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Paper #626 1997-99 Budget May 23, 1997

To: Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE

Nonpomt Sﬁurce Program Fundmg (DNR - Water Qualxty)

- [LFB Summary Page 437 #2]

CURRENT LAW

DNR is provided $6,363,600 GPR and $6,705,300 SEG in base level funding for the
nonpoint source water pollution abatement program for aids to local units: of -government for
priority watershed project administration and cost-share grants to landowners and certain
governmental units for the installation of water pollution abatement and conservation -practices.

“ In addition, $20.0 million in general obligation bonding has been authorized for nonpoint source
water pollution abatement grants, of which approximately $18.6 million has been expended.The
bonding provided the program is limited to cost-share grants for the instailation of water pollution
abatement or conservation practices and cannot be used for local program administration. -

-GGVERNOR

Delete ‘base GPR fundmg of $6 363 600 in 1997 98 for the nonpoint source water
pollution abatement program. Instead; provide an additional $12,363,000 in.general obligation
bonding authority, of which $2.0 million would be designated ‘for projects selected after-July 1,
1998.

Further, limit the program’s GPR appropridtion ($6,363,600:in-1998-99) to the provision
of nonpoint source cost share grants only, rather than both cost share grants'and local assistance
grants. The bill would also provide $6,505,300 SEG annually from the nonpoint account of the
environmental fund which would be available for local-administration and cost share grants.
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DISCUSSION POINTS
Background

L. The nonpoint source water pollution abatement program provides grants to local
units of government for: (a) priority watershed project administration; and (b) 50-70% cost share
grants to landowners and communities in priority watersheds to install water pollution abaternent
practices and structures.

2. Large scale watershed projects generally take at least ten years to complete,
excluding planning efforts prior to selection. The first two years following project selection is
the project planning phase in which local assistance grants are made available for county and/or
municipal administration of the watershed. Among other activities, local officials plan watershed
projects, contract with landowners, assist in the design and installation of practices, conduct
demonstrations and train. staff. - Local :assistance grant awards -for implementation and
administration of the project are made throughout the remaining years of the project. Beginning
in the third year of a project, landowners can sign-up for cost-sharing awards for the installation
of practices such as manure storage facilities and barnyard roofs and contour strips on cropland
to reduce nonpoint pollution runoff. The cost-sharing grant awards are available from the third
_ year through the tenth year of a project. However, some projects have becn exiended and cost--

" sharing awards have been made for additional years.

- Program Funding

. 3. Local governmental units (primarily counties): are advanced funds to meet

- anticipated cost share grant expenditures in a watershed project. As the advanced funds are

-expended, DNR reimburses the county’s or the local government unit’s advance account.. During

the final years of the project, DNR does not reimburse the advance funds provided each pro;ect
and the advanced funds are spent down. - ST

4. Approximately 66 large scale priority watershed projects and 20 priority lake
projects could receive funding during the 1997-99 biennium. The bill would provide $29.8
million in funding for existing projects as follows: $6.5 million SEG annually from the nonpoint
account of the environmental fund; $6.4 million GPR in 1998-99; and $10.4 million in bonding.
The bill would also provide $2.0.million in general fund-supported: hcndmg that would be
restricted to new projects identified during the biennium. ; T

5. DNR indicates that the nonpoint source pollution abatement program expenditures
for existing watersheds could be as high as $40.8 million for the 1997-99 biennium. However,
in a November, 1996, report to the Land and Water Conservation Beard (LWCB), DNR indicated
that the amount of funding needed in the bienninm could be reduced by $10.7 million to $30:1
million as follows: (a) $1.0 million associated with encumbrances that will be carried into. the
1997-99 biennium: (b) $3.0 million, by eliminating advances to counties or local governments
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for cost share grants(a reimbursement approach -would be used);-and (c) $5.7 million program
savings primarily- associated with ending selected priority watershed and lake pro;ects ‘and (d)
$1.0 million.in federal Clean Water Act section 319 g:rants R : R

T The foliowmg tabie hsts the esnmatcd pregram ne:ed and the fundmg avasiabis in
- the bienniwm under the bill. : I .

Estimated. Nonpoint Program: Expenditures

1997-99 (mllilons)
SB 77 Funding . _ $29.8.
Estin;aééd:-sxpeﬁdimes o 408
Lessadjustments e
- reduced advances 30
carryover encumbrances -0
ending projects S7
federal Clean Water Act funds ﬁ__ T
:Ad}nsted Expemizmre Estrmate e gt
--'.'--Rema-mmg- an'd{n'g R RS IR, | A S e B
7. By eliminating advances to counties, DNR would require counties to 's'pénd down

.the estimated $4.0 millionin advance account balances.. After the funds in the advance accounts
_are depleted, the- program wouid be. adnumsterad as a. reunbursement program in that counties
would be required fo. fund cost. share agréements and then. subnnt the claims. for rexmbursement
It shouid be noted. that not all counties. or. local. gevernments have a baiance in their advance
~accounts, and therefore, such counties or iocal governments . would ba on:.a rezmbursement
approach at an earlier date.

s 8. DNR xs currently i the precess of 3dent1fyzng watershed and Iake prc;_;ects that
could be ended. Further, other provisions in.the bill would require DNR and DATCP to review
existing watershed projects and recommend those to be re-identified by the Board as a priority

-project. - Under the provisions, if .a watershed or lake currently designated as priority (except
those statutonly des:gnated) 18 not re*xdennfied by the LWCB, the. _priority watershed or, lake
project would be terminated. If a pmject is. temnated .the LWCB would be:required.to review

-the status. of the project and direct DNR o continue, modxfy or eliminate. funding for that
watershed or lake project. : R
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9. DNR has also indicated that program costs could also be reduced by better
coordinating county activities with federal programs such as the United States Department of
Agriculture’s (USDA) environmental quality incentive program (EQIP). USDA is in the process
of issuing final rules on the EQIP program, which would provide $4.2 million in federal funding
:for cost share .grants to landowners in Wisconsin. The EQIP program replaces the agricultural
conservation program (ACP), and the water quality incentives program (WQIP) which were each
funded at approximately $2.0 million annually for Wisconsin in recent years.

10.  One criticism of the nonpoint program has been that because the program provides
a large share of funding for staff compared to federal programs, counties tend to focus their
conservation efforts on obtaining watershed projects rather than using available federal program
funding. That is, counties may not pursue federal cost-share funds or federal conservation
program efforts (such as the conservation reserve program) because only a small share of the
funds (approximately 10% under EQIP) can be used for staff, versus approximately 50% for
nonpoint projects. Therefore, federal and DNR officials believe that there is potential to make
better use of federal funds and federal conservation programs to meet the state’s nonpoint
pollution abatement goals.

11.  EQIP funds do not pass through the state government but rather are accessed
directly by counties, local governments and landowners Under the program, 65% of the funds,
have to be spent in eight federally des:gnated priority area basins, which would include several
state priority watersheds and lakes. Further, the EQIP program is a competitive program with
the state’s share of future being largely dependent on the ability of counties to access the funds.
Therefore, to the extent that counties and landowners in state designated priority watersheds make
greater use of the federal EQIP funds, the demand for cost share funds in those projects could

be reduced.

12.°  The bill would also require DNR, in consultation with DATCP, to promulgate riles
“that specify cost-effective best management practices that can implemented by local governments
and landowners to meet the priority watershed, lake and water basin water quality objectives.
Therefore, to the extent that more cost-effective pracuces are used, the level of cost share fundmg
needed in the biennium could be reduced.

