General Fund to Cash Funds ratio was set so that there would not be a fee
increase for this sector. Based on recent cash revenue information and with the recommended
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General Fund to Cash Funds ratio this sector's current cash fees are such that they should cover
the five-year growth projection and develop a fund balance over a five-year period.

Pesticides: The recommended General Fund to Cash Fund ratio is 94 percent General Fund and
6 percent Cash Funds. As part of the Senate Bill 14-134 stakeholder process, the Pesticides
sector worked with the Department to establish new cash fees that went into effect on July 1,
2015. The Department understood at that time that the cash fees established for this sector
would not cover the entire costs associated with this sector and understood that General Fund
would be required to support the Division's efforts for this sector. The General Fund to Cash
Funds ratio was set so there would be a cash fee increase of two percent for this sector which
would allow for Development of a fund balance over a five-year period.

Water Quality Certification: The recommended General Fund to Cash Fund ratio is five
percent General Fund and 95 percent Cash Funds. As part of the Senate Bill 14-134 stakeholder
process, the Water Quality Certification sector worked with the Department to establish new
cash fees that went into effect on July 1, 2016. The Water Quality Certification sector has four
tiers of cash fees. The Department recommends a two percent increase in cash fees for Tier 1
and Tier 2 in order to develop a fund balance. For Tiers 3 and 4, the Department receives fees
to cover actual costs. The Department recommends a five percent General Fund to 95 percent
Cash Fund ratio for this sector because this is a new cash revenue source for the Department and
there is uncertainty about the amount of revenue that will be generated by this sector. The
General Fund would also support start-up activities for this sector such as establishing a billing
system and educating applicants about the required fees.

At the second meeting, the Department and the stakeholders explored four scenarios for the
Commerce and Industry, MS4, and Public and Private Utilities sectors as summarized in Table 2.
The four scenarios explored included:

Scenario 1: Adjust Clean Water Program funding by replacing the $1,208,007 with cash fees
only.

Scenario 2: Adjust Clean Water Program funding by replacing the $1,208,007 with General
Fund and cash funds to maintain the General Fund to cash funds ratios in HB16-1405.

Scenario 3: Adjust Clean Water Program funding by replacing the $1,208,007 with General
Fund and cash funds to maintain a 50/50 General Fund to cash funds ratio.

Scenario 4: Adjust Clean Water Program funding by replacing the $1,208,007 with General
Fund only. The fee change in scenario four accounts for five-year growth and developing a fund
balance.

Table 2 Scenario Summary?

Sector Scenario 1 Scenario 2 Scenario 3 Scenario 4
General Fee General Fee General Fee General Fee
Fundto | Change | Fundto | Change | Fundto | Change | Fundto | Change
Cash Fund Cash Fund Cash Fund Cash Fund
Ratio Ratio Ratio Ratio
Commerce
and 46%/54% 74% 49%/51% 65% 50%/50% 61% 67%/33% 7%
Industry

! This information differs from the handouts provided in the second stakeholder meeting due to changes in the indirect, consumer

price index, and fund balance assumptions made after the second meeting based on stakeholder feedback.
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Table 2 Scenario Summary*

Sector Scenario 1 Scenario 2 Scenario 3 Scenario 4
General Fee General Fee General Fee General Fee
Fundto | Change | Fundto | Change | Fundto | Change | Fundto | Change
Cash Fund Cash Fund Cash Fund Cash Fund
Ratio Ratio Ratio Ratio
MS4 30%/70% 82% 44%/56% 46% 50%/50% 30% 59%/41% 6%
Public and
Private 27%I73% 7% 60%/40% -2% 50%/50% 22% 57%/43% 6%
Utilities

As part of the stakeholder effort, consensus was not reached by sector representatives and the
Department with the respect to the appropriate General Fund to Cash Funds ratio for each sector.
Sector representatives had the opportunity to advocate for their preferred General Fund to Cash
Funds ratio during the stakeholder effort, but were reluctant to do so. In addition, there was no
consensus with respect to the scenarios summarized in Table 2. Consequently, the Department
proposed the General Fund to Cash Funds ratio presented in Table 1 at the third stakeholder
meeting. The Department recommends a 50/50 General Fund to Cash Fund ratio for the Commerce
and Industry, MS4, and Public and Private Utilities sectors based on the following factors:

e The General Fund impact associated with Scenario 3 is less than Scenarios 2 and 4. Scenario 1
has the least impact on the General Fund but it received very little support from stakeholders.
Although stakeholders and the Division did not reach consensus on a particular scenario, the
majority of stakeholders were in favor of additional General Fund participation when addressing
restoration of Clean Water Program funding.

e The Department considers the recommended ratios a baseline. If a sector works with the
Department on developing new services in the future, the Department assumes those new
services would be cash funded. As a result, the ratio of General Fund to Cash Funds for these
three sectors may change in the future. For example, as part of House Bill 15-1249, the
Construction sector worked with the Department on funding new services that are cash funded.

e Many activities required by the Clean Water Act and Water Quality Control Act performed by
the Clean Water Program provide benefits to the state of Colorado beyond regulating the
sector's permittees. Examples include responding to spills to state waters, developing water
quality goals for streams and lakes, monitoring streams and lakes, developing plans to restore
water quality for streams that do not meet water quality goals, and enforcement of regulations.
The pollutants addressed by these activities are most closely tied to the Commerce Industry,
MS4, and Public and Private Utilities sectors. For example, one of the Department's priorities
for restoring water quality is focused on bacteria in urban waterways and this is tied to the MS4
sector. The Department is continuing to address nutrient management statewide and these
efforts are tied to the Commerce and Industry, MS4, and Public and Private Utilities sectors.

The Department recommends cash fee increases for all Clean Water Sectors except the
construction sector. The recommended cash fee increase for each sector as summarized in Table 3
below. These increases will require a statutory change. Appendix A provides a list of current cash
fees and the proposed changes based on the fee increases shown in Table 3.

Table 3 Department Recommended Cash Fee Increases

Clean Water Sector ‘ Fee Increase ‘ Cash Revenue Increase
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Commerce and Industry 61% $602,129
Construction 0% $0
MS4 30% $42,923
Pesticides 2% $0
Public and Private Utilities 22% $213
Water Quality Certification* 2* $437,996

*For Water Quality Certifications, the department recommends that Tier 1 and Tier 2 fees for
water quality certifications be increased by 2% to build a fund balance for this sector over a five-
year period. Tier 3 and Tier 4 fees are based on recovering actual costs.

As part of the online survey that was conducted after the third stakeholder meeting, the Colorado
Association of Commerce and Industry (CACI) commented that the Department should recommend
an amount of General Fund for the Commerce and Industry Sector that would be commensurate
with a 30 percent fee increase versus a 61 percent increase. The Department calculated the General
Fund to cash funds ratio that would address this comment. A 30 percent increase, rather than the
Department’s proposed 61 percent increase would result in a 57 percent to 43 percent General
Fund to cash funds ratio. The Department's request for General Fund highlighted in item 8 is a 17.2
percent increase in the amount of General fund compared to the Fiscal Year 2016-17 budget. If the
Department recommended the amount of General Fund required to address CACI's comment the
General fund increase would be 22.7 percent or $139,153. Therefore, the Department did not
include CACI's recommendation as part of this request.

9. The Department recommends a July 1, 2017 effective date for fee increases. An effective date
beyond July 1, 2017 would result in the Department requesting additional general fund to maintain
services until the fees are changed and is therefore not recommended.

Appendix B includes a summary of stakeholder feedback on the Department proposal. Feedback is neutral
to positive. Appendices C through F provide additional information developed during the Department's
outreach efforts during May through August 2016.

If this request is not approved, the Clean Water Program would not have sufficient funding to continue its
current level of operations through FY 2017-18 and on-going. In order to stay within the Department's
estimated revenue projections, an equivalent reduction of 9.4 FTE in the Clean Water Program would be
required starting in FY 2017-18.

A reduction of 9.4 FTE would diminish the Department's ability to provide timely services and may result
in less protection of public health and the environment. Stakeholders will experience a notable decrease in
compliance assistance activities, project delays because of an increasing backlog in processing permit and
design review applications, a decline in stakeholder outreach for regulation and policy development, and a
potential loss of public health and environment protections because of few inspections of regulated
facilities. The reductions that will be necessary if this request is not approved are summarized in Table 4.

Table 4 Activities that will be reduced if request not approved

Activities Reduced Commerce MS4 Public and Total
and ($ and Private ($ and
Industry FTE) Utilities FTE)
($ and ($and FTE)
FTE)
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Table 4 Activities that will be reduced if request not approved

Activities Reduced Commerce MS4 Public and Total
and ($and Private ($and
Industry FTE) Utilities FTE)
($ and ($and FTE)
FTE)
Compliance assistance and assurance: reduction
in inspections, eliminate review of MS4 permit 0.9 0.2 20 31
report, reduce inspection follow-up, eliminate ) ' : '
compliance assistance, and reduce settlement $119,516 $19,919 $258,950 | $398.385
negotiations
Timeliness of service: reduce permit actions, 0.8 01 19 58
reduce engineering reviews, and reduce business i ' ' '
technology services. $107,950 $17,991 $233,891 | $359,832
Regulation, policy, and permit development
services: reduction in outreach associated with
TotaIIMaximum Daily Loadds, eliminate 10 0.2 93 35
sampling to support permit development, . ' ' '
eliminate Water Quality Forum work group $134,936 $22,490 $292,364 | $449,790
activities, and eliminate outreach and
communication during permit development.
Total ($ and FTE) 2.7 0.5 6.2 9.4
$362,402 $60,400 $785,205 | $1,208,007

Anticipated Outcomes:

If this request to adjust funding is approved, the Department will be able to maintain the current level of
service provided in the Clean Water Program. This means that permits will be processed, inspections will
be conducted, technical/compliance assistance will be provided, and stakeholder involvement throughout
all parts of the program will be maintained thereby continuing collaborative work practices and better

protecting public health and the environment.

\ Assumptions and Calculations:

In developing the fee changes, there are five components considered in the calculations:

Department POTS.
Department indirect.

arODE

Water Quality Control Division’s Administration line in House Bill 16-1405.
Water Quality Control Division’s Clean Water Sectors line in House Bill 16-1405.
Replace funding provided in House Bill 16-1413.

Cash fee increases are summarized in Appendix G and were calculated using the following steps:
e While keeping the total by each sector the same, redistribute the General Fund, cash funds and
federal funds for both House Bill 16-1405 and House Bill 16-1413 to match the General Fund/cash

fund splits summarized in Table 1.

e Assumed $329,941 General Fund and $318,013 cash funds of the Water Quality Control Division’s
Administration line in House Bill 16-1405 is related to the Clean Water Sectors and that the total of
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these administration funds does not increase but are redistributed based on the General Fund to cash
funds ratios.

e Assumed POTS at 22 percent of Sector and Administration personal services. Personal services is
assumed at 99 percent of the sector program lines and 90 percent of the Administration program
line related to the sectors.

e Assumed an indirect rate of 25.5 percent for both General Fund and cash fund expenses and 24.4
percent for federal fund expenses.

o Isolated the cash fund cost and then applied a five-year average growth factor and an additional two
percent to develop a fund balance to get the total cash expenses.

e The total cash expenses were compared to the revenue for each sector fund and the difference was
used to calculate the fee increase needed for each sector.

e The calculations for General Fund also includes a 25.5 percent indirect rate to be directly
appropriated to the Department’s Administration personal services line.

e The total cost for both General Fund and cash funds includes POTS and indirect but are not a part of
this request. These costs will be requested through the Department's budget request outside of this
decision item.

Appendix H summarizes the Department’s request for the Water Quality Control Division's Administration
and Clean Water Sectors lines. The differences between this year's long bill and the Department's request is
summarized in this appendix and Table 5 below. To align the Water Quality Control Division’s
Administration line with the recommended funding splits for each sector, an incremental decrease in
General Fund of $62,569 and an increase in cash funds of $62,569 is needed. This request does not affect
the Administration total, but does impact the allocation of funding sources.

Table 5 Summary of Funding Request

Sector HB16-1405 Spending FY 2017-18 Request Difference between
Authority FY 2016-17 and 2017-
18
General Cash General Cash General Cash

Fund Funds Fund Funds Fund Funds
Administration Line $548,464 $379,565 | $485,895 $442,134 | ($62,569) $62,569
Commerce and $687,209 $725,873 | $869,437 $869,438 | $182,228 | $143,565
Industry
Construction $335,081 | $1,007,180 | $260,203 | $1,056,306 | ($74,878) $49,126
MS4 $62,468 $80,545 | $103,026 $103,025 $40,558 $22,480
Pesticides $0 $17,600 $95,543 $5816 $95,543 | ($11,784)
Public and Private $1,103,322 $747,584 | $1,346,442 | $1,346,442 | $243,120 | $598,858
Utilities
Water Quality $0 $203,095 $9,040 $183,246 $9,040 | ($19,849)
Certifications
Total $2,736,544 | $3,231,442 | $3,169,586 | $4,006,407 | $433,042 | $774,965

Beginning with FY 2016-17, each sector has its own cash fund. It is assumed that each cash fund will have
a zero balance at the end of FY 2016-17 because there is not sufficient revenue to cover the expenses.
House Bill 16-1413 has provided one year of funding to cover the revenue shortfall. The requested year,
FY 2017-18 assumes the revenue will be generated from the recommended fee increases along with a fund
balance of 2 percent. The cash flow information is summarized in Appendix I.
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Fee schedule




Appendix A: Recommended Cash Fee Schedule Changes

Facility Categories and Subcategories for the Commerce and Industry Sector

Proposed
FY 2016- Annual
17 Fees Fee
| Sand and Gravel and placer mining
A Pit dewatering only $500 $805
B Pit dewatering and/or wash-water discharge $570 $918
C Mercury use with discharge impact $640 $1,030
D Storm water discharge only $435 $700
II Coal mining
A Sedimentation ponds, surface runoff only $980 $1,578
B Mine water, preparation plant discharge $1,320 $2,125
Il Hardrock mining
A Mine dewatering from 0 up to 49,999 gallons per day $1,140 $1,835
B Mine dewatering from 50,000 up to 999,999 gallons per day $2,150 $3,462
C Mine dewatering from 1,000,000 gallons per day or over $3,280 $5,281
D Mine dewatering and milling with no discharge $3,280 $5,281
E Mine dewatering and milling with discharge $9,880 $15,907
F No discharge $1,140 $1,835
G Milling with discharge from 0 up to 49,999 gallons per day $3,350 $5,394
H Milling with discharge from 50,000 gallons per day or greater $6,680 $10,755
IV Oil Shale
A Sedimentation ponds, surface runoff only $1,990 $3,204
B Mine water from O up to 49,999 gallons per day $2,150 $3,462
C Mine water from 50,000 up to 999,999 gallons per day $2,670 $4,299
D Mine water from 1,000,000 gallons per day or over $2,600 $4,186
E Mine water and process water discharge $9,880 $15,907
F No discharge $1,830 $2,946
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Facility Categories and Subcategories for the Commerce and Industry Sector

Proposed
FY 2016- Annual
17 Fees Fee
V General permits
A Sand and gravel with process discharge and storm water $270 $435
B Sand and gravel without process discharge - storm water only $75 $121
C Placer mining $520 $837
D Coal mining $780 $1,256
E industrial - storm water only $185 $298
F Active mineral mines less than ten acres - storm water only $125 $201
G Active mineral mines - ten acres or larger - storm water only $375 $604
H Inactive mineral mines - storm water only $75 $121
| Department of transportation -
sand and gravel storm water permit $4,360 $7,020
J Coal degasification - process water from 0 up to 49,999
gallons per day $2,150 $3,462
K Coal degasification - process water from 50,000 up to 99,999
gallons per day $3,280 $5,281
L Coal degasification - process water more than 100,000
gallons per day $9,880 $15,907
VI Power plants
A Cooling water only, no discharge $1,140 $1,835
B Process water from 0 up to 49,999 gallons per day $2,150 $3,462
C Process water from 50,000 up to 999,999 gallons per day $3,280 $5,281
D Process water from 1,000,000 up to 4,999,999 gallons per day $9,880 $15,907
E Process water from 5,000,000 gallons per day or over $9,880 $15,907
VIl Sugar processing
A Cooling water only, no discharge $1,210 $1,948
B Process water from 0 up to 49,999 gallons per day $1,480 $2,383
C Process water from 50,000 up to 999,999 gallons per day $3,700 $5,957
D Process water from 1,000,000 up to 4,999,999 gallons per day $9,880 $15,907
E Process water from 5,000,000 gallons per day or over $9,880 $15,907
VIl Petroleum refining
A Cooling water only, no discharge $1,140 $1,835
B Process water from 0 up to 49,999 gallons per day $2,560 $4,122
C Process water from 50,000 up to 999,999 gallons per day $3,285 $5,289
D Process water from 1,000,000 up to 4,999,999 gallons per day $9,880 $15,907
E Process water from 5,000,000 gallons per day or over $9,880 $15,907
IX Fish hatcheries $820 $1,320
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Facility Categories and Subcategories for the Commerce and Industry Sector

FY 2016-
17 Fees
X Manufacturing and other industry
A Cooling water only $1,140
B Process water from 0 up to 49,999 gallons per day $2,150
C Process water from 50,000 up to 999,999 gallons per day $3,280
D Process water from 1,000,000 up to 4,999,999 gallons per day $9,880
E Process water from 5,000,000 up to 19,999,999 gallons per day $12,140
F Process water 20,000,000 gallons per day or over $19,760
G No discharge $1,480
H Amusement and recreation services $1,480
Xl Individual Industrial Storm-Water Permits
A Individual industrial - less than ten acres $295
B Individual industrial - ten acres or more $375
C Individual industrial - storm water only -
international airports $6,220
XII Minimal discharge of industrial or commercial wastewaters-
general permit $630
X Preliminary effluent limitations for individual permits
A Less than 100,000 gallons per day $2,100
B 100,000 to 999,999 gallons per day $4,200
C 1,000,000 to 9,999,999 gallons per day $6,300
D 10,000,000 or more gallons per day $8,400
XIV Preliminary effluent limitations for general permits
From O up to 1,000,000 gallons per day $1,050

Note: This group includes preliminary effluent limitations for minor
domestic facilities that discharge to: Unclassified waters; class 2
(aquatic life) streams with a zero low flow; or class 2 (aquatic life)
streams with a low flow greater than zero.

XV Preliminary effluent limitations for discharges to
groundwater
A Minor Facilities (less than 1,000,000 gallons per day)
B Major Facilities (at least 1,000,000 gallons per day)

XVI Review of preliminary effluent limitations for individual
permits (professionally prepared by others)
A Minor Facilities (less than 1,000,000 gallons per day)

$525
$840

$1,575

Proposed
Annual
Fee

$1,835
$3,462
$5,281
$15,907
$19,545
$31,814
$2,383
$2,383

$475
$604

$10,014

$1,014

$2,562
$5,124
$7,686
$10,248

$1,281

$641
$1,025

$1,922
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Facility Categories and Subcategories for the Commerce and Industry Sector

Proposed
FY 2016- Annual
17 Fees Fee
B Major Facilities (at least 1,000,000 gallons per day) $3,150. $3,843
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Facility Categories and Subcategories for the Construction Sector

FY 2016-
17 Fees
| General permits
Department of transportation - storm water construction
discharges from projects for which the department of
transportation is the permittee - statewide permit $9,400
Il Preliminary effluent limitations for individual permits
A Less than 100,000 gallons per day $2,100
B 100,000 to 999,999 gallons per day $4,200
C 1,000,000 to 9,999,999 gallons per day $6,300
D 10,000,000 or more gallons per day $8,400
Il Preliminary effluent limitations for general permits
From O up to 1,000,000 gallons per day $1,050

Note: This group includes preliminary effluent limitations for minor
domestic facilities that discharge to: Unclassified waters; class 2
(aquatic life) streams with a zero low flow; or class 2 (aquatic life)
streams with a low flow greater than zero.

