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  BUSINESS LICENSES:  STORMWATER DISCHARGE COMPLIANCE 

 

Requires local agencies that issue certificates similar to business licenses to also comply with the 

Stormwater Quality Improvement Act and makes several changes to that act.   

 

Background  

Local business licensing.  The California Constitution allows a city or county to “make and 

enforce within its limits, all local, police, sanitary and other ordinances and regulations not in 

conflict with general laws.”  It is from this fundamental power (commonly called the police 

power) that cities and counties derive their authority to regulate behavior to preserve the health, 

safety, and welfare of the public. 

As an extension of the police power, state law lets local governments require businesses 

operating in their jurisdictions to obtain a license and impose related licensing fees.  If a business 

operates in multiple jurisdictions, the fees any one jurisdiction imposes are supposed to fairly 

reflect the amount of business that goes on in that jurisdiction.  Local governments license 

businesses for lots of reasons: to identify individuals operating businesses in their jurisdictions, 

to ensure compliance with other local laws, to facilitate contact in case a problem arises, and to 

raise money to support public services that support those businesses. 

While most cities and counties require businesses to operate under a business license, there are a 

number of counties across California that do not issue business licenses, including the Counties 

of Orange, San Diego, Santa Clara, and Sonoma.  Additionally, at least 19 California cities do 

not issue business licenses. 

Some cities, like San Diego, issue business tax certificates rather than business licenses.  In these 

jurisdictions, once businesses pay an annual tax for the benefit of operating in the city, the city 

issues the certificate.  Cities issue these tax certificates to raise revenue, and do not necessarily 

serve a regulatory purpose.   

California Public Records Act.  The California Public Records Act (CPRA) generally requires 

state or local agencies to make records available to the public.  After an individual submits a 

request, the public agency must reach out within ten days to notify the individual whether they 

can comply with the request, whether they need an extension, or if they have questions about the 

request.  However, local agencies are not required to disclose certain records the Act exempts.  

These exemptions are usually created because of a public interest, such as a privacy right, in not 

disclosing a certain record, or if disclosure is prohibited pursuant to state or federal law. 
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Stormwater discharge permits.  The Federal Clean Water Act generally prohibits businesses or 

local agencies from polluting into U.S. waters, unless they comply with a National Pollutant 

Discharge Elimination System (NPDES) permit.  These permits limit pollutant discharge into 

waterways and require permittees to ensure that any discharge into waterways does not adversely 

impact water quality or the environment. 

At the state level, the State Water Resources Control Board (State Water Board) is responsible 

for implementing the Federal Clean Water Act, and the nine Regional Water Quality Control 

Boards (Regional Water Boards) carry out state laws on water quality.  The State Water Board 

implements the permit requirement of the Federal Clean Water Act by enrolling businesses in the 

General Permit for Storm Water Discharges Associated with Industrial Activities Excluding 

Construction Activities, which is known as the Industrial General Permit (IGP). 

Various industries must demonstrate enrollment with the IGP, including auto dismantlers and 

advanced metal manufacturers, because their industrial activities can have significant impacts on 

the environment due to the need to use and transport hazardous pollutants.  If not properly 

handled, these pollutants can end up in waterways.  To demonstrate enrollment with the IGP, a 

qualifying business has to receive one of the following from the State Water Board: (1) a 

stormwater permit, (2) a “nonapplicability” (NONA) identification number, or (3) a “no 

exposure certification” (NEC) identification number.  A business can file for a NONA number if 

it takes other measures to control its stormwater discharge, including retaining all stormwater 

onsite or treating and discharging stormwater as processed wastewater.  The business can file for 

a NEC number if it does not expose industrial waste to stormwater discharge.  The regional 

water boards collect fees to ensure compliance with these requirements. 

When businesses do not control the level of pollutants in stormwater discharge, it ultimately falls 

upon the local governments to control discharge into U.S. waters.  The State Water Board also 

issues stormwater permits to local governments that discharge stormwater.  If a local government 

is found out of compliance with its stormwater discharge permit, it may have to implement 

additional monitoring or compliance actions or be held legally liable for improper stormwater 

discharge. 

Stormwater Quality Improvement Act.  In an effort to increase industry compliance with 

stormwater discharge permits, the Legislature enacted the Stormwater Quality Improvement Act 

(the Act), which required businesses to demonstrate enrollment with stormwater discharge 

permits when applying for, or renewing, a business license with a city or county (SB 205, 

Hertzberg, 2019).  Under the Act, a business in an industry regulated by the NPDES permit 

program must demonstrate enrollment with the IGP when it applies for its initial business license 

or renews its existing business license.  A business can comply with this requirement by 

providing the following information to the city or county when it applies for its license: 

 The name and location of facilities operated by the business; 

 All primary Standard Industrial Classification (SIC) Codes, which show that the business 

is in an industry subject to this permit; 

 Any of the following numbers the State Water Board issued for each facility that business 

operates:  

o Stormwater permit number, known as the Waste Discharger Identification number 

(WDID); 

o WDID application number; 
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o NONA number; or 

o NEC number.   

Once the business submits the above information, the city or county must determine whether any 

of the primary SIC codes apply to that business, and confirm that the information provided 

corresponds to the business requesting the license.  The city or county only needs to keep record 

of applicable documents to confirm the information submitted, and must submit compliance 

information to the State Water Board when requested, which the board uploads to its Stormwater 

Multiple Application and Report Tracking System (SMARTS) database.  The Act provides that 

the requirement does not apply to a city or county that does not have a business license 

application process, and must not be construed to impose any additional liability on a city or 

county.   

