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3. Required Study Elements
This chapter of the Section 404 Program Assumption Feasibility Study Report addresses each of the eleven topics identified in the law requiring the study.

	3.10. Options for financing any additional costs of implementation 
As discussed in Section 3.7, there will be additional costs to the state for regulatory program implementation if Minnesota assumes the Section 404 program.  It’s possible that state and local governmental agencies that conduct projects requiring wetland/water permits (primarily transportation) may realize cost savings due to reduced permitting delays under Section 404 assumption.  However, such savings cannot be accurately quantified and are unrelated to program implementation costs.  Funding for implementation would be solely the state’s responsibility.  The federal government provides no implementation funding for states to assume the Section 404 program, although federal funds may be available through a competitive grant program for state program development, such as training or developing on-line permit application systems.[footnoteRef:1]  Options for funding the additional costs of implementation include the following:  [1:  Section 104(b)(3) of the Clean Water Act, 33 U.S.C. §1254(b)(3).  These grant funds could also be used for work associated with preparing a state application for assuming Section 404.  ] 


Legislative appropriation – Most of the additional cost for assuming the Section 404 program would likely be incurred by BWSR for additional staffing.  Increased funding could be provided through the normal biennial agency funding process, most likely from the state’s general fund, but also possibly from the Clean Water Fund.[footnoteRef:2]  [2:  A component of the Clean Water, Land and Legacy Amendment to the Minnesota Constitution, Article XI, Section 15 ] 


PermitApplication fees – Local governments implementing WCA are currently authorized to collect permitapplication fees from applicants.  Many local governments impose such fees – they are highly variable among the LGUs, ranging from $20 for exemption determinations up to $1,950 for wetland replacement plans or wetland bank plans per application.  The DNR charges permit fees for PWPP permits, from $150 to $1,000.  However, the fees under both WCA and the PWPP are generally not sufficient on their own to fund the current costs of implementation.  DNR permit fees cover approximately 13% of the cost of administering the PWPP; data on LGU WCA administration could not be obtained within the time frame of this study.  

Under state Section 404 assumption, BWSR would likely be responsible for accepting WCA permit applications, so it may be necessary to amend WCA statutes to authorize BWSR to assess application fees.  In 2015, local governments implementing WCA reported that 2,415 applications of all types were submitted (see Table 3.8.x).  Based on this number of annual applications, BWSR could cover their projected annual increased costs under Section 404 assumption ($2.305m), by charging approximately $950/application.  However, of the total number of applications submitted, 91% were optional types of applications (wetland boundary, sequencing, no-loss and exemptions).  It’s likely that many applicants would not submit optional applications at a $950 fee level, which means that BWSR would be unable to cover their costs on permit fees alone.  It should also be noted that application fee revenue fluctuates from year to year, while staffing costs are relatively fixed.  It would likely be impractical to charge application fees high enough to completely fund the additional cost of implementation under Section 404 assumption,However, using a tiered fee schedule for various applications types, as some LGUs currently use, BWSR but they may be able couldto cover a portion of their additional costs.

Taxes/fees – Counties, cities and watershed districts have taxing authority and could levy a tax or raise existing levies to fund costs associated with wetland/water permitting.  Some local governments also have authority to assess various types of fees or assessments, such as sewer/stormwater fees or fees associated with real estate transactions, building permits or similar activities. However, since the primary increased costs of implementation under Section 404 assumption will apply to BWSR, it’s not clear how increases in revenue at the local level would contribute to funding those costs.  It’s possible that any increased local revenue at the local level would likely need to  could be used to reduce the amount they receive from BWSR through natural resource block grants (for WCA implementation), thus allowing BWSR to retain those funds for their increased costs.  Nonetheless, given the likelihood of a continuing local role in water/wetland regulation under Section 404 assumption, taxes and/or fees at the local level could continue to contribute to shared state/local implementation. 

Other revenue – The state could develop entirely new sources of revenue through such mechanisms as deposit fees for beverage containers (as an example), statewide drainage assessments, license fees or taxes on construction equipment, or taxes on potentially polluting items such as fertilizer or pesticides. 

Stormwater/sewer/ditch utility fees – Cities currently assess sewer and/or stormwater fees.  These rates could be incrementally increased and a similar fee could be authorized for connecting to public drainage systems.  Such funding could offset natural resource block grants from BWSR or be directed to BWSR for their increased costs.

Other fees – Local governments could collect additional fees associated with real estate transactions, building permits or similar and dedicate those fees to wetland/water permitting.  Again, such local revenue would be used to reduce natural resource block grant funding from BWSR, allowing BWSR to retain those funds.