IV Preliminary effluent limitations for discharges to
groundwater

A Minor Facilities (less than 1,000,000 gallons per day)

B Major Facilities (at least 1,000,000 gallons per day)

V Review of preliminary effluent limitations for individual
permits (professionally prepared by others)

A Minor Facilities (less than 1,000,000 gallons per day)

B Major Facilities (at least 1,000,000 gallons per day)

VII-A Low complexity

VII-B High Complexity

VII-C Construction - storm water only; less than 1 acre of disturbed are
VII-D Construction - storm water only; from 1 acre to less than 30 acres
VII-E Construction - storm water only; 30 acres or more of disturbed ar
VII-F Individual permit for construction activity

$525
$840

$1,575
$3,150

$820
$2,000
$165
$350
$540
$4,400

Proposed
Annual
Fee

$9,588

$2,562
$5,124
$7,686
$10,248

$1,281

$641
$1,025

$1,922
$3,843

$836
$2,040
$168
$357
$551
$4,488
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Facility Categories and Subcateqories for the Municipal Separate Storm Sewer System Sector

| General permits
A Storm water municipal
greater than 100,000 population
B Storm water municipal from
50,000 up to 100,000 population
C Storm water municipal from
10,000 up to 49,999 population
D Storm water municipal less
than 10,000 population
Il Municipal storm water permits
A Municipalities of 250,000 and over in population
B Municipalities of 100,000 or more,
but less than 250,000 in population
C Municipalities of 50,000 or more,
but less than 100,000 in population
D Municipalities of 10,000 or more,
but less than 50,000 in population
E Statewide permit for department of
transportation-owned or -operated
municipal separate storm water systems
in municipal areas where storm water
permits are required

FY 2016-

17 Fees

$4,050
$2,020
$810
$355
$10,580
$6,225
$3,110

$1,245

$4,360

Proposed
Annual
Fee

$5,265
$2,626
$1,053
$462
$13,754
$8,093
$4,043

$1,619

$5,668
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Facility Categories and Subcateqories for the Pesticides Sector

Proposed
FY 2016- Annual
17 Fees Fee
| Annual report $275 $281
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Facility Categories and Subcateqgories for the Public and Private Utilities Sector

| Water treatment plants
A Intermittent discharge
B Routing discharge

Il General permits
A Water treatment plant - intermittent discharge
B Water treatment plants - routine discharge
C Discharges associated with treated
water distribution systems less than
or equal to 3,300 population
D Discharges associated with treated
water distribution systems from 3,301
up to 9,999 population
E Discharges associated with treated
water distribution systems greater than
or equal to 10,000 population

1l Domestic wastewater - lagoons

A Sewage from 0 up to 49,999 gallons per day

B Sewage from 50,000 up to 99,999 gallons per day

C Sewage from 100,000 up to 499,999 gallons per day

D Sewage from 500,000 up to 999,999 gallons per day

E Sewage from 1,000,000 up to 1,999,999 gallons per day
F Sewage 2,000,000 gallons per day or over

IV Domestic wastewater - mechanical plants

A Sewage from 0 up to 19,999 gallons per day

B Sewage from 20,000 up to 49,999 gallons per day

C Sewage from 50,000 up to 99,999 gallons per day

D Sewage from 100,000 up to 499,999 gallons per day

E Sewage from 500,000 up to 999,999 gallons per day

F Sewage from 1,000,000 up to 2,499,999 gallons per day
G Sewage from 2,500,000 up to 9,999,999 gallons per day

H Sewage from 10,000,000 up to 49,999,999 gallons per day
| Sewage from 50,000,000 up to 99,999,999 gallons per day

J Sewage from 100,000,000 gallons per day or over

FY 2016-

17 Fees

$570
$820

$475
$715

$105

$210

$315

$525
$845
$1,230
$2,120
$3,170
$6,460

$615
$980
$1,440
$2,240
$3,720
$6,090
$11,410
$19,780
$22,820
$25,100

V Domestic facilities discharge to unclassified waters - general permit

A Sewage from 0 up to 49,999 gallons per day
B Sewage from 50,000 up to 199,999 gallons per day
C Sewage from 200,000 up to 599,999 gallons per day

$455
$800
$1,170

Proposed
Annual
Fee

$695
$1,000

$580
$872

$128

$256

$384

$641
$1,031
$1,501
$2,586
$3,867
$7,881

$750
$1,196
$1,757
$2,733
$4,538
$7,430
$13,920
$24,132
$27,840
$30,622

$555
$976
$1,427
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Facility Categories and Subcateqgories for the Public and Private Utilities Sector

Proposed
FY 2016- Annual
17 Fees Fee
D Sewage from 600,000 up to 999,999 gallons per day $1,860. $2,269
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Facility Categories and Subcateqgories for the Public and Private Utilities Sector

Proposed
FY 2016- Annual
17 Fees Fee

VI Industrial dischargers subject to categorical effluent standards

discharging to publicly owned treatment works with pretreatment

programs (not including categorical industries subject to zero

discharge standards)
A 100 to 9,999 gallons per day $699 $853
B 10,000 to 50,000 gallons per day $1,047 $1,277
C Greater than 50,000 gallons per day $1,397 $1,704
D Very low flow - less than 100 gallons per day $292 $356

VIl All other significant industrial dischargers discharging to publicly

owned treatment programs (including categorical industries

subject to zero discharge standards)
A Less than 10,000 gallons per day $175 $214
B 10,000 to 50,000 gallons per day $349 $426
C Greater than 50,000 gallons per day $465 $567
D Pit dewatering only (Remove per Rick Koplitz-does not pertain to $270 $329

VIl Industrial dischargers subject to categorical effluent standards

discharging to publicly owned treatment works without pretreatment

programs (not including categorical industries subject to zero

discharge standards)
A Less than 10,000 gallons per day $815 $994
B 10,000 to 50,000 gallons per day $1,280 $1,562
C Greater than 50,000 gallons per day $1,746 $2,130
IX All other significant industrial dischargers discharging to publicly

owned treatment works without pretreatment programs (including

cateqorical industries subject to zero discharge standards)
A Less than 10,000 gallons per day $349 $426
B 10,000 to 50,000 gallons per day $524 $639
C Greater than 50,000 gallons per day $699 $853
X Domestic wastewater - lagoons
A Sewage from 0 up to 49,999 gallons per day $75 $92
B Sewage from 50,000 up to 99,999 gallons per day $75 $92
C Sewage from 100,000 up to 499,999 gallons per day $75 $92
D Sewage from 500,000 up to 999,999 gallons per day $75 $92
E Sewage from 1,000,000 up to 2,499,999 gallons per day $81 $99
F Sewage from 2,500,000 gallons per day $94 $115
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Facility Categories and Subcateqgories for the Public and Private Utilities Sector

XI Domestic wastewater - mechanical plants
A Sewage from 0 up to 19,999 gallons per day
B Sewage from 20,000 up to 49,999 gallons per day
C Sewage from 50,000 up to 99,999 gallons per day
D Sewage from 100,000 up to 499,999 gallons per day
E Sewage from 500,000 up to 999,999 gallons per day
F Sewage from 1,000,000 up to 2,499,999 gallons per day
G Sewage from 2,500,000 up to 9,999,999 gallons per day
H Sewage from 10,000,000 up to 49,999,999 gallons per day
| Sewage from 50,000,000 up to 99,999,999 gallons per day
J Sewage from 100,000,000 gallons per day

XIl Preliminary effluent limitations for individual permits
A Less than 100,000 gallons per day
B 100,000 to 999,999 gallons per day
C 1,000,000 to 9,999,999 gallons per day
D 10,000,000 or more gallons per day

Xl Preliminary effluent limitations for general permits
From O up to 1,000,000 gallons per day

FY 2016-

17 Fees

$75
$75
$75
$75
$75
$81
$94
$105
$117
$128

$2,100
$4,200
$6,300
$8,400

$1,050

Note: This group includes preliminary effluent limitations for minor

domestic facilities that discharge to: Unclassified waters; class 2
(aquatic life) streams with a zero low flow; or class 2 (aquatic life)
streams with a low flow greater than zero.

XIV Preliminary effluent limitations for discharges to
groundwater
A Minor Facilities (less than 1,000,000 gallons per day)
B Major Facilities (at least 1,000,000 gallons per day)

XV Review of preliminary effluent limitations for individual
permits (professionally prepared by others)
A Minor Facilities (less than 1,000,000 gallons per day)
B Major Facilities (at least 1,000,000 gallons per day)

XVI Wastewater site applications
A Wastewater treatment plants
(less than 100,000 gallons per day)

new
expansion

$525
$840

$1,575
$3,150

$7,738
$6,191

Proposed
Annual
Fee

$92
$92
$92
$92
$92
$99
$115
$128
$143
$156

$2,562
$5,124
$7,686
$10,248

$1,281

$641
$1,025

$1,922
$3,843

$9,440
$7,553
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Facility Categories and Subcateqgories for the Public and Private Utilities Sector

B Wastewater treatment plants
(100,000 gallons to 999,999 gallons per day)

C Wastewater treatment plants
(1,000,000 gallons to 9,999,999 gallons per day)

D Wastewater treatment plants
(10,000,000 gallons per day or more)

E Lift stations
(less than 100,000 gallons per day)

F Lift stations
(100,000 gallons to 999,999 gallons per day)

G Lift stations
(1,000,000 gallons to 9,999,999 gallons per day)

H Lift stations
(10,000,000 gallons per day or more)

new
expansion

new
expansion

new
expansion

new
expansion

new
expansion

new
expansion

new
expansion

I Amendments to site applications concerning a charge from gas
chlorination to liquid chlorination or from any form of chlorination to
ultraviolet light disinfection (less than 100,000 gallons per day)

J Amendments to site applications concerning a charge from gas
chlorination to liquid chlorination or from any form of chlorination to

ultraviolet light disinfection (100,000 gallons to 999,999 gallons

K Amendments to site applications concerning a charge from gas
chlorination to liquid chlorination or from any form of chlorination to

ultraviolet light disinfection (1,000,000 gallons to 9,999,999 gallc

L Amendments to site applications concerning a charge from gas
chlorination to liquid chlorination or from any form of chlorination to

ultraviolet light disinfection (10,000,000 gallons per day or more

M Other amendments to site applications
(less than 100,000 gallons per day)

FY 2016-

17 Fees

$15,477
$12,381

$23,215
$18,572

$30,953
$24,763

$1,935
$1,548

$3,869
$3,095

$5,804
$4,643

$7,738
$6,191

$451

$903

$1,354

$1,806

$645

Proposed
Annual
Fee

$18,882
$15,105

$28,322
$22,658

$37,763
$30,211

$2,361
$1,889

$4,720
$3,776

$7,081
$5,664

$9,440
$7,553

$550

$1,102

$1,652

$2,203

$787
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Facility Categories and Subcateqgories for the Public and Private Utilities Sector

Proposed
FY 2016- Annual
17 Fees Fee
N Other amendments to site applications
(100,000 gallons to 999,999 gallons per day) $1,290 $1,574
O Other amendments to site applications
(1,000,000 gallons to 9,999,999 gallons per day) $1,935 $2,361
P Other amendments to site applications
(10,000,000 gallons per day or more) $2,579 $3,146
Q Individual sewage disposal systems $4,500 $5,490
R Extension $650 $793
S Interceptors site applications $1,300 $1,586
T Interceptor certifications $300 $366
U Outfall sewers $1,300 $1,586
XVII Wastewater design review
A Wastewater treatment plants
(less than 100,000 gallons per day)
new $4,900 $5,978
expansion $3,900 $4,758
B Wastewater treatment plants
(100,000 gallons to 999,999 gallons per day)
new $9,900 $12,078
expansion $7,900 $9,638
C Wastewater treatment plants
(1,000,000 gallons to 9,999,999 gallons per day)
new $14,800 $18,056
expansion $11,800 $14,396
D Wastewater treatment plants
(10,000,000 gallons per day or more)
new $19,700 $24,034
expansion $15,800 $19,276
E Lift stations
(less than 100,000 gallons per day)
new $1,200 $1,464
expansion $1,000 $1,220
F Lift stations
(100,000 gallons to 999,999 gallons per day)
new $2,500 $3,050
expansion $2,000 $2,440
G Lift stations
(1,000,000 gallons to 9,999,999 gallons per day)
new $3,700 $4,514
expansion $3,000 $3,660
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Facility Categories and Subcateqgories for the Public and Private Utilities Sector

Proposed
FY 2016- Annual
17 Fees Fee
H Lift stations
(10,000,000 gallons per day or more)
new $4,900 $5,978
expansion $3,900 $4,758

I Amendments to site applications concerning a charge from gas

chlorination to liquid chlorination or from any form of chlorination to

ultraviolet light disinfection (less than 100,000 gallons per day) $500 $610
J Amendments to site applications concerning a charge from gas

chlorination to liquid chlorination or from any form of chlorination to

ultraviolet light disinfection (100,000 gallons to 999,999 gallons $1,000 $1,220
K Amendments to site applications concerning a charge from gas

chlorination to liquid chlorination or from any form of chlorination to

ultraviolet light disinfection (1,000,000 gallons to 9,999,999 gallc $1,500 $1,830
L Amendments to site applications concerning a charge from gas

chlorination to liquid chlorination or from any form of chlorination to

ultraviolet light disinfection (10,000,000 gallons per day or more] $2,000 $2,440
M Other amendments to site applications

(less than 100,000 gallons per day) $700 $854
N Other amendments to site applications

(100,000 gallons to 999,999 gallons per day) $1,400 $1,708
O Other amendments to site applications

(1,000,000 gallons to 9,999,999 gallons per day) $2,100 $2,562
P Other amendments to site applications

(10,000,000 gallons per day or more) $2,800 $3,416
Q Individual sewage disposal systems $3,000 $3,660
R Interceptors site applications $1,400 $1,708
S Outfall sewers $1,400 $1,708

XVIII Wastewater reuse authorizations

A Facility capacity (less than 100,000 gallons per day) $450 $549
B Facility capacity (100,000 gallons to 499,999 gallons per day) $840 $1,025
C Facility capacity (500,000 gallons to 999,999 gallons per day) $1,400 $1,708
D Facility capacity (1,000,000 gallons to 2,499,999 gallons per day) $2,300 $2,806
E Facility capacity (2,500,000 gallons to 9,999,999 gallons per day) $4,300 $5,246
F Facility capacity (10,000,000 gallons per day or more) $6,300 $7,686
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Facility Categories and Subcategories for the Water Quality Certification Sector

| Tier 1 Projects
Il Tier 2 Projects

lll Tier 3 Projects

IV Tier 4 Projects

FY 2016-
17 Fees

$1,100

$3,800
Fee for
service -
actual cost
Fee for
service -
actual cost

Proposed
Annual
Fee

$1,122

$3,876
Fee for
service -
actual cost
Fee for
service -
actual cost
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Appendix B

Stakeholder feedback on department
proposed solution




COLORADO

Department of Public
Health & Environment

Feedback Summary

We created a survey to get feedback on the department’s proposal
regarding clean water program fees. The proposal was presented at
meeting three on August 4, 2016.

Each component of the department proposal was listed with a scale
to rank preference (1 = least favorable, 3=neutral, 5 = most
favorable). We prov1ded a comment box at the end of the survey
for respondents to give specific feedback on any or all of the
proposal. A summary of all responses including all specific
comments are included in this appendix.

The survey was shared with the email distribution list for this
group, a total of 353 parties. The survey was open for two weeks.
We received 31 survey responses.

Who responded (by sector)*?

Public & Private Utilities— 45%
MS4— 35%

Construction— 26%

WQ Certifications— 16%
Commerce & Industry— 13%
Pesticides— 13%

Other— 7%

Trade organization— 3%

* Percentages are more than 100 percent because respondents
were able to select more than one sector when selecting who they
represent.

What did we ask?

Fees should remain in statute.

Fee structure should remain the same.

Services should remain the same (for now).

Fee change should be based on a five-year forecast.

Fee changes should include developing a five-week 10 percent
reserve.

Fees changes should be based on 50/50 ratio (see sidebar).
Proposed fee increases in percentage terms (see sidebar).
Effective date = July 1, 2017.

Fees will not be phased.

What did we learn?

Responses ranged from neutral to positive for all responses.

e Respondents felt very strongly that fees should remain in
statute with the structure and services to remain unchanged
(for now).

Respondents agreed with or were neutral (88%) with the
concept of using the greater Denver metro area consumer
price index as a five year forecast for future fee changes.

81 percent of respondents were neutral to positive for
developing a five-week reserve or 10 percent fund balance.

90 percent of respondents were neutral to positive regarding
no phasing for fee changes. 84 percent were neutral to
positive for a July 1, 2017 effective date.

Summary of feedback on ratios and corresponding fee changes
in sidebar (on right).

Clean Water Program Fees:
Department Proposal Feedback

Ratios—50/50

The department is proposing a 50/50 General
Fund/cash fund ratio for three sectors—Commerce
& Industry, MS4, and Public & Private Utilities.
Construction—20/80; Pesticides 4/96; Water
Quality Certifications 5/95.

We asked how favorably a respondent viewed this
particular ratio split.

91 % view this as neutral or positive.
36 percent were neutral.
39 percent were somewhat in favor.
16 percent viewed this is most favorable.

No. We asked survey respondents to identify the
sector they represented for their survey choices.
We wanted to understand if one sector preferred
one component more than another. Results
between sectors had only small differences.

Fee Changes

Based on the department’s proposal for General

Fund/cash fund ratios, the corresponding fee
changes would be:

Commerce & Industry— 61%

Construction—0%

MS4—30%

Pesticides—2%

Public & Private Utilities—22%

Water Quality Certifications (Tier 1 and 2) - 2%.

We asked how favo_rablK a respondent viewed this
particular ratio split. The response was neutral to
positive.

75 % view this as neutral or positive.
26 percent were neutral.
39 percent were somewhat in favor.
10 percent viewed this is most favorable.

No. We asked survey respondents to identify the
sector they represented for their survey choices.
We wanted to understand if one sector preferred
one component more than another. Results
between sectors had only small differences.
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meghan.trubee@state.co.us ¥

31 responses

View all responses

Summary

What sector do you represent (check all that apply)?

Construction
Commerce &...
MS4

Pesticides
Public & Priv...
Trade organi...
WQ Certificat...
Other

0.0 3.5 7.0 10.5

Construction 8 25.8%
Commerce & Industry 4 12.9%
MS4 11  35.5%

Pesticides 4 12.9%

Public & Private Utilities 14 45.2%
Trade organization 1 3.2%

WQ Certifications (401) 5 16.1%
Other 2 6.5%

Department proposal.

1 - Fees should remain in statute. Please rate how favorably you view this part of the
proposal.

https://docs.google.com/alstate.co.us/forms/d/1rYEWqrYOo_-CMnnmmt7IHNTEKuW O0UjufxkfpYEtPHSs/viewanalytics 19
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16

12

1 2 3 4 5

most favorable: 5 19 61.3%

2 - Fee structure should remain the same. Existing sectors (Commerce and Industry,
Construction, Municipal Separate Storm Sewer Systems (MS4), Pesticides, Public
and Private Utilities and Water Quality Certifications) and associated categories do
not require changes. Please rate how favorably you view this part of the proposal.

0--. I
1 2 3 4 5

least favorable: 1 2 6.5%

(o]

w

2 3 9.7%
3 6 19.4%
4 13 41.9%

most favorable: 5 7 22.6%

3 - Services should remain the same, for now. The legislative fix that is required at
this time would maintain existing level of services. Please rate how favorably you
view this part of the proposal.

https://docs.google.com/alstate.co.us/forms/d/1rYEWqrYOo_-CMnnmmt7IHNTEKuW O0UjufxkfpYEtPHSs/viewanalytics
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10

4 - Fee changes should be based on a five-year forecast using the consumer price
index for the greater Denver metro area (2.3%). Please rate how favorably you view
this part of the proposal.

10.0
75
5.0
25

0.0

least favorable: 1 1 3.2%

2 3 9.7%
3 1M 355%
4 9 29%

most favorable: 5 7 22.6%

5 - Fee changes should be based on developing a five-week reserve or 10% fund
balance by sector over a five year period. Please rate how favorably you view this part
of the proposal.

