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Representative Jensen

COMMERCE

Venture Capital Grant Program [Paper #247]

Motion:

Move to create a new CBED program under which the Department could make a grant to
a community-based organization or private nonprofit organization for a venture capital
development conference that would assist entrepreneurs or businesses in the state in obtaining
capital for the start-up or development of a business. A 50% minimum match would be required
and total grants could not exceed $75,000 in any fiscal year.
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work to offset the reduction in funding by leveraging more private funding for projects. As an
alternative, the Committee may wish to reduce funding for the CBED program by these amounts

2.

The Department notes that the reduced funding will result in less funding for
CBED projects and, as a result, reduce the number of jobs that could be created or retained

Those that support this position would point to the fact that the program has fully awarded
available funding.

ALTERNATIVES TO BILL

A. Venture Capital Grant Program

1. Approve the Governor’s recommendation to create a new CBED program under

which the Department could make a grant to a community-based organization or private nonprofit
organization for a venture capital development project that would assist entrepreneurs or
businesses in the state in obtaining capital for the start-up or development of a business: A 50%
minimum match would be required and total grants could not exceed $75,000 in any fiscal year

2. Maintain current law.

(3.

R

L Approve the Governor’s recommendation to decrease the appropriation for
community-based economic development programs by $20,000 annually.

CBED Funding Level

f“"%\
@ Modify the Governor’s recommendation to delete an additional $50 000 GPR in
1997-98"and $35,000 GPR in 1998-99 from the CBED appropnauon

B
'%f‘“*’*

Alernative B2 i GPR:

1997-99 FUNDING (Change to Bill) - $85,000. § JENSEN
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Paper #248 1997-99 Budget May 21, 1997

To: = Joint Conimittee on Finance

" From: - Bob Lang, Director
 Legislative Fiscal Bureau

ISSUE
Minority Business Development Finance Program Modific’a‘tioixé. (Commerce)

[LFB Summary: Page 132, #26]

CERRENT LAW

+ The Mmorzty Busmess Development Fmance (MBDF) program consists. of rmnonty
business* development -grants; which are awarded by Commerce; and minority  business

development ‘grants- and loans (micro-loans), which are awarded by the: Minority Business

Development Board. The MBDF is funded through both a GPRappropriation: and'a program
revenue repayments appropriation. Loan repayments are placed in the program revenue
repayments appropriation and used to fund MBDF pmgram activities. Base level fundin g for the
programzs $429200GPR and$2023OOPR s e e e

' GOVER.NOR '

Mochfy the: MBDF program as feilows

~a.  Increase expenditure ‘authority for. the MBDF repayments appropriation by

$291,100 PR in 1997-98 and decrease ‘expenditure authority by $35,100 PR in 1998-99. . Total

expenditure  authority would be $493,400: PR in1997-98 ‘and. $167,200° PR :in 1998-99.

-Consequently, total funding available for MBDF awards (including base level GPR fundmg of

$429 20{) annually) would be $922 600 in 1997 98 and $596 409 in 1998—99

b. Increase from 10% to 25% the maximum amount of totai MBDF fundma that
could be awarded as minority business early planning grants.

Commerce (Paper #248) Page 1




Tl U7 Authorize the  Minority Business  Development Board ' to award” ‘business
development grants or loans to a local development corporation to create, expand or continue 2
revolving fund program that would be operated by the local development corporation and that
would benefit, currently or in the future, minority businesses or minority group members who
are residents of the state. To receive a grant or loan to fund a revolving fund project, the local
development corporation would be required to provide a cash contribution of at least 50% of the
cost of the project. The maximum amount of MBDF business development grants or loans that
could be made to a local éevelopment corpﬁrauon for a revolving fund would be $200,000.

d. Repeal statutory provisions ~ which “establish  minority business, nonprofit
corporation and business incubator grants. The statutes provide that grants cannot be made from
these programs after June 30, 1995,

DISCUSSION POINTS

1. The MBDF consists of minority business early planning grants which are awarded
by Commerce, and minority business development grants and loans, which are awarded by the
~ Minority Business Development Board. Similar to the Wisconsin Development Fund (WDF) and
" 'the Business Development Imtlatwe and Rural Econormc Bevelopment prragrams, ‘the: MBDF is

- funded through both a GPR' appropnatmn anda program revenue repayments: appropriation.. “The

GPR appropriation-is-the primary source of funding for the MBDE.. The appropriation is biennial
- and, consequently; funds that-are-niot encumbered at the end of the biennium lapse to the general
fund. Loan: repayments. are placed in:the. pragram revenue: repayments approprxaucm and-used
:'mfundMBDFgrantsand}oans Sl b T T

2: MBDF e,ar}y plannmg grants fund pro_;ects that con51st of the preinmnary stages
of cons;denng and planning the start-up or expansion-of a business that will.be.a minority
business. Eligible applicants are individuals who are both minority group membars and state
residents. Comrnerce may not award more than $15,000 i in a biennium to any one person:or for
any one project. The total amount'of MBDF funds that can be awarded for carly planning: grants

are limited to 10% of the amount appropriated for the biennium. - Grant reczplents may use the
funds to perform business feaszbzlzty studies and prepare marketing and business plans.

- Minority business:development. grants and loans.-fund development projects undertaken
‘by minority businesses-and. provide funding to: Iocal development ‘corporations that agree to-use
the proceeds to make grants 'or-loans to resident minority group: members. Grant recipients may
use the funds for working capital, machinery, equipment, land and buildings, to acquire existing
businesses and for related expénses.  The maximum award is currently -$100,000 for any one
person or pro_;ect in a biennium. Under SB 77 the maximumn award would be decreased to

$50,000.
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3. - As noted, the MBDF program is funded through both a biennial GPR appropriation
-and a program revenue repayments appropriation.: The-total amount-of GPR appropriated for the
program for-the current biennium’is $479,200 for.1995-96 and $429,200 for 1996-97.. Total
-expenditure authority:for the repayments-appropriation is $ 198,000 for 199596 and $202,300 for
1996-97. -In addition, annual amounts of $100,000 were transferred from the WDF repayments
-appropriation-and placed in-a separate program revenue appropriation to provide funding for-the
MBDE. Consequcnt}y, total fundmg available. for the MBEF 1848769, 26}0 in: 1995«96 and
$731,500 in1996-97. o S Do Lol

_ RN S Through March 31 1997 ‘the toza} amount of MBDF awa_rds was: $488 500 Tota}
expenditure authority- from all sources: of funding remaining for the MBDF for the 1995-97
biennium is over $1 million. - Table 1 shows the- May 1,1997, net remaimng expendlmre
-authonty for the MBDF for. cuxrent bzenmum :

TABLEI

MBBF Remammg Expendlture Authonty
199597

1996«97 T }'..'.:Bzenmal Total

GPR - e o $4T79.20000 0 e 2$429.200 50 0 $9()8 490- SR
:--Awards 3/31/97 G B e e S e 0t a TRABBS00 e
PR Repayments $190,000 082023000 o -392:300
PR WDF Transfer 100,060 100,000 200.000
Total Available 4/1/97 - - - vivcn ioioe o s i - $81012,200

EtEh Comerce md;cates that there aze apphcatms for mzcro«-loans totalhng $830 090

These appIzc:a;txons are for pro;ects which: appear to ‘meet quahfication criteria.: - In addition; the
Department can .award - $44,600. ‘more in-eatly. planning ‘grants.: ‘However; even when these
amounts ‘are netted against the remaining’ 1995-97. total expenditure: authority, $137,600 would
remain unused at the end of the biennium. To the extent current applications ‘are-not approved,
or are approved at a reduced level, addmona} funds would be avaziabie

S In the }993-95 b1enmum $679 200 GPR was. appmpnated for the: MBDF each
year. In addztmn, expenditure authority of $145;800 PR in 1993-94 and $175,800 PR in 1994-95
was provided for the repayments appropriation.. - However, ‘a total.of $95,485 GPR lapsed and
there was $90 000 PR in unused expendlture: authomy from the repayments appmpnauen e
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7. Because total MBDF expenditure authority will exceed awards made in both the
-1993-95-and- 1995-97 biennia, some would argue that total program funding could be reduced.
The average total amotint of MBDF awards for the 1993-95 and 1995-97 biennia will be
-approximately -$1.3 million. - (This ‘assumes that -the ‘entire amount of - early -planning -grant
authority is‘used and two-thirds of pending applications for grants and loans receive funding.)
Total expenditure authority (including GPR: and PR:repayments) provided for the MBDF under
SB 77 would be $1,519,000. Consequently, the Committee may wish: to reduce GPR funding for
the MBDF by $219,000 GPR or $109,500 GPR annually. This would 'still provide for the
average amount of grants and loans made over the past two biennia. Moreover, it would require
-Commerce to-use more of the PR repayments and less GPR to fund the program. The repayment
appropriations wer¢ established to operate similar to revolving loan funds so that, over time, the
amounts received from loan repayments could be used to finance additional loans and reduce the
need for GPR funding. Also, 1993-95 total awards used to calculate the..average include
$400,000 in legislative set-asides for the north and south Milwaukee Enterprise Centers and 1996-
97 projected expenditures include pending applications. As a result, it could be further argued
that the average used to detenmne the amount of fundmg provzded would allow for some
program expansion. ' : S : :

8. In its budget reduction measures provnied to the Governor as part of its 1997-99
~budget submissmn, the Departmcnt proposed that the MBDF, GPR. appropriation be reduced. by
©$50,000 annually. Commerce indicated that this would reduce the amount of funds available for
projects but the Department would work to offset the reduced funding by leveraging more private
funding for projects. As another ‘alternative the Committee may wish to adopt the proposed
MBDF reductiotis; The Department noted that the new subprogram that would provide up to
$200,000 to local deve}opment corporations to establish revolvmg loan funds would increase the
Department s abﬂzty to leverage pnvate ‘money. o : P

9. Senate Bill 77 mciudes provxsmns which couid be viewed as st;mu}atmg mcrcased
demand for MBDF ‘grants and lc}ans The bill includes a provision which would increase the
amount of total MBDF fundmg that ccmld be used to provzde early planning grants from. 10%
o 25% Histoncaily, the Department has had -significant demand for these grants. During the
previous and current biennia the Department will essentially award the maximum amount of eatly
planning grants permitted under the current law provisions.In addition, the program for-grants
and loans to local development: corporat;ons to estabhsh revalvmg lean funds -could increase
demand for funds by up to, $2(}O 000 a year ST SR T g