13.  Under the bill, the $2.0 million in bonding would be restricted for use as cost
“share grants for new projects. Allowing this to be used for any pro;ect would provxde {)NR
'grcater flexibility reiated to the use of the pmposed fundmg

14.  If the Committee did not approve the Governor’s recommendations the program
would be provided $26:2 million in funding and no additional bonding: $6,363,600 GPR annually
and $6,705,300 SEG annually. It should be noted that DOA indicates that the $200,000 annual
reduction in segregated funding was proposed because the nonpoint account of the envxronmentaI

fund could not support the expenditures.
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Local Assistance Funding -

15.  The bill would limit the program’s GPR appropriation ($6,363,600 in 1998-99) to

the provision of nonpoint source cost share grants: only.rather-than both cost share grants and

- local assistance grants-as allowed under current law.. The bill would also provide $6,505,300

SEG annually from the nonpoint accountof the- environmental fund. which would also. be
available for local administration and cost share grants. TR :

16;  DOA indicates that the GPR appropriation was. limited  to cost share grants to
ensure that a greater percentage of the program’s funding would be available for the installation
of water pollution abatement practices. Historically, at least one-half of the funds have been
expended on local assistance grants (county staff and supphes) and one-half (or less) on cost
share grants (farm practzces) : : SR : -

i 17. Locai assistance grams totalled $13 5 mﬂhen in the 1993 95 blenmum and
- approxunately $18.9 million will- be’ spent on-local assistance (with approximately $16.6 million
“gpént on cost share grants) in the 1995-97 biepnium. Under the bill, approximately $14:0 million
“could'be used to fund local assistance grants to counties and local governments ($13.0 million
‘SEG provided under the bill and approximately $1.0- million in federal Clean Water Act Section

- __3};9 grant fundmg) Allowmg the $6,363,600: GPR in '1998-99 to be. used for both k)cal_

- -assistance grants and cost share grants: would provuie DNR the ﬂexxb;hty to expend up to $19*4
: mﬁhon on Zocal asszstance grants in- thc bzenmum i : Co L
18. However;'ial}.owmg {h’eaGPR to 'b'e'-used for local -assistance grants:-would reduce
the amount of funds that would be exclusively available for cost share grants to landowners or
“local governments: . If GPR funding were used for county staff, and assuming: DNR implements
its program to-reduce- cost share. advance accounts, approximately: $15.4- million would ‘be
-available exclusively for cost share funding::(a) $10.4 in bonding for existing priority-watershed
or lake projects provided in the bill; (b)Y $3.0 million associated with: spending dewn cost share
~advances previously provided counties and: local governmerits; and: (1) $1.0 million associdted
“with-encumbrances of previously provided: grant fancimg In addition; federal funding: under the _
- EQIP program could reduce the need for state funding in the biennium to implement cost share

practices.

19.  Alternatively, allowing up to 50% of the GPR funds to be used for local assistance
-grants would allow DNR some additional flexibility while limiting'local assistance grant funding.
“Under this scenario, approximately. $16.2 million ($13.0 million SEG &nd $3:2 million: GPR):in
“funding provided in the biennium would be available for county staff grants and $18.6 million
for landowner practices. Thisalternative would not provide the $18.9 million in funding that was
expended on local assistance grants -during-the: last biennium. --However, -under -DNR’s
expenditure reduction plan, assuming that 50% of the $5.7 million in savings associated with
ending watershed or lake projects is staff related, the need for local assistance could be reduced
by approximately $2.9 million. Therefore, under this alternative, county staffing in active
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watersheds would remain at approximately the 1995-97 level ($18.9 million, less $2.9 million
in savings, would be $16.0 million in active watersheds.)

©-. - 20. - Concerns have been raised that the nonpoint source program is expending more
funding for local assistance grants than on the installation of pollution abatement and
-conservation practices.  However, the recent focus of the program has involved the use of low-
cost practices such as changes in tillage practices, nutrient planning and grazing management
which are generally more staff intensive. Implementing such low-cost practices generally
~involves local staff working closely with landowners to change their behaviors and develop
: management plans aimed at pollution abatement rather than the building structures or facﬂmes

Therefore despite the Governor’s proposal to limit the funds for Iocai asszstance grants
it is unlikely that the need for local assistance funding will be reduced in the future. However,
to alleviate concerns about the long-term funding implications for local assistance grants the
“Committee could require counties to match a portion -of the nonpoint local assistance oran_ts
“provided. for their projects. - Currently; DNR grants fund 70%: of certain county equipment and
~up to 100% of most staff and supply costs. Cost share grant recipients (landowners) under the
“program, are generally required to pay a minimum-of:30% of the costs of the practices- installed
~under the program. A similar match could be required for-county or local governments for local
. 'a531stance grants.. Further, a similar p;:ogram, DATCP’s soil and water resource: managementi :
_program, Tequires-a 100% match to the state funding provided for county. staffing grants. .
Requiring a 30% local match could also substantxally reduce the need to. terminate existing
watersheds or, to the extent watersheds are terminated, to allow the fundmg of hxgher priority
“projects under new criteria sooner than would be-allowed under: the bill. ' '

ca 21 Requiring a minimum -30% local match could .aiso increase the local commitment
‘to a-nonpoint project in that only-counties or local governments who are willing to commit their
-own funds would receive state funding for their project.. However, counties that currently have
watershed projects ‘received the- project funding without a 30%- ‘required:local - match.
“Alternatively, the Committee. could require-a match for any projects selected for’ fundmg after
J uIy I, 1998 (conszstent with the Governor’s recommendations for 1denuﬁcatmn of new pro;ects)

ALTERNATIVES TO BASE

: S Approve the Govamor s recommendatmns to: (a) delete base GPR. funding of
$6,363,600 in:1997-98 for the nonpoint source water pollution abatement program and limit use
“of the GPR: appropriation to the provision of nonpoint source cost share grants to landowners;
‘and (b) provide an additional $12,363,000 in general obligation bondmg authority, of which $2.0

rm}lmn would be deslgnated for projects seiected after Ju}y 1, 1998. - .
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Alternative 1 GPR BB
1997-59 REVENUE (Change to Base) $0  $12,363,000
[Change to Bill 30 507

1987-99 FUNDING (Change 1o Bil) - $6,363,600 30
[Change to Bill 30 i)

-

%ﬁ, Adopt the Governor’s recommendation, as modified by one or more of the
following: '

-y

P

“a. ) specify that up to 50% of GPR funds could be used for local
assistance grants (at least 50% would be for landowner cost share grants).

b. specify that GPR funds may be used for .r_'.cd'_st--;share and local
assistance grants.

c. delete the reqnii’ément that $2 million in bondmg be designated

only for newly selected projects (the $2 million would be available for any
projects). -
as fé.qﬁiré reciPienﬁg of nonPUmtsourceProgram}c&caiasszstaace grants e

(€. require recipients of nonpoint Source'prcﬁgram' 1693_1 _assistance grants
to provide’a minimum 30% match in order to receive grant funds for projects
selected after July 1, 1998. '

o,

ok
Sﬁ‘ﬁa%%
&,

MO# &

Alternative 2 O i ] L _Bﬁ _ 1JENSEN }(; N A ..
1967-89 REVENUE (Changs to Base) 80 $12363,000 NPt "; N
' [Charige to il $0. .80 ALBERS % N A
1997-99 FUNDING (Change to Bill) - $6,363,600 . 80 KASEER ¥ ﬁ .2_;_.
[Change-to Bill $0 80| HMWONMurad X N A -
— COGGS N N A

3. Maintain current law. , _.
7 BURKE X N A
DECKER X, N oA

‘ = GEORGE Y Noa

Alternative 3 GPR ER JAUCH X N A
1997-99 REVENUE (Change to Base) $0 0 ;ﬂ?;;ﬁgm ;’% i b
[Change to Bl s0  -$12,363,000] COWLES Y ON A
1997-99 FUNDING (Change to Base) $0 0 PANZER X N oA o

[Change to Bill $6,363,600 Ls0p Moo

- ./ Ams

Prepared by: Al Runde
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Representative Harsdorf

NATURAL RESOURCES

Local Assistance Grant Funding

Maotion:

Meve to restrict local assistance grant funds from béing used for promotional items
excluding those used for informational purposes, such as brochures and videos.