10.0
7.5
5.0
2.5

0.0

least favorable: 1 4 12.9%

https://docs.google.com/alstate.co.us/forms/d/1rYEWqrYOo_-CMnnmmt7IHNTEKuW O0UjufxkfpYEtPHSs/viewanalytics 3/9
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2 2 6.5%
3 12 38.7%
4 6 19.4%

most favorable: 5 7 22.6%

6 - Fees changes should be based on General Fund/cash fund ratios specific to each
sector. A 50/50 percent General Fund/cash fund ratio is proposed for the following
sectors: Commerce & Industry, MS4, and Public & Private Utilities. The following is
the proposed General Fund/cash fund ratio for Construction — 20/80 percent;
Pesticides - 94/6 percent; and Water Quality Certifications 5/95 percent. The
department recommends these ratios be described in the legislative intent of the bill
as a statutory legislative declaration (meaning it stays with the statute once passed).
Fee changes would apply across the entire sector for all categories and subcategories
within a given sector. Please rate how favorably you view this part of the proposal.

10.0
7.5
5.0

2.5

0.0

least favorable: 1 1 3.2%
2 2 6.5%
3 11 355%
4 12 38.7%
most favorable: 5 5§ 16.1%

7 - Proposed fee increases are: Commerce and Industry - 61%; Construction - 0%;
MS4 - 30%; Pesticides - 2%; Public and Private Utilities - 22%; Water Quality
Certifications (Tier 1 and Tier 2) - 2%.

10.0
7.5
5.0
2.5

0.0

https://docs.google.com/alstate.co.us/forms/d/1rYEWqrYOo_-CMnnmmt7IHNTEKuW O0UjufxkfpYEtPHSs/viewanalytics 4/9
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least favorable: 1 3 9.7%

2 5 16.1%
3 8 25.8%
4 12 38.7%

most favorable: 5 3 9.7%

8 - To align with the state fiscal year, and considering General Fund impact, the
department is proposing July 1, 2017 for the effective date of fee increases. Please
rate how favorably you view this part of the proposal.

10.0

7.5

5.0

.
1 2

least favorable: 1 3 9.7%

2 2 6.5%
3 10 32.3%
4 M 355%

most favorable: 5 5 16.1%

9 - Based on General Fund impact, we are not proposing to phase fee increases.
Please rate how favorably you view this part of the proposal.

12
9
6
3
0
1 2 3 4 5
least favorable: 1 0 0%
2 3 9.7%
3 10 32.3%
4 13 41.9%

https://docs.google.com/alstate.co.us/forms/d/1rYEWqrYOo_-CMnnmmt7IHNTEKuW O0UjufxkfpYEtPHSs/viewanalytics 5/9
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most favorable: 5 5 16.1%

Please provide your comments on the department's proposal.

Difficult for utilities who have already prepared their 2017-2018 budgets.

| like funding most categories 50/50 GF/CF but cannot understand why the pesticide category
would not pay a similar share and oppose funding that category at 94% GF. Perhaps the bill
should include a provision for the WQCD to analyze how the permitting processes could be more
efficient to see if there are opportunities for reducing costs and have the savings put into

services that would be valued by the permittees by category.

My concern is that the fee structure is really not supporting the Division with respect to the
water quality/clean water program. It represents the bare minimum to do the job when, in my
view, the issue of water and water quality in Colorado should be one of the highest priorities, and
water is part of the icon of Colorado beauty and attraction. | wish the legislature was not so short
sighted in its funding priorities.

We still don't like fee increases. Using at 2.3% increase on Denver, doesn't represent state wide
financial scenario. We are still in a recession with decreased revenues and sales tax. Our
property tax and sales tax revenue is still decreasing. It would be more representative to use a
state wide average. We do appreciate the general fund continued contribution.

The balancing mechanics are fine as is, but the entire proposal is flawed because it reduces the
GF contribution by $1.2 million before any adjustments are made. In order for the plan to be
supported, the state must not reduce its support for its own division which is responsible for the

general health, safety, and welfare of ALL Coloradans - not just those that pay permit fees.

We believe the proposal is an equitable way to resolve the department's financial issues as well
as longstanding sector inequities that have gotten us to this point. We are concerned, however,
that a sector might try to reduce its fee increase by lobbying for a larger General Fund
contribution to its sector. If this was to occur, the inequities between the sectors would continue.
If phasing fee increases over several years would prevent such an occurrence, then we would
support a phased approach. In addition, we would like to state for the record that the current
level of service, in our experience, is inadequate to effectively run the WQCD. We accept that
this must continue while the financial issues are resolved, but given that water issues will
continue to be front and center in Colorado's future planning, we highly recommend that the
financial support for the department be such that services are increased, resulting in a more
collaborative relationship between regulators and the regulated community and improved
decision-making by the WQCD.

The survey structure allows more than one participant to comment more than once, thus
creating a question of validity of the survey process. The Division should have taken steps to
ensure that only one survey card was being submitted by each entity or commenter. Maybe the
addition of a name would rectify this problem. The ratio question #6 should be more clear to
ensure that the ratio is not a statuary requirement for the disbursement of funds.

Question 2: As Aurora Water has stated in previous surveys, refinement of fees within sectors
is recommended, e.g. efforts to correct the disparity in MS4 permits (difference between fees for

Phase | and Phase Il permits). Question 6: The concern here is similar to that stated above.

https://docs.google.com/alstate.co.us/forms/d/1rYEWqrYOo_-CMnnmmt7IHNTEKuW O0UjufxkfpYEtPHSs/viewanalytics 6/9



8/23/2016

Clean Water Program - CDPHE proposal - Google Forms
Aurora Water recommends against fee changes across the entire sector for all categories and
subcategories. Question 7: Aurora Water views these proposed fee increases ambivalently. The
impact to the utility is not overly burdensome, but the explanations of how the fee increases
were determined have been difficult to follow and we have doubts about the appropriateness of

the final values.

The division should redirect some money and spend less time coming up with complicated
standards and policies and more time issuing permits. - The division should use general permits
for their original purpose which is to streamline the permitting process. Right now their general
permits are so complicated, there is no benefit to industry to obtain one. We support the
comments of CACI regarding the amount of increase and increasing dollars from the General

Fund if at all possible.

CACI appreciates the work and effort that has gone into this stakeholder process and
commends the willingness of the WQCD leadership and staff to respond to the CACI feedback
and requests for information. Without question, this 2016 Clean Water Program (CWP) Permit
Fee Structure stakeholder process yielded productive dialogue that has advanced the
understanding of CACI and its impacted membership regarding the fiscal needs of the WQCD for
the administration of the Clean Water Program. First, CACI welcomes the fact that “fees
remaining in statute” has been an assumption throughout this process, and that the final
proposal will ensure that specific permit fee amounts for the CWP will be specifically defined in
state statute. Second, it is CAClI’s position that the WQCD should include in its annual
departmental requests an increased General Fund request. More specifically, it is CACI’s
position that the WQCD should request additional General Fund at a level needed to limit the
proposal's impact on C&l sector permit fees to a 30% increase. CACI trusts that the WQCD can
work with CACI and the broader group of stakeholders to determine the exact amount of
additional GF that would be needed to achieve this goal. This level of increase is commensurate
with the impacts across other key sectors such as the MS4 and PPU sectors. CACI looks
forward to continued dialogue and partnership with the WQCD leadership and staff aimed at
finalizing a consensus proposal that includes an increased GF request and then communicating
this proposal and its rationale to the Joint Budget Committee staff and legislative membership.
Without question, a joint effort on the part of CDPHE, CACI and the broader stakeholder
community will be critical to efforts to generate legislative support for a consensus approach.
While CACI generally understands the principles underlying the existing WQCD proposal now
pending before stakeholders across the CWP sectors, CACI remains concerned regarding the
impact of the current proposal on the permit fees in the Commerce & Industry Sector. A 61%
increase to permit fees in the C&l Sector represents an increase that is two to three times larger
than any other sector — in terms of the percentage increase. This level of increase to the C&l
permit fees represents a challenge to operators across a range of industries that operate within
the CWP’s regulated community. Given the cause-and-effect relationship between the required
levels of General Fund and cash fund support needed to maintain CWP operations, even a
marginally increased level of General Fund support can achieve a decreased level of impact to
C&l permit fees that would be very important and beneficial to a wide range of industry
operators. CACI has repeatedly expressed the justification for this approach in the various CACI
comments filed throughout this process, including but not limited to the following points: « Clean

water is essential to all aspects of life, commerce and industry throughout the State of Colorado.

https://docs.google.com/alstate.co.us/forms/d/1rYEWqrYOo_-CMnnmmt7IHNTEKuW O0UjufxkfpYEtPHSs/viewanalytics
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» The benefit of clean water resources to Colorado’s general health, wellness, and environment
is shared broadly throughout the state without limitation. « General Funds are not a “subsidy,”
particularly for the C&l sector, which directly and indirectly generates more GF revenues than
any other CWP sector. « Cash fund revenues collected from C&| Sector permittee operators
should not be utilized to “subsidize” concerned citizen challenges to CWP permit applications
that are directly opposed to their business and industrial interests. Forth, CACI remains
concerned about the notion that the CWP will receive a substantial increase in annual funding,
including funding to fill existing staff vacancies, yet there is no commitment that this increased
funding will increase the level of services that permittee operators experience. With a range of
CACI operators now facing permit fee increases in the range of 22% to 61%, it remains difficult
for CACI to understand how a substantially increased level of funding, flowing from a mix of
increases in cash fund and general fund revenues, and federal funds, will not generate a WQCD
and CWP staff that is better equipped to deliver a higher level of service for permittees in the
regulated community. Five, CACI believes that the final proposal and or report that this
stakeholder process delivers to the Joint Budget Committee and General Assembly should
include the following recommendations: « Recommendations reiterating the need for continued
statutory requirements that the WQCD conduct sector-by-sector accounting of the revenues and
expenditures — by fund type (GF, cash fund, or federal) — across each CWP sector; and that the
WQCD transparently report its quarterly and annual accounting to the legislature and to CWP
permittee stakeholders. * A recommendation that no later than 2020, the Legislative Audit
Committee conduct a full legislative audit of the WQCD’s administration of the CWP. « A
recommendation that no later than 2020, a “Lean Program” review of the WQCD’s and CWP’s
permit program is conducted to determine the effectiveness and efficiency of CWP practices,
and to identify best practices and other strategies for achieving efficiencies within the permit
program that save time and lower the financial burdens for the WQCD and for permittees. *« A
recommendation that expressly identifies when and how the permit fee structure and permit
levels recommended for legislative approval should be reviewed. This recommendation should
also identify the process via which the WQCD should conduct this analysis, in coordination with
the legislature, the JBC members and staff, and the regulated community. This recommendation
should ensure that the legislative audit and Lean Program reviews are fully completed before the
WQCD can commence the next analysis of the permit fee structure and before the WQCD can
recommend future changes to the permit fee structure. CACI looks forward to continued
collaboration with the WQCD and thanks all WQCD leadership and staff for its willingness to
consider CACI's position and to collaborate with CACI in striving for a consensus proposal.

Thank you.

Number of daily responses

https://docs.google.com/alstate.co.us/forms/d/1rYEWqrYOo_-CMnnmmt7IHNTEKuW O0UjufxkfpYEtPHSs/viewanalytics 8/9
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Stakeholder process - overview




Overview
Setting CW Program fees was a three phase process.

Phase I: 2014 stakeholder process.
Phase II: 2015 bill (HB15-1249) and data collection.
Phase lll: 2016 finalize fees and submit proposal to legislature November 1, 2016 (HB16-1413).

The Phase 1l process was designed to inform and provide maximum dialogue between department staff and
stakeholders. Staff updated the email distribution list from the Phase | process of 2014 to create a list of 353
interested parties. From May to August 2016, the department hosted three stakeholder meetings with live
phone/web streaming for remote participants. Generally speaking, the goal of the process was to help people
understand how the department budgets, the amount of money need to sustain the clean water program and
what General Fund, cash fund ratios would sustainably fund the program.

The focus of meeting one was to create a baseline understanding of the department and division budget and
budgeting process. The JBC staff scenario for fee proposals was also presented at meeting one as the starting
scenario. Meeting two focused on four possible scenarios, including the scenario preferred by the department.
Meeting three focused on the department proposal. Table one outlines meeting topics and opportunities for
feedback.

The department provided multiple opportunities for feedback throughout the process. A survey was administered
after each meeting to garner feedback on concepts presented at the meeting including policy recommendations.
A summary of feedback results for each survey is Appendix D. Department staff also met with the following

stakeholder groups, per their request, outside of the meeting process.

Colorado Agricultural Aviation Association

Colorado Association of Commerce & Industry (three meetings)

Colorado Mining Association
Colorado Municipal League
Colorado Stormwater Council
Colorado Wastewater Utility Council

Table 1. CDPHE clean water program Phase Ill meeting topics and opportunities for feedback.

Meeting topics

Opportunities for feedback

Meeting one
- Budget overview (department, division,
clean water program)
Sector revenue and expenditure tracking
sheet (to date)
JBC staff proposal for clean water program
Initial policy recommendations from

Meeting one
- Q&A session in meeting.
Discussion with staff directly after meeting.
Staff availability outside of meeting time.
Online tool created for stakeholders to
evaluate ratios and see how fees might
change for each sector.

Review feedback from online survey.
Present four new scenarios (based on
feedback from stakeholders)
All cash funds to resolve deficit.
Current ratios to remain.
50/50 General Fund/cash fund split
All General Fund

department Online survey regarding starting scenario and
Review opportunities for feedback and next initial policy recommendations (May 26-June
steps 30)

Total attendees = 33

Meeting two

Meeting two
- Q&A session in meeting.
Discussion with staff directly after meeting.
Staff availability outside of meeting time.
Online survey regarding four scenarios and
updated policy recommendations (July
20-28).




Breakout discussion by sector (staff hosted
each small group discussion)
Q/A discussion.

Total attendees = 35

Meeting three Meeting three
- Review feedback from online survey. - Q&A session in meeting.
Discuss year end expenditure tracking. - Discussion with staff directly after meeting.
Discuss changes to department proposal - Staff availability outside of meeting time.
based on stakeholder feedback. - Online survey regarding department proposal
Present updated department proposal. (Aug. 8-22).
Q/A session.

Total attendees = 25

Web and Email

WEB: The department has maintained the same website for the clean water fee process since 2014. The website
hosts all materials and information meeting information, online survey link and feedback results as well as
correspondence received.

www.colorado.gov/cdphe/clean-water-fee-structure-discussion

EMAIL: There are 353 parties on the email distribution list. During Phase lll, eleven emails were sent to remind
stakeholders of meetings or alert them to complete feedback via the online survey. A review of the analytics of
all email sent shows that the open rate for the emails sent is 10% higher than the industry standard. This
confirms that many people on the list were actually reading the email we sent inviting them to the process.


https://www.colorado.gov/pacific/cdphe/clean-water-fee-structure-discussion

Appendix D

Online survey results and response
to comments for Meetings 1 and 2
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Meeting 1 Feedback
32 responses

View all responses

heather.wilcox@state.co.us «

Summary

What sector do you represent (if applicable)?

Construction 3 9.4%
Commerce & Industry 8 25%
MS4 3 9.4%

Pesticides 0 0%

Public & Private Utilities 13 40.6%
WQ Certifications (401) 0 0%
Other 5 15.6%

INITIAL POLICY RECOMMENDATIONS

Recommendation 1 - Fees should remain in statute. Please rate how favorably you
view this recommendation.

16

12

least favorable: 1 1 3.1%
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2 2 6.3%
3 7 21.9%
4 5 15.6%

most favorable: 5 17 53.1%

Comment on Recommendation 1 (as needed).

Fees need to stay in statue

The commission should have the authority to increase fees up to a certain percentage without
having to change statute--this would make for a more streamline process and ensure that
services continue to be provided.

Fees are disguised taxes. Since they are already in the regulations, they will not be removed as
it would contribute to too many governmental job losses as increasing taxes are difficult for law
makers to deal with.

If fees are to be removed from statute, there must be assurances in place to protected regulated
entities from large rate increases. These could include a floor on general fund appropriations,
assurances that federal funds will be used to mitigate fee increases, and caps on the amounts
that fees can increase in any given year.

This has been the commitment all along, and the stakeholders and the department have
indicated the same.

Fees shall remain in statute and future changes will be addressed through the stakeholder

process.

Recommendation 2 - Fee structure should remain the same. Existing sectors

(Commerce and Industry, Construction, Municipal Separate Storm Sewer Systems
(MS4), Pesticides, Public and Private Utilities and Water Quality Certifications) and
associated categories do not require changes. Please rate how favorably you view

this recommendation.

10.0
75
5.0
2.5
0.0
1 2 3 4 5
least favorable: 1 0 0%
2 4 12.5%
3 6 18.8%
4 1M 34.4%

most favorable: 5 11 34.4%
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Comment on Recommendation 2 (as needed).

The Division needs to remain whole and understand that changes need to be made to fee

structure

Fees should be based on usage of services--if one sector uses more services (hours), they
should pay the greater percentage of the fees.

Fee structure to me means the "silos" of those categories. As far as the distribution of the fees
within a category that is another matter and is the next project to look at the equity within a
category. Perhaps next year.

It is critical that data be collected and disseminated to demonstrate that the Division is using its
resources efficiently and effectively so that fee increases are clearly necessary and as minimal
as possible.

While maintaining the same overall ratio, generally (GF/CF/FF), rebalancing within each sector
to reflect that ratio is not something that we would find objectionable. In fact, we believe that is

the direction we were moving in to begin with.

Refinement within sectors is needed, e.g., there is a disparity in Phase | and Il MS4 permit fees

for municipalities of similar size.

It has appeared that the good part of this effort to this point has focused uniquely on how to
address - in a transparent and accountable manner - the existing perceived operational budget
shortfall the WQCD has faced in administering the Clean Water Program at a level that merely
maintains the status quo level of servies. It also appears that up to now, this focus has resulted
in a conversation about fee amounts only, not changes to existing fee categories. This is not to
say that there is not interest in deeper discussion about the fee structure, fee categories, or
levels of service being provided, but it is not clear this process has the time or capacity to
address all of these questions in full before the deadline to submit a proposal per HB-16-1413.

It is understood that the current fee structure does not provide sufficient resources for the
permits program and we are interested in working with the Division and stakeholders to develop

a new fee structure.

Recommendation 3 - Services should remain the same, for now. The legislative fix
that is required at this time would maintain existing level of services. The department
is willing to discuss fees for new services outside of this current clean water fee bill
process. However, this current process is focused on maintaining existing services.
Existing services are at risk of being reduced if clean water fees are not addressed.
Please rate how favorably you view this recommendation.

https://docs.google.com/a/state.co.us/forms/d/1D4AEOW bkpC934fREb6 Tu22RCqHV1pk6M 5rPATQEOVyc/viewanalytics
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10.0

7.5

5.0

s i1l

oo N NN ENE BN N
1 2 3 4 5

Comment on Recommendation 3 (as needed).

Although I'm never in favor of having to pay more, | would be willing to pay more to retain good
talent and reduce the turnover in the existing positions. Services should remain the same, but
lets be competitive in the workplace so | don't have to train/get up to speed a new person every
six months--it wastes a lot of time and money on both of our ends to have to train a new person

due to high turmover.

| would be willing to entertain more service, provided we can get answers on why feed have to
go up 150 percent just to maintain service. Your model doesn't include federal funds and how
they are distributed. Until that is part of the model

Every scenario mentioned requires legislative action. It appears that existing services costs
have inflated beyond the fee coverage or the services have expanded beyond their original intent
so the existing fees are not adequate. Look at what the current fee structure was intended to

cover to see if those bounds have been exceeded and cut back to the original intent.

. *The City recognizes that fees will have to be raised. Work load increases, complexity of water
quality issues, and staff retention strain the ability of the department to maintain services at
existing levels. Fixes to these issues require in depth, thoughtful, and substantive discussions.
There is an action that can be implemented immediately that can help maintain service levels
without raising fees, address process inefficiencies, an example follows. A review of a recent
regulatory document resulted in approximately 6 hours of City staff time spent correcting
spelling and grammatical errors alone. The document was only approximately 45 pages long!
These errors were so distracting that it cast doubt on the accuracy of the calculations.
Additionally, it does not present the division in a good light. Let’s not waste division staff or the
regulated community’s time on errors that should not have occurred. Fee for services and the
option for an individual sector to modify fees for their sector to allow for additional assistance
from the division are supported.