According to the California Coastkeeper Alliance, since the Act’s enactment around 2,000 

additional industrial facilities in Los Angeles County can now demonstrate enrollment with the 

IGP, which still leaves roughly 4,000 industrial facilities that potentially cannot.  The Alliance 

reports that several municipalities are still not verifying enrollment in the IGP when approving or 

renewing business licenses.  In some cases, cities and counties are awarding business licenses to 

facilities that should be covered by the IGP, but are not complying the Act’s requirements.  In 

other cases, the Alliance reports that local agencies are not complying with the Act because they 

issue “business certificates” or “business tax certificates” instead.  Finally, when local agencies 

submit information to the State Water Board, the Alliance reports that local agencies do not 

provide that information to the public due to the CPRA.  

The California Coastkeeper Alliance wants to change the Act to encourage greater compliance 

with stormwater regulations. 

Proposed Law 

Senate Bill 891 makes several changes to the Act.  First, the bill extends the Act’s requirement 

for businesses to demonstrate enrollment with stormwater discharge permits to not just business 

licenses, but also equivalent instruments or permits.  The bill provides that a business license or 

equivalent instrument or permit issued for the sole purpose of raising revenue must also comply.  

SB 891 also prohibits cities and counties from developing their own process for determining 

whether the IGP covers a facility.  When a city or county transfers compliance information to the 

State Water Board, the bill requires those records be subject to the CPRA.  Finally, SB 891 

makes several technical changes to the Act. 

In addition to changes made to the Act, SB 891 makes changes regarding NONA and NEC 

identification processes.  First, it requires each regional water board that receives fee revenue 

collected from a NONA or NEC identification number on or after January 1, 2020, to spend 50 

percent or more of that money on stormwater inspections to determine whether the State Water 

Board appropriately issued the NONA or NEC for the facility.  Second, the bill provides that, on 

or before June 1, 2023, the state board must require all recipients of a NONA or NEC 

identification number the state board issued on or after January 1, 2020, to upload all pertinent 

information used to seek the number to the board’s Stormwater Multiple Application and Report 

Tracking System (SMARTS) database. 

 

 



SB 891 (Hertzberg) 3/9/22   Page 4 of 5 

 
State Revenue Impact 

No estimate.   

Comments 

1.  Purpose of the bill.  According to the author, “The Federal Clean Water Act prohibits entities 

from discharging any pollutant from a point source into U.S. waters, unless they obtain a 

stormwater discharge permit.  Despite enactment of the Federal Clean Water Act fifty years ago, 

95% of all California waterways still remain impaired.  Water runoff from industrial facilities 

can carry pollutants and hazardous contaminants that degrade water quality, harm our wildlife, 

and pose public health risks to Californians.  There is an unknown, but potentially significant 

number, of industrial facilities that are subject to stormwater permitting regulations, but do not 

actually obtain a stormwater permit as required under existing federal and state law.  SB 891 

closes a loophole in current law that requires an industrial facility to demonstrate compliance 

with existing stormwater regulations when applying for or renewing a permit similar to a 

business license, and restores the intent of SB 205 (Hertzberg, 2019).  This measure also 

enhances reporting by industrial facilities to the State Water Resources Control Board so the 

state can monitor compliance with existing stormwater regulations.” 

2.  Home rule.  Local governments have an interest in regulating who can do business in their 

community.  Because local agencies manage business licenses at the local level, jurisdictions 

vary in the requirements they impose and even whether or not a particular business must obtain a 

license.  SB 205 required local jurisdictions that want to impose their own business license 

requirements on industrial facilities to also document whether these facilities possess a state-

level permit the State Water Board administers, which they do not enforce.  While SB 891 does 

not apply to local agencies that do not require a business license to require a business license, it 

does require local agencies that issue business tax certificates to acknowledge proper payment of 

their business tax to go through the same process as local agencies that require a business 

license.  Additionally, the measure prohibits local agencies from developing their own process 

for determining whether the business is subject to the IGP.  On the one hand, this step may help 

ensure that more businesses comply with stormwater discharge requirements.  On the other hand, 

it may also require local agencies to adjust their business tax certificate programs because their 

business tax is not set up to regulate business activity.  For example, some business license 

applications ask applicants whether they store hazardous materials, whereas a business tax to 

generate revenue does not typically ask for similar information.  Should the Legislature continue 

to impose additional requirements on local agencies to verify compliance with permits they do 

not enforce?   

3.  What’s public?  SB 891 requires that records created when a city or county transfers 

compliance information to the State Water Board be subject to the CPRA.  As public records, it 

is unclear how these records are not already subject to CPRA’s provisions.  The Committee may 

wish to consider whether SB 891’s CPRA provisions are necessary since it is unclear how they 

differ from existing law.     

4.  Triple-referred.  The Senate Rules Committee has ordered a triple-referral of SB 891—first to 

the Senate Governance & Finance Committee, which has jurisdiction over bills relating to local 

governments’ business licenses, then to the Senate Environmental Quality Committee.  The 

Senate Rules Committee also ordered a third referral of SB 891 to the Senate Judiciary 
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Committee.  However, due to the ongoing health and safety risks of the COVID-19 virus, the 

referral to Judiciary was rescinded. 

Support and Opposition (3/28/22) 

Support:  California Coastkeeper Alliance - SPONSOR 

7th Generation Advisors 

Coachella Valley Waterkeeper 

Coastal Environmental Rights Foundation 

Enviromental Defense Center 

Environmental Center of San Diego 

Heal the Bay 

Humboldt Baykeeper 

Inland Empire Waterkeeper 

Los Angeles Waterkeeper 

Monterey Coastkeeper 

Orange County Coastkeeper 

Planning and Conservation League 

Russian Riverkeeper 

San Diego Coastkeeper 

Santa Barbara Channelkeeper 

South Yuba River Citizens League 

The Otter Project 

Yuba River Waterkeeper 

Opposition: None submitted 

-- END -- 