2 s TE AT
MO#E‘& A
JENSEN XN A
OURADA X N A
JHARSDORF ¥ N A
2.ALBERS XN A
GARD X NOA
KAUFERT Y, N A
HNTON- Mo NA
COGGS X N A
BURKE H,. N A
DECKER A N A
GEORGE A4 N A
JAUCH A N A
WINEKE X N A
SHIBILSK! X N A
COWLES N N A
PANZER X N A
AYE_L 7 NO ABS

Motion #3030




Paper #627 1997-99 Budget May 23, 1997

To: Joint Committee on Finance

-~ From: Bob Lang, Diréctor
~Legislative Fiscal Bureau

ISSUE

Nonpoint Segregated Funding -- Nonpomt Acceunt Condltxon (DNR -- Water
Quality}

[LFB Summary: Page 43_8, #3]

CURRENT LAW

_ : Revenues of approxamateiy $1O 3 rmlhon SEG annually a:rt: depcszted to the norzpomt
account of the envxronmental fund are denved from a.$7.50 vehic}e title transfer; fee collected
at the time of filing. an applzcanan for the ﬁrst cemﬁcate of automoblic txtia and at. the time. of
filing a certificate of title after a transfer of ownersiup The fee is coilected by the. Departmem
of Transportation. The Department of Natural Resources (DNR), the Department of Agriculture,
Trade and Consumer. Protection (DATCP) and . the Department of Workforce Development
(DWD) for WISCGIISIH Conservation Corps enmliee shoreland projects are prevzded a total of
$10,757, 800 SEG in base level fundmg with appmx;ma’te}y 21 2 posmons from the: nonpmnt
'account of the enwronmental fund.. . : St T

GOVERNOR

: . Delete_$600,000 SEG . annually. from the nonpoint source. water pollution abatement
program as follows: (a) $400,000 annually associated with contracted services, including
information and education, to support and implement the nonpomt program; (b) $200,000
annually from the nonpoint source grant program.
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DISCUSSION POINTS

L. DOA indicates that the recommended reduction in funding is necessary to bring
expenditures from the account in line with the revenues generated from the vehicle title transfer

fee.

2. Due to a calculation error under the bill, it is estimated that the account will end
the biennium with a $600,000 deficit. The following table lists the estimated condition of the
nonpoint account of the environmental fund.

Nonpoint Account Condition Statement under SB 77
(in millions)

1997-98 1998.99
Begiﬁniﬁg Balance | .—$0.6 | -$0.6
Revenues 103 10.4
Expenditures -103 -104
Ending Balance -%0.6 -$0.6
3. If the $1.2 million in reductions recommended by the Governor were not approved

‘the fund would end the 1997-99 biennitm with an estimated $1.8 million deficit.: “‘However, in
general, segregated funds and program revenue accounts are statutorily required to have posmve
‘year-end ‘balances. Therefore, the agencies would have to admxmstratavely reduce nonpomt
expcmixturcs by Si 8 mﬂhon over thc bmnmum S

©4)7 'While 'a 25 cent increase inthe vehicle title -transfer’ fee ‘would' provide
approxzmately $345,650 annually and balance the fund in the biennium, it should be noted that
‘the ‘account is structurally balanced. That is, expenditure levels under the bill are’ “within
estimated revenues for the biennium. Therefore, a one-time reduction in expenditures fromi the
nonpoint account would balance the fund in the biennium and, potentially, thereafter. A one-time
reduction of $600,000 would be approximately a 3.0% reduction in overall s;)enchng m the

biennium.

5. The following table lists the base Ievel appropnauons funded from the nonpomt
-account of the &nwronmental fund: 2
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:1997-99 Nonpeint Account Expenditures
- Under SB.77. .

Program _ . N RRTTE o e - 199798 -1998.99

Naturai Resources
Long~{erm momtonno research of Impacts of
priority watershed projects - integrated services $306,700 $306,700
Trading water pollution credits 50,000 50,000
Nonpoint program adrministration Lot 4480700 0 449,700
Priority watershed contracts 1,076,100 1,076,100
Priority watershed grant program e : - . 6,505,300 6,505,300
Administrative services fundmg for . ) e N _
nonpoint sourcé activities _ R 203 s00 203,500
Nonpoint grant administration oo a0 712000

'Agﬂcufture, Trade and Consumer Protecﬁon SRR

.- Soiland water managﬁment grants i Ty el e

. (agricultural shoreland and: ammal wasia management} c e 4. . 950,000 . - 950,000
Soﬂ and water resource maﬂagemem program acimmxstrauon o 604,600 604_,60_0 _

" j-"Workferce l)eveiopment (W:sconsm-. onservatxan Corps} SRR
Enrollee operations for shoreland projects ' 76,700 T I6700

Estimated fapses .. | oo G e e e 164000 . 16,400 .

Towl T T s10318900 $10362,700

Administrative Funding g 0

¢ 6. Approximately $1,635,700 and 21:2 state positions-are provided from the nonpoint
“account under the bill. -‘The staff are primarily associated the DNR nonpoint source pollution
abatement grant program (5.5 conducting water quality monitoring suppoit and 6.0 administering
- the program) and administering and providing technical assistance for DATCP’s soil and water
resource ‘management (SWRM) program: (8.0 staff) Remalnmg posmons are. DNR:central
:admxmstranve and grants adlmmstrancn staff G el CUU bveawiier owoae B

7. AH of positions fundeé -from the nenpoint--acc@unty-of the environmental fund are
currently filled. Therefore, any reductions in administrative appropriations would require DNR
or DATCP to either layoff staff. or. realiocate them to other fandmg sources’ and could reduce

program actzvxty
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8. It could be argued that any reductions to the funding to either the nonpoint or SWRM
grant programs should result in a comparable reduction in funding for staff. Therefore, if a
reduction is required in the various grant and contract funding provided from the nonpoint
account, administrative funding could also be reduced by 3% annually (approximately $48,000).
These reductions could be taken from DNR’s nonpoint program administration or DATCP’s
SWRM program administration. On the other hand, agency officials argue that if a one-time
reduction is required to balance the account, a permanent staff reduction is not warranted.”

Grant and Contracts Funding

9. Apyroxxmately $8,531,400 SEG annually from the nonpomt account’ of the
environmental fund is associated with nonpoint source pollution abatement grants, DATCP’
SWRM grants anci contract funding for services to support the nonpoint program L

10.  The nonpoint source water pollution abatement program provides grants to local units
of government for: (a) priority watershed project administration (county and local staff and
supplies); and (b) 50-70% cost share grants to landowners and communities in priority watersheds
to install water pollution abatement practices and structares. Historically, one-half (or more) of

. the funds have been expcndcd on local assistance grants and up to 0ne~ha1f is expended on t:ost '

share grants.

~11.  Based on current estimates, the nonpoint source grant program will-likely need:the
$6,505,300 annually provided under the bill. However, other provisions in the bill' would make
changes to the nonpoint program which could impact the program demand. For example, the
Governor recommends providing the Land and Water Conservation Board, with assistance from
DNR and DATCP, to terminate some existing watersheds that are not meeting program goals in
order to reduce program demand. DNR has indicated $5.7 million could be saved in the
biennium primarily through ending some existing watershed projects. SERTE

.= 12.. . Under current law, both the GPR and SEG appropriations for the nonpoint grant
program can be used to provide local assistance grants for the administration of the nonpoint
_program at the local level. The bill would eliminate the GPR funding for local assistance grants,
-and would allow that only the SEG funds (approximately $13.0 million) be available for local
- assistance grants. Local assistance expenditures were $13.5 million in the 1993-95 biennium and
will be an estimated $18.9 million during the 1995-97 biennium. DNR indicates that
approximately $1.0 million in the biennium in federal Clean Water Act funds could also be
-avaalable for local assistance grant funding.. -

w13, The fundmg prowded for DATCP’S SWRM program is pnmanly used to’ prov;de
grants for agricultural shoreland projects and animal waste management grants to landowners.
Agricultural shoreland funds are used to fund the development of county agricultural shoreland
ordinances and conservation practices required under those ordinances. Animal waste
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management grants are provided to landowners who have received a DNR: notice of discharge
of animal waste into the waters of the state and are required to take corrective action to reduce
that discharge. The two programs are Exke}y to need the avaﬂab}c funding to meet the programs’
demand in the 1997-99 bzenmum

14. DNR’s nonpoint source contracts fund water quality monitoring, education and
research activities that support the -nonpoint -program. -Contract funding has supported the
development of watershed maps, water pollution abatement demonstration projects, fisheries
inventories, lab analysis, monitoring and various informational and educational activities.
Contractors have included the State: Laboratory of Hygiene, University of Wisconsin-Extension,
the United States Geological Survey and other DNR programs as well 4s counties. Several of
the contracts entered into to support the nonpomt progra.m are long term.