10.  Between 1989 and 1995 a totai of $1 2 mﬂhon was pmvzded through the MBDF
progratn’ to: various minority nonprofit organizations and business incubators in'the Milwaukee
area. “However, this funding was provided through specific legislative provisions. ‘These types
of organizations are not generally eligible for grants and loans through the MBDF." Some argue
that these organizations are a primary source of capital and support for miniority businesses and
should be eligible for MBDF grants and loans. Currently, there are statutory provisions which
authorize grants to minority nonprofit organizations and minority business incubators. However,

Page 4 Comimerce (Paper #248)




the provisions specify geographic boundaries for the eligible organizations and the programs
sunset on June 30, 1995. As an alternative, the Committee could modify the current provisions
to apply generally to nonprofit corporations and minority business incubators. Based on the
sunset program, the Appendix provides a description of a grant program which could ayply to
-mmﬂnty nonprofit corporation and minority business incubator-grants. -

11. The Commumty-Based Economic Deveiopment (C’BED)- program provides grants
of up to $25,000 to community-based organizations for financial assistance to small businesses
and entrepreneurs. Grants can be used for (a) production of a feasibility study, a financial plan, -
a financial projection, or a business plan; (b) assistance with preparing a loan application or with '
reviewing in-house operating procedures; and (c¢) entrepreneurship and management training. The
program also provides business incubator grants which range from $10,000 to $100,000 per year.
‘The grants can be used to fund: (a) operating expenses; (b) technical assistance in start-ups;(c)
start-ups, rehabilitations or expansions; and (d) tenant revolving funds. Since fiscal year 1 994-95,
12 CBED grants totalling $207,200 have been made to minority run organizations; 18 grants .
totalling $287,300 have been made to organizations that primézﬂ_y serve minority organizations.
Some would argue that the additional MBDF nonprofit corporation and business incubator
programs would duplicate CBED programs and are not necessary.

' ALTERNATIVES TO BILL
i .
1. .. Approve the Governor’s recommendation to increase expenditure authority for the
MBDF*p’rfogram revenue repayments appropriation by $291,100 in 1997-98 and decrease
expenditure authority by $35,100 in 1998-99. Increase, from 10% to'25%, the maximum amount
of total MBDF funding that could be awarded as minority business early planning grants.
Further, authorize business development grants or loans to a local development corporation to
create, expand or continue a revolving fund program. Require a cash contribution of at least 50%
of the cost of the project. The maximum amount of grants or loans to a local development
corporation would be $200,000. Decrease from $100,000 to $50,000 the maximum grant or loan
that a local development corporat:on could make to ehgxbie rec;pzcnts Repeal statutory

o ‘provisions relating to programs that have sunset.

2. Modify the Governor’s recommendation to reduce funding for the MBDF by
$109,500 GPR annually.

Alternative 2 GPR
1997-99 FUNDING (Change 1o Bill) - $218,000
3. Modify the Governor’s recommendation to reduce funding for the MBDF program

by $50,000 annually.

‘Commerce {Paper #248) Page 5




i Attemativé 3

1997-99 FUNDING (Change to Bill)

GPR

- $100,000

i
™,
P

%

4. ;  Inaddition to any of the above alternatives, create a minority nonprofit corporation

and bu&if{;ss incubator program. Allow Commerce to provzde up to $200,000 annually for grants

as indicated in-the Appendix.

Prepared by:- Ron Shanovich
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“costs.

APPENDIX

Minority Nonprofit Corporation and Business Incubator Grants
(Alternative #4)

Commerce would be authorized to make grants of up to $100,000 to a nonprofit
corporation or a business incubator if all of the following applied:

a. if a nonprofit corporation, it owns and operates a business incubator.

b. provides services primarily to minority group members or minority businesses.

c. submits a plan to the Department detailing the pr.oject: and the proposed use of the
grant.

d. if the gram is part of a pm}ect that is also funded by cantnb&nons from other

sources, provides the Departxnent with the amount of those contributions or pledges for
contributions that the nonprofit corporation received before the grant is made.
e.  the Sccretary approves the plan before awarding the grant.

g agrees to use the grant to bu;ld or rehablhtate the prenuses of the busmess
incubator and to try to ensure that at least 50% of the proceeds of the grant will go to contractors

that are minority businesses.
h. agrees to submit to the Department, within 90 days after spending the full amount

of the grant, a report detailing the actual use of the proceeds of the grant.

“Business incubator” would mean-a faczhty demgned to encourage the growth of new
busmasses if at least 2 of the foIlowmg appiy

a. Space in the fac_:lhty s mntcd at a rate lower than the market rate in the
community. ' ' ) ' ' o

b. Shared business services are provided in the facility.

c. Management and technical assistance are available at the facility.

d. Businesses using the facility may obtain financial capital through a direct

relationship with at least one financial institution.

Commerce (Paper #248) _ Page 7
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Representative Coggs
Senator George

~COMMERCE. . .

Minority Business Development Finance Program

Motion:

Move to modify provisions of the Minority Business Development Finance Program as
Follows: : -

{a) The: definition: of development project:- would be_-ﬁﬁ,panded- to_.indu.de promotion of
employment: opportunities for minority.group members or minority businesses.

-{b) Eligible recipient would mean a nﬁnoﬁty-business oﬁ local .dev.elopﬁient corporation,

. {¢).A local .development. corpomtion wouid be. reqmmd Eo operate przmanly (rather than
: enm*e}y) thhm specific . geograpfnc ‘boundaries, fo. -promote: e:mpioyme 1t opportunities for -
minority group members or minority businesses (in addition to econornic development) and to
demonstrate. commitment: to or .experience in premoting employment opportunities (as well as
economic development) for minority group members or minority businesses.

-{d) To-receive MBDF grants or-loans a local development corporation-would be required
“to use the- proceeds to: (1) make grants or-loans to minority -group. members .or. minority
businesses-to fund eligible project development costs;.and (2) to promote economic development
and empleyment opportumtles for. mmomy group members.or. mmonty busmesses

(e) Authenze the: Mmom;y Busmess Devel{)pment Board to: make MBDF gtrants or lﬁ}ans
“to local development corpﬁratzons L PR LT e e

(H) Requu‘e that in makmg 'VIBDF grants or: loaus, the Depariment or- Board determmes
that the project will promote economic development and employment opportunities for minority
group members or minority businesses, in addition te retaining or increasing employment and that
- the project has the potential to promote economic development.and f:mpioymém_ opportunities
for minority group members or:minority -businesses, as well as having the potential to. be
prefitablel e :

Motion #2000 e




Note:

The minority business development finance (MBDF) program consists of minority business
early planning grants, which are awarded by Commerce, and minority business development
grants and loans, which are awarded by the Minority Business Development Board. The Board
consists of five persons appointed by the Governor for two-year terms. In making awards from
the minority business development fund, Commerce or the Board must determine that all of the
following criteria have been met:

(1)  the project serves-a public purpose; : _
{2) the project will retain or increase employment in Wisconsin;
(3)  the project is not likely to occur without the grant or loan;
4 finam:mg is-unavailable from any other source ‘on reasonably €quivalent terms;
(5) the recipient of the grant or ioan will ‘contribute, from' nonstate funds, matching
funds of 25% of the cost of a pro;ect

- (6) grant or loan funds will not be used to replace funds from any otheér Source;

(7) the project will not displace workers in the state;
+* (8). - the project has sufficient potﬁntza} to be-profitable; and B
: "'(9)15* E f a deveiopment preject sta{e funds wﬁl nm be used to reﬁnance ex1stmg éebt

As noted MBDF provzdes bt}th eaﬂy planmng grants a.nd busmess develepmem grams and
loans. o  EE R ERTE o

- Minority business early planning grants fund projects that consist of the preliminary stages
of considering and planning the start-up or expansion of:a business that will be’a minority
~business. Eligible applicants are-individuals who are both minority group menibers -and: state
residents. Minority grotp - members include Blacks, ‘Hispanics; American - Indians, Eskimos,
Aleuts, native Hawaiians, Aszan-lndaans ‘and persons ‘of Asian-Pacific ongm -Commerce may
riot award more than $15,000 in‘a biennium to any one person or for any one: praject The total
amount of MBF funds that can be awarded for early” planning grants are: hrmted to 10% ‘of the
amount appropna!:ed for the biennium. ‘Grant re:cxpzents may use the funds to perform a business
feasxblhty study and" prepare marketmg and busmess plans & EE

- Minority: busmess development grants and Ioans funci éev&lcpmenz pm}ects amiertaken by
- "mmanty businesses and provide funding to local development corporations that agree to use the
proceeds to make grants or loans to minority group ‘members who are residents ‘of this state.
Eligible applicants are minority group members who are residents of this state;” minority
businesses, and local development corporations. The Minority Business Development Board
‘tnakes all determinations ‘of funding under this program. The: Boaﬂi may make awards to local
development corporatmns if all of the following apply: = = SEE L e
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(1) Corporations agree to use the funds for grants or loans to eligible recipients to fund
eligible project development costs;

(2) the Board determines that the projects to be funded by the corporations meet the
general criteria for minority business grants and loans;

(3) the Board considers the general points that must be considered for minority business
grants and loans; and

(4)  the recipient will contribute matching funds equalling at least 25% of project costs.

The Board or a local development corporation may not award more than $100,000 in a
biennium to any one person or for any one project. Recipients may use awards for working
capital, machinery, equipment, land and buildings, to acquire existing businesses and for related
expenses.

This motion would expand the MBDF grants and loans program to authorize grants and
loans to minority businesses or local development corporations to promote employment
opportunities for minority group members or minority businesses. The definition of local
development corporation would be expanded, and the exclusion of entertainment expenses and
expenses incurred prior to the award as eligible project costs would be deleted.
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Representative Jensen

COMMERCE

Minority Business Development Finance Program

Motion:

Move to create a pilot program during the 1997-99 biennium that wo@l;c:i._;?rpﬁzide Minority
Business Development Finance (MBDF) grants of up to $100,000 to a nonprofit organization
incubator if all of the following applied:

a. a nonprofit organization owns and operates the incubator.

b.  the incubator provides services primarily to minority group members or minority
organizations.
' C. the nonprofit organization submits a plan to the Department detailing the project and
the proposed use of the grant.

d.  if the grant is part of a project that is also funded by contributions from other .