Reclaimed water services are inadequate for needs of Colorado currently and with the expected
implementation of additional uses, users and treaters, these resources will be stretched even
further.

Existing services must be the starting point for this process, not the final goal. There have been
many comments made in the last several years about how Division staff may not be able to
participate in existing and future regulatory workgroups or provide opportunities to collaborate
with regulated entities on new or renewal permits. "Existing services" must include this

participation for the regulatory community to support the fee proposal.

https://docs.google.com/a/state.co.us/forms/d/1D4AEOW bkpC934fREb6 Tu22RCqHV1pk6M 5rPATQEOVyc/viewanalytics 4/19
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The process should address other funding requirements and to what extent those services

should appropriately be funded by fees or other sources

There is no reason why there should be a decline in services, unless the State is unwilling to

maintain its General Fund commitment to the Division.

New services to be added should be addressed as an increase to each individual sector either in
the base funding or separately as a fee for service model.

See previous comment.

It seems that services have been reduced. How does the Division define "existing services"?

Recommendation 4 - Develop sector specific fee changes based on General
Fund/cash fund ratios. These fee changes would apply across the entire sector for all
categories and subcategories within a given sector. Please rate how favorably you
view this recommendation.

14.0
10.5
7.0
3.5

0.0

least favorable: 1 4 12.5%

2 1 3.1%
3 10 31.3%
4 14 43.8%

most favorable: 5 3 9.4%

Comment on Recommendation 4 (as needed).

Funding needs to be maintained no matter what; fees need to make up for what is not supplied
by the general fund. Since general funding can change, the ability to change fees needs to be
there.

The ratios are too disparate. If this is the model they should be between 40 and 60 percent.
Giving public utilities a 75 Pct ratio and Commerce and Industry a 25Pct.The Pblic good
argument is no more persuasive that the fact that businesses pay taxes that end up in the GF
C&l should get a 75 Pct share as the creator of the largess for the nontaxed publics. Overall the
ratios should be equal between sectors or you are going to have a helluva fight on your hands.
the difference between a 25 Pct ration and 50 Pct ration is a 150 Pct fee increase and a 72 Pct
increase. My industry will fight a 150 percent increase to the death. Especially when under the
last iteration two sessions ago it was determined by the Department that they did not have
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complicated permits and their permit structure remained largely the same. to swallow even a 72

percent increase is unconscionable.

I am not sure of all of the factors which might affect either the numerator or denominator of the
ratio, but | suspect that the general fund can be affected greatly and to maintain the ratio

desired, you would adjust fees accordingly. No oversight on fee increases.

The concept is acceptable. General Fund monies need to be kept in the mix. Water quality is
important to all citizens living in or visiting Colorado. There are businesses that receive a benefit
from protecting water quality that are not required to obtain a permit and therefore, do not directly
contribute to the Clean Water Program. General Fund contribution partially represents the benefit
these businesses receive as a result of their benefactors, the regulated community. Committing
General Fund to the Clean Water Program also reflects the value the citizens of Colorado place
on water quality.

Ratios make sense if they are done with some flexibility and in conjunction with a statutory floor
on general fund contributions. However there are many moving parts that have not been

considered or included in the proposal that require additional analysis and discussion.

Fees by sector and sub-categories are skewed because permit staff does not often have the
experience or knowledge about specific category functions, limitations and discharges. This is
particularly true for the commerce and industry sectors so results in staff spending more time on

these permits.

Depending on how this is done (see answer to recommendation 3), there may be merit here.

However, Federal Funds must also be part of the ratio discussion.

Funding ratios should be structured to include a process which would determine when fees are
adjusted on increases in General Fund either through program expansions, reductions in federal
funds or common policy actions, such as salary survey and inflationary increases. Ratios need
to reflect actual costs of services for sectors. Sector cost projections do not appear to match
the ratios observed through first three quarters of this fiscal year. Also, fee changes uniformly to

MS4 continue the disparity noted above.

All sectors should pay the same cash fund percentage. It's not clear how the fees would be
adjusted if the amount of General Fund changes.

Recommendation 5 - Fee changes should be based on a five year forecast. This
means that fees would be set and would not require revision until the fiscal year 2022-
23 timeframe. A shorter time period such as three years would require the
department to begin another stakeholder process around fees in 2017. Please rate
how favorably you view this recommendation.

https://docs.google.com/a/state.co.us/forms/d/1D4AEOW bkpC934fREb6 Tu22RCqHV1pk6M 5rPATQEOVyc/viewanalytics 6/19



8/12/2016

Clean Water Program Sector Fees - Feedback and Proposals - Google Forms

14.0
10.5
7.0
3.5
W
1 2 3 4 5

Comment on Recommendation 5 (as needed).

5yr minimum is appropriate, if not longer.
Five year minimum, if not longer.

Like the division, most MS4 operate on a 2-year budget cycle and keeping fees the same for a 5

year cycle would be most beneficial.

| think if the fee changes are within a certain percentage, the department should be able to
change the fees (with the approval of the Commission) without going through the Stakeholder
process. If the fee changes are significant (greater than a set percentage), then yes,

stakeholders input needs to be included.
Why not 7 year cycle?

In reviewing the Fact Sheet — Starting Scenarios document, there is confusion as to how the
escalation based on the consumer price index (4%/yr) + development of a fund balance
(3.3%/yr) + administration and various extraneous costs add up. Is the division implying that in
order to keep services at the existing level there needs to be a minimum of 7.3%/yr growth in
fees + extraneous costs? At 4%/yr, does a 5 year delay means that the regulated community is
starting from 20% hole in 20227 If this is correct, starting the stakeholder process in 2017 is
preferable. If this is not correct, delaying to 2022 is preferable as this would allow time to
evaluate and fine tune the new fee structure before starting the stakeholder process over. The
option for an individual sector to enter into discussions with the division and the JBC to modify
fees for their sector to allow for additional assistance from the division is supported. Permit fees
should pay for all staff under the Permit Section, a percentage of the Clean Program and Safe
Drinking Water Program Manager’s salary, and a percentage of the Watershed and Drinking
Water Compliance Assurance Sections. Furthermore, vacancies in the Permits Section staffing
should be filled. As to paying for administration and supporting expenses, these should largely
be paid for out of General Fund money, on a fee for services basis, or as an opt in by sector i.e.
modify fees across the entire sector. There is concern that administration and supporting
expenses will not be clearly defined, and that there is potential for this category to grow
unchecked. The City is interested in exploring an expedited permit process whereby the utility
would hire a consultant to perform activities normally performed by division staff such as
AMMTOX modeling, PELs, reasonable potential and low flow analysis. Division staff would
review results but not rerun the work. This has the added benefit of saving division staff time.
This suggestion is similar to the third-party TMDL process that the State and Division are

agreeable with.
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Certainty is critical during this transition period, so five years is the minimum timeframe that
should be used. During this period an independent audit of the Division should be performed to
determine if the Division is using its resources efficiently and effectively, and to make

recommendations on how to improve the effective and efficient use of resources.

If a commitment can be made to cease the JBC staff from trying to change the direction of the
discussion every year, then even an annual stakeholder process would not be cumbersome. We

spend all our time reacting to curve balls and not sticking with the program.

If a process is in place to address fluctuations in general fund or federal funding, a fee change
review of three years could be appropriate. A five year sunset of this funding mechanism should
be added in case the stakeholders felt it necessary to make changes or eliminate the process

altogether.

This recommendation should be paired with keeping fees in statute. If the heightened level of
data collection and reporting, now required in statute continues, future stakeholder processes
should not be as demanding as processes have been up to now.

The fee amount should remain constant for some period of time so that there is some certainty
for permittees. It seems that the General Fund that the Division receives varies from year to
year. If the fees are set, and the General Fund decreases, how would that impact the Division's

operating budget?

Recommendation 6 - Develop a two month reserve or 16.5 percent fund balance by
sector over a five year period. Statute allows for cash funds to develop a two month
reserve. The purpose of this reserve is to allow a smooth transition between fiscal
years as revenue catches up with expenditures over the first two months of a fiscal

year. Please rate how favorably you view this recommendation.

12

least favorable: 1 1 3.1%

2 3 9.4%
3 6 18.8%
4 13 40.6%

most favorable: 5 9 28.1%

Comment on Recommendation 6 (as needed).
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As long as there is a string attached that it cannot be swept into anther fund. The fees should be
earmarked for that specific purpose.

Danger of fund balance sweeps.

Two month reserve is prudent planning for emergencies, not in planning that your expenditures
will always exceed income. This entire process is knowing that you over spend constantly and
need a way to increase your revenue rather than understanding the causes for over spending
and fixing them.

The City is in support of the 16.5% fund balance recommendation as it has been laid out by the
State. We think it provides a measure of safety during times of extraordinary need. The City
would also like to provide the following alternative to the plan already proposed. Keep a 16.5%
fund balance but not necessarily be constrained by sector, i.e. reserve to go into a general
reserve fund, usable to meet temporary needs regardless of sector. This configuration gives the
division flexibility to respond to needs that may arise due to an emergency situation or market
variability that may be experienced within a given sector. Individual sectors will remain fully
funded as only reserve funds can be used to meet the need. A joint reserve would also stabilize
staffing, i.e. smooth out boom or bust cycling keeping trained staff in place rather than having to
reduce staff during a sector downturn. Keeping already trained staff rather than training new staff
benefits the regulated community. Accounting would have to be developed to track contributions
and ensure transparency if the general reserve model is adopted.

We are in favor of the creation of a reserve, but we are not convinced that these funds should
come from the regulated community. Federal funds have not been included in this proposal;
while there is no guarantee on the amount of federal funds that the State will receive, the criteria
for use of these funds has not been discussed and no assurance has been given that they will
be used to keep fee increases to a minimum. The use of federal funds to establish the reserve
fund should be considered.

Need more informaton.

Clarify that once the 16.5% balance is achieved, this will no longer be part of the fee except to
replenish 16.5% when needed. Should federal fund ratio be increased to share in this cost?

How would this 2 month reserve be developed?

POLICY ISSUES THAT NEED FURTHER DISCUSSION

Issue 1 - What is an appropriate effective date for fee increases?
July 1,2017 10 31.3%

January 1, 2018 18 56.3%
Other 4 12.5%
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Comment on Issue 1 (as needed).

Our budgets for 2017 are already set in stone.
The turnover in staffing is getting old. Lets get enough funding for the program to retain staff.

The City is prepared and has been anticipating increased fees for a number of years. However,

we do recognize that smaller utilities may be challenged with the July 2017 timeline.

For those who rely on public entities and/or ratepayers for their revenue, sufficient time must be

given to enable those entities to adjust their budgets accordingly.
If fee increases are needed, anyway
This answer depends on how exactly fee increases will be achieved.

2017 budgets have already been set. Our budget year is a calendar year.

Issue 2 - If your sector faces a fee increase, should that fee increase be phased over
multiple years?

Yes 17 53.1%
No 15 46.9%

If you answered yes above, over how many years should fee increases be phased?

2 years

5

2

3 years

It depends on how much of an increase is incurred.
20

3

5 Years

Spread the increase over 2 to 3 years incrementally.
Over 3 years at a minimum.

3 to 5 years

Upon developing a consensus proposal, WQCD should repose this question to stakeholders.
Comment on Issue 2 (as needed).

It depends on how big the increase is. The larger the increase, the more years it should be

phased over
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If it below, say 5% no; if yes, then no more than a 5% increase year over year to the appropriate
funding level. Could also be based off size of company. | could handle a larger increase, but I'm

not a utility relying on consumers to pay for a service.

There is disagreement within our utility over this topic, one individual believes that the increase

should be a single year increase without delay.
See response to Issue 1.
See prior comment.

Phasing may not be necessary if the magnitude of the fee increase is not significant.

Issue 3 - If sector specific General Fund/cash funds ratios are set in statute how

favorably would you view a clause in the statute that after a 5-year period cash fees
would automatically adjust based on the General Fund/cash fund ratio? This clause

could result in cash fee increases or decreases that vary annually.

least favorable: 1 9 28.1%
2 7 21.9%
3 9 281%
4 5 15.6%
most favorable: 5 2 6.3%

Comment on Issue 3 (as needed).

We would prefer predictability.
With a max % of increase.
Automatic tax increases are destructive for effective cost management.

It is easier to budget if the cash fund remains the same, i.e. keep permit fees stable. Is there a
mechanism to use the windfall to conduct special studies such as development of DSV or

trading policies, or collection of additional water quality data in support of a rule making hearing?

Nothing should be automatic with regard to the fee program. As noted above, certainty is critical
for the regulated community. In addition, there must be the opportunity for oversight to ensure

that there is efficient and effective use of funds.

Wait until after the initial five year test is complete to decide if this is appropriate.
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This conflicts with Recommendation 1 to keep fees in statute. It is not clear how this type of

program would work through existing budget and or AQCC processes.

Issue 4 - How favorably would you view fees remaining in statute with a defined cap
on fees that could not be increased without legislative approval? This option would
allow the department or Water Quality Control Commission to establish minor fee
changes within the statutory cap.

10

least favorable: 1 3 9.4%

2 4 12.5%
3 10 31.3%
4 10 31.3%

most favorable: 5 5 15.6%

Comment on Issue 4 (as needed).

Very clear definition is needed on what a minor fee change is...

Provided that the ratio nonsense is dropped and a statutory min is begun starting with how much

general fund is currently in the program is adopted by bill
This would required some legislative consideration on further taxing clean water.

We are generally in support of this idea, but would like to see more information on how this
works in practice. What would the definition of "minor" be, how are changes in fees distributed
fairly across sectors, does this plan require public participation every five years and what does
that look like?

While fee increases will likely be necessary, they will be less objectionable if general fund
contributions are consistent, federal funds are used to mitigate fee increases, and ongoing
oversight is maintained. All adjustments should be transparent and supported by data.

This would be a total diversion from the route that we've consistently agreed upon going. My
organization would oppose any fee authority being conferred to the Commission.

Too uncertain - would require a cap on increases considered in Issue 2.

See prior comment.
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Do you have other feedback or a different policy recommendation or issue that needs
discussed? Please describe.

We need to retain employees in the division.

We have to get a statutory minimum in statute as a condition for a fee increase. early notice
from OSPB and the CDPHE about fee increases has to be mandatory. there has to be a lean
program review every three years and an audit committee review every 5 years. If ratios remain
then they have to be equal among sectors or a 40-60 percent bandwidth adopted.

THE DEPARTMENT SHALL CONDUCT A STAKEHOLDER PROCESS REGARDING THE
APPROPRIATE AND NECESSARY FEES THAT EACH SUBCATEGORY OF EACH SECTOR
SHOULD PAY TO ENABLE EACH SECTOR TO BE ADEQUATELY FUNDED BY FEES
COLLECTED FROM THAT SECTOR.

This plan does not seem to address future needs nor current gaps in service for all sectors.
Additional staffing is needed for Clean Water and Drinking Water compliance assistance,
especially for public utilities.

There have been incremental increases in available funds for the reclaimed water program that
don't seem tied to fees. Transparency within the sectors would help. Also, while input has been
sought on how those funds are spent, that input has not affected where funding goes and the

process seems to be exclusive.

Non-permittees should also be funding for services that they receive. For example, participation
in public hearings, requests for information, etc.

Stay the course. After all the stakeholder meetings and discussions, there have been many
common themes and (more importantly) and general agreement that each sector should 1) pay
its own way and; 2) be funded with combination of FF/GF/CF in a ratio that is consistent across
all sectors. Only the misguided direction of a JBC analyst have diverted everyone else off that
path, and it is important that we remain true to it. If the Division proposes a bill that rebalances
fees in proportion, we will support it - even if it means our sector increases. Consistency is
important. Coming up with yet another new scheme instead of sticking with the path we are on
would guarantee yet another year of no progress.

Have other fee structures been considered? Has the Division looked at how the other Divisions
within CDPHE collect permit-related fees? While maybe not directly applicable, has the Division
looked at how fees in other state clean water programs are collected?

FEEDBACK ON FIVE-YEAR FORECAST

How favorably do you view the 5-year forecast that was used to establish the starting
scenario of fee changes?
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most favorable: 5 1 3.1%

Please provide other feedback on the forecast (as needed).

Don't agree with first assumption

Do not agree with first assumption.

Better cost management in needed to operate within the limits of existing revenues.
5-year forecast that meets in the intent of HB16-1413.

While the idea of forecasting increases for a five year period is agreeable, the plan as it was
presented is confusing, and seems to suggest that a large deficit would be present after the five
year period. This does not seem to support the Division's plans for keeping services fluid and
creating financial stability.

Neutral: | don’t know enough to support or oppose the forecast.

Additional information and discussion is necessary to ensure that the assumptions used are
appropriate. As noted above, use of federal funds to establish the reserve fund would alter the
assumptions.

Process difficult to understand. Cannot easily track back through calculations and understand if
applied properly. The columns on the effect of HB 1413 need more explanation.

STARTING SCENARIO FOR DISCUSSION PURPOSES - BASED
ON 2015 JBC STAFF RECOMMENDATIONS

How favorably do you view the starting scenario
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There is no good policy argument for not making the ratios equal between sectors. or said
another way, all the sectors can make a good argument for why they deserve general funds, The
spread between 25 and 75 percent will be too large and at 75 percent the C&l sector faces a 150
percent increase in fees. Tht is a total no starter. You will have a GIANT fight on your hands with
multiple companies trying to kill the bill. This is your Dr. Phil moment to ask "what were we
thinkin?"

Better cost management in needed to operate within the limits of existing revenues. Too volatile

for changes.

As stated by the Division presentation to the Colorado Stormwater Council on June 22, 2016,
this starting scenario meets the intent of the legislature and these ratios calculate the
appropriate and necessary fees that each subcategory of each sector should pay to enable each

sector to be adequately funded by fees collected by from that sector.

From a public utility perspective, the idea of having a potential fee decrease could be nice.
However, the general fund does not provide a stable and secure funding source. We would much

rather pay more in fees to ensure that we receive the services that we need.

Ensuring clean water is a state-wide rather than regional need, and the starting scenario appears

to recognize that the State must be a significant supporter of clean water efforts.
Biased question because it only requests favorable responses.

It is not at all clear why these ratios 1) do not include federal funding, and 2) are inconsistent

across each sector.

The starting scenario does not appear to properly reflect current funding levels and therefore is
misleading regarding how each sector is to be funded. The starting scenario would have been
more helpful if it had used the current funding mix in the spreadsheet. It could have included the
first three quarters of actual data and a projection of the fourth quarter. We need to understand

the actual difference in fees we will pay for our permits before supporting this or other ratios.

This Staff Recommendation conflicts with Recommendation 1 to keep fees in statute and was
developed without input from stakeholders in a manner that disregarded prior efforts of
stakeholders and the division on HB-15-1249. Furthermore, the ratios were developed without
stakeholder input per an arbitrary public/private benefit sliding scale that is not accurately reflect
the benefits and beneficiaries of each CWP sectors' operations.

All sectors should be treated the same and all pay the same percentage.

50/50 for Commerce and Industry
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Do you have an alternate proposal different from the starting scenario?

Yes 5 16.1%
No 26 83.9%

Alternate Proposals

CONSTRUCTION

What is your preferred GENERAL FUND percentage for construction sector fees?
(numeric value only)

75
50

What is your preferred CASH FUND percentage for construction sector fees?
(numeric value only)

25
50

Provide any other feedback regarding the CONSTRUCTION sector.

COMMERCE & INDUSTRY (C&lI)

What is your preferred GENERAL FUND percentage for C&l sector fees? (numeric
value only)

50
75

What is your preferred CASH FUND percentage for construction sector fees?
(numeric value only)

50
25
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Provide any other feedback regarding the C&I sector.

Unequal ratios between sectors will doom the bill. The outcome disproportionately effects C&l.

Municipal Separate Storm Sewer System (MS4)

What is your preferred GENERAL FUND percentage for MS4 sector fees? (numeric
value only)

50
75

What is your preferred CASH FUND percentage for construction sector fees?
(numeric value only)

50
25

Provide any other feedback regarding the MS4 sector.