15, Concems have been raxsed that Whﬂe the state has spefit considerable finds on the
nonpoint program and water pollution’ abatemient practices, evaluation of the program through
water quality monitoring has been limited. The contracts funding is one of the primary funding
sources used to conduct such evaluations. Further, reducing the contract funding further, while
it may not result in loss of stafﬁng for DNR couid result in staff reductzons at UWmEanszon
or the State Laboratory of Hyglene A RS

16 As mentzoned earher desplte havmg a deficzt the account is stmcmraﬂy balanced -

To balance the fund a one-time reduction of approximately $600,000 is needed.. Therefore, any
reductions in expenditures could be taken in the first year of the biennium. As a result, the
program would maintain a higher base level of fundmg avaalable for the 1999-2001 biennium."

17.  Since program funding in all categones is expected to be expended, it could be
argued that an across-the-board reduction would be most equitable. A 3% overall reduction
would generate the necessary savings. If the funding reductions necessary to balance the account
in the biennium were taken ennrely from the grant and centract funding; a 3. 5% reduction would
be requlred in the blenmum (or approxzmatﬂiy a 7% reductzon m 'fundxng in 1997-98)

ALTERNATIVES TO BASE

1. Approve the Governor’s recommendations to delete (a) $400,000 annually associated
with contracted services; and (b) $200,000 annually. from the nonpoint source grant program.
(DNR and DATCP would have to adrmmstratwely reduce expendltures by an estimated $600,000
to avoid a deficit.)

Alternative 1 SEG
1597-99 FUNDING {Change to Base} -$1,200,000
[Change to Bill 07
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2. In addition to the Governor’s recommendation, delete $300,000 SEG annually under
one of the following: - _

Alternative 2 SEG
1997—-99 FUNDING {Change 1o Base} - - §600,000 _
[ Ghange to &ill - $600,000]

2. Delete $300,000 SEG annually in nonpoint grant funding ($6.2 million
in base funding would be available in the 1999-2001 biennium).

b. Delete 3.5% annually in grarit and contract funding provided in the
biennium as follows: $228,800 annually from the nonpoint grant program; $33,400
annually from the SWRM. grant program; and $37,800 annually in contract . -
funding. . . _ s

c. Delete approximately 3% of annual expenditures-as follows: $48,000.
with 1.0 position associated with DNR’s nonpoint program administration; ...
$192,200 in nonpoint source pollution abatement grant funding; $28,000 in "
DATCP’s SWRM grant prﬁgram fundmg, and $31,800 in nonpoint contract

fundmg
Alternative 2¢ : ' . SEG
1997-98 POSITIONS (Change to Base) - ~100
[Change fo Bill Cw 007

. d. Delete ap;)rommately 3% of annual expend;tuxes as follows $48 OOO . .
with 1.0 position associated with - DATCP’S SWRM program adnnnistranon S
$192,200 in nonpoint source pollution abatement grant fundmg $28,000 in
DATCP’s SWRM grant program funding; and $31,800 in nonpomt contract

funding.
| Altemative2d - - - SEG
1997-98 POSITIONS (Change to Base) - 1.00
[Change to Bill - 1.00f
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% 3. % In addition to the Governor’s recommendation, delete $600,000 SEG in 1997-98
undés orte of the following:

Alternative 3 SEG
1997-99 FUNDING {Changs to Base) - $600,000
[Change to Bilf - $660,0001

a. Delete $600,000 SEG in 1997—93 in nonpoint grant funding
($6,505,300 in base funding would be available for the 1999-2001 biennium).

o

bﬁi Delete 7% in 1997-98 grant and contract funding as follows: $457,500
from thé € nonpoint grant program; $66,800 from the SWRM grant program; and
$75,700 in nonpoint contract funding.

c. Delete 6% of 1997-98 expenditures as follows: $48,000 from both
DNR and DATCP associated with program administration ($96,000 total);
$384,300 in nonpoint source pollution abatement grant funding; $56,100 in
DATCP’s SWRM grant program funding; and $63,600 .in nonpoint contract
funding. : ) B i A .

4, Maintain current law (the agencies would have to administratively reduce
expenditures from the nonpoint account to avoid a $1.8 million deficit).

Alternative 4 SEG
1987-99 FUNDING (Change to Base) 50
[Change to Bil! $1,206,000] | :
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Senator Burke

NATURAL RESOURCES (Paper #627)

UW-Extension Nonpoint Contracts

Motion:

Move to require that DNR expend a minimum of $500,000 annually from the funds
currently appropriated for the nonpoint program contracts for contracts with the UW-Extension

to conduct educational and technical assistance related to the nonpoint source pollution abatement
program activities.

Note:

SB 77 provides $1,076,100 SEG (a reduction of $423,900 from the $1,500, 000 in base
fevel fanding) from the nonpoint account of the environmental fund to contract for water quahty
monitoring, education, and research activities that support the nonpoint program. Contract
funding has supported the development of watershed maps, water pollution abatement
demonstration projects, fish inventories, lab analysis and various informational and educational
activities. Contractors have included the UW-Extension, the State Laboratory of Hygiene, the
U.S. Geological Survey, counties and other DNR programs.

The motion would require that at least $500,000 of the existing contract funding to be used
only for UW-Extension educational and technical assistance related to the nonpoint.source
pollution abatement program activities. UW-Extension has received approximately $600,000 in
contract funding to support the nonpoint progra:m i1l recent years.

5/ IBURKE ﬁif’ : g
Moy 12 DECKER YN A
GEORGE XN A
CH o
JENSEN v A a JAU 4 N A
OURADA Y, N A WINEKE A N A
HARSDORF f N_ A SHIBILSKI ﬂ/ N A
ALBERS Yy N a COWLES Yy N A
GARD YN A PANZER /
KAUFERT ;;i N A v fi}
HNTON- ol ¥ N A ; -
/COGGS AN A ave L N0~ ABS
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Paper #628 1997-99 Budget May 23, 1997

To: Joint Comnﬁ_ttee_ on Finance

" 'From:  Bob Lang, Director -
Legislative Fiscal Bureau

ISSUE
Water Pollution Credit Trading (DNR -- Water Quality)

[LFB Summary: Page 443, #19}

* CURRENT LAW .

DNR administers the Wisconsin Pollution Discharge Ehrmnamn System (WPDES) permit
program which sets the concentrations and mass limits of specific chermcals and orgamsms for
'permztted (point) sources of water poIlunon d:lscharges - - :

GOVERNOR

Govemor Provide $50,000. annually to fund a prcgect to eva}uate the tradmg of water
pollunon credlts as foHows : : : R TN

Projects. Requn*e DNR to administer one or more projects involving the trading of water
pollution credits among sources of water pollution. The project would authorize a permitted
source of water pollution discharges to increase the discharge of pollutants above the levels that
‘wotld otherwise be authorized in the pem:ut prcvzdeci the pemntted source does one of the
.f{)ﬂgw]ng g K : R L R S S T

a. Reaches an agreement with another permitted source under which the other source
agrees to reduce the discharge of pollutants in the project area below the levels that would
otherwise be required in the permit;
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b, Reaches an agreement with another person who'is not required to obtain a water
pollution discharge permit under which the other person agrees to reduce the amount of water
poliution it causes in the project area below the level of pollution it caused when the agreement

is reached; or

c. Reaches an agreement with DNR, or a local unit of government, under which the
source pays money to DNR or a local unit of government that would be used to reduce water

pollution in the project area.