" sources, the nonprofit organization provides.the Department with the amount of those

contributions or pledges for contributions that the nonprofit corporation received before the grant
1s made.

e. the Secretary approves the plan before awarding the grant.

f. the nonprofit organization agrees to submit to the Department, within 90 days after
spending the full amount of the grant, a report detailing the actual use of the proceeds of the
grant.

Note:

The MBDF provides early planning grants and business development grants and loans.
Minority business early planning grants fund projects that consist of the preliminary stages of
considering and planning the start-up or expansion of a business that will be a minority business.
Eligible applicants are individuals who are both minority group members and state residents.
Minority group members include Blacks, Hispanics, American Indians, Eskimos, Aleuts, native
Hawaiians, Asian-Indians, and persons of Asian-Pacific origin. Commerce may not award more
than $15,000 in a biennium to any one person or for any one project. The total amount of MBF
funds that can be awarded for early planning grants are limited to 10% of the amount

Motion #4995 {over)




mw%“}’o“s) ]

appropriated for-the biennium. Grant recipients may use the funds to perform a business
feasibility study and prepare marketing and business plans.

Minority business development grants and loans fund development projects undertaken by
minority businesses and provide funding to local development corporations that agree to use the
proceeds to make grants or loanis to minority group members who are residents of this state.
Eligible applicants are minority group members who are residents of this state, minority
businesses, and local development corporations.

This motion would authorize Commerce to establish a pilot program under the MBDF that

" provide award grants or loans of up to $E00 GGO to nenpreﬁt orgamzatlon mcubators if certam
“reporting requirements are met. . . SRS :

;;/ f‘f”‘i%{zﬁ‘f#

NMO#_ ¢ r—

/ JENSEN ﬁ N A
“ DURADA X N A
HARSDORF ¥ N A
ALBERS X N A
GARD X N A
KAUFERT XN A
LINTON f N A
COGGS f N A
BURKE ¥, N A
DECKER ¥ N A
GEORGE Y, N &
JAUCH X N A
WINEKE XN A
SHIBILSKI 4. N A
COWLES ﬁj N A
PANZER X N A
AYE %2 NO___  ABS_
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Representative Jensen

COMMERCE

Minority Business Development Finance Program Grants
to Nonprofit Financial Institutions

Motion:

Move to establish a Minority Business Development Finance (MBDF) grant program that
would provide funding to private nonprofit financial institutions to make working capital
microloans to minority group members and minority businesses, Require that the MBDF funds
be used by the financial institution to make loans for working capital not to exceed $5,000.

Note:

The Mi’nofity Business: 'De-ﬁél_{;pmﬁnt Finance (MBDF) program consists of -xtiiﬁbrity RN

business early planning grants, which are awarded by Commerce, and minority business
development grants and loans, which are awarded by the Minority Business Development Board.
Minority business early planning grants fund projects that consist of the preliminary stages of
considering and planning the start-up or expansion of a business that will be a minority business.
Eligible applicants are individuals who are both minority group members and state residents.
Minority group members include Blacks, Hispanics, American Indians, Eskimos, Aleuts, native
Hawaiians, Asian-Indians, and persons of Asian-Pacific origin. Commerce may not award more
than $15,000 in a biennium to any one person or for any one project, The total amount of MBF
funds that can be awarded for early planning grants are limited to 10% of the amount
appropriated for the biennium. Grant recipients may use the funds to perform a business
feasibility study and prepare marketing and business plans.

Minority business development grants and loans fund development projects undertaken by
minority businesses and provide funding to local development corporations that agree to use the
proceeds to make grants or loans to minority group members. Eligible applicants are minority
group members who are residents of this state, minority businesses, and local development
corporations. The Minority Business Development Board (MBDB) makes all determinations of
funding under this program.

This motion would create a MBDF program that would provide grants to private nonprofit
financial mstimtzons to make microloans to minority group members and minority businesses.
The loans could 1}& be up to $5,000.

Motion #1126 i
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Paper #249 : +1997-99 Budget SR May 21, 1997
m

To:  Joint Committée on Finance =

From: Bob Lang, Director
* Legislative Fiscal Bureau "

ISSUE

Repeal Badger Fund and Badger Board and Createa Mmmg Econozmc Bevelopment
Grant Program (Commerce} S S _ _

{LFB Summazy Page 14{) #34 and Page 528 #32}

CURRENTLAW

Wisconsin imposes a net proceeds tax on state metalliferous mining operations, in lieu
“of local property taxation. 'Revenues from the net proceeds tax are placed in the investment and
local impact fund (ILIF) which is administered by the Investment.and Local Impact Fund Board
(ILIFB). -The Board makes various required and discretionary payments from the fund to
- compensate conntxes, nmmcxpa}mes and Nauve American communities for-costs associated with

Revenues that accrue above certain amounts are deposzted in the badger fund whxch is
admiinistered: by the Badger Board.: Interest on‘the’ balance in the Badger fund is'required to be
used for’general school ‘aids and a recreational grant program _’I‘hr{:ugh Apnl 1, 199’7 ‘the
baiance in the badger fund was: SS 355 mﬁhon . TR T B i

The attachment summatizes the current net proceeds tax as wc}I as: the statutes gnvernmg

‘the use cf these revenues

-GOVERNOR

Repeal the Badefer Fund and Badger Board and re}ated Aatute;ry provzsxons As & rcsuit
the Badger Fund’s recreational grant program and the use of monies for general equalization
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~school aids would be eliminated. All future: mining tax revenues would be placed in the

The bill would create a mining economic development grant and loan program that would
be administered by Commerce. Under the program, the Development Finance Board would be
authorized to make grants or loans up to specified levels to a business, city, village, town, county,
community-based organization or local development corporation.

The Board could not award a grant or loan if the- proceeds would be used to establish or
expand a business that would be solely dependent on mining activity. In making awards, the
Board would be required to consider both the general and targeted area criteria considered in
making awards for WDF programs. The Board would also have to consider the extent to which
the business or other entity that would be assisted by the project would be likely to provide
stable, long-term employment opportunities that would reduce the dependence of the area on

mining.

Two scparate appropriations would be created under Corndmerce-for the program. A
continuing, segregated appropriation, funded by amounts transferred from the HLIF, would be
created to fund the mining economic development grants and loans. A-total of $200,000 SEG
would be provided from the ILIF in 1997-98 to fund the grants and loans. The bill would also
- create a'separate program revenue appropriation for repayments of grants and loans. Repayments

received in this appropriation could also be used to.fund mining économic development grants |

and loans.

Commerce, with the approval of the: Board, would be required.to promulgate: rules - which
-would- establish- standards and policies for awarding mining grants and loans that-would be
consistent with policies and standards established by rule for awarding WDF grants and-loans.
“The ‘Department-would also be required to- promulgate rules that would govern ‘the :application
processes for mining economic development grants and loans and for grants and loans made from
local revolving funds that would be established with grant or Joan monies.: ' :

__ " Under the program, an-area affected by mining would mean an area in which all.of the
following Would apply: (a) public and private infrastructure is:or was provided to support mining
activity; (b) public funds are or were expended for costs associated with mining activity; and (c)
construction of a mine has begun and economic diversification would be necessary to reduce

-dependence on mining activity for the long-term: econornic :growth and stability of the area.
Business would mean a company located in the state, a canipany_-_--that-- has: made- a. firm
commitment to locate a facility in the state or a group of companies of which at least 80% are
located in the state. Community-based organization would mean an organization that is involved
in economic development and helps businesses that are likely to employ persons. A local
development corporation would be defined to mean the elected governing body of a federally
recognized American Indian: tribe or band: in the state or. any :business created by the elected
‘governing body.. A local development corporation would also be a nonprofit business organized
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under state law that operated within specific’ geographic boundaries and that promoted the
economic development within the specific geographic area. Mining would mean metallic mining.

DISCUSSION POINTS
Egdger ¥und and Badger Boar d L

1. Revenues that accrue above certain statutory amounts are deposited in the Badger
Fund. When net proceeds tax fevenues are sufficient, 40% of total caliecnons are transferred to
the Badger Fund. In addition; any balance in the ILIF in excess of $20 million is also transferred
to the Badger Fund and placed:in a separate account. The Badger Fund is administered by the
Badger Board which is composed of the Governor or a designee and the Secretaries of Revenue,
Commercc and Natural Resources and the Board of Commissioners of Public Lands.

Interest on the balance n the Badger F‘und is rcqmred to be used for two. purpeses
a szty percent must be used to make grants tc) czmntxes, cmes vxﬂages and {ewns
to fund the capital costs of recreational facilities. The Badger Board may award grants to

mumcxpahtzes :for the cap:tal costs but not the operamng or mamtenance costs, of recreational
" 3l > grounds, trails, trail-s npsites and shelters,”

= =cross—countxy-skz' trails, bridle trails ature trails;
-houses, toilets, shelters, wells and. pumps, fireplaces; tennis courts; softball diamonds, baseball
"'dzamcmds, SOCCer fie}ds piaygrounds an& playgmund eqmpment and for purchases of Iand fer
thosapuxpeses : e e SR e O e P

b.- The other fifty percent is reqmred to be used for state generai equalxzanon azds
for SChOOi diStI’ICIS SR SRR T siEDREI O meale ] Ve bl

2 Tabie 1 shows thc dxstrlbuuon of nunmg tax revenues from the Fiambeau mme_
".smce it began operatzons Note that the tota}s de not mclude mterest an the balances in elther-
--the Baéger Fund or IL{F e s o ol T b el e e e
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"TABLE:1.