PESTICIDES

What is your preferred GENERAL FUND percentage for pesticide sector fees?
(numeric value only)

75
25
50

What is your preferred CASH FUND percentage for pesticide sector fees? (numeric
value only)

25
75
50

Provide any other feedback regarding the pesticide sector.

Pesticides sector ratio could be altered to 25%/75% as pesticide applicators are business
owners (similarly to Commerce and Industry and Construction sectors) and agricultural crops
that use the most pesticides are generally high value crops. The 25% savings could float
between sectors that might be in need at the moment or the savings could permanently be
allocated to other sectors
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Funding ratio should be phased in over three to five years.

PUBLIC & PRIVATE UTILITIES (PPU)

What is your preferred GENERAL FUND percentage for PPU sector fees? (numeric
value only)

50
75

What is your preferred CASH FUND percentage for PPU sector fees? (numeric value
only)

50
25

Provide any other feedback regarding the PPU sector.

This scenario does not decrease our fees and limits our reliance on the general fund for
providing service to utilities.

WQ CERTIFICATIONS (401)

What is your preferred GENERAL FUND percentage for WQ certifications (401) sector
fees? (numeric value only)

75
50

What is your preferred CASH FUND percentage for WQ certifications (401) sector
fees? (numeric value only)

25
50

Provide any other feedback regarding the WQ certifications (401) sector.

More information is needed about 401 certifications. Schedules, cost estimates, not to exceed
amounts, etc. are essential when planning a project.

Number of daily responses
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Recommendation

Recommendation 1 - Fees
should remain in statute.
Please rate how favorably
you view this
recommendation.

Recommendation 2 - Fee
structure should remain the
same. Existing sectors
(Commerce and Industry,
Construction, Municipal
Separate Storm Sewer
Systems (MS4), Pesticides,
Public and Private Utilities
and Water Quality
Certifications) and
associated categories do
not require changes. Please
rate how favorably you
view this recommendation.

COLORADO

Water Quality Control Division

No.

1

7

8

10

11

12

13

Department of Public Health & Envircnment

Comment
Fees need to stay in statue

The commission should have the authority to increase fees

up to a certain percentage without having to change statute-:

this would make for a more streamlined process and ensure
that services continue to be provided.

Fees are disguised taxes. Since they are already in the
regulations, they will not be removed as it would contribute
to too many governmental job losses as increasing taxes are
difficult for law makers to deal with.

If fees are to be removed from statute, there must be
assurances in place to protected regulated entities from
large rate increases. These could include a floor on general
fund appropriations, assurances that federal funds will be
used to mitigate fee increases, and caps on the amounts
that fees can increase in any given year.

This has been the commitment all along, and the
stakeholders and the department have indicated the same.

Fees shall remain in statute and future changes will be
addressed through the stakeholder process.

The division needs to remain whole and understand that
changes need to be made to fee structure

Fees should be based on usage of services--if one sector uses
more services (hours), they should pay the greater
percentage of the fees.

It is critical that data be collected and disseminated to
demonstrate that the Division is using its resources
efficiently and effectively so that fee increases are clearly
necessary and as minimal as possible.

While maintaining the same overall ratio, generally
(GF/CF/FF), rebalancing within each sector to reflect that
ratio is not something that we would find objectionable. In
fact, we believe that is the direction we were moving in to
begin with.

Refinement within sectors is needed, e.g., there is a
disparity in Phase | and Il MS4 permit fees for municipalities
of similar size.

It has appeared that the good part of this effort to this point
has focused uniquely on how to address - in a transparent
and accountable manner - the existing perceived operational
budget shortfall the WQCD has faced in administering the
Clean Water Program at a level that merely maintains the
status quo level of servies. It also appears that up to now,
this focus has resulted in a conversation about fee amounts
only, not changes to existing fee categories. This is not to
say that there is not interest in deeper discussion about the
fee structure, fee categories, or levels of service being
provided, but it is not clear this process has the time or
capacity to address all of these questions in full before the
deadline to submit a proposal per HB-16-1413.

It is understood that the current fee structure does not
provide sufficient resources for the permits program and we
are interested in working with the Division and stakeholders
to develop a new fee structure.

Clean Water Fees Feedback from Meeting 1

Response

The department's current recommendation is that fees should
remain in statute. An option we are exploring is a fee cap that
would also be in statute.

As outlined in Issue 4 in this comment form, we are seeking
feedback on utilizing this option.

The department's current recommendation is that fees should
remain in statute. An option we are exploring is a fee cap that
would also be in statute.

The department's current recommendation is that fees should
remain in statute. An option we are exploring is a fee cap that
would also be in statute.

The department's current recommendation is that fees should
remain in statute. An option we are exploring is a fee cap that
would also be in statute.

The department's current recommendation is that fees should
remain in statute. An option we are exploring is a fee cap that
would also be in statute.

It is not clear what the commenter recommends for changes to
the fee structure. At this point, the department's
recommendation is that the only part of the fee structure that
would change are the fees. Our current recommendation is
that fees would be adjusted at the sector level and fees would
not vary at the category or sub-category level.

Based on historic time tracking and actual expenditure data,
the department has developed a five-year forecast identifying
the total needs or usage of each sector. This is the basis for
the fee changes being discussed as part of this stakeholder
effort.

Stakeholders, through the Phase | process, requested
additional transparency regarding how fees are utilized and
monies spent. In response, the division submits revenue and
expenditure tracking information on a quarterly basis as
required by the Joint Budget Committee.

Varying scenarios of General Fund to cash fund will be explored
at the second stakeholder meeting. Federal Funds will also be
discussed.

Our current recommendation is that fees would be adjusted at
the sector level and fees would not vary at the category or sub-
category level.

Comment noted.

Comment noted.
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Recommendation No.

Recommendation 3 - 14
Services should remain the
same, for now. The

legislative fix that is

required at this time would
maintain existing level of
services. The department is
willing to discuss fees for

new services outside of this
current clean water fee bill
process. However, this

current process is focused

on maintaining existing
services. Existing services

are at risk of being reduced

if clean water fees are not
addressed. Please rate how 16
favorably you view this
recommendation.

17

18

19

20

21

22

23

Comment Response

Although I'm never in favor of having to pay more, | would  The department agrees that having a stable funding base
be willing to pay more to retain good talent and reduce the would help address employee retention.

turnover in the existing positions. Services should remain

the same, but lets be competitive in the workplace so | don't

have to train/get up to speed a new person every six months-

-it wastes a lot of time and money on both of our ends to

have to train a new person due to high turnover.

Every scenario mentioned requires legislative action. It Costs of services provided currently exceeds revenue
appears that existing services costs have inflated beyond the generated from fees.

fee coverage or the services have expanded beyond their

original intent so the existing fees are not adequate. Look at

what the current fee structure was intended to cover to see

if those bounds have been exceeded and cut back to the

original intent.

Reclaimed water services are inadequate for needs of The department is currently working with interested

Colorado currently and with the expected implementation of stakeholders and other state agencies regarding funding of new
additional uses, users and treaters, these resources will be  and additional reuse services.

stretched even further.

Existing services must be the starting point for this process, If fees are increased to maintain existing services then the
not the final goal. There have been many comments made division will continue to be able to support workgroups and
in the last several years about how Division staff may not be provide opportunities to collaborate with regulated entities on

able to participate in existing and future regulatory new or renewal permits. If fees are not increased to maintain
workgroups or provide opportunities to collaborate with existing services, services including collaborative efforts, will
regulated entities on new or renewal permits. "Existing have to be cut.

services" must include this participation for the regulatory
community to support the fee proposal.

The process should address other funding requirements and Cash, General and federal funds are the collective source of all

to what extent those services should appropriately be funds for the division. Though federal funds are not up for

funded by fees or other sources discussion as part of this process, they have been included for
full transparency.

There is no reason why there should be a decline in services, The General Fund made available as part of HB16-1413 was a

unless the State is unwilling to maintain its General Fund one time transfer to the department's Water Quality

commitment to the Division. Improvement Fund from the General Fund. This funding is not
guaranteed after the 2016-17 fiscal year.

New services to be added should be addressed as an increase The department agrees with this recommendation.
to each individual sector either in the base funding or
separately as a fee for service model.

It has appeared that the good part of this effort to this point Comment noted.
has focused uniquely on how to address - in a transparent
and accountable manner - the existing perceived operational
budget shortfall the WQCD has faced in administering the
Clean Water Program at a level that merely maintains the
status quo level of servies. It also appears that up to now,
this focus has resulted in a conversation about fee amounts
only, not changes to existing fee categories. This is not to
say that there is not interest in deeper discussion about the
fee structure, fee categories, or levels of service being
provided, but it is not clear this process has the time or
capacity to address all of these questions in full before the
deadline to submit a proposal per HB-16-1413.

It seems that services have been reduced. How does the To balance our budget, the division has held vacant positions

Division define "existing services"? open and this has increased our permit backlog. If the division
is funded as we have discussed in the stakeholder effort then
that should help address permit backlog and will allow the
division to continue to participate in stakeholder efforts.

Funding needs to be maintained no matter what; fees need As we outlined in Issue 4 in this comment form, we are seeking
to make up for what is not supplied by the general fund. feedback on how we could change fees using a fee cap.

Since general funding can change, the ability to change fees

needs to be there.

www.colorado.gov/cdphe/clean-water-fee-structure-discussion
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Recommendation

Recommendation 4 -
Develop sector specific fee
changes based on General
Fund/cash fund ratios.
These fee changes would
apply across the entire
sector for all categories
and subcategories within a
given sector. Please rate
how favorably you view this
recommendation.

Recommendation 5 - Fee
changes should be based on
a five year forecast. This
means that fees would be
set and would not require
revision until the fiscal
year 2022-23 timeframe. A
shorter time period such as
three years would require
the department to begin
another stakeholder
process around fees in
2017. Please rate how
favorably you view this
recommendation.

COLORADO

Water Quality Control Division

No.

24

25

26

27

28

29

30

31

Clean Water Fees Feedback from Meeting 1

Department of Public Health & Envircnment

Comment Response

The ratios are too disparate. If this is the model they should The purpose of the starting scenario was to introduce the

be between 40 and 60 percent. Giving public utilitiesa 75 concept of General Fund to cash funds ratio by sector and for
Pct ratio and Commerce and Industry a 25Pct.The Pblic good stakeholders to provide feedback on what the is appropriate
argument is no more persuasive that the fact that businesses ratio of General Fund to cash funds for their sector. At this
pay taxes that end up in the GF C&I should get a 75 Pct time, the department does has not recommended a percentage
share as the creator of the largess for the nontaxed publics. fee change by sector. We will be seeking feedback during the
Overall the ratios should be equal between sectors or you final two stakeholder meetings on fee changes.

are going to have a helluva fight on your hands. the

difference between a 25 Pct ration and 50 Pct ration is a 150

Pct fee increase and a 72 Pct increase. My industry will

fight a 150 percent increase to the death. Especially when

under the last iteration two sessions ago it was determined

by the Department that they did not have complicated

permits and their permit structure remained largely the

same. to swallow even a 72 percent increase is

unconscionable.

I am not sure of all of the factors which might affect either Yes, this is how the fee changes are set-up to be estimated

the numerator or denominator of the ratio, but | suspect based on the spreadsheet tool that was provided to

that the general fund can be affected greatly and to stakeholders. Because fees are in statute, the legislature
maintain the ratio desired, you would adjust fees currently has oversight on fees and associated fee increases.
accordingly. No oversight on fee increases. The department is recommending that fees remain in statute.

Ratios make sense if they are done with some flexibility and The purpose of the ratio is to ensure a fair amount of General
in conjunction with a statutory floor on general fund Fund in comparison with the level of cash funds.
contributions. However there are many moving parts that

have not been considered or included in the proposal that

require additional analysis and discussion.

Fees by sector and sub-categories are skewed because Comment noted.
permit staff does not often have the experience or

knowledge about specific category functions, limitations and

discharges. This is particularly true for the commerce and

industry sectors so results in staff spending more time on

these permits.

Depending on how this is done (see answer to Federal funds will be discussed at the second stakeholder
recommendation 3), there may be merit here. However, meeting.

Federal Funds must also be part of the ratio discussion.

Funding ratios should be structured to include a process The Long Bill provided bottom line funding for the new sectors
which would determine when fees are adjusted on increases in FY 2015-16 to provide the needed flexibility. The division

in General Fund either through program expansions, has provided the budget vs. actual expenditure data for

reductions in federal funds or common policy actions, such  transparency as required by the Joint Budget Committee. The
as salary survey and inflationary increases. Ratios need to  expenditure ratios are aligning very closely with the budget
reflect actual costs of services for sectors. Sector cost that was established at the beginning of the FY.

projections do not appear to match the ratios observed

through first three quarters of this fiscal year. Also, fee

changes uniformly to MS4 continue the disparity noted

above.

All sectors should pay the same cash fund percentage. It's  Varying scenarios of General Fund to cash funds will be
not clear how the fees would be adjusted if the amount of  explored at the second stakeholder meeting. Federal Funds will
General Fund changes. also be discussed.

5yr minimum is appropriate, if not longer. The department agrees that 5 years is an appropriate minimum
timeframe. If fees remain in statute with a cap and the
department could change fees within the cap the length of
time until another legislative fix is required could be extended
beyond five years.

Five year minimum, if not longer. The department agrees that 5 years is an appropriate minimum
timeframe. If fees remain in statute with a cap and the
department could change fees within the cap the length of
time until another legislative fix is required could be extended
beyond five years.

Like the division, most MS4 operate on a 2-year budget cycle The department agrees that 5 years is an appropriate minimum

and keeping fees the same for a 5 year cycle would be most timeframe. If fees remain in statute with a cap and the

beneficial. department could change fees within the cap the length of
time until another legislative fix is required could be extended
beyond five years.

www.colorado.gov/cdphe/clean-water-fee-structure-discussion 3 | 8
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Recommendation

No.

34

35

36

37

38

39

40

41

42

Comment

| think if the fee changes are within a certain percentage,
the department should be able to change the fees (with the
approval of the Commission) without going through the
Stakeholder process. If the fee changes are significant
(greater than a set percentage), then yes, stakeholders input
needs to be included.

Why not 7 year cycle?

In reviewing the Fact Sheet - Starting Scenarios document,
there is confusion as to how the escalation based on the
consumer price index (4%/yr) + development of a fund
balance (3.3%/yr) + administration and various extraneous
costs add up. Is the division implying that in order to keep
services at the existing level there needs to be a minimum
of 7.3%/yr growth in fees + extraneous costs? At 4%/yr, does
a 5 year delay means that the regulated community is
starting from 20% hole in 2022? If this is correct, starting the
stakeholder process in 2017 is preferable. If this is not
correct, delaying to 2022 is preferable as this would allow
time to evaluate and fine tune the new fee structure before
starting the stakeholder process over.

The option for an individual sector to enter into discussions
with the division and the JBC to modify fees for their sector
to allow for additional assistance from the division is
supported.

Permit fees should pay for all staff under the Permit Section,
a percentage of the Clean Program and Safe Drinking Water
Program Manager’s salary, and a percentage of the
Watershed and Drinking Water Compliance Assurance
Sections. Furthermore, vacancies in the Permits Section
staffing should be filled.

As to paying for administration and supporting expenses,
these should largely be paid for out of General Fund money,
on a fee for services basis, or as an opt in by sector i.e.
modify fees across the entire sector. There is concern that
administration and supporting expenses will not be clearly
defined, and that there is potential for this category to grow
unchecked.

The City is interested in exploring an expedited permit
process whereby the utility would hire a consultant to
perform activities normally performed by division staff such
as AMMTOX modeling, PELs, reasonable potential and low
flow analysis. Division staff would review results but not
rerun the work. This has the added benefit of saving division
staff time. This suggestion is similar to the third-party TMDL
process that the State and Division are agreeable with.

Certainty is critical during this transition period, so five
years is the minimum timeframe that should be used. During
this period an independent audit of the Division should be
performed to determine if the Division is using its resources
efficiently and effectively, and to make recommendations
on how to improve the effective and efficient use of
resources.

If a commitment can be made to cease the JBC staff from
trying to change the direction of the discussion every year,
then even an annual stakeholder process would not be
cumbersome. We spend all our time reacting to curve balls
and not sticking with the program.

Clean Water Fees Feedback from Meeting 1

Response
The department agrees with this recommendation.

The department recommends that 5 years is an appropriate
minimum timeframe. If fees remain in statute with a cap and
the department could change fees within the cap the length of
time until another legislative fix is required could be extended
beyond five years.

The department is not recommending a 5-year delay but is
recommending an increase in current fee revenue and/or
General Fund based on the 5-year forecast to support existing
services. The 4% CPI increase is intended to cover state
approved annual personal services increases. After five years,
there will be a 16.5% fund balance (3.3%/year for 5 years) and
therefore the 3.3% annual increase will be removed. Other
than these two areas, cost cannot grow beyond current levels
without legislation.

The department agrees that this is a benefit to the sector
approach.

The purpose of this fee stakeholder process and associated
recommendations to the Joint Budget Committee is for the
Clean Water Program's fees. The 5-year forecast developed by
the department covers costs associated with all Clean Water
Program areas - Permits Section, Watershed Section,
Compliance and Enforcement, Engineering and Field Services.
In addition the forecast addresses the total department costs
which include administration, POTS, and indirect costs.

The administrative and supporting expenses are very clearly
defined in the budget and cannot grow unchecked.
Administrative and supporting expenses are generally paid by
all fund sources at proportional levels so that these costs are
covered in an equitable manner.

Please contact the division director or clean water program
manager to discuss this option further. Our experience with
third-party TMDLs has shown that the division's time and
involvement is not greatly reduced.

Comment noted.

Comment noted.

418



Recommendation No.
43
44
45

Recommendation 6 - 46

Develop a two month

reserve or 16.5 percent

fund balance by sector over 47
a five year period. Statute
allows for cash funds to
develop a two month

reserve. The purpose of

this reserve is to allow a
smooth transition between

fiscal years as revenue 48
catches up with
expenditures over the first
two months of a fiscal
year. Please rate how
favorably you view this
recommendation.
49
50
51
Issue 1 - What is an 52

appropriate effective date 53
for fee increases?

54

55

56

Issue 2 - If your sector 57
faces a fee increase, should
that fee increase be phased

. 58
over multiple years?

59
60

61

62

COLORADO

Water Quality Control Division

Department of Public Health & Envircnment

Comment

If a process is in place to address fluctuations in general
fund or federal funding, a fee change review of three years
could be appropriate. A five year sunset of this funding
mechanism should be added in case the stakeholders felt it
necessary to make changes or eliminate the process

altogether.

This recommendation should be paired with keeping fees in
statute. If the heightened level of data collection and
reporting, now required in statute continues, future
stakeholder processes should not be as demanding as

processes have been up to now.

The fee amount should remain constant for some period of
time so that there is some certainty for permittees. It
seems that the General Fund that the Division receives
varies from year to year. If the fees are set, and the
General Fund decreases, how would that impact the

Division's operating budget?

As long as there is a string attached that it cannot be swept
into anther fund. The fees should be earmarked for that

specific purpose.

Two month reserve is prudent planning for emergencies, not
in planning that your expenditures will always exceed
income. This entire process is knowing that you over spend
constantly and need a way to increase your revenue rather
than understanding the causes for over spending and fixing

them.

We are in favor of the creation of a reserve, but we are not
convinced that these funds should come from the regulated
community. Federal funds have not been included in this
proposal; while there is no guarantee on the amount of
federal funds that the State will receive, the criteria for use
of these funds has not been discussed and no assurance has
been given that they will be used to keep fee increases to a
minimum. The use of federal funds to establish the reserve

fund should be considered.

Need more informaton.

Clarify that once the 16.5% balance is achieved, this will no
longer be part of the fee except to replenish 16.5% when
needed. Should federal fund ratio be increased to share in

this cost?

How would this 2 month reserve be developed?

Our budgets for 2017 are already set in stone.
The turnover in staffing is getting old. Lets get enough
funding for the program to retain staff.