Require DNR to amend the permits of the sources entering into the project agreement in
order to enable the agreement to be implemented. Further, the Department would be allowed to
select a watershed or water basin as a project area if all the following apply:

a. The watershed or water basin contains at least one impaired water body that DNR
has identified to the U.S. Environmental Protection Agency,

b. The watershed contains both agricultural and municipal sources of water poliution
and both are point or nonpoint sources of pollution; and

: c. Potential participants in the watershed or water basin exhlblt mtrerest m :
parumpatmg in a project. i

: Mcal-Comm:ttees. Require DNR to appoint a local committee for each project.to-advise
the Department concerning the project. The local committee would include a representativa-_of
each person in the project area who holds a water pollution discharge permit. A local priority
watershed or lake committee could serve as the project committee if it includes representanves
for each permitted source within the project area. -

Appropriations. Create the following appropriations: (a) a continuing, segregated
appropriation (funded at $50,000 annually) from the nonpoint account of the environmental fund
to assist in funding water pollution credit trading projects; and (b) a continuing, program revenue
appropriation for all moneys received from agreements reached with sources of water po}}uﬁon
-in project areas for activities to reduce pollution in the project area. :

Reperts. Beginning no later than September 1, 1998, and annual}y thereafter,.-require_that
DNR submit a report to the. Governor, the Secretary of DOA and the LWCB on the progress and
status of each project in achieving water quality goals and coordinating state and local efforts to

improve water quality.
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DISCUSSION POINTS

: 1. The federal Ciean Water Act requues states to develop the total Maxinun dmiy
load (TMDL) of specific pollutants and analyze the maximum amount of point and nonpoint
source contributions of the pollutant that a water body can receive to assure compliance with
‘water: -quality -standards. -~ The “TMDL approach:-involves comparing and evaluating the
environmental benefits and:costs of different control-strategies for different.pollutants. . That is,
‘DNR is required to identify-all sources. of pollutants to a water body and develop: the. point,
-nonpoint and-other controls necessary to- allow zhe water body to. support its: deszgnated use (for
-examplc ﬁshable and svmnmable) - G e : L

c 2 As part of the TMDL apprcach requzred uader the Cleaa Water Act DNR and
1individual busmesses, local governments and-environmental groups will deveiop strategies on the
most affordable and effective ways to achieve the needed pollutant reductions in particular water
bodies. One of the potential strategies that has been identified involves trading of water pollution
“credits among the various:pollution sources to potentially. achieve improved water quality at a
“lower cost. For example, allowing a-permitted source to forgo a-capital improvement necessary

to. meet its potential permit requirements.arid, in-turn, contract with other sources emitting to the

same water body to reduce the:r mscharges in Grcier to achxeve an equal or greater icvei of water
quah_ty at a h}wer cost e - : Gkl L e

. 3 The bﬂl would develop a program that wou}d create a’ poilutant crccht tradmg-
“mechanism. - Under -the: bill-a- permitted ‘source would be allowed to exceed: its allowable
discharge: ievels if that source (a)-enters-into-an: agreement with another penmtted SOurce or:a
-non-permitted: (primarily nonpoint sources) whereby: the other source-agrees:to- reduce its
pollutant discharges to the project area, or (b): agrees to pay DINR.or a local unit of government
that: would ‘be used to.reduce water pollution-in the project-area.” Essentially, DNR would be
required to-initiate a project whereby discharges of pollutants are reallocated among the various
“sources Witl*ﬁn'stﬁe .proje'c_t:-area i'x'}%'ibrcier'ta.’-ééhie;vcrw-aterziqﬁality.at- & -}Owericost; e,

4. While the conc:ept of water pollut:on credzt tradmg is genera]ly agrae& upon as a
-viable: strategy to meet the federal Clean Water Act requirements; thﬁ: program as drafted may
‘not comply with the federal law.: DNR indicates that allowing a permitted source to exceed an

existing permit requirement may: violate the federal-Clean Water: Act: However, they. indicate
that the terms and limitations of future penmts could mcorporate the concept of pollutant credit
tradmg e i R o s R L

3.+ ¢+ Further, while the program would allow one-source: to. go-above its. allowable
discharge levels, the program, as proposed, would not require that the agreement result in a
comparable or greater reduction in the overall discharge of pollutants to the project area. DNR
argues that to be consistent with the TMDL concept and federal requirements, the program should
require a "net gain" in the reduction of pollutants or improvements to water quality as a result
of any agreement entered into by a permitted source.
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6. As a result, while DNR agrees with the concept of the pilot program, the

Department recommends that the proposed program be modified to ensure that it is consistent

. with the federal Clean Water Act and to ensure that any agreements. entered into by pemtted
- sources under the program result in a net improvement to water quahty :

7. It is unciear how the-agreementsrmvolvmg nonpomt sources would-be enforced.
"DNR has limitéd enforcement authority over nonpoint sources of water pollution (the critical sites
‘provisions of the nonpoint program--which-has never been invoked--and the NR- 243 animal
waste regulatory authority) compared to its authority over point sources. Therefore, it is-unclear
whether DNR or the permitted source would be required to enforce. a water pollution-credit
trading agreement involving a nonpoint source. For example, it is unclear whether DNR would
take the regulatory actions pecessary to require a nonpoint source to meet the reduction levels
-outlined in the agreement or whether DNR would take. regulatery action against the permitted
f"source and that source would then- have to: pursue a pnvate action agamst the ncmpomt source.

= S8 'While' the adrmmstratzon refers to the proposed program as a pﬂot program the
bill places no restriction onthe number of agreements or projects that could be entered. into; nor
is there a sunset date in SB 77. Further, no estimate of program revenues under the program is
provided. -If & pilot project is intended, the : ‘bill could be ‘amended to restrict the program w no

..~ more than three pro;ects or be sunset on June 36 1999

sl 9, - The $50,000 annually in nonpoint SEG would be used for travel, to contract for
~{echnical and legal expertise and for project evaluation of agreements involving pollutant credit
- trading. - However, it is not clear to what extent costs associated with the agreements would be
.charged to participants and received-as program revenues. Since the level of funding necessary
“to facilitate ‘the projects is uncertain at this time; and the need for project evaluation may, or may
niot, occur during the 1997-99 biennium, the funding may not be necessary at this time. Further,
it should be noted that $100,000. SEG -in the biennium would be funded from: the nonpoint
account which would have a deficit of approximately:$600,000 on June 30, 1999, under:SB 77
_ expenchture leveis -

}0 “The bﬁl would require }DNR 10 appomt a. locaI committee for each project to
advise the Department concerning the project that would include a representative of each yersen
n the project area who holés a water polhmon discharge permit. :

El. Whlle representatzon of perrmtted sources on the local committees is warranted,

it may not be necessary to include each permitted source as a member of the local committee.
‘Depending on the size of the project area, the number of permittees could be substantial.
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Senator Cowles

NATURAL RESOURCES

Water Pollution Credit Trading (Paper #628)

Motion:

Move to require that any water pollution credit trading agreement authorized under the
program be sunset within five years of the date of the agreement.

Note:

SB 77 provide DNR $50,000 SEG annually to conduct a pollution credit trading program

‘but does not set a time limit under which agreements could be reached or how }ong agreement

~could last. The motion would: require that any agreements authorized under the- program could
be for a maximum of five years.