Distribution Gf Mmmg Tax Revelmes
1993 to 1997

Credit for

Tax Construction . . .0 ... ... -Badger®*
Tax Year* Paid Period Payment ILIE** Fund
1993 8505680 C o osezsso’  saa2z00 $0
1994 v 6362736 237,120 3675370 0 2450246
1995 6,409,121 ' 0 38454730 12,563,648 -
1996 - . Z1,400.000%% L0 840000 o o 560,000
Towls . . $14677,537 5300000  $8.803643. . $5573.8%4

*Tax due June 15 of following year.
#* Amounts do not mciude Interest on baiance in fund
B ***Esumate . L ., = B

3 As noted thc March 30, 1997 balance mthe badger fund was: $5 353,300, mczudmgs_ C

"interest on the fund balance. Between March 30, and the end of the’ 1996-97 fiscai year the
balance will increase for two reasons: (a) interest estimated at $11,340. per-month will accrue,
-and (b) 40% of Flambeau mine’s:1996 tax:payment ($1,400,000) or an estimated $560,000. will
be transferred to the fund. (The 1996 tax payment will be the final payment made by Flambeau )
Consequently, the estimated June 30 1997, balance in the badger fund will be $5 983,300.

4, The 1995~97 bndget (1995 Wxsccmsm Act 27) mc}uded a prowsmn whlch requires the
June 30, 1997, bafance in the Badger Fund to be transferreci to the general fund

- 5. The Ba&ger Board has not imet since. ;.t was. creamd in 1981 Thls i bccause there
was no money in the fund for the Bca:d to administer until 1994. S:mzlariy, no ‘monies. have
been distributed from the fund either as recreational grants or as genera} equalization aids.- Since
the current balance in the fund will be transferred at the end of the fiscal year there will be no
fund for the Board to administer. Moreover, there will be no mining activity in the state after
the Flambeau mine closes this year. As a result, it is argued that there is no need for either the
Badger Board or badger fund and both should be eliminated.

6. However, some view the Badger Fund as a trust fund in which to place monies that
would be available to address long-term costs imposed by mining on the state and affected
communities. From this view, the ILIF does not provide the same long-term support. Most of
the monies placed in the ILIF are required to be distributed as payments to municipalities. In
addition, any remaining funding can be distributed by the ILIFB in the form of discretionary
grants to municipalities. Since there is a possibility of a mine being constructed in the Crandon
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--area in the future, some would argue that authority for the Badger Board and Fund should
continue. . . _ . o

Mining;--Econemie Development Grant and Loan Program
: . 8B T would create a. Imnmg economic development grant and. loan procram
admzmstered by Commerce that would make grants or loans to: - -

a.. & -b.usmess,-_te. ﬁ.nance siart»up, mamtenance or: expansion up to $100, {300. .

Cbeoa city,. vzilage, town or county, to develep an economic mver51ﬁcm1en plan, up to
SIGO 00{}

= foelsoalocal government, community-based organization or local development corporation,
1o estabhsh alocal revolving fund to finance businesses that would create 1ong—term employment
. oypormmt;es, ep to SQDO 000 ST RTp IR .

d ca commumty—based orgamzauon or. locai development cerporauen to conduct a locai
* €COROMIIC: development project. that would create long-term employment op;;ortumtzes and that
wenid prcmde assxstance to busmesses or: entrepreneurs, up te $IGG OOO i

e. a busmess to obtam professwnal services related to the staﬁwup, maintepance oOr:
-expansion-of the business; including. assistance with feasibility studies ‘or financial marketmg.
plans and managerial assistance after start-up-or:expansion, up to $15,000: T -

Actotal of $200,000 SEG would be.provided from the ILIF to-fund the grants and loans.

8.  Commerce indicates that the mining grant and ioan program is des:gned to prevxde
- financial - assistance - to - mining-impacted ‘communities | to- .develop and implement. economic
&versxficaﬁon plans and create long—term emp},oyment opportunities to reduce the dependence
of the area on mining for economic growth. The program would allow commnmues to establish
an econormic develepment infrastructure: fo: achieve Ieng-term grewth by fundmg ‘economic
deveiopment diversification plans, early planning grants, revolving loan funds and business loans
and grants. Since the source of funding would be mining tax revenues, there would be a direct
link between mining activity and economic revitalization of the area. Moreover, mining activity
-in.the state is located primarily in Rusk-and Forest Counties. These are areas which have had
unemployment rates that are substantially higher than the state average for most of the year. By
targeting areas that are impacted by mining, the grant and loan program would also target aid to
areas experiencing.a hlgh degree of economic distress. o T

9. Under current iaw the Commumty Based Econormc Develepment (CBED) Rurai

Economic-Development (RED) and Wisconsin Development Fund (WDF) programs provide
grants and loans for many of the same type of projects that would be eligible for the proposed
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mining economic development grants and loans. CBED provides grants to community-based
organizations for financial assistance to businesses and for local economic development projects.
CBED business incubator grants can be used to create revolving loan funds and CBED also
provides grants to political subdivisions to develop economic diversification plans. The RED
provides grants and loans to small businesses for professional services related to starting or
expanding a business and loans for working capital and fixed asset financing. WDF provides
grants and loans to businesses for major economic: development projects and certain types of
labor training. However, the Department indicates: that current demand for financial assistance
through these programs is strong and only a portion of applications can be funded. Generally,
annual funding for CBED and the WDF is fully awarded. Proposed modifications to the RED
are expected to increase demand for its funds. As a result, it is argued that the new mining grant
and loan program ‘is necessary to ensure that viable projects in mining-impacted communities
receive assistance.

10. First dollar and county additional payments made to municipalities from the ILIF (as
described in the Appendix) are required to be used for mining-related purposes:- Mining-related
purposes are defined as activities which are directly in response to construction; operation,
curtailment of operation or cessation of operation of a metallic mining site; or directly in

“response to -conditions at a metallic mining-site which is: not in operation: Mining-related
‘purposes - include  activities which -anticipate the economic and . social consequences -of the
cessation of numng Mxnng—rela’ted purpose also znciude aetxvztzes for whlch dxseretionary grants
can be awarded from the ILIF ' : - : :

11 The ELIFB is alse author}:zed to: make dlscretlona:y grants to eounnes, mumczpakues
and Native American communities for the following:purposes:: i

a. " Protective services, such as police and fire services associated with the construction
and operauon of the mine site.

b. nghway repazrs or constmetlon asa consequence of the constructzon and operatmn
“rer o rStudies and projects for local development..
d.” Monitoring the effects of the mining operation: on the environment. .

e. - Extraordinary community facilities and services provided as a-result' of mining

f. Legal counsel and technical consultants to represent and assist municipalities
appearing before state agencies on matters relating to metalliferous mining.

g.  Other expenses assoczated w;th the consimct;on, eperaﬂon cessation of operatlon or
closure of the mine site. e o : : . :
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h.  The preparation of areawide community service plans for municipalities applying for
funds which identify social, economic, educational and envxronmentai impacts associated with
mining and set forth a p}an rmmmzzmg the ;tmpacts E

i. Provision of educanona} services in a school district.

j.  Expenses attributable to a permanent or temporary closing of a mine including the
~ cost of providing retraining and other educational programs designed to assist displaced workers
in finding new employment opportunities: Eligible expenses also include:the cost of- opcrai:mg
. any job placement referral programs connected with the curtailment of mining operations in any
i area of the state.

- 12. There are two basic differences between the proposed rmmng econonuc grant program

and the various grants rnade from the ILIF: (a) the ILIFB oniy awards grants although grants to
‘ municipalities can bé used to create revolving loan funds; and. (b) the ILIFB. only makes grants
- to local units of gevernment However, local governments can prov.tde direct ﬁnancza} assistance
to private businesses, Exampies include the Conwed and Norse projects.. In the Ce:mwcfi project,
- Rusk County and the City of Ladysm:tth were awarded $2 & .million to buy. Ccnwed’s existing
manufacturing facility and to construct a.new. facility in the city’s industrial park. The city and
_county wﬂl purchase equipment for the plant with monies from revolving loan funds. The new
facility will be: sold to Conwed under a’ longmterm land contract. Conwed manufactures modular

L office furniture. Similarly, Norse Building: Systems.(a modular homie manufacturer) is currently =

- building a manufacturing plant in Ladysmith. The city, Rusk County and the Town of Grant will
‘useran ILIF grant of $750,000 to purchase the facility and resell it to Norse under a land contract
“agreement. In revzewzng the purposes for which ILIF grants may be used, it could be argued that
: the proposed mining grant program would duphcate the type of ﬁnanmal assxstance that is alreaciy
_provided from the ILIF.

_ 13... Table 2 shows the projected balance in the rmnmg investment and locai nnpact fund
_on July, I 1997. The Table indicates that-an estimated $555 900 would be avazlabie for-'
f'dzscretlonary grants and another $188, 10{} ‘would be in the reserve fund The Ieserve. fund can
‘only be used to ensure: that first-dollar payments can be made; to reﬁnburse mumczpahuas for
‘costs associated with the cessatwn of mining operatzons and: to mdemmfy mumczpahtms for
:reclamatxon activities. Since the mine is closing in 1997, the Iast requzred first- dollar payments
‘will be made from rmnmg tax revenues collected in-June,.1997... R
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TABLE2 - .

Projected July- 1, 1997, Balance in

Mining Investment and Local Impact Fund

. o I?iscreﬁonary Fund
: ..Begmnmg Baiance (’?11!96) Co S $5.491,827
- Plus: Flambeau Net. Proceeds Tax Transfer (60%} Jun 97, $840.000 . s
Federal Mining Revenue e 250
Interest 200.000 S e
Subtotal: Fund Income, est. $1,040,250
. Less: Discretionary Grant Disbursements since 7/1/96 $1,390,904
' First Dollar Payment (Jan. ’97) _ 459,600
County Additional Payment (Jan. 97) 383,200
‘Reserve Transfer (Jan. '97) 640912
Discretionary Grant Encumibrances 2,261,552 ©
First Dollar Payment (Jan. "98), est. 473400
County Additional Payment (Jan. ’98), est. 366,600 R
' Subtotal Dzsbursemants and Encumbrances " RIS -$5,976,168
& :._Avallable Balancc f e R - 3555908 |
|l Beginning Balance (7/1/96) - - S e $62,649
}-Less: Disbursements since 7/1/96 o $18.247 N
Noranda NOI-Restricted. - o~ 44,402 TR
Subtotal: Disbursements and Encumbrances -$62,649
Available Balance for Crandon Mine _ $0
| | 3 ~i Reserve Fund 7. o
};Begmnmg Balance (7/1/96) o e senzset |
- .Phis ‘Reserve Transfer (Jan. ’9?} ) - $640912 B
' “‘Reserve Transfer (Jan. "98), est. - 0 R o
' Subtotal: Fund Income : ’ 640912
Less: Discretionary Grant Disbursements since 7/1/96 - TR0 e
Discretionary Grant Encumbrances 1,058,110
Subtotal: Disbursements and Encumbrances -$1,065,330
Available Balance 188,143

14. The table shows that the estimated total amount of funding remaining in the ILIF
would be §744,100. If $200,000 is transferred to the new mining economic development grant
program, $544,100 would remain. Moreover, no additional mining tax revenues are expected in
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Senator Decker

COMMERCE

Investment and Local Impact Fund Grants

Motion:

Move to direct the Investment and Local Impact Fund Board to make a grant of $480,000
to the City of Ladysmith from the July 1, 1997, balance in the Investment and Local Impact
Fund, mcludmg reserve fund amounts. L

Note:

Wxscensm imposes a net prcceeds tax: cm state metaihferous mznmg cperatxons,_m__hf:u of -
local property-taxation. Revenues from the net preceeds tax are placed in the investment and
- local impact fund (ILIF) which is administered by the Investment and Local Impact-Fund Board
(ILIFB): +The Board makes various required”and discretionary- paymentsfrom' the fund to
compensate counties, municipalities and Native American communities for costs associated with
mining.