For those who rely on public entities and/or ratepayers for
their revenue, sufficient time must be given to enable those
entities to adjust their budgets accordingly.

This answer depends on how exactly fee increases will be

achieved.

2017 budgets have already been set. Our budget year is a

calendar year.

It depends on how big the increase is. The larger the
increase, the more years it should be phased over

If it below, say 5% no; if yes, then no more than a 5%
increase year over year to the appropriate funding level.
Could also be based off size of company. | could handle a
larger increase, but I'm not a utility relying on consumers to

pay for a service.

Over 3 years at a minimum.
3 to 5 years

Upon developing a consensus proposal, WQCD should repose

this question to stakeholders.

2 years. Phasing may not be necessary if the magnitude of
the fee increase is not significant..

www.colorado.gov/cdphe/clean-water-fee-structure-discussion

Clean Water Fees Feedback from Meeting 1

Response
Comment noted.

Comment noted.

If General Fund decreases, cash funds will need to be increased
to accommodate the decreases. Federal funds are anticipated
to be flat for the next three to five years.

The specific line item appropriations for each sector supports
this philosophy.

The Water Quality Control Division does not overspend its
annual appropriation. The 16.5% fund balance is allowable by
statute in order to cover cash flow needs from one fiscal year
to another.

The reserve applies only to cash funds which are solely funded
by the regulated community. Therefore, federal funds cannot
be used to establish a cash fund reserve. Federal funds are
distributed to each sector which does offset the need for
higher fees.

Comment noted.

Federal funds cannot be increased. Once the 16.5% balance is
achieved this part of the fee could be removed.

This reserve would be developed by increasing fees for each
sector by 3.3% annually for five years.

Comment noted.
The department agrees that having a stable funding base
would help address employee retention.

Comment noted.

Comment noted.
Comment noted.

Comment noted.

Comment noted.

Comment noted.
Comment noted.

Comment noted.

comment noted.

5|8



Recommendation No.

Issue 3 - If sector specific 63
General Fund/cash funds
ratios are set in statute

how favorably would you  gg
view a clause in the statute
that after a 5-year period

cash fees would 66
automatically adjust based

on the General Fund/cash
fund ratio? This clause

could result in cash fee
increases or decreases that g7
vary annually.

68

Issue 4 - How favorably 69
would you view fees

remaining in statute with a 7
defined cap on fees that
could not be increased
without legislative

71
approval? This option would
allow the department or
Water Quality Control
Commission to establish
minor fee changes within
the statutory cap.

73

74

75

76

Do you have other feedback 77
or a different policy
recommendation or issue

that needs discussed? 8
Please describe.
79
80
81

COLORADO

Water Quality Control Division

Department of Public Health & Envircnment

Comment
We would prefer predictability.

With a max % of increase.

Automatic tax increases are destructive for effective cost
management.

Nothing should be automatic with regard to the fee
program. As noted above, certainty is critical for the
regulated community. In addition, there must be the
opportunity for oversight to ensure that there is efficient
and effective use of funds.

Wait until after the initial five year test is complete to
decide if this is appropriate.

This conflicts with Recommendation 1 to keep fees in

statute. It is not clear how this type of program would work

through existing budget and or AQCC processes.

Very clear definition is needed on what a minor fee change

IS...

Provided that the ratio nonsense is dropped and a statutory

min is begun starting with how much general fund is
currently in the program is adopted by bill

This would required some legislative consideration on
further taxing clean water.

We are generally in support of this idea, but would like to
see more information on how this works in practice. What

would the definition of "minor" be, how are changes in fees

distributed fairly across sectors, does this plan require

Clean Water Fees Feedback from Meeting 1

Response
Comment noted.

Comment noted.

Comment noted.

Comment noted.

Comment noted.

Comment noted.

Comment noted.

Comment noted.

Comment noted.

Minor would be defined by the amount under the cap that is
needed to cover the direct and indirect cost for each sector as
defined by the annual budget. It is assumed that the
department will conduct a similar stakeholder process for

public participation every five years and what does that look future fee review periods.

like?

While fee increases will likely be necessary, they will be less Cash, General and federal funds are the collective source of all

objectionable if general fund contributions are consistent,
federal funds are used to mitigate fee increases, and

ongoing oversight is maintained. All adjustments should be

transparent and supported by data.

This would be a total diversion from the route that we've
consistently agreed upon going. My organization would

oppose any fee authority being conferred to the
Commicsinn

Too uncertain - would require a cap on increases considered

in Issue 2.
This conflicts with Recommendation 1 to keep fees in

statute. It is not clear how this type of program would work

through existing budget and or AQCC processes.
We need to retain employees in the division.

We have to get a statutory minimum in statute as a
condition for a fee increase.

early notice from OSPB and the CDPHE about fee increases
has to be mandatory.

there has to be a lean program review every three years and

an audit committee review every 5 years.

If ratios remain then they have to be equal among sectors or

a 40-60 percent bandwidth adopted.

THE DEPARTMENT SHALL CONDUCT A STAKEHOLDER PROCESS

REGARDING THE APPROPRIATE AND NECESSARY FEES THAT
EACH SUBCATEGORY OF EACH SECTOR SHOULD PAY TO

ENABLE EACH SECTOR TO BE ADEQUATELY FUNDED BY FEES

COLLECTED FROM THAT SECTOR.

There have been incremental increases in available funds for

the reclaimed water program that don't seem tied to fees.
Transparency within the sectors would help. Also, while
input has been sought on how those funds are spent, that
input has not affected where funding goes and the process
seems to be exclusive.

Non-permittees should also be funding for services that they

receive. For example, participation in public hearings,
requests for information, etc.

www.colorado.gov/cdphe/clean-water-fee-structure-discussion

funds for the division. Though federal funds are not up for
discussion as part of this process, they have been included for
full transparency.

Comment noted.

Comment noted.

Comment noted.

The department agrees that having a stable funding base
would help address employee retention.

Comment noted.

Comment noted.

Comment noted.

General Fund, cash funds and federal funds support all services
the Clean Water Program provides to permittees and non-
permittees.
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Recommendation No. Comment

82 Stay the course. After all the stakeholder meetings and
discussions, there have been many common themes and
(more importantly) and general agreement that each sector
should 1) pay its own way and; 2) be funded with
combination of FF/GF/CF in a ratio that is consistent across
all sectors. Only the misguided direction of a JBC analyst
have diverted everyone else off that path, and it is
important that we remain true to it. If the Division proposes
a bill that rebalances fees in proportion, we will support it -
even if it means our sector increases. Consistency is
important. Coming up with yet another new scheme instead
of sticking with the path we are on would guarantee yet
another year of no progress.

83 Have other fee structures been considered? Has the Division
looked at how the other Divisions within CDPHE collect
permit-related fees? While maybe not directly applicable,
has the Division looked at how fees in other state clean
water programs are collected?

How favorably do you view 84 Don't agree with first assumption
the 5-year forecast that

was used to establish the

starting scenario of fee

changes? 85 Do not agree with first assumption.
86 Better cost management in needed to operate within the
limits of existing revenues.
87 5-year forecast that meets in the intent of HB16-1413.
88 Neutral: | don’t know enough to support or oppose the
forecast.
89 Additional information and discussion is necessary to ensure

that the assumptions used are appropriate. As noted above,
use of federal funds to establish the reserve fund would
alter the assumptions.

90 Process difficult to understand. Cannot easily track back
through calculations and understand if applied properly.
The columns on the effect of HB 1413 need more

explanation.
Comment on starting 91 There is no good policy argument for not making the ratios
scenario (as needed). equal between sectors. or said another way, all the sectors

can make a good argument for why they deserve general
funds, The spread between 25 and 75 percent will be too
large and at 75 percent the C&l sector faces a 150 percent
increase in fees. That is a total no starter. You will have a
GIANT fight on your hands with multiple companies trying to
kill the bill. This is your Dr. Phil moment to ask "what were

we thinkin?"

92 Better cost management in needed to operate within the
limits of existing revenues. Too volatile for changes.

93 As stated by the Division presentation to the Colorado

Stormwater Council on June 22, 2016, this starting scenario
meets the intent of the legislature and these ratios calculate
the appropriate and necessary fees that each subcategory of
each sector should pay to enable each sector to be
adequately funded by fees collected by from that sector.

www.colorado.gov/cdphe/clean-water-fee-structure-discussion

Clean Water Fees Feedback from Meeting 1

Response
Comment noted.

Modernizing the fee structure was discussed in Phase | of the
stakeholder process and did not receive favorable support from
stakeholders.

The first assumption is an escalation factor based on consumer
price index data. At this time the department has not received
input on an alternate method to develop a forecast.

The first assumption is an escalation factor based on consumer
price index data. At this time the department has not received
input on an alternate method to develop a forecast.

Comment noted.

Comment noted.

Comment noted.

All assumptions for the forecast were documented in a
spreadsheet available on the department's website. Federal
funds have been included for information purposes.

Comment noted.

The purpose of the starting scenario was to introduce the
concept of General Fund to cash funds ratio by sector and for
stakeholders to provide feedback on what the is appropriate
ratio of General Fund to cash funds for their sector. At this
time the department does has not recommended a percentage
fee change by sector. We will be seeking feedback during the
final two stakeholder meetings on fee changes.

Comment noted.

At the June 22, 2016 Colorado Stormwater Council division
staff stated that the 5-year forecast was the appropriate and
necessary spending authority from which to base a fee change
recommendation. The purpose of the starting scenario was to
introduce the concept of General Fund to cash funds ratio by
sector and for stakeholders to provide feedback on what the is
appropriate ratio of General Fund to cash funds for their
sector. At this time the department does has not
recommended a percentage fee change by sector. We will be
seeking feedback during the final two stakeholder meetings on
fee changes.
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Recommendation No. Comment Response

94 At the June 22, 2016 Colorado Stormwater Council division Comment noted.
staff stated that the 5-year forecast was the appropriate
and necessary spending authority from which to base a fee
change recommendation. The purpose of the starting
scenario was to introduce the concept of General Fund to
cash funds ratio by sector and for stakeholders to provide
feedback on what the is appropriate ratio of General Fund to
cash funds for their sector. At this time the department does
has not recommended a percentage fee change by sector.
We will be seeking feedback during the final two stakeholder
meetings on fee changes.

95 Biased question because it only requests favorable Comment noted.
responses.
96 It is not at all clear why these ratios 1) do not include Different scenarios will be discussed at the 2nd stakeholder

federal funding, and 2) are inconsistent across each sector. meeting.

97 The starting scenario does not appear to properly reflect Comment noted.
current funding levels and therefore is misleading regarding
how each sector is to be funded. The starting scenario
would have been more helpful if it had used the current
funding mix in the spreadsheet. It could have included the
first three quarters of actual data and a projection of the
fourth quarter. We need to understand the actual
difference in fees we will pay for our permits before
supporting this or other ratios.

98 This Staff Recommendation conflicts with Recommendation Comment noted.
1 to keep fees in statute and was developed without input
from stakeholders in a manner that disregarded prior efforts
of stakeholders and the division on HB-15-1249.
Furthermore, the ratios were developed without stakeholder
input per an arbitrary public/private benefit sliding scale
that is not accurately reflect the benefits and beneficiaries
of each CWP sectors' operations.

99 All sectors should be treated the same and all pay the same Comment noted.
percentage.
100 50/50 for Commerce and Industry Comment noted.

www.colorado.gov/cdphe/clean-water-fee-structure-discussion
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Meeting 2 Feedback S ST
30 responses

Summary

What sector do you represent? (if applicable)

Construction 1 3.3%
Commerce & Industry 4 13.3%
MS4 5 16.7%

Pesticides 1 3.3%

Public & Private Utilities 12 40%
WQ Certifications (401) 0 0%
Other 7 23.3%

SCENARIOS - General Fund/cash fund ratios

Scenario 2 - Resolve the deficit based on current General Fund to cash fund ratios

10

1 2 3 4 5

least favorable: 1 10 33.3%
2 4 13.3%

[e¢]

[e)]

S

N

https://docs.google.com/a/state.co.us/forms/d/10kGM-sVLhs25SgM O7GolQ433nwW cxMRthT 3ro5gKbEA/viewanalytics 1/6
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8/12/2016 Meeting 2 Feedback - Google Forms
3 5 16.7%
4 2 6.7%
most favorable: 5 9 30%

Comment (if applicable)

Not sure what why this is a "deficit". The General Fund should be used to pay a portion of the

program.

The current ratios don’t make sense. For instance, the General Fund costs (col. C) are currently
35% of the total cost (col. C+D), yet the percentage listed in col. | is 58%. This appears to be
an “apples and oranges” comparison. We believe the scenarios offered and the math behind
them are unnecessarily complex, making it impossible to support any scenario. We recommend
that a scenario be developed based on actual expenditures and budgets for the 2015-2016 year.
The handout at Meeting #1 should be updated to include actual 4th quarter budgets and
expenditures. A reasonable scenario would be to identify the sector surpluses or deficits, then
define the re-allocation by sector that would result in a 50/50 funding distribution between
General and Cash, plus any additional funding from both needed to meet calculated sector
deficits. Surpluses in a sector could be reallocated to the sectors with deficits. This would
provide an easily understand baseline that could then have the indirect, POTS, carryover fund
balance, and inflation factor adjustments added to generate 5-year average projections. This
baseline would then provide a meaningful comparison of current versus projected Cash funding
for each sector.

Fee increases for C&l are too high under this scenario. It is extremely difficult to justify
increased fees at this level with no promise of increased services.

Scenario 3 - Resolve the deficit through 50/50 General Fund to cash fund ratios for
C&l, MS4, PPU

10.0
7.5
5.0
2.5

0.0

least favorable: 1 6 20%

2 4 13.3%
3 6 20%
4 11 36.7%
most favorable: 5 3 10%

https://docs.google.com/a/state.co.us/forms/d/10kGM-sVLhs25SgM O7GolQ433nwW cxMRthT 3ro5gKbEA/viewanalytics
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Comment (if applicable)

While we would be less than enthusiastic about any fee increate without additional services, we
understand this may be the most palatable option for the JBC and the General Assembly and

would therefore have the most support of passing within a budget process.

a. Comment: This scenario appears to have the largest impact to the City’s current fees, with an
overall increase of 31%. Also see Scenario 2 comment regarding creation of a new baseline
balanced scenario.

Fee increases for C&l are too high under this scenario. It is extremely difficult to justify

increased fees at this level with no promise of increased services.
Scenario 4 - Resolve deficit with all General Fund.

10

1 2 3 4 5

least favorable: 1 10 34.5%

[e)]

N

N

2 2 6.9%
3 4 13.8%
4 5 17.2%
most favorable: 5 8 27.6%

Comment (if applicable)

Several years ago the WQCD hired quite a few new FTE and now can't pay for them. You have
to learn to live within your financial means, like the rest of us do. No offense meant but these
increasing fees hurt our rate payers. They don't get pay raises like this to be able to afford
higher drinking water and wastewater treatment rates.

| don't understand how the fees (cash fund) would go up by 16% as shown on Handout #8 if the
deficit is being resolved wholly by the General Fund. Please explain. Also, this probably isn't a
reasonable request for the potential impact to the state budget and therefore would get less
support from the JBC.

This scenario will have the smallest, though significant, impact on the City’s fees (16% increase
for the MS4 and P/P Util sectors combined). However, please explain why P/P Util fees will
increase overall by $359,807 when the deficit is funded by the General Fund and only by

$74,797 when current spending ratios are used. The original proposal at the first meeting had

https://docs.google.com/a/state.co.us/forms/d/10kGM-sVLhs25SgM O7GolQ433nwW cxMRthT 3ro5gKbEA/viewanalytics 3/6
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total P/P Util fees dropping by 28% and the MS4 fees dropping by 26%. Why is that proposal no
longer being considered? Also see Scenario 2 comment regarding creation of a new baseline

balanced scenario.

Question: Within the new spreadsheets (FY2015-16 Year End Report Spreadsheets + FY-2016-
17 Budget), how is the administrative line item in the budget accounted for in these
spreadsheets? Shouldn't the administrative line item remain constant, or at a maximum, adjust
commensurate with the marginal changes in total FTE that would occur at specific funding
levels? Does the WQCD believe that the administrative line item must grow commensurate with
the increases that this process is otherwise attempting to achieve to maintain CWP operations?
-- While resolving the entirety of the CWP’s budgetary needs with General Funds would likely be
very difficult to advance politically given the existing budgetary pressures, an increased level of
General Fund support will be needed to decrease the permit fee % increases in some sectors,
and particularly in the C&l sector. Understanding what level of General Fund investment is
required to implement each of the Scenarios 2, 3, and 4 as depicted in the most recently
provided “Handout 3” will be an important step toward helping all stakeholders understand the
range of options and political considerations associated with each. It is not unreasonable that
sectors including private industry operators would receive increased levels of General Fund
support due to the fact that private industry is a significant drivers/generators of General Fund
revenues in the state of Colorado, particularly compared to other CWP sectors. Furthermore, the
final legislative report and recommendations of this stakeholder process delivers to the
legislature should recommend that the legislature act to require the following: 1) that the
legislative audit committee conduct a formal audit of the Clean Water Program, 2) that a “Lean
Program” review of the CWP program administration/operations be conducted, aimed at
identifying best practices, opportunities to increase efficiencies, and elements of permitting
review, renewal, and oversight that can be expedited or streamlined at no cost to the program or
regulated permittees; 3) as part of efforts aimed at identifying opportunities to increase
efficiencies, the WQCD shall work to implement existing statutory and regulatory directives to
develop and utilize a “risk based” approach to permit renewal. Per CRS-25-8-501(3)(j) and
Discharge Permit System Regulation No. 61.1(5) which was adopted by the WQCC, the Division
ought to work to identify criteria for determining which permits can be reissued with minimal or
no change and then limit the amount of work required to renew permits that have minimal or no
changes and meet the established criteria. -- 61.1(5) RISK BASED PERMIT RENEWAL For any
permit, at the time of permit renewal, the Division shall use a risk-based approach applied to the
receiving water(s) that considers the most recent water quality/quantity information, information
in the renewal application, and any other relevant information, to determine whether the permit
can be reissued with minimal or no change. The Division shall establish criteria by which this
determination will be made and shall update those criteria at a minimum of every five years or

as directed by the Commission.

Would like to see additional GF $ for Commerce and Industry so the fee increase is more in line
with PPUs and MS4s.

Fee cap: The department would like your feedback regarding a 20% cash fee cap for
each sector. How favorably would you view cash fees remaining in statute with a
defined cap on cash fees that could not be increased without legislative approval?

https://docs.google.com/a/state.co.us/forms/d/10kGM-sVLhs25SgM O7GolQ433nwW cxMRthT 3ro5gKbEA/viewanalytics 4/6
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This option would allow the department or Water Quality Control Commission to
establish minor cash fee changes within the statutory cap.

least favorable: 1 7 23.3%
2 2 6.7%
3 6 20%
4 9 30%
most favorable: 5 6 20%

How favorably do you view the Water Quality Control Commission setting minor cash
fee changes within a statutory cap?

least favorable: 1 6 20%
2 4 13.3%
3 8 26.7%
4 8 26.7%
most favorable: 5 4 13.3%

Comment (if applicable)

Completely oppose these concepts.

Gives them some added flexibility without needing to go to legislature.

https://docs.google.com/a/state.co.us/forms/d/10kGM-sVLhs25SgM O7GolQ433nwW cxMRthT 3ro5gKbEA/viewanalytics 5/6
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Fees shall remain in statute. No exceptions. Maybe a 10% Fee cap could be more reasonable
rather than a 20% increase, but would require public comment and hearings with the Water
Quality Control Commission (WQCC). This proposal should be vetted with stakeholders.

We feel that 20% change could be excessive. If the cap were to be set at 10%, we could give
this answer a "4".

a. Some minor increase in fees could be allowed without going back to the legislature, but 20%
is too much given that funding 16.5% program balance is already included in the fees along with
a very high inflation increase of 4% per year. It is recommended that the total cap (including the

3.3%/year fund balance) not exceed 10%.
More efficient & provides some certainty.