1] e ,;’M
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Senator Cowles

NATURAL RESOURCES

Water Pollution Credit Trading (Paper #628)

Motion:

Move to require that any pollution credit trading agreement authorized under the program
involve the same pollutant or water quality standard. Further, require that only those water
bodies listed on the impaired waters list submitted to the U.S. Environmental Protection Agency
(EPA) under the Clean Water Act requirements be eligible project areas for the program.

TS
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Senator Jauch

NATURAL RESOURCES

Water Pollution Credit Trading
[Paper #628]

Motion:
Move to require that City of Cumberland (Barron County) within the South Fork Hay River
Watershed be designated as one of the project areas for the pollution credit trading program.

Note:
SB 77 prcwlﬁes DNR $50, 000 anuualiy from the nonpoint account of the envxronmental

.. fund for a pollution credit trading program.
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Senator Burke

NATURAL RESOURCES -- WATER QUALITY

Watershed Stewardship Center

Motion:

Move to provide $50,000 SEG annually from the water resources account for a four-year
project beginning in 1997-98 to establish a nongovernmental Watershed Stewardship Center to:
(a) encourage and facilitate the formation and development of local watershed groups; (b) serve
as an education and mformatzon clearmghouse {c) administer start-up fundmg and prowée
technical assistance to local groups; and (d) administer a local stewardship competitive grants
program to provide grants of up to $5,000 for the formation and development of local watershed

‘groups. The grants would be allocated by a Watershed Stewardship Ceuncﬂ comprised of state
agencies and local watershed interests.

Note:

Grants would be used for organizational development and education. Expenses might
include printing and postage for brochures and newsletters, local landowner surveys, facilitator
and training costs. The motion would create an annual appropnatlon wztbm DNR to fund these

activities, )
o AT
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Senator Burke

NATURAL RESOURCES

Water Pollution Credit Trading (Paper #628)

Motion:

Move to prohibit an entity involved in metallic or nonmetallic mining or prospecting
activities from entering into agreements under the water pollution credit trading program.
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Senator Burke

NAT{}RAL RESGURCES

Nenpomt Scurce Water Quahty Standards

Motion:
Move the following:
(1) Direct the Depar'tmeni of Naﬁ;réi Resources (DNR) to do the following:

a. set performance standards and prohibitions for faczimes and practtces for nonpomt_ _
sources of water. pollution that are not agncultm‘al for the purpose of achieving water quahty'
standards by limiting the nonpoint source water pollution.

'b. establish a process, exempt from administrative: mies for the development and

i-_-_dzssemx nation of technical standards to 1mpiement the perfonnanp
facilities and practices ‘that are not agricultural facilities and practxces and are nanpmnt sources.

¢. Require the DNR to develop alternatives: where technical standards are capable
of implementing the performance standards and prohibitions.

d. in consultation with the Department of Agriculture, Trade and Consumer
Protection (DATCP), establish performance standards-and- pmh;bzuons for agmcuitural facilities
and practices that are nonpomt sources-for the: purpﬁse of achieving water quahty standards by
limiting the nanpomt source water pollution. At a minimum, the prohibitions shall prov:de that
livestock operations shall have no: :

- overﬁow of rnanure storage structares
- unconfined manure. piles in water: quahfy management: areas.
- direct runoff from feedlots or'stored manure into- waters: of the state,

darr,is and prohsbmens for S

- unlimited access by livestock to waters: of the staté where high concentrations of

animals prevent adequate sod cover maintenance.
(2) Direct DATCP to do the following: -
a. in consultation with DNR, establish conservation practzces and techmcaE ‘standards

for nonpoint source agricultural practices and facilities to 1mpiement tha performance standards
and prohlb:taons promuigated by the DNR.
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b. require DATCP to promulgate rules relating to the conservation practices and a
process for the development, and dissemination of the technical standards,

C. to promulgate rules, that at g minimum, establish conservation practices and
technical standards for animal waste . managemént, nutrients: applied to the soil and cropland

(3) expand the erosion control planning program in 5. 97, 10 and rename the program the
land and water resource Management planning program and provide that the program encompass
all activities of the county land conservation department regarding nonpoi:nt_ source water

priority watershed program, . . SRR SRR ST
county land and water resource managemient planning program. e

.

farmland preserv. tion cross-compliance, . -
animal feeding operations,
remedies under the right to farm statute.. S

(5) Local authority related to regﬁlétioh of livestock operations. | _

a. provide that a local governmental unit may promulgate regulations that are
consistent with and do not exceed the performance standards, preh‘ihitioﬁs,"cons§:rvaiti'¢x_3 praéti'c'___és.: _

and technical standards promulgated by DNR.and DATCP. =

_ b. provide that the local govemmental unit may exceed the performance standards,
prohibitions, conservation practices and technical standards applicable to livestock operations
promulgated by DNR and DATCP only if the local governmental ‘unit demonstrates to the
satisfaction of DNR or DATCP that more stringent regulations by the ‘Tocal governmental unit
are necessary to achieve water quality. standards promulgated’by DNR, ~

C. require DNR and DATCP to promuligate procedures for review and approval of
requests by local governmental units for more stringent regulations. ' o B

d provide that a livestock operation that is required’to apply for a p’e'nnjt___undgr_s_.___:
283.31 _(Wi_S{iGnS_i_n__Po_ﬂptien Discharge Elimination System ‘permit) or an ‘existing livestock -
operation that receives notice from the DNR of the requirement to comply with rules promulgated

under ch. 283 (notice of discharges under NR 243 process) applicable to livestock operations,
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may continue to operate at that location regardless of any city, village, town or county zoning
ordinance under s. 59.69. 60.61, 60.62, 61 35 or, 62 23(7) if the lwestock eperauon is a lawful
use ora legal nonconfomnng use

(6) Requirements fér_ _c_s;)s't:_s_ha'ring: for conservation practic:é_é'an&_ prohibitions.

a. compliance with the performance standards, prohibitions, conservation practices
and technical standards for agricultural facilities and practices for the abatement of nonpoint
source water pollution caused or threatened to be caused by existing agnculturai facnhtxes and
practices is not required until cost«shanng 1s avaxlabla to the cwner or aperator

b. direct DNR and DATCP to determine the requirements for "availability” of cost-
sharing with respect to state enforcement of the nonpoint source performance standards
;)rohlbitzons conservation pracnces and technical standards.

| . reqmre that cost sh‘anng requiremerits when any local government regulation shall
be .f;__et in s.ucb. local regulations.”

L 4 prevzde S?. 0 mzlhon in general fund’ supported borrowmg for nonpoint saurce:'
_ _water pollut;on abatement program acnvaues fer cost sharmg for agncultural faczimes to meet'___:
.the nonpamt seurce prohibxtiﬁns e > AR e S -

Note:

.- Under current law, DNR sets the state’s water quality standards and develops the technical
practzces that may be, used to.meet those. standards. The monon wouid Tequire that DNR set
specific water quahty and. perfarmance staadards for. nonpomt source peiiunon Hawever DNR
“would only set the standards for practices necessary to meet those nonpomt source. water quahty
standards for nen~agncultural nonpoint source activities. DATCP would be allowed to estabhsh
the technical standards for. practzces for agncultural nonpomt sources : :

.. ..The motion would also require DNR, in consultation with DATCP, to establish prohxbxtzons
(similar to those established by DNR and DATCP led ammai ‘waste adv1sory ‘committee) for
certain agricultural practices or facilities causing nonpoint source pollutzon This would provide
additional regulation of such practices and facilities. . The DNR and DATCP committee, while
not taking into account existing fundmg available under the nonpmnt and other programs
indicated the cost of the regulation could be substantial. However, the regulations contained in
the motion, including any prohibitions, related to agncuitm'at facilities do not apply to existing
agricultural facilities unless cost-sharing is “available to that owner or operafor to meet the
regulations. . .
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Local units of government would be allowed to exceed the state water quality and
performance standard, prohibitions, conservation and technical practice standard if the local
government demonstrate to DNR and DATCP that the more stringent standards are necessary to
achieve DNR’s water quality standard. Further, any livestock facility that is required to apply
for permit or is subject to DNR's NR 243 process would be allowed to continue to operate
regardless of any local ordinance or the hvestock faczhty is 1awfu1 use or a Iegai nonconfomnng
use.