The ILIFB is authorized to make discretionary grants to counties, municipalities and Native
American communities for the following purposes:

a. Protective services, such as police and fire services associated with the construction
and operation of the mine site.

b. Highway repairs or construction as a consequence of the construction and operation
of a mine.

c. Studies and projects for local development.
d.  Monitoring the effects of the mining operation on the environment.

e. Extraordinary community facilities and services provided as a result of mining
activity.

E

Motion #1578 : (over)




f.  Legal counsel and technical consultants to represent and assist municipalities
appearing before state agencies on matters relating to metalliferous mining.

g.  Other expenses associated with the:construction, operation, cessation of operation or
closure of the mine site.

h.  The preparation of areawide community service plans for municipalities applying for
funds which identify social, economic, educational and environmental impacts assoclated with
mining and set forth a plan minimizing the impacts.

1. Provision of educational services in a school-district

] Expenses attributable to a permanent or temporary closing of a mine including the
cost of providing retraining and other educational programs designed to assist displaced workers
in finding new employment opportunities. Eligible expenses also include the cost of operating
any job placement referral programs connected with the curtailment of mining operations in any
area of the state. ZE O A,

The projected July 1, 1997, balance in the ILIF, net of required 1997-98 payments to
municipalities, that would be available for discretionary grants would be an estimated $555,900.

In ‘addition, an est;mated $188,100 would be in the reserve fund. Undcr the provxsxans of SB 77,

S $200.000 would be transferred from-the ILIF to fund a mining economic development grant ° b

-program- administered by Commerce. If that provision is adopte_d, the ILIF wonld contain an
estimated $544,000. Under the motion, and the:SB:77 provision, the balance would be $64.000.

MO#
JENSEN Y N A
OURADA ¥ N A
HARSDORF ¥ N A
ALBERS A N A
GARD ¥, N A
KAUFERT . N A
LINTON X N A
COGGS N A
A
BURKE fﬁ N A
; DECKER s;f\‘f N A,
GEORGE Y. N K
© JAUCH Y. N A
7 WINEKE X: N A
7 SHIBILSKI ‘¥, N A
COWLES A N A
PANZER Y Noa

i

AYE .?WS?NO f§ ARS
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ATTACHMENT

Summary of Current Law Relating to the
- Investment and Local Impact Fund

The state net proceeds tax is determined by adding together the gross proceeds from
mining, subtracting allowable deductions to arrive at net proceeds and then applying the
-appropriate tax rates to net-proceeds to deterrnine the net tax payable. Gross proceeds are
srevenues from the sale of the ore:after it is mined. An-alternative method of calculating gross
proceeds is authorized in cases where the minerals are sold or transferred to-a processing or
marketing facility which is a subsidiary or parent corporation or where the facility is in a foreign
country. In these cases, gross proceeds are calculated by multiplying the amount of ore produced
bya speczﬁed price. Net pmceeds are deterzmned by subt:ractmg pemntted deducnons from gross

If ;costs are not excluded. in determining gross proceeds and are actually incurred or
accrued, deductions are generally allowed for the following:

- {a) - The cost of labor, tools and:supplies used in muning. = .

" (by' The actual and necessary expenses for mining including extracting; transporting,
milling; concentrating, smelting; refining; reducing; assaying, sampling, inventorying and handling
the ore and expenses for: further processmg and transfemg the pmduct for which gross Ievenues

Lare recelved . : . . . e SR e . .
(c) Expenses for administrative, - appraising, -accounting; :legal, medical, -engineering,
clerical and technical services directly related to mimng, excluding sa}anes and expenses for

corporate officers and for lobbying.

-{d)" Expenses directly related to repair and maintenance of machinery, equipment and real
property used for. mmmg and for other necessary zmprovements toals apphances and supplies
usedinmlmag i e it y

(e) Federal income taxes paid, state corporate income and franchise taxes paid, sales and
use taxes paid and other taxes paid that are deductible for state corporate income tax purposes

and that are allocable to the mine. (The net proceeds tax is not deductible in determining net
proceeds but is deductible for state corporate income tax purposes.)

(f) Rents paid on personal property used in mining.
(g) The cost of relocating employes in the state.

(h) The costs of premiums on mining reclamation bonds.
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(i) Costs for insurance, uninstired’ casualty losses and losses from the sale of personal
property.

(j) Depreciation or amortization using methods: authorized under state law. The assets
specifically authorized to be depreciated are: machinery, mills, and reduction works; buildings
structures and other improvements; permit fees, license fees and other required fees and
deveiopment of the mine after extraction begins. R -

s (k} : Royaities paid to-owners of mmeraE rights to the Jands where the mine or an extension
of the mine is located. - However, royalties paid to a person or entity in which the pefson mining
has an ownership or equity interest or to a person who has an. ownershxp or. eqmty interest:in-the
'person mmmg are not cieduct;ble : SRR i z

(L) Ali actual and necassary reclamation and restoration costs, fees or-charges including
payments for future reclamation which are required by law or by DNR order. Refunds.of
escrowed payments which were allowed as a deduction are to be taxed as net preceeds at the
average effective tax rate for the years in *whlch the deductzon was taken..

(m) Interest paid which is speciﬁcaiiy aliocabie to the develﬁpment or operétion of a mine
or processing facility from which net proceeds are derived. 'If the interest is not specifically

'__-_alloc:able to development or operatloﬂ of a mine or processmg faczhty, a deductio_  is allowed. for - _': '-: s
" ‘the ‘proportion of nonspecifically ‘allocable  interest that equals. the ‘proportion. that capztal' SN

investrent in the mine-and: processing facilities represent of the taxpayer’s total investment. . If
the mine is owned by ‘a ¢orporation that:is part of an affiliated -group of .corporations that are
eligible to file a consolidated federal income tax return, the deduction for interest:is limited to
interest paid to nonmembers of the group. However, in all cases, the deduction for interest
cannot-exceed 5%:of total:gross proceeds for the taxable year. .= el -

{n) Depletion based on original cost.
‘Net proceeds -are-taxed under a statzxtory rate and bracket stmcmre The brackets are
indexed based on the annual change in the gross national product deflator, sub;ect to.a maximum

increase of 10%. The table below shows the statutory rate and bracket structure and the indexed
brackets apphcabie for caiendar year 1995 net pmceecis (for taxes payable June 15, 1996)
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-Statutory : Indexed Net.
Net Proceeds Brackets Proceeds Brackets — 1995 Rate
$O to $250 809-. : o $@to - $391,100 0%:
250,001 to 5,000,000 - 391,101t0 - 7,822,560 3
5,000,001 to 10,000,000 7,822,501 to 15,644,800 -7
10,000,001 to 15,000,000 15,644,801 to 23,467,300 10
15,000,001 to 20,000,000 - o 23,467,301 :t031,289900 - 13
20,000,001 to 25,000,000 - 39,289,901 t0°39,142,100 . 14 ..
15.

w0 Qver 25,000,000 e Over$39,112,100

The tax is imposed separately on the net proceeds of each mine. For the purpose of the
net proceeds tax, mining does not include the extraction or benefaction of sand or gravel.

~Under current law, the greater of 60% -of all net proceeds tax revenues.or an amount
- necessary to make:first dollar payments is:transferred to the TLIF: . First dollar payments must
.be made to each- county, city, village and town in which ore:is extracted and‘to each Native
American cornmmunity which-has tribal lands in a municipality in which ore is extracted.. First
dollar payments are statutorily set at $100,000 for each affected county or municipality; however,

: : “the amount of paymcnt is mdexed 'Fhe ﬁrst doilar payment amount for. Jauuary, 1997 payments_:_ i
‘was $153,200. Any revenues not transferred to the ILIF are transferred to a separate badger -

fund. In addition, any revenues in the ILIF in excess of $20 million on January 1, of any year

~are required to be- transferred:-to-the badger fund; but placed in a separate: account. However, if
the balance in the ILIF drops below $20 million or if there are not sufficient funds to make
required and discretionary payments to counties, municipalities or Native American commummes,
a sufficient amount of transferred funds will be returned to the ILIF.-

The Investment and Local Impact Fund Board (ILIFB) administers the ILIF and is
responsible for making various payments-from the fund to municipalities: that ‘are. impacted by
mining operatmns The ILIFB is composed of eleven members: the’ Secretaries of Revenue and
Commerce, two.county officials, two mumczpai officials; three. pubhc representauves one Native

- American and one school board member. The local government representatives are appointed
by the Governor. . P T

If necessary, funds are first transferred to the waste management fund or the
environmental-repair fund to:pay for the costs: of repairing or restoring envirorimental damage
at a mining site, removing pollutaits-from the area-or providing long-term care for the:-site.
However, any amounts transferred cannot exceed the respective balances in the waste
management or environmental repair funds or 50% ‘of the balance in the ILIF.  Aside from these
possible transfers, tax revenues deposited in the ILIF are distributed to. eligible communities
under a statutorily established system.
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Counties, municipalities and Native: American communities in which ore is extracted must
receive annual first dollar payments. . Payments are made to municipalities containing at least
15% of the minable ore body, counties in which metalliferous minerals are being extracted and
Native American communities having tribal lands in eligible municipalities or counties. Cities,
villages, towns and Native American communities are not resmcteé to usmg ﬁrst doﬂar payments
only for mining-related purpﬁses - ‘

When net proceeds revenues: are sufficient to fully fund first dollar payments, counties
in which metalliferous minerals are extracted receive additional payments. "Additional payments
to counties are the lesser of 20% of the net proceeds taxes collected: from mines in the county
or $250,000. Counties must use first dollar and additional payments for mining related purposes.
The additional payment amount is indexed and was $383,200 in January 1997.