A proposal to insert a fee cap into statute and or allow the WQCC to set fees runs contrary to
the primary assumption for his process that "fees remain in statute." The legislature should
retain its primary role in leading efforts to consider and debate the merits of fee change
proposals that the Division has developed in coordination with the regulated permittee
community. Retaining specific fees in statute is critical to preserving the legislature's lead role in
this process. Additionally, the supplemental budget request process exists to aid Colorado's
state agencies and their divisions respond to marginal fluctuations in their revenues and

expenditures that occur throughout each fiscal year.

Need a definition of "minor" for more discussion

Number of daily responses

10.0
7.5
5.0

2.5

/

https://docs.google.com/a/state.co.us/forms/d/10kGM-sVLhs25SgM O7GolQ433nwW cxMRthT 3ro5gKbEA/viewanalytics
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Water Quality Control Division

DATE/TIME: D18 (o

Cw R'{( S

-3 pon

PARTICIPANT NAME

COMPANY/ORGANIZATION

PHONE

EMAIL NOTIFICATIONS

Emailed about
this meeting?
(yes/no)

If NO - enter email for
notification of future meetings
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Timestamp

5/18/2016 12:57:04
5/18/2016 12:57:55
5/18/2016 12:59:01
5/18/2016 13:02:04
5/18/2016 13:02:34
5/18/2016 13:06:32
5/18/2016 13:06:55
5/18/2016 13:08:10
5/18/2016 13:10:13
5/18/2016 13:13:55
5/18/2016 14:34:35

Participant Name
Brandon Simao
Jessica Freeman
Bonnie Pierce
Justine Shepherd
Aaron Repp
Jennifer Webster
Mike Harris
Glenda DeBekker
Christine Johnston
Ginny Johnson
Nancy Klootwyk

Company/Organization

Kraemer North America

Colorado Agricultural Aviation Association
City of Fort Collins

Vranesh and Raisch, LLP

Arapahoe County Public Airport Authority
Pioneer Natural Resources
CDPHE/WQCD

City of Canon City

Xcel Energy

Colorado Springs Utilities

Southern Ute Growth Fund SECMG

Phone

303-356-3001
970-217-5293
970-416-4255
303-443-6151
303-218-2922
303 916 1694

719-276-5265
303-294-2224

Were you emailed
about this meeting?

Future Meetings
Yes

Yes

Yes

Yes

Yes

No

Yes

Yes

Yes

7196684375 Yes

970-764-6483

Yes

Enter Email Address to be Advised of
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Timestamp Participant Name
7/19/2016 12:57:25 Justine Shepherd
7/19/2016 13:05:27 bret icenogle
7/19/2016 13:05:29 Bonnie Pierce
7/19/2016 13:06:36 Jason Hunter
7/19/2016 13:06:53 Karen Behne
7/19/2016 13:07:09 Aaron Repp
7/19/2016 13:07:12 Jamee Allen
7/19/2016 13:10:16 Ginny Johnson
7/19/2016 13:41:52 Brandy DelLange

Company/Organization

Vranesh and Raisch, LLP

cdphe/wqcd

City of Fort Collins

Aspect Petro

Niwot Sanitation District

Arapahoe County Public Airport Authority
Climax Molybdenum

Colorado Springs Utilities

Colorado Counties Inc

Phone

303-692-3278
970-416-4255

303-652-2525
303-218-2922

Were you emailed
about this meeting?

Yes
Yes
Yes
No

Yes
Yes
No

7196684375 Yes
3039104297 No

Enter Email Address to be Advised of
Future Meetings
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Timestamp Participant Name
8/4/2016 13:55:04 Richard Orf
8/4/2016 13:59:12 Aaron Repp
8/4/2016 13:59:26 Bonnie Pierce, Ph.
8/4/2016 14:04:30 bret icenogle
8/4/2016 14:12:13 Ginny Johnson

Company/Organization

Orf & Orf PC

Arapahoe County Public Airport Authority
City of Fort Collins

cdphe/wqcd

Colorado Springs Utilities

Were you emailed
Phone about this meeting?

303885905 No
3032182922 Yes
9704164255 No
7204258608 Yes
7196684375 Yes

Enter Email Address to be Advised of
Future Meetings
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—N (:A(: COLORADO ASSOCIATION
OF COMMERCE & INDUSTRY
June 30, 2016

Patrick Pfaltzgraff, Division Director

Water Quality Control Division

Colorado Department of Public Health and Environment
4300 Cherry Creek Drive South

Denver, Colorado 80246

RE: Clean Water Program Permit Fee Structure Stakeholder Process, June 30" Feedback

Dear Director Patrick Pfaltzgraff,

The Colorado Association of Commerce & Industry (CACI) is the State Chamber of
Commerce, representing hundreds of businesses of all sizes and industries across the state, as
well as trade associations, economic development organizations, and local chambers of
commerce. On behalf of our members, CACI has been participating in the Water Quality
Control Division’s (WQCD) Clean Water Program (CWP) Fee Structure Stakeholder Process.

Due to the nature of this issue and the structure of the online feedback survey, CACI feels
it is necessary to communicate the following priorities and concerns of CACI and our impacted
members regarding this process and potential changes to the Clean Water Program’s permit fee
structure:

1. CACI welcomes the WQCD “Policy Recommendation” that “fees remain in statute,” as
presented by WQCD leadership at the initial May 18" stakeholder meeting of this process (see,
Slide 20, Clean Water Fee Bill Stakeholder Meeting Presentation, May 18, 2016). CACI
continues to prioritize keeping the CWP’s specific permit fee amounts defined in statute. This
has long been the position of CACI’s membership and CACI has consistently communicated this
position throughout the three-plus years of stakeholder processes focused on potential changes to
the program’s permit fee structures and amounts.

Retaining fees in state statute provides regulated permittees certainty over time regarding
the permit fee amounts that they are required to pay. Retaining statutory fee amounts also
requires that the legislature openly debates critical policy changes associated with future changes
to the CWP’s permit fee structure, including but not limited to the fee amounts, appropriate
levels of General Fund support for the CWP, the WQCD’s accounting and transparency practices
regarding program revenues and expenditures, and the WQCD’s reporting to stakeholders and
the legislature regarding the efficiency and performance of the Division in administering the
CWP. CACI believes it is critical that regulated permittees responsible for paying permit fees
have the opportunity to engage CDPHE, WQCD, industry stakeholder across the CWP’s sectors,
and legislators when proposals regarding potential changes to the CWP permit fee structure or
fee amounts are being developed or advanced.


https://www.colorado.gov/pacific/sites/default/files/WQ_CWfees_Presentation_05-18-16.pdf

Recent and relevant legislative efforts surrounding HB-15-1249 and HB-16-1413, and the
resulting increased levels of data collection, transparency, and reporting regarding WQCD’s
accounting of program revenues and expenses by CWP sector offer clear examples of the
importance of open discussion and stakeholder dialogue that includes the regulated permittee
community, the WQCD staff, and the legislature. CACI applauds the WQCD’s efforts to
respond to the statutory directives regarding data collection, transparency and reporting in both
HB-15-1249 and HB-16-1413. The reporting of sector-by-sector CWP revenues and
expenditures by fund type (General Fund, cash fund, and federal fund), and WQCD’s work to
communicate this data to stakeholders has been essential to the ongoing and productive
discussions regarding potential changes to the CWP permit fee structure or fee amounts.

2. CACI does not oppose permit fee increases as a matter of principle, and remains open to
considering permit fee structure proposals that include permit fee increases commensurate with
justifiable funding needs necessary to maintain CWP operations. CACI also believes that within
a statutory permit fee structure, the existing budgetary process and supplemental request
processes provide adequate opportunity to the WQCD to submit needed General Fund
adjustments on an annual or biannual basis to respond to marginal fluctuations in cash fund or
federal fund revenues. Assuming that General Fund support for the CWP is maintained at
current levels or adjusts up or down with cash fund revenues per an agreed upon target “Cash
Fund-General Fund Revenue Ratio,” and that the WQCD works with the regulated permittees
across the CWP sectors to gain consensus support for the target revenue ratios and corresponding
fee adjustments needed to addressed the existing operational deficit the Division now faces,
CACI believes that the annual budget and supplemental processes provide the WQCD with
meaningful opportunities to address future marginal fluctuations in CWP revenues.

3. General Fund appropriations dedicated to supporting the CWP should be maintained, if not
increased, alongside potentially significant increases to CWP permit fee amounts. CACI also
believes that state statute should set a statutory minimum annual General Fund appropriation for
the CWP, set to FY-2016-2017 levels or higher.

The Colorado legislature should not take Colorado’s clean water resources for granted,
nor should the legislature seek to increasingly shift the cost burden of the CWP’s administration
onto the regulated permittee community. Clean water is essential to all aspects of life, commerce
and industry throughout the State of Colorado. Clean water resources are also a principal
element of the pristine natural environment that underlies Colorado’s identity and culture, as well
as our state’s status as a national and international tourism destination for outdoor enthusiasts.
Accordingly, the benefit of clean water resources to Colorado’s general health, wellness, and
environment is shared broadly throughout the state without limitation.

Furthermore, General Funds are not a “subsidy,” and General Fund support for the CWP
is in no way an undue corporate subsidy. General Funds are comprised of tax revenues collected
form general state constituencies for the purpose of supporting programs and initiatives that
preserve and augment public good throughout the state. Without question the CWP is such a
program, as all Colorado citizens, all elements of Colorado’s economy, and the preservation of
Colorado’s pristine environment depend directly upon the protection of our state’s clean water
resources. Accordingly, the Colorado legislature should recognize both the importance of
Colorado’s clean water resources and the shared benefit of these resources to all Coloradans by
maintaining or increasing General Fund support for the CWP.



4. Every three (3) to five (5) years, the legislature, in coordination with the WQCD and the
regulated CWP permittee stakeholders, should review the impact that changes to the CWP permit
fee structure and fee amounts have generated on the CWP operations and stakeholders. Regular
reviews on a three-year or five-year cycle will allow all vested stakeholders to analyze the

impact that existing statutory policy is having on CWP operations, revenues and expenditures,
and any specific policy goals defined in statute. Regular reviews will also provide the WQCD
and regulated stakeholders a statutorily defined opportunity to work with the legislature to
develop and advance new policy proposals to ensure that the statutory permit fee structure
accurately reflects the operational realities of the CWP and the needs of CWP permittee
stakeholders.

5. CACI believes that at least one year in advance of the initial statutorily required legislative
review of the CWP permit fee structure, the legislature should act to require the following two
actions: 1) a full audit of the CWP by the legislative Audit Committee, and 2) a Lean program
performance review of the CWP to determine the effectiveness of the WQCD in administering
the CWP and the degree to which the WQCD implements best practices aimed at achieving
efficiencies in the permit application review and permit renewal processes. The WQCD should
collaborate with the regulated community to identify best practices that are currently being
utilized by similar regulatory programs in other states and or other regulatory permitting
programs administered by CDPHE, and to identify the key considerations that should be
addressed in the Lean performance review of the CWP’s administration.

6. Regulated permittees that pay CWP permit fees should not bear the cost burden of “concerned
citizen” challenges to CWP permit applications. Simply stated, any individual or entity that
challenges a pending permit application during the public notice and comment period of the
public permit review process so as to create increased workload demands on WQCD’s CWP
permitting staff should be subject to permit fees or “permit challenge” fees commensurate with
the level of service that their permit application challenge generates. At best, the challenging
party should be directly responsible for fees commensurate with the workload increase resulting
from their permit challenge. At the very least, unfunded workload increases unrelated to the
WQCD’s review of pending permit applications exist as yet another reason that General Fund
support for the CWP should be maintained or increased, as common sense and fairness dictate
that neither an operator nor the broader regulated permittee community should be forced to bear
the administrative cost burden associated with responding to permit challenges that are directly
adverse to the interests of regulated operators.

The following questions have been raised during CACI’s internal stakeholder meetings focused
on generating feedback regarding the WQCD “‘starting scenario” by June 30:

Regarding the current and future funding levels needed to support CWP operations:

Can the WQCD identify the specific amounts of total revenue and sector-by-sector revenue
support that it projects it will require to operate the CWP:

- To maintain the current level of services?

- To maintain the current level of services throughout the next 3 or 5 years?



- To maintain the current level of services throughout the next 3 or 5 years and build
the 16.5% revenue reserve?

- To maintain the current level of services throughout the next 3 or 5 years and achieve
specifically identified policy goals?

***CACI believes that a clearer understanding of the funding levels required by the WQCD to
administer the CWP and achieve specific policy goals - in the coming year and over time - is
critical to ongoing discussions regarding how to amend the existing CWP permit fee structure
and fee amounts. A precise understanding of WQCD’s current and future funding needs — by
revenue type — for CWP administration in total and by CWP sector will have a direct impact on
efforts to calculate the revenue levels by revenue source needed to fund each sector. In effect,
beginning with a precise understanding of the current and future funding levels required by the
WQCD to administer the CWP will allow stakeholders to “work backward” from those amounts
to understand what impact various “revenue ratios” could be utilized to achieve the defined
funding needs, and what impact those ratios will have on each CWP sector’s permit fee structure
and fee amounts.

Reqgarding Federal Funds & the Interactive Clean Water Fee Tool:

How are federal funds accounted for by this tool?

Colorado’s FY-2016-2017 budget includes spending authority for $1,001,155 in Federal
Funds across the six CWP sectors, including $242,066 for the Commerce & Industry
Sector and $488,247 for the Public & Private Utilities Sector. Federal funds amount to
approximately 16% of the total budgeted spending authority for the CWP, approximately
14.6% of the total budgeted spending authority for the C&I sector, and approximately
19% of the total budgeted spending authority for the P&PU sector. If nearly 16% of the
total budget for the CWP is simply unaccounted for in the functionality of the interactive
fee tool, it is impossible for stakeholders to gain an accurate understanding of the
potential impact that different general fund and cash fund ratios for each CWP sector will
generate on the fee amounts paid by each sector. The tool’s failure to account for the fact
that neither the Pesticides Sector or the Water Quality Certification Sector receive any
General Funds further complicates the accuracy of the tool in helping stakeholders
understand the impact of potential policy changes.

How does the WQCD plan to expressly account for federal revenue and expenditure levels and
the impact that federal revenue and expenditure levels will have on the CWP’s General Fund and
Cash Fund revenue needs by CWP sector?

Are significant changes to the revenue sources used to fund operations for the Pesticides Sector
or the Water Quality Certification Sector likely to occur?

At this point, neither of these sectors receive any General Fund support, and are primarily
cash funded or supported by federal funds due to the nature of each sectors’ operations.

If a revenue ratio were to be applied to these sectors, as is being considered for the other
CWP sectors, then the allocation of General Fund revenues to these sectors will have the
effect of decreasing General Funds available to support the other four sectors. Therefore,



this would again increase the pressure to increase cash fund revenues from the remaining
four sectors.

If CWP “fees remain in statute” is maintained as a WQCD policy recommendation and
underlying assumption for this this stakeholder process, is it necessary to also legislate revenue
ratio requirements into statute? If such ratios were legislated into statute, how would these
revenue ratios interact with permit fee amounts specifically defined in statute? And if revenue
ratios were inserted into statute, what processes and timelines — legislative, budgetary, and
regulatory — would be required to adjust permit fees and General Fund levels, and what entities
would be directly involved in this process? What role would CWP permittee stakeholders play
in this process?

Finally, CACI believes that it is important that the next steps of this stakeholder process work to
clearly identify total revenue levels the WQCD requires to maintain CWP operations and or
achieve additional specifically defined policy goals, and to also expressly identify what the
appropriate General Fund, cash fund, and federal fund revenue target goals must be in order for
each CWP sector to maintain CWP operations over time. While CACI is not prepared at this
point in time to propose specific target levels of revenues to be achieved by revenue category
(General Fund, cash fund, federal fund) within either the Commerce & Industry Sector or the
Public & Private Utilities Sector, CACI believes that to the greatest extent possible, this process
should seek to equitably balance the cost and revenue burdens across the various revenue
categories, except where the existing structure and or express policy goals of a specific CWP
sector dictate otherwise.

Thank you in advance for WQCD’s consideration of CACI’s comments regarding this pressing
matter. If you have questions or concerns regarding this comment submission, please contact
CACI Director of Government Affairs, Daniel O’Connell at 303-866-9622 or
doconnell@cochamber.com.

Thank you,

Daniel O’Connell

CC: Karin McGowan, Deputy Executive Director, CDPHE
Michael Nicoletti, Legislative Liaison, CDPHE
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2 messages

Rowan, Nicole <nicole.rowan@state.co.us> Mon, Aug 1, 2016 at 2:49 PM
To: Dan O'Connell <doconnell@cochamber.com>

Cc: "Pfaltzgraff - CDPHE, Patrick" <patrick.j.pfaltzgraff@state.co.us>, Sonja Vaught - CDPHE

<sonja.vaught@state.co.us>, Rich Hull <rich.hull@state.co.us>, Meghan Trubee - CDPHE <meghan.trubee@state.co.us>

Hi Dan, see our responses to your questions below. The survey has closed, but | have reopened it for you and other CACI
members. The link is here: LINK REMOVED, SURVEY NO LONGER AVAILABLE.

1. Status Quo - underlying assumptions
a.) Clarification regarding whether filling outstanding CWP staff vacancies are/ are not included in the
projected funding numbers in today’s handouts 1 and 2.

The department will fill all the outstanding vacancies that we can within our spending authority. If we are not
successful in addressing the deficit shown in Handouts 1 and 2 we will likely have to keep 20 to 22 vacancies open so
that we do not exceed our budget. Based on current projections, which are subject to change based on our federal
allocation and other factors, if we are successful in addressing the deficit we will have to leave 5 to 7 positions
vacant. We are currently holding 13 positions vacant. That means if we are successful in addressing the deficit we
will be able to backfill 6 to 8 of the current positions we are holding vacant.

2. Status Quo - underlying assumptions

a.) Clarification of what assumptions are factored into the WQCD’s understanding of the “status quo” level of services
that can be “maintained” should this ongoing stakeholder process produce a proposal that helps WQCD overcome the
identified budget deficit.

Over the past year and in our work planning for this year we have and will continue to support stakeholder efforts
such as the Water Quality Forum and its work groups. This is in addition to our core work such as issuing permits,
completing inspections, completing water quality assessments, water quality planning, serving as staff to the Water
Quality Control Commission, providing compliance assistance, issuing enforcement actions and conducting site
application and design reviews. In addition, the program works directly with the regulated community on developing
proposals that result in regulatory relief such as:

¢ Discharger specific variances. In past year the department has worked with Suncor Energy on developing a
discharge specific variance that will be reviewed by the Water Quality Control Commission in October 2016.

e The department is working with Mt. Emmons Mining Company on site specific standards that will be reviewed by
the Water Quality Commission in June 2017.

¢ The department worked with Xcel Energy on a category 4B plan which is an alternative to a Total Maximum Daily
Load and this was adopted by the Water Quality Control Commission in March of 2016.

If we are not successful in addressing our deficit we will have to focus solely on core work efforts.

b.) This overlaps with Question 1 to some degree, as whether staff vacancies are filled will have some impact on the
level of services being maintained will increase or not.

See answer to question 1.

c.) Essentially this question is CAClI members asking, if the budget deficit is overcome, and perhaps surpassed if the
phased-in increases for CPI growth (2.3%/yr for 5 years) and building the fund reserve (2%/yr over 5 years) policy
goals are factored in, what if any benefit will the regulated community experience in terms of the level of services it
receives?
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We anticipate that the CPI growth will cover increases for program staff salaries and benefits once we backfill the
positions discussed in question 1 as costs increase over the next five years. We do not anticipate that the CPI increase
will allow us to “grow” the program or increase services. It will allow us to maintain existing services discussed in the
answer to question 2.a. The purpose of the fund reserve is allow for smooth transition between fiscal years as
revenues catch up with expenditures on an annual basis. The fund reserve is not intended to be used for new services
or to grow the program.

d.) | think CACI members understand that this conversation is more about overcoming the existing, identified budget
deficit, but any information regarding what will be or will not be funded under the existing funding numbers being
used in the handouts would be helpful.

See answers to questions 1, 2.a., 2.b., and 2.c.