The bonding provided in the motion would be restricted to livestock oyera’nan to meet any
prohibitions necessary to achieve water quality standards.
Terms related to the motion include:

1. “Agricultural facility” means any structure associated with an agricultural practice.

2. "Agricultural practice” means beekeeping; commercial feedlots; “dairying; égg
production; floriculture; fish or fur farming; forest and game management; grazing; livestock

raising; orchards plant greenhouses and nurseries; poultry raising; raising of grain, grass, mint
_and seed crops; raxsmg of fruits, nuts and bemes, sod farming; piacmg land in’ federai program

“““in return for payments in kind; owning land, at least 35 acres of" which is enrolled in the

conservation reserve program under 16-USC 3831 to 3836 and vegetable raising.

3. “"Livestock operation” means a feedlot or other facility or a pasture where ammals
are fed, confined, maintained or stabled.

4.' "Local governmentai unit” means a political subdivision of this state, 2 specaal
purpose district in this state, an mstmmentahty or corporatzon of such a pohtxcai subdivision or
special purpose dxsmct a combination or subumt of any of the foregomo or an mstxmnentahty
of the state and any of the foregoing. : -

5. “Navigable waters" has the meaning given in 5. 281.31(2)(d).

6. "Nonpoint source” means a facility or practxce that causes or has. the potentnai to
cause nonpoint source water poliuﬁon

7. "Nonpelnt source water paliut:on means poliution of waters of the state that d{)es
not result from a pomt source as defined in s. 283. (}1(12)

8.  "Water quality management area" means any o‘f the :f'oliowi_ng aré&sz‘ |
a.  The area within 1,000 feet from the ordinary high-water mark of navigable waters

that consist of a lake, pond or flowage. If the navigable water is a glacial pothole lake,
this distance shall be measured from the high-water mark of the lake.
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b. ‘ The area within 300 feet from the ordinary high-water mark of navigable waters that
consist of a river or stream.

c. §peciﬁc sites that are susceptible to groundwater contamination or that have the
potential to be a direct conduit to groundwater.

9. "Waters of the state” has the meaning given under s. 283.01(20).

[Change to Base: $2,000,000 BR]
[Change 1o Bill: §2,000,000 BR]
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JENSEN Y N A
QURADA N N A
HARSDORF A N A
ALBERS XN A
GARD AN A
KAUFERT = Y N A
BNFONT ¥ ONA
COGGS X N A
JBURKE A N A
Z DECKER A N A
GEORGE XN A
JAUCH A N A
WINEKE A N A
SHIBILSKI A N A
COWLES Y N A
PANZER XN A
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Representative Albers

NATURAL RESOURCES -- WATER QUALITY
Construction Site Erosion Control

Motion:

Move to exclude construction sites from any nonpoint source water quality or performance
standards created under Motion #1609. Any existing construction site erosion control standards

and regulations would continue to apply.
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Senator Shibilski

NATURAL RESOURCES

Nonpoint Water Quality

Motion:

Ll s

£

Move to provide $5(}0,{}00;§;arim’zally to implement the nonpoint water quality standards and
performance requirements in Motion #1609,

R i
Mok L5 L
JENSEN vy 4 A
OURADA Yy & A
HARSDORF Y & A
ALBERS Y N. A
GARD Y N, A
KAUFERT Y N A
AMEON Murdt XN A
COGGS X N A
2 BURKE AN A
DECKER X N A
GEORGE Y & A
JAUCH A N A
WINEKE Y, N A
 SHIBILSKI AN A
COWLES Y AL A
PANZER Y A A
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Paper #629 1997-99 Budget May 23, 1997

To: Joint Committee on Finance

From: Bob Lang, Director
" ‘Legislative Fiscal Bureau

ISSUE
Perzmt Guarantee Program (DNR - Water Quallty)

- [LFB Summary: Page 444, #20] -~ -

: 'iC{}RRENT LAW

DNR admmisters several env1ronmental programs that require appmval af an apphcatzon
for a license, permit or other Department approvals.

: GOVERNOR

Reqmre that DNR promxﬁgate nﬂes that wouId spemfy the aﬂowable time - hrmts for
departmental approval of an application for a license, permit or other approval. The rules would
‘require the Departrient to refund fees paid by applicants if the Departient fails fo approve an
3."apphcatzon prior ‘to the time limit-established under the: m}e ‘Require that a permit guarantee
program be estabhshed for at least the pérmits, licenses or’ other reqmred departmental appmvals
in the following program areas: S s

a. ' navigable waters projects; -
“b..v+ well construction projects; Froi D : s .

certification of - operators -of ‘water: systems, wastewater ‘treatment. plants and
“:septage servicing vehicles and regulatmn of septage pm}ects : :

discharges of mércury compounds; - SR AL

water pollution: dlscharges (poxnt sources),

air pollution discharges;" = S

solid waste management facxhtxes hcenses, and -

regulation of hazardous waste facilities.

o

@™o e
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" "Require DNR to submit proposed tules for the permit guarantee pr()'gfatii'td'{;agislative
Council staff for review no later than the first day after the 13th month beginning after the
effective date of the bill.

DISCUSSION POINTS

I. The permit guarantee program would impact several DNR permits, licenses or
other approvals required by the Department. Examples of the some of the large permit programs
that would be subject to the permit guarantee prograny include: (a) permits for projects affecting
navigable waters (approximately 3,000 permits annually); (b) the Wisconsin Pollution Discharge
Elimination System (WPDES) permits (363 permits in 1995-96); (¢) stormwater construction
permits (350 in 1995-96); (d) air emissions related construction permits (162 in 1995-96); (¢) air
‘emissions related operating permzts ( 154 in 1995 96) and (f) zndustnai stormwater pemuts (130
1n1995-96) P o . I T

2. It should be noted that not all permit applications require'a specific: permit fee.
However, the permittees do pay fees based on emission levels of various pollutants (such as the
WPDES permittees). Therefore, it may be difficult to determine the fee amount that DNR would

- be requlred to- repay in the.event the permit guarantee agreement is not met. However, DNR.
" indicates that the Department, under administrative rule, could determine the amount to’ be
- refunded for such permit applications. - : : s B

3. DNR indicates that continuing operating permit applications that do not receive
timely approval due to Department workload are generally provided an extension and are allowed
to continue operations while awaiting permit approval. In many respects some of these approvals
are similar to license approvals, in that the permits have to be renewed and often do not involve

‘a la:ge amount of review compared to initial permzts or pemuts for expansmns or constmct;on

comade e Tt coulci be argued tha: reqmnng DNR to appmve ccrtam pemms w1thm & spemﬁed

~period of time could improve the service DNR provzdes to permittees. Further, Is:xmwmg the time

- ‘period necessary to receive approval of ‘permit requests could allow perzmt apphcants to: better
plan for projects requiring a permit. o e

5. Conversely, requiring DNR to guarantee permit applications within a specified time
period could hinder the service DNR provides to permit applicants. Thatis, currently, if a permit
applicant provides an incomplete application or does not-take. all the steps-necessary to fulfill
permit requirements; DNR generally-works with the applicant. throughout the: permit approval
process to complete the application and obtain the necessary information rather than rejecting the
applicant’s permit request based on incomplete or insufficient information.. Under the permit
guarantee program, if the "clock is ticking" on the permit guarantee, DINR may be forced to reject
such applications for being incomplete or insufficient. :
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6. However, DNR indicates that the Department could, under administrative rules,
allow for a temporary suspension of the approval process if both DNR and the permittee agree,
so as to allow the permittee to sufficiently complete the application or respond to DNR inquiries
regarding the permit application. :

7. Further, permit applicants could knowingly slow the process by submitting an
incomplete application or by not responding to Department inquiries regarding a permit
application. However, DNR would continue to have the right to reject an incomplete project
application or an unresponsive applicant.