A pmJect; reserve fund-must be estabhshed for each mine site. Ti‘he amount placed in‘the
fund is the lesser of 10% of net proceeds tax revenues from the mine or the amount remaining
after first dollar and county ‘additional payments are made: - Monies in the:reserve fund can be
used for: - (a) funding first dollar: and: county additional payments when tax revenuesare
insufficient; (b) reimbursing ‘municipalities ‘for costs associated. with the cessation of. nnmng
-operaﬁons and (c) 10 mdemmfy mumclpa}mes for reclamation expenses - RN

The IL{FB is: a}se authonzed to make dxscretaonary gxants to couni;zes, mumcxpa}mes and' L
Native American communities for the foilawmg purpcses S TR b

“{a) Protcctwe services; such as pohce and fme services: assec:iated with the construction
and: operatzon of the mine site:: - : S L

(b) Highway repairs or construction as a consequence of the construction and operation
of a mine.

{c)  Studies-and projects for local development.
" {d) .- - Monitoring the effects of the mining operation: on the environment. -

(e) Extraordinary community facilities and services provided as a result of mining
activity.

iy Legal counsci and techmcal consu}tants to represent and assist: mumcxpalmes
appeanng before state agencies:on. matters re}atmg to metalhferous mxnmg '

(g) Other expenses assoczated mth the cons’emctwn, cperanan, cessationr of operamon
or closure of the mine site. - : : : " :
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(h)  The preparation of areawide community service plans for municipalities applying
for funds which identify social, economic, educational and environmental impacts associated with
mining and set forth a plan minimizing the impacts.

(i) Provision of educational services in a school district.

G Expenses attributable to a permanent or temporary closing of a mine including the
cost of providing retraining and other educational programs designed to assist displaced workers
in finding new employment opportunities. Eligible expenses also include the cost of operating
any job placement referral programs connected with the curtailment of mining operations in any
area of the state.

Distribution of discretionary grants are first made to municipalities in which mining is or
has occurred within the three previous years, next to municipalities adjacent to those in which
ore is extracted or has been extracted in the last three to seven years and finally to other
communities.

A school district is eligible to apply for and receive, upon ILIFB approval, an amount
equal to the district’s nonshared costs attributable to enrollment resulting from the development
and operation of a mine.

* Each person constructing a mining site is required to make a one-time construction period
payment of $100,000 to each county, municipality and Native American community that contains
at least 15% of the minable ore body. The revenues for the payments are advanced by the
mining company at the start-up of construction and are credited against future net proceeds tax
liability. The payments are made to eligible communities 30 days after construction begins.

Each company that files a Notice of Intent to Collect Data with DNR is required to pay
$150,000 in three equal installments to DOR for deposit in the ILIF. The ILIFB is authorized
to use these funds to make payments to eligible municipalities, counties or local impact
committees to cover the costs of legal counsel or certain qualified technical experts and for other
reasonable and necessary- expenses that directly relate to negotiation of a local agreement.
Unexpended notice of intent revenues. are refunded to the mining company six months after a

local agreement is signed.
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Paper #250 1997-99 Budget May 21, 1997
om——————————————————————T———— ARSI ———————————————————_—————————

To: Joint Committee on Finance

From: - Bob Lang, Director’
Legislative Fiscal Bureau

ISSUE

Modifications to Physician and Health Care Provider Loan Assistance Programs
(Commerce}

[LFB Summa:y Page 143, #37}

CURRENTLAW

The Physicians Loan Assistance Program (PLAP) is a program that repays loans for
physicians that agree to practice in certain medical shortage areas. The physician enters into an
agreement ‘with Commerce to practice in a certain shortage: area as-a-condition. of having
educational loans repaid. Through PLAP, Commerce may repay, on behalf of the physician, up
to $50,000 over a five-year period in educational loans obtained by the physician from a public
“‘or ‘private lending institution for education in an.accredited:school of medicine or for post-
graduate medical training: ‘The Joans are repaid according to the following schedule: (1) 10%
-of the principal up to $5,000 in.the: first year; (2).an additional 12.5% of-the- principal up to
$6,250 in the second year; (3) an additional 15% of the principal up to: $7 500 in the third:year;
(4) an additional 20% of the principal up to $10,000 in the fourth year; and (5) an additional
42.5% of the ‘principal up to $21;250 in the fifth year. - Commerce-has made awards to 87
physmzans over the hfc of the program : _ Fas s o

r'The Heaith C-are' Provzder Lea‘n ‘Assistance program is a-program that repays Joans of
~primary health: care providers: (physician. assistants, nurse-midwives and nurse practitioners) in
- areas that are underserved by primary care providers. Commerce may repay, on behalf of health
“care providers, up to $25,000 over a five-year period in-educational ioans obtained from a public
or private lending institution for education related to the health care provider’s field of practice.
- The loans are repaid according to-the following schedule: (1) 10% of the principal up to-$2,500
1in the first year; (2) an additional 12:5% of the principal up to $3,125 in the second year; (3) an
additional 15% of the principal up to. $3,750 in the third year; (4) an additional 20% of the
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" principal up to $5,000 in the fourth year; and (5) an additional 42.5% of '“thé--p’rincip'al“ﬁpto
$10,625 in the fifth year. The Department has made awards to a total of 15 health care providers
over the life of the program.

Commerce is also reguired to contract with the University of Wisconsin Office of Rural
Health for certain services including: advising the Department and the Rural Health
Development Council concerning practice areas and communities of high need; assisting in
publicizing the programs; and. assisting candidates, communities and the Department in
participating in and operating the programs.

GOVERNOR

Modzfy the Physician Loan Assistance (PLAP) and the Heaith Care Provxder Loan
. Assistance (HCPLAP) programs-as follows: = TR e T

a. The definition of an eligible practice area under both programs would be modified
to be a primary care shortage area, an American Indian reservation or trust lands of an American
Indian tribe. An ckglblc practice area would no longer include an obstetric shortage area, a state

or federal prison or an area health education center established under federal law. For the PLAP, =
mental health shortage area would be substituted for the current psychiatric shortage area thatis =~
mcluded in the deﬁnmon of ehgfc}e pract;lce area.

bt The deﬁmtxon of pnmary care: sheﬁage area would bc mcd:ﬁed to: be a primary
- care health professxonai shortage aréa as .determined under. federal law, exchzdmg astate or
federal: pﬂson . R I o e R el e -

: BR o Thc loan repayment agreement between the Departmcnt and the physzczan or:the
“health care provider would require the phys;cxan or health care provider to practice at least 32
“clinic hours per week in one-or more eligible pracuce areas in the: state Ci}mc hours. would
..mean heurs spent Workmg thh panents ina chmc o O e

& The penod over whlch Ioans W{m}d be rcpalci by the state woulci be reduced from
five to three years for both programs. Under the PLAP, loans would be repaid. at the following
rate: (1) 40% of the principal of the loan up to $20,000 during the first year of participation in
the program; (2) an additional 40% of the principal of the loan up to $20; 000 during the second
- year. of participation; and (3) an additional 20% of the principal of the {oan up to $10,000 during
the third year of participation.  HCPLAP loans would be repaid according to: the following
schedule: (1) 40% of the principal of the loan up to $10,000 during the first year of participation
in'the program; (2) an additional 40%: of the principal of the loan up to $10,000- during the
‘second year of participation; and'(3) an additional 20% of the principal of ‘the loan up:10.$5,000
‘during the third year of ‘participation.. The maximum-amount-of a loan that c:ould be repazd
would remain-at $50,000 for the PLAP and $25,000 for HCPLAP.. - -
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- e. - Commerce would be required to establish penalties, by rule, that would be assessed
against-physicians and health care providers who breached a loan repayment agreement. The rules
would be required to: (1) specify what actions would constitite a breach of the agreement; (2)
provide specific penalty amounts for specific breaches; and (3) provide exceptions for certain

-actions,. mcludmg breaches of agmemﬁnts resultmg from death or dlsabzhty

cife e Fundmg for the PLAP HCPLAP and the coni:ract With the Umvemty Of Wzsconsm
Office of Rural Health would be consolidated into a new separate; GPR continuing appropriation.
A total of $388,700 GPR would be provided annually. The current appropriations that are used
1o provade fxmdmg for the. PLAP HCPLAP- and contract. weu}d be repealed

g The current: requxrement that the Department wﬂ:h the advxce of the Ru:ral Health
.Councﬂ establish primary care and-obstetric shortage areas would:be repealed. Similarly, . the
requirement that the Office of Rural Health provide recommendations. to-the Department and
Rural Health Council regarding establishment of such shortage areas would also.be repealed: The
~definition of primary care under the PLAP would be repealed and incorporated into the definition
of physician. Physician would be an M.D. or D.O. who specialized in family practice, general
internal medicine; general pediatrics, obstetrics and. gynecology, or psychiatry. . -Finally, a
provision related to reimbursement for certain obstetric and gynecoiogzcai care under medical

o -:assxstance Would be modzﬁed to refercnce the cieﬁmtxon of pnmary care shortage area mcluded e
“in-the bills i : . T LA SRt B - : S g

~DISCUSSION POINTS .-
Transfer PLAP and HCPLAP

L. Fundmg for PLA.P anfi HCPLAP Ioan repayments 18 provaded through two separate
GPR connnmng appropriations.- Base Ievel funding is $3 17,200 GPR for the PLAP appropriation
- and $53,000 GPR for the HCPLAP appropriation. .Base. funding of $18, 500 GPR is. prowded
through a biennial appropnatmn for the contract with the Office of Rura}l Health.. In. ‘addition,
one Commerce staff member is respenszbie for adnumstenng the program for the Department
'-=.awaxchng grants. and mc}mtormg and: trackmg ioans Fundmg ef $60 200 GPR is provided for
-salary, fringe: benefits and- supphes am:i sérvices associated with the position-and- adunmstrauon
__Ofthe pmgrams T S PU .
: L. As noted the PLAP is.a program that repays Ioans for physmzans who ag;ree to
practice primary care (including family medicine, general internal medicine and pediatrics).in an
eligible practice area. An eligible practice area includes a primary care shortage area, an
_obstetric shortage area, a psychiatric-shortage area, a-state: or federal prison, an area health
education cénter program or-an Indian.reservation in Wisconsin. ’l’he_"-Depam's:m_;_may alsoenter
into agreements with physicians who will practice psychiatry or obstetrics.in shortage areas. A
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primary care shortage area is-an area in which the ratio of the population to the number of
physicians who provide primary care is more than 2,500 to one or an area that is'in a pnmary
“-health care professwﬁal shortage area as dﬁtermined under federal-law. : .