3. Proposal Scenario “Runs”

a.) Can CWP staff complete the Multi-Colored FY-2015-16 Revenue and Expenditure tracking document with Q4 data
and then use this sheet as the baseline for generating proposal scenario runs based on the actual spending data by
sector?

The division is unable to complete the analysis based on actual spending data. See the explanation below.

i. If thisis not a legitimate approach, please provide information regarding why “Actual” expenditure data
from multi-color FY-2015-16 sheet is so different from approach taken in Handouts 1 and 2 from today’s meeting.

The division is sharing with all stakeholders an updated revenue and expenditure tracking document. It is important to
note the update is still an estimate because we are currently working to close out the previous year. Please refer to
the “Fiscal Year 2015-16 Year End Report” and “Fiscal Year 2016-17 Budget” information that is attached to this
email. For fiscal year 2015-16, the program’s budget was $11.8M but expenditures were $9.9M. On the surface it
appears that the program should be fine. However, the program only expended $9.9M because our cash spending
authority budget was more than the revenue received and we can’t spend more than the revenue we receive. In
addition, the federal award was less than the budgeted amount. Another way to look at the issue is that the program
had staff to support $11.8M but only could spend $9.9M. We have attempted to summarize how we addressed this issue
on the “Fiscal Year 2015-16 Year End Report”:

« In the “deficit” portion of the 2015-16 report, we summarize the cash spending authority deficit by sector. This is
the amount of money by sector that was not available because revenue generated was less that our budgeted
spending authority. To address this portion of the deficit, the program held nearly every vacancy open that
occurred during fiscal year 2015-16.

e The “deficit’ portion of the 2015-16 report also summarizes the additional general fund money that was above and
beyond was included in our budget. This general fund was provided with POTS funding from vacancy savings
throughout other divisions within the department. In addition, for 2015-16 we received a one-time subsidy amount
of General Fund. This was used to support the sectors.

¢ Finally, the “deficit” portion of the 2015-16 report summarizes the additional federal funds that were used above
the $1.4M we received for sector related work. We used a portion of this year’s federal funds to support the
program as well as funds that are typically used for operating, travel and monitoring.

Another way to look at the deficit is to look at the changes between fiscal years 2015-16 and 2016-17 summarized in
the “Fiscal Year 2016-17 Budget”. Cash spending authority, federal spending authority and general fund were reduced
so that our budget reflects expected revenue. For Commerce & Industry, MS4 and Public and Private Utilities, cash
spending authority was reduced by $1.5M from fiscal year 2015-16 to 2016-17. HB16-1413 was intended to replace
this spending authority plus the loss of the General Fund from the supplemental amount provided to the program for
fiscal year 2015-16.

b.) Runs of different proposal scenarios and impact on each CWP sector’s cash fees based on actual spending amounts
included in the multi-colored FY-2015-16 Revenue and Expenditure by CWP Sector Tracking Sheet.
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Instead of the runs of different scenarios based on the actuals from 2015-16, we have updated potential fee changes
based on the reducing indirect (27.5 to 25.5%), change to CPI (3.3 to 2 percent) and the fund balance (from 16 to 10
percent). See “Scenario Summary” that is attached to this email.

4. Proposal Scenarios:

1 Resolve deficit with cash funds

2. Resolve deficit based on current General Fund to cash fund ratios

3 Resolve deficit based on 50/50 GF to cash fund ratios for C&l, MS4, and PPU sectors
4 Resolve deficit with General Fund

a.) While this request is not indicative of CACI’s support for one or any of these proposals at this point, it will be very
helpful to see what runs look like using updated data based on “Actual” CWP needs and deficits by sector as identified
by most recent accounting of “actual” revenue and expenditure data.
b.) It appears to CACI, after considering today’s conversation and then comparing the data in the referenced multi-
colored document with data from today’s Handouts 1 + 2...that the “Actual” Expenditure data on the multi-colored
FY-2015-16 tracking sheet is the most accurate reflection of each sectors revenues, expenditures, and sector
deficits.

See answers provided to question 3.

b.) Regardless of bottom line funding in FY-2015-16 and potential expenditure “fungibility” across sectors, the
“Actual” expenditure data should be as close to a reflection of the real/”actual” needs of each sector, as well as
each sectors’ revenues and expenditures by fund source.

See answers provided to question 3.

Nicole Rowan, P.E.
Clean Water Program Manager

CE COLORADO
=/ Department of Public
- s
A~ Health & Environment
P 303.692.6392 | F 303.782.0390
4300 Cherry Creek Drive South, Denver, CO 80246
nicole.rowan@state.co.us | www.colorado.gov/cdphe/wqcd

24-hr Environmental Release/Incident Report Line: 1.877.518.5608



WATER QUALITY CONTROL DIVISION
FISCAL YEAR 2016-17 BUDGET

COLORADO DEPARTMENT OF PUBLIC HEALTH AND ENVIRONMENT

FY2015-16 FY2016-17 HB16-1405 |HB16-1413*| FY2016-17

Total Expenditures: Budget Changes Budget Budget Total

Commerce and Industry $3,328,100 ($561,120)| $2,766,980 $553,873 | $3,320,853
General Fund $780,215 $402,906 $1,183,122 $553,873 $1,736,995
Cash Fund $1,532,146 ($282,459)| $1,249,687 $0 | $1,249,687
Federal Funds $1,015,739 ($681,567)]  $334,172 $0 $334,172
Construction $1,927,961 $662,491 | $2,590,452 SO0 | $2,590,452
General Fund $519,264 $57,623 $576,886 S0 $576,886
Cash Fund $933,201 $921,308 $1,854,508 SO0 | $1,854,508
Federal Funds S475,497 (5316,439) $159,058 SO $159,058
MS4 $393,022 ($97,575) $295,447 $92,312 $387,759
General Fund S116,777 (59,230) $107,547 $92,312 $199,859
Cash Fund $180,650 (541,981) $138,669 SO $138,669
Federal Funds $95,596 (546,364) $49,231 SO $49,231
Pesticide $202,212 ($33,827) $168,385 1] $168,385
General Fund $140,591 (5140,591) SO SO SO
Cash Fund $61,621 (531,320) $30,301 SO $30,301
Federal Funds SO $138,084 $138,084 SO $138,084
Public/Private Utilities $5,413,771 ($1,553,000)| $3,860,771 | $1,200,059 $5,060,831
General Fund $1,653,445 $246,070 $1,899,515 | $1,200,059 $3,099,575
Cash Fund $2,461,318 (51,174,253) $1,287,065 SO $1,287,065
Federal Funds $1,299,008 (5624,817) $674,191 SO $674,191
WQ Certification $357,461 $19,811 $377,272 $0 $377,272
General Fund $31,314 (531,314) SO SO SO
Cash Fund $326,147 $23,508 $349,655 SO $349,655
Federal Funds SO $27,617 $27,617 S0 $27,617
General Fund Subsidy $245,457 ($245,457) S0 S0 S0
General Fund $245,457 (5245,457) SO S0 SO
Cash Fund SO S0 SO S0 SO
Federal Funds SO SO SO SO SO
Total $11,867,984 ($1,808,677)| $10,059,307 | $1,846,244 | $11,905,551
General Fund $3,487,063 $280,008 $3,767,070 | S1,846,244 $5,613,314
Cash Fund $5,495,082 (5585,197) $4,909,885 SO | $4,909,885
Federal Funds $2,885,839 (51,503,487)| $1,382,352 SO $1,382,352

*HB16-1413 was a one time transfer of funds from the division's water quality improvement

fund to the General Fund.




COLORADO DEPARTMENT OF PUBLIC HEALTH AND ENVIRONMENT
WATER QUALITY CONTROL DIVISION
FISCAL YEAR 2015-16 YEAR END REPORT

Total Deficit
Total Expenditures: Budget Est. Actual* Cash General Fund**| Federal*** Total
Commerce and Industry $3,328,100 $2,605,109 ($532,026) ($55,000)| ($212,091)| ($799,117)
General Fund $780,215 $997,062 $0 ($55,000) $0 ($55,000)
Cash Fund $1,532,146 $1,000,120 ($532,026) SO SO ($532,026)
Federal Funds $1,015,739 $607,926 $0 $0 | ($212,001)] ($212,091)
Construction $1,927,961 $1,773,015 1] SO SO 1]
General Fund $519,264 $291,751 SO SO SO SO
Cash Fund $933,201 $1,424,096 SO SO SO SO
Federal Funds $475,497 $57,168 SO SO SO SO
MS4 $393,022 $355,637 ($36,185) ($6,000) (541,462) ($83,647)
General Fund $116,777 $122,965 SO (56,000) SO (S6,000)
Cash Fund $180,650 $144,465 ($36,185) SO SO (536,185)
Federal Funds $95,596 $88,207 SO SO (541,462) ($41,462)
Pesticide $202,212 $125,297 1] SO SO 1]
General Fund $140,591 $114,572 SO SO SO SO
Cash Fund $61,621 $10,725 SO SO SO SO
Federal Funds SO SO SO SO SO SO
Public/Private Utilities $5,413,771 $4,671,213 | ($263,281) ($179,000)| ($295,389)] ($737,670)
General Fund $1,653,445 $1,533,888 SO (5179,000) SO (5179,000)
Cash Fund $2,461,318 $2,198,037 (5263,281) SO SO (5263,281)
Federal Funds $1,299,008 $939,288 SO SO (5295,389) (5295,389)
WQ Certification $357,461 $161,308 S0 1] 1] S0
General Fund $31,314 $151,017 SO SO SO SO
Cash Fund $326,147 S0 S0 SO SO S0
Federal Funds SO $10,291 SO SO SO SO
General Fund Subsidy $245,457 $245,495 0] ($245,495) 1] ($245,495)
General Fund $245,457 $245,495 $0 ($245,495) $0 | ($245,495)
Cash Fund SO SO SO SO S0 S0
Federal Funds SO SO SO SO SO SO
Total $11,867,984 $9,937,074 ($831,492) ($485,495) ($548,941)| ($1,865,928)
General Fund $3,487,063 $3,456,750 $0 ($485,495) $0| ($485,495)
Cash Fund S$5,495,082 $4,777,443 ($831,492) SO SO ($831,492)
Federal Funds $2,885,839 $1,702,880 S0 SO (5548,941) (5548,941)

*Fiscal year 2015-16 has not officially closed. Actual expenditures are subject to change.

**The division received $240,000 of additional general fund money that was above and beyond what was included in our
budget. This general fund was provided with POTS funding from vacancy savings throughout other divisions within the
department. This column summarizes how that $240,000 was distributed among C&I, MS4, and PPU.

***The division only received $1.4M in federal funds for sector related work. This column summarizes how federal money
from this fiscal year plus federal money that was pulled from operating, travel and monitoring activities was distributed

among C&l, MS4, PPU.




CEE COLORADO
\ Water Quality Control Division

Department of Public Health & Environment

Handout 3

Comparison of fee changes by scenario

Scenario 2
Resolve deficit based Scenario 3
on current General Resolve deficit

Fund to cash funds |through 50/50 General
ratio for Commerce | Fund to cash funds
and Industry, MS4 and| ratio for Commerce

Public/Private and Industry, MS4 and

Utilities sectors Public/Private Utilities

Scenario 4
Resolve the deficit
with General Fund

Clean Water Sectors

sectors
Commerce and Industry 65% 61% 7%
Construction 2.0% 2.0% 2.0%
MS4 46% 30% 6%
Pesticide 2.0% 2.0% 2.0%
Public/Private Utilities -2.0% 22% 6%
WQ Certification * * *

*The department recommends that Tier 1 and Tier 2 fees for water quality certifications be
increased by 2% to build a fund balance for this sector over a 5-year period. Tier 3 and Tier 4 fees
are based on recovering actual cost.
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APPENDIX G CASH FEE INCREASES SUMMARY

COLORADO

Department of Public
Health & Environmen! t

AY

Sector Budget:

Sector Line

HB16-1413
Replacement

WATER QUALITY CONTROL DIVISION
FISCAL YEAR 2017-18 BUDGET

Admin Line

Indirect

Commerce and Industry $1,655,088 $362,402 | $207,612 $413,766 $669,509 $3,308,377
General Fund $798,649 $70,788 $88,482 $206,883 $297,025 $1,461,827
Cash Funds $577,824 $291,614 $88,482 $206,883 $297,025 $1,461,827
Federal Funds $278,615 $0 $30,648 $0 $75,460 $384,723
Construction $1,527,450 $0 | $192,458 $320,248 $517,664 $2,557,821
General Fund $260,203 $0 $33,453 $63,296 $91,023 $447,974
Cash Funds $1,056,306 $0 $135,802 $256,952 $369,511 $1,818,572
Federal Funds $210,941 $0 $23,203 $0 $57,131 $291,276
MS4 $178,666 $60,400 $22,357 $48,586 $78,649 $388,658
General Fund $61,745 $41,281 $9,363 $24,293 $34,854 $171,535
Cash Funds $83,906 $19,119 $9,363 $24,293 $34,854 $171,535
Federal Funds $33,015 $0 $3,632 $0 $8,942 $45,588
Pesticides $117,600 $0 $14,818 $24,656 $39,856 $196,929
General Fund $95,544 $0 $12,283 $23,242 $33,423 $164,491
Cash Funds $5,816 $0 $748 $1,415 $2,034 $10,013
Federal Funds $16,241 $0 $1,786 $0 $4,399 $22,426
Public/Private Utilities $2,339,153 $785,205 | $292,720 $635,071 | $1,028,030 $5,080,179
General Fund $739,359 $607,083 $122,629 $317,536 $455,585 $2,242,191
Cash Funds $1,168,320 $178,122 $122,629 $317,536 $455,585 $2,242,191
Federal Funds $431,474 $0 $47,462 $0 $116,860 $595,796
WQ Certifications $223,095 $0 $28,110 $46,775 $75,609 $373,588
General Fund $9,040 $0 $1,162 $2,199 $3,162 $15,563
Cash Funds $183,246 $0 $23,559 $44,576 $64,102 $315,482
Federal Funds $30,809 $0 $3,389 $0 $8,344 $42,543
Total $6,041,052 $1,208,007 | $758,074 | $1,489,101 | $2,409,317 | $11,905,551
General Fund $1,964,539 $719,152 $267,372 $637,448 $915,070 $4,503,581
Cash Funds $3,075,418 $488,855 $380,582 $851,654 $1,223,110 $6,019,619
Federal Funds $1,001,095 $0 $110,120 $0 $271,137 $1,382,352

Cash Fee Calculation

FY2017-18
Cash
Spending
Authority

5-Year Growth
(7.1%)

Fund
Balance
(2%)

Total Cash
Expenses

Projected
Revenue

Cash Shortfall

10.0%
10.7%

Fee
Increase

Commerce and Industry $1,461,827 $103,790 $31,312 | $1,596,929 $994,800 $602,129 61%
Construction $1,818,572 $129,119 $38,954 | $1,986,644 | $1,986,644 $0 0%
MS4 $171,535 $12,179 $3,674 $187,388 $144,465 $42,923 30%
Pesticide $10,013 $711 $214 $10,938 $10,725 $213 2%
Public/Private Utilities $2,242,191 $159,196 $48,028 | $2,449,415 ( $2,011,418 $437,996 22%
WQ Certifications $315,482 * * * * * *

*For Water Quality Certifications, the department recommends that Tier 1 and Tier 2 fees for water quality certifications be
increased by 2% to build a fund balance for this sector over five year period. Tier 3 and Tier 4 fees are based on recovering

actual costs.
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Appendix H: Funding Request

Item and
Subtotal General Fund Cash Funds Federal Funds
(5) WATER QUALITY CONTROL DIVISION
(A) Administration
Current FY 2016-17 Long Bill $1,986,533 $548,464 $379,565 $1,058,504
Current House Bill 16-1413 $0 $0 $0 $0
Incremental Change $0 ($62,569) $62,569 $0
Recommendation $1,986,533 $485,895 $442,134 $1,058,504

(B) Clean Water Sectors

Commerce and Industry Sector

Current FY 2016-17 Long Bill $1,655,148 $687,209 $725,873 $242,066
Current House Bill 16-1413 $362,402 $362,402 $0 $0
Incremental Change $0 ($180,174) $143,565 $36,609
Recommendation $2,017,550 $869,437 $869,438 $278,675
Construction Sector
Current FY 2016-17 Long Bill $1,527,450 $335,081 $1,077,180 $115,189
Current House Bill 16-1413 $0 $0 $0 $0
Incremental Change $0 ($74,878) ($20,874) $95,752
Recommendation $1,527,450 $260,203 $1,056,306 $210,941
Municipal Separate Storm Sewer System Sector
Current FY 2016-17 Long Bill $178,666 $62,468 $80,545 $35,653
Current House Bill 16-1413 $60,400 $60,400 $0 $0
Incremental Change $0 ($19,842) $22,480 ($2,638)
Recommendation $239,066 $103,026 $103,025 $33,015
Pesticides Sector
Current FY 2016-17 Long Bill $117,600 $0 $17,600 $100,000
Current House Bill 16-1413 $0 $0 $0 $0
Incremental Change $0 $95,543 ($11,784) ($83,759)
Recommendation $117,600 $95,543 $5,816 $16,241
Public and Private Utilities Sector
*Current FY 2016-17 Long Bill $2,339,153 $1,103,322 $747,584 $488,247
Current House Bill 16-1413 $785,205 $785,205 $0 $0
Incremental Change $0 ($542,085) $598,858 ($56,773)
Recommendation $3,124,358 $1,346,442 $1,346,442 $431,474
Water Quality Certification Sector
Current FY 2016-17 Long Bill $223,095 $0 $203,095 $20,000
Current House Bill 16-1413 $0 $0 $0 $0
Incremental Change $0 $9,040 ($19,849) $10,809
Recommendation $223,095 $9,040 $183,246 $30,809
Total Clean Water Sectors
Current FY 2016-17 Long Bill $6,041,112 $2,188,080 $2,851,877 $1,001,155
Current House Bill 16-1413 $1,208,007 $1,208,007 $0 $0
Incremental Change $0 ($712,396) $712,396 $0
Recommendation $7,249,119 $2,683,691 $3,564,273 $1,001,155

Total DI Request by Fund Source

$1,208,007

$433,042

$774,965

*For the Public and Private Utilities Sector, the cash appropriation has been reduced by $175,000 from the Biosolids

Management Program Fund 1280 created in Section 30-20-110.5 (3), C.R.S., and $60,000 from the Water Quality Control
Fund 1200 created in Section 25-8-502 (1), C.R.S. for the On-site Wastewater Treatment Systems.
|
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Cash flow summary




Appendix |: Cash Flow Summary

Actual Actual Appropriated Requested
Fund # FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18
2019 Commerce and Industry Sector
Beginning Fund Balance $0 $0 $0 $0
Revenue Total $0 $0 $994,800 $1,596,929
Expenses Total $0 $0 $994,800 $1,561,025
Net Cash Flow $0 $0 $0 $35,904
2021 Construction Sector
Beginning Fund Balance $0 $0 $0 $0
Revenue Total $0 $0 $1,986,644 $1,986,644
Expenses Total $0 $0 $1,986,644 $1,941,978
Net Cash Flow $0 $0 $0 $44,666
2023 Municipal Separate Storm Sewer System Sector
Beginning Fund Balance $0 $0 $0 $0
Revenue Total $0 $0 $144,465 $187,388
Expenses Total $0 $0 $144,465 $183,175
Net Cash Flow $0 $0 $0 $4,213
2022 Pesticides Sector
Beginning Fund Balance $0 $0 $0 $0
Revenue Total $0 $0 $10,725 $10,938
Expenses Total $0 $0 $10,725 $10,692
Net Cash Flow $0 $0 $0 $246
2024 Public and Private Utilities Sector
Beginning Fund Balance $0 $0 $0 $0
Revenue Total $0 $0 $2,011,418 $2,449,415
Expenses Total $0 $0 $2,011,418 $2,394,345
Net Cash Flow $0 $0 $0 $55,070
2018 Water Quality Certification Sector
Beginning Fund Balance $0 $0 $0 $0
Revenue Total $0 $0 $309,296 $315,482
Expenses Total $0 $0 $309,296 $308,389
Net Cash Flow $0 $0 $0 $7,003
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