Similarly, the: HCPLAP that repays 1oans of pnmary hea}th provzders (physxcxan assistants,
nurse-midwives and nurse practitioners) who agree to practice in areas that are underserved by
--primary cdre providers. - Eligible practice areas and primary care shortage areas are defined the
same tmder HCPLAP as under PLAP except g*sychxamc shortage areas are exc}uded

3. The Rura} Health Deveiopment Counczi {Ceuncxk) is attache:d 1o Commerc:c and
consists of the Secretaries of Commerce and Health and Family Services and 11 members
appointed by the Governor for five-year terms with the approval of the Senate. The appointed

“members must iriclude: (a) a representative of the UW medical School;:(b)-a representative of
-~ the Medical College of Wisconsin; (¢) a representative of the Wisconsin:Health and Educational
“Facilities “Authority;. (d) a- representative of the Farmers: Home Administration; {e}:. two
: representahves of private lenders that make loans in rural areas; (f) two. rgprasantatwes of rural
“health care facilities; (g) a rural physzcxan (h) a rural nurse; and (i) a- representauvﬁ of: pubhc
health services. ~Staff and other snpport for the Councﬁ is prowcied by Commeme

4 In addmon to adv:smg Commercc on. matters related to: thc P‘LAP HCPLAP and o

recommendations to the Depanment on all of the foﬂowmg

a. Ways to improve the delivery of health care to persons:living in rural areas of the
state that qualify as eligible practice areas;

b. Ways to help communities evaluate the linkage between rural health facilities and
e,conomlc development to deterrmna the vaiue of local support for. rusrai health facﬂxtses

- B The coordmanon of state: and federal programs that are ava.zlable to :assist rw:al
: health facﬂmes ' S : N e

.25, Inresponse to provisions mciudad in the 1995*97 ‘menmal budget (1995 Wlsconsm

- Act 27), the Lieutenant Governor was assigned the task of reviewing and evaluating the: need for

“and functioning of 144 councils; boards and commissions that are authorized in thestatutes. . The

Lieutenant Governor has recommended that the Rural Health Development Council be sunset.on

June 30, 1998. According to the evaluation, the Council is an advisory body whose role could

‘be provided through & less formal, non-statutory means. In addmon the Cc}uncﬂ 1denuﬁed a
‘rumber of publxc and pnvate entities whzch have szmﬁar functzons e :

60 The Umverszty of Wzscensm (}fﬁca of Rural Heaith is provrded $25; 90() GPR and
1:0°GPR position, $356,900 PR and 3.6 PR positions, and $47,100 FED and 1.0 FED position.
‘The Office operates several programs designed to support the development of health services in
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rural areas. The Office administers a number. of recruitment programs, including the physician
recruitment program (New Physicians in Wiseonsin) which has been operating in Wisconsin since
1978.. Through the program, over 300 physicians have been recruited to 110 communities. The
- Health Professionals for Wisconsin program recruits nurse practitioners; physician assistants and
certified nurse midwives to community practices.. The Office hosts statewide meetings, provides
a newsletter, operates a rural health library, provides technical assistance and menitors legislation
related to rural health issues. The Office also staffs the national rural recruitment and retention
. network which consists of a cleannghouse of 45 statewide orgamzat;ens that provxde recruitment

SeIvices.:

7. Commerce is statutorily required to contract with the Office of Rural Health for
certain services. The Office of Rural Health is directed to provide the following services through
contract: (a) advise Commerce and the Rural Health Development Council in identifying
communities with extremely high needs for health care; (b) assist Commerce in publicizing the
PLAP and HCPLAP programs to physicians, health care providers and eligible communities; (c)
assist physicians and health care providers who are interested in:participating in the programs;
(d) assist communities in obtaining physicians or health care prowders through the programs, and
(e) assist Commerca with: the general opcrauons of the programs SR R

G 8 ’I‘he Rurai Heaith I)eveiopmant Counc:ﬂ respons:bﬂmes are. pnmaniy related to

- advzsmg Ccmmerce on delivering health care to rural, underserved areas of the state; coordmatmg o
state -and federal health facility assistance programs and evaluating the linkage between: rural
health-care facilities and economic development.:-Only the- latter responsibility directly relates
to: economic’ development promotion: - Some have -argued that Commerce has relatively little
expertise or working relationships with affected clientele in most areas, such as prenatal care,
-health care delivery and:rural hospitals; that the Council is required examine. --Similarly, PLAP
and HCPLAP focus on medical shortage -areas and rural health care delivery is viewed as
inconsistent . with . the: focus of : Commerce’s -other economic: development programs. - Also,
Department staff are believed to lack expertise in programs and. policies related to rural health
care delivery. Moreover, PLAP and HCPLAP are loan repayment programs for individuals which
are unlike the Department’s other economic deveiopment programs ‘whiclhi.generally provide
assistance to businesses for start-ups or expansions.

Consequently, some have argued that the Council and administration of PLAP and
HCPLAP should be. transferred: to the Office of Rural-Health. The Office could provide staff
support to:the Council: -From this view, it is believed: that Office staff have more expertise in
areas needed to administer PLAP and HCPLAP: For.example, the Office has historically worked
to -place physicians. and:health care professionals in-rural medical ‘service ‘aréas. = In addition,
because of such: expertise, Office staff should be more able to:assess ‘the policy impacts of the
Council’s recommendations.. ‘To accomplish the transfer; funding for the. PLAP, HCPLAP and
related contract ($388,700 GPR) would be transferred to the UW Office of Rural Health. In
addition; 1.0 GPR: position and $60,200 GPR would be transferred. Fmaﬂy, the Rural Hea}th
Development Council would be transferred to the Office. - S :
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9. Supporters of the current program would argue that the guality of the local health
care system is directly related to economic development, particularly in rural areas.  ‘From this
view - PLAP ‘and 'HCPLAP are - economic. -development .programs. that ' are . -appropriately
administered by Commerce. Moreover, the Department has been administering PLAP since 1991
and staffing the Council since 1990. It is argued that, over this:time, the Department staff has
developed the - necessary.-expertise to- act on Council recommendations ‘and administer the
programs. . This is- indicated by the fact that the Cormmerce administrative position must:be
transferred in order for the: Office of Rural Health to administer PLAP and HCPLAP. Finally,
some would argue that transferring the program administration to an institution as large as the
UW could result in less effective administration of the program.

Techmcai Modxficatmns

SB 77 centams statutory provxsmns wh1ch wzil modlfy the PLAP -and HCPLAP to’ be
‘more consistent with: the federal loan assistance prograr. - These modifications are intended to
enable Commerce to teceive $40,000 in federal matching funds.. However; the Department has
identified additional provisions that should be included in the:-programs to enable the Department
to receive federal matching funds. The additional ;)rovzslons would include defining expanded

. physician and health care provider loan assistance programs to mean progranis funded through - .
" federal and state matching funds. - Also; Department authority to repay eligible loans of eligible

physicians or health care providers would have to include those who 'were qualified under current
law ¢ provisions' andwho-also ‘met the- following criteria: (a) agreed to accept medicare
assignment; (b) agreed to use a sliding fee scale or a comparable method-of determining payment
arrangements for patients - who are mot. eligible for-medicare or medical assistance and who are
unable to: pay the customary fee for physician’s-or health care provider’s services; (c) agreed to
practice at a public or non-profit entity in'a bealth professional shortage area; (d) was:a U.S.
citizen; and (e) did not have a judgement lien against his or her property for a debt to the U.S.

ALTERNATIVES TO BILL -
Fransfer PLAP and HCPLAP

: i TE Approve the Grovemc}r s recommendaﬁon to modify the Physmlan Loan Assistance
(PLAP) and the Health Care ProviderLoan Assistance (HCPLAP) programs: - Reduce from five
to three years; the period over which loans would be ‘répaid by the state.- Consolidate funding
for the PLAP, HCPLAP and the.contract with the University of Wisconsin Office of Rural Health
into a new separate; GPR: continuing appropriation. Repeal the current appropnataons that are
used to provxde fundmg for the PLAP, HC?LAP and UW contract SRS A L

S 2e Mad:fy the chemor s recomendatzan to- tmnsfer the Rural ﬁea}th I)cvelcpm@nt
Council to the UW Office of Rural Health: Also, transfer $448,900 GPR and 1.0 GPR:position
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from the Department of Commerce to the Office of Rural’ Hﬁa!th to transfer responszbzhty for
administering the PLAP and HCPLAP from the Depm'tment to the Office.

3. Maintain current law.
Technical Modifications
LA .\ ]
f"““’é .
1./ Adopt the statutory modifications recommended by Commerce in order to receive
federal“fﬁfndmg x : '
2. Maintain current law.

MO#: : :
T ngé.E'N ﬂ{ - JJENSEN . . . ¥
| , o / JENSE X, N OURADA ¥ N
. Prepared by: Ron Shanovich OURADA. . X N HARSDORF . ¥ . N
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Paper #251 1997-99 Budget May 21, 1997
0000000000

7 To: Joint Committee on Finance

“From: Bob Lang, Director
Legislative Fiscal Burean

ISS{IE
Bevelﬂpment Zone Program Changes (Commerce)

2 [LFB-Summary Page 145, #38}

_ CURRENT LAW

Wisconsin has established 18 developmerit zones in areas which have been designated as
economically distressed in certain municipalities; counties and Indian reservations in the-state.
"The 18 authorized zones are located in Beloit; Eau Claire; Fond du Lac; Green Bay; Janesville;
~Manitowoc; Milwaukee; Racine; Richland'Center; Sturgeon Bay; Superior;  Two.Rivers; fron
County; Florence, Forest, Lincoln: and: Langlade Counties (North Four); Juneau; Adams and
Marquette Counties; Grant and Lafayette Counties; and the Lac du Flambeau and Stockbridge-
Munsee Indian Reservations. A total of $28 155 million is allocated for tax credits:over the life
of thg S{ateWIde prggfarn Sl s . . . . . e

GOVERNOR

Modify the state development zone program as foliows

a. Increase the statewide tctal amoant of credxts that couid be clalmed by $5 million
toa total of $33.155 million. o : : :

bs - -Auth‘onze- -the Department of Commerce to increase the established limit for tax
benefits for all current zones. : :

c. ‘Authorize local governing bodies to apply to the Department of Commerce for up
to five, twelve-month extensions of the designation of an area as a development zone.
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DISCUSSION POINTS

L The state development zone program is designed to promote economic growth and
development through job creation and investment in economically distressed areas. Designation
criteria target areas with high unemployment, low incomes, high proportions of public assistance
recipients, recent layoffs, or declining populations or property values. Development zone tax
credits provide incentives for businesses to:locate or expand in these areas.

2. The development zone program was created by 1987 Wisconsin Act 328. Under
the provisions of Act 328, Cormerce (at that time, the Department of Development) was given
authority to designate eight development zones throughout the state and a total of $14 million
was authorized for tax credits over the life of the program. Since it was first established in 1987,
the development zone program has been expanded three times. In 1990, the program was
expanded to allow for designation of four additional zones and an additional $4.155 million in
total tax credits. In 1993 Wisconsin Act 16 (the 1993-95. budget), the program was further
expanded to increase by two, to a total of 14 development zones that could be des;g;xated The
total amount of tax credits that could be allocated was inéreased by $3 million to $21.155
million. Finally, 1995 Wisconsin 1995 Act 209 increased the number of development zones that

could be designated from 14 to 18 and the total amount of statewxde credlts was mcreased by $7
: rmfhon toatotal of$28 155 million. . - h L b S R

3. +The changes included - in-SB - 77 are designed .to continue-. the “€CONOIIC
development ‘and-job: creation that:are-stimulated- by the -program: - -The - development. zone
program’ is: viewed' ‘as ‘a. -mechanism for:‘encouraging ‘long-term; sustainable ..economic
~development. - Those holding this view would note the growth in:investment:and employment that
‘has occurred under the current program.  According to-Commerce, 'since. the first eight zones
were established .in- 1989, the programi has generated $199.7 million in investment and created
‘almost 5,100 jobs in:the zones:: The growth has been particularly: s;gmficant in-the last-year.
Between 1995 and 1996, total investment and the number of jobs created inthe: zcmes increased
25%. Tt is argued that the additional credit authority, increase in zone life. and authonty to
allocate additional credits to existing zones are necessary to commue thls pattem of econormc

growth.

Increasmg the 'I‘ctal Tax Credxt Allocatzon

4. Commerce allocates a pomon of the statewxde crecht amount to each deveiopment
zone. Economic development staff in each zone assign credits to eligible businesses within each
~zone based on the applications of the businesses and recommendations of local officials, subject
to the approval of Commerce. The Department may reduce credit allocations in cases where
businesses fail to meet certification requirements and where the information used to determine
the allocation was inaccurate or significantly misestimated. Under administrative rules, business
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credit amounts that are reduced must remain aHocated 1o the devekopment zone in which the
- business is located. e : e e

5: - Under a provision of 1995 Act 209, Commerce was authorized to allocate up to

-$500,000 in additional tax benefits t6 any-of the 14 zones that were designated-before April 25,

1996. Under this provision, $200,000 was allocated each to Manitowoc,; Milwaukee, Racine and
Superior. Sturgeon Bay received an additional $500,000.

6. As of March 31, 1997, 65.7% of the total statewide tax credit allocation (excluding
additional credits allocated under provisions of Act 209) had been allocated to businesses in
development zones. The zones in Eau Claire, Green Bay, Manitowoc, Milwaukee and Superior
had, at a minimum, allocated over 85% of the total credit allocation’ to: businesses, including
-additional allocations received under the provision of Act 209.-Sturgeon Bay had allocated 80%
of its total credits, including the $500,000 additional allocation. Teis arguad that-the ‘credit
allocations to these and other deveicpment zones will be exhausted before the zone expires. 'As
~a result; there will be little incentive for businesses to expand or locate in these zones. Th:is will
: inhlblt Job growth in areas of the state that are’ expemencmg economic: dxstress i

e T Threagh March; 1997; $26 755 mﬂhon of the total 828 155 rmﬂzon statemde credxt
authonty had been. allocated to the 18 dcveiopment 7ones. This means that the Department has

“a credit reserve’ of $1:4 million. Except for Sturgeon Bay, this amotnt could be used to allocate

“additional credits to the pre-1996 development zones. - Moreover; statewide, $8.4 million’of the
“credits-allocated to zones have not been allocated to-businesses within thie ‘zones: Some would
argue that, since- there are: $9.8 million in: statewide ‘credits that’ have not been allocatéd ‘to
businesses there is no need to increase the total state allocation. If only the SB 77 provision that
would authorize Commerce to allocate additional credits to existing zones was adopted, a portion
~of the '$1.4 - million reserve could be-allocated to zones, such as Milwaukee and-Sturgeon Bay,
“that have used most-of their allocation: In: addmon, the. Department caaid be: gzven autharxty 10
reallecate cred;ts from undemtxhzed :z(:mes o U e L B

o8 SB 77 daes not mciurie: av estimiate of t;be potentzai fiscai effect of mcreasmg {he
statewide total credit amount by $5° rmlhcm Ttis believed ‘that the process of Commerce
allocating ‘the additional amounts to-the zones, the zones ‘allocating the: crechts 1o individual
businesses and: then: the -businesses: taking: the “actions to- claim-the~credits would -delay- any
significant fiscal effect: beyond the 1997-99 biennium. It would also-be noted that the entire
amount allocated to a business would not be claimed in one year, but would be claimed as
investments were made and employes were hired as the business expanded. Also, many new and
expanding businesses have little or no tax liability; in these cases, unused development zone
credits would be carried forward to offset future tax liabilities. For example, through 1995, the
total amount of credits allocated to individual businesses was $15.7 million, yet, according to
DOR aggregate statistics, a total of $2 7 Imihcm in developmeut zone credlts was cialmed through
'-tax yﬂax 1995 . for - : C
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o vozones are completed 2] RN
':.-_.deve};{apmem zone, tequire a substantial’ amount of investment over time. by many pubhc and '

: 9., .. However, the fiscal effect of expanding the total statewide credit-allocation is

reflected in individual and corporate income and franchise tax revenue estimates. Based on
historic information regarding credit allocations to businesses and DOR credit claims, it is
-estimated that the additional $7 million in credit authority provided in:Act 209 will reduce annual
income and:franchise tax revenues by. $100€)90 annuai}y These reductions: are- mcluded ‘in
current revenue estimates. - T T 2 R

<. Designation Extensions

- W o Development zones-are initially -authorized for seven years, with:three, one-year
-extension currently allowed. As noted there were eight development zones created in 1989--
Beloit, - Iron. -County, . Manitowoc, Milwaukee,. Rac:ine, ‘Sturgeon Bay, . Superior -.and - the
-Stockbndge«Muns&e Indian Reservation.:. Each of these: zones was scheduled to expire -in
_September, 1996. However, they were all extended one ‘year and are scheduled to - expire in
- September; 1997, The zones created in 1991 {Fand du Lac; Green Bay, Richland Center and the
Lac du Flambeau Indian. ﬂescrvatxon) expire in 1998. SB 77 includes a: provision which would
permit five, one-year extensions for. designation as a development zone. It is argued that
ex;:andmg the extension penod is needed to ensure that the development projects undertaken in
than- redeveiopment projects, sue:h _as3-=those in the Mx.lwaukee"- '

-private entities. Moreover; the- extension is: needed to ensure that the development zone program
‘can be used as-part-of the brownfields initiative: mcluded in. the budget.: The additional time
would allow:. busmesses o undertake brownfields redcvclepment prolea:ts in emstmg zones.

I 1 Under cummt iaw, a devel'opment zone is aiiowed up to: three one-myear extens:ons

: Some would -argue:that.the current provision is sufficient to ensure the success.of a development
project. ‘From this view; it is argued:that 10 years should be sufﬂczent to ensure that the required
investment and: development activities will occur. . Beyond tbls point, it is not. clear that -any
further investment of state funding through tax credzts would be an’ afﬁcwnt use of state monies.
‘Moreover, those’ holding: this view would’ ‘note that the Joint Cemnnttee ‘on Finance removed a
:szmﬂar prewsmn from Act 209. ’{‘hey Would argue that this actxon isan mdmat:on of legislatwe :
intent that the extension: provision should remain unchanged Finally, since the development zone
credits are -available to businesses that participate in the enterprise:development zone: program
brownfield. redeveiopment prc)gmms can: be undertaken through that. pmgram T

.AL’I‘ERNATIVES TO BILL

- Increasmg !:he Totai Credli Aliocatmn

.. {’ﬁ Approve the Govemor 5 recammenda’uon to increase thc statemde total amount
of credits that could be claimed by $5 million to a total of $33.155 million and authorize the
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Department of Commerce to increase the established limit for tax benefits for all current
development zones.

2. Modify the Governor’s recommendation to delete the increase in the total statewide
amount of credits that could be claimed.

Modify the Governor’s recommendation to delete the increase in the total amount

of st ew;de credits that could be claimed. Further, authorize Commerce to realiocate unused
credits from development zones.

B. Designation Extension

i

1.} Approve the Governor’s recommendation to authorize local governing bodies to
apply E’U’{he Department of Commerce for up to five, one-year extensions of the designation of
an area as a development zone.

2. Maintain current law (three, one-year extensions).

Prepared by: Ron Shanovich
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