8. Concerns have also been raised that setting a specific time frame could diminish
the level of review that the Department would otherwise provide. However, DNR indicates that
the bill provides the Department with the authority to establish the rules-necessary to admxmster
the program and provide the necessary review.

9. Currently, the permit program is generally handled on a first come-first served
basis. Because DNR would be required to approve a permit within a specified period of time
or forfeit the fee associated with the permit, DNR could potentially be forced to reallocate staff
to those areas where permit guarantees are made. As a result, applicants for a permit that is not
subject to the permit guarantee program,. or is. subgect to a longer permit guarantee penod may
have to wait longer for service. S :

10.  Further, DNR has had a significant backlog under some of its permit programs
(such as the WPDES) in the past, therefore it is uncertain the length of the permit guarantee
period that would be established in order to alleviate such backlog. However, it should be noted
that in September, 1994, a consultant study, ordered by the Legislature, recommended changes
to DNR’s permitting process. DNR is in the process of carrying out the consultant’s
recommendations. As a result of these reconm_ie_ndations and other process and policy changes,
the backlog for several of the Department’s permits has decreased substantially. For example,
DNR has reduced its WPDES permit backlog by 78% since the fourth quarter of 1993.

11.  Further, requiring DNR to issue a permit or other approval or risk losing revenue
associated with the permit or approval could create a justification for additional staff to process
permits subject to the guarantee program. Additional staff would likely result in increased fees
to those applying for permits or other approvals. Also, if a significant level of refunds are made,
fees paid by the remaining applicants could increase accordingly.
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ALTERNATIVES TO BASE

: 1 Appr{}ve: thc Gavemor $ recommendatzc‘m to requim E)NR to: promulgate ruies that
would“/ Specify the allowable time limits for departmental approval-of -anapplication-for a
specified license, permit or other approval.

2. Maintain:current law.

‘Prepared by: Al Runde’
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Senator Shibilski

NATURAL RESOURCES

Permit Guarantee Program (Paper #629)

Motion:

Move to require that any entity applying for a DNR permit or approval that is involved in
metallic or nonmetallic mining or prospecting activities be ineligible to participate in the permit
guarantee program.

Note:

Under SB 77 mining permits would not be eligible for the permit. guarantee program.
However, a mining operation may also be the holder of a permit that is eligible for the permit
program, such as a Wisconsin Pollution Elimination Discharge or a navigable waters permit.
Under the motion, such an operation would not be allowed to receive a permit guaraniee on any
application for a DNR permit or other approval.

- :eg.{»ﬁ:g%
Mo#\ . -'
JENSEN X N A
OURADA XN A
HARSDORE XN A
ALBERS ¥ N A
GARD AN A
KAUFERT ¥ N A
EFON M ratr X N A
COGGS XN A
7_BURKE A NGRS
- DECKER X N A
GEORGE XN A
JAUCH LN A
WINEKE AT N A
I SHIBILSKI A N A
COWLES AT N A
PANZER A N A
AYE /7 NO £/ ABS

Motion #3022




Senator Shibilski

NATURAL RESOURCES -- WATER QUALITY

Permit Guarantee Program

Motion:

Move to delete air operating and emission permits from the permit guarantee program.

A

MO f gi?f‘ s
JENSEN Yy A A
OURADA XN A
HARSDORF XN A
ALBERS AN A
GARD f N A
KAUFERT v N A
BINTON Murat " N A
COGGS ﬁf N A
ZBURKE AN A
DECKER AN A
GEOHGE ¥ N A
JAUCH AN A
WINEKE XN A
| SHIBILSKI XN A
COWLES NN A
PANZER ; XN A
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Representative Jensen

NATURAL RESOURCES

Permit Guarantee Program (Paper #629)

Motion:

Move to modify the Governor’s recommendation for a permit guarantee program to require
that if a permit is not approved within the time frame specified by DNR rule the permit would
be presumed approved. Further, establish a deadline by rule for which all information related
to a permit or approval can be requested by DNR,

Note:

Under current law, DNR administers several environmental programs that require the
issuance of a license, permit or other DNR approval. The permits and licenses that would be
subject to the SB 77 permit guarantee program {(and this motion) would involve water and air
poilution discharges, solid and hazardous waste facilities, water systems, wastewater treatment
and navigable waters and wetlands projects.

The air and water discharge permit program are federal programs that have been delegated
to the state by EPA. If EPA would not approve a presumptive approval permit program
Wisconsin industries and municipalities might have to obtain EPA permits. Further, the U.S.
Environmental Protection Agency (EPA) retains authority under federal law to veto or appeal any
permit it determines did not receive adequate approval by the state. It may be difficult for DNR
to defend an EPA appeal under the motion.

The motion would also impact permits or approvals for projects or activities impacting
navigable waters and wetlands (such as projects that place obstructions in navigable streams).
Allowing a permit to be approved if DNR does not act within a specified time frame or requiring
a time period for which all information must be received could limit the data DNR may be able
to collect on the impacts such projects have on the state’s streams or wetlands. However, DNR
would retain the right to reject any application for which it does not have complete

information. BURKE Y N A

Mo ﬁ‘i&éwﬁ DECKER Y N A

———el GEORGE Y NA

/ JENSEN ¥ JAUCH Y N _ A

7 OURADA A WINEKE Yy N A

HARSDORF v A SHIBILSKI Y N A

ALBERS v oA COWLES Y N A

GARD oA PANZER XN A
_ KAUFERT Y N4 ; .
Motion #2024 LINTON ;3 Y N A /. /7

COGGS Y N A AYE_.Z No /L/ ABs




Paper #630 1997-99 Budget May 23, 1997

To: “Joint Comimittee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE
Expe:ilted Servme for Perm;tees (I}NR o Water Quahty) S

{LFB Summary Pagc 445 #2}}

CURRENT LAW

DNR approves  permits or makes other approvals for constmctmn actxv;tles and. other
-pro;ects that affect nav;gabie waters: and wetiands SRR T S T T

: GOVERNOR

: Provzde 3.0PR posmons annu&lly to admlmster a newiy«created expechted pem:nt service
program. “Allow the Department to establish-a supplemental fee for various pennzts or approvals
provided by the Department. The supplemental fee could only be :assessed if the applicant
requests, in writing, that the permlt or ap;areval be issued within a ume period that is shorter than
“the existing period allowed: forissuance: and the Depamnent verifies that it wﬂl be able to comply
"thh the apphcant 5 request S - : R R o

Reqmre DNR to! promulgate mies to: adxmmster the program a:nd estabhsh the fee:
- addition; require that rules specify a time limit aHowed for makmg a-determination as to whether
or not to grant each type of perm:tt or: approval AR spE o

Perrmts or ap;;rovals in‘the ft)}iewmg ;}rogram -areas would be affected

S ‘projects that affect navigable waters (for -example;, piacmg of dams, deposits or
other obstructmns ina na\agable stream) and - : : y
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b, projects that affect wetlands for which the Department has to make a determination
that the project complies with state water quality standards.

Any revenues associated with the supplemental fees would be deposited to the
Department’s water regulation and zoning program revenue continuing appropriation.

DISCUSSION POINTS

1. DNR approves approximately 3,000 permits annually for projects affecting
navigable waters and approximately 300 approvals for projects for which the Department has to
make a determination that the project complies with state water quality standards.

2. DNR estimates that it would take approximately $160,000 annually to fund the
three positions provided under the bill to administer the program. Further, DNR. estimates that
approximately 80 permitees (or approximately 2.5% of the annual permits or approvals) would
make use of the expedited service program. This estimate is based on the number of large
projects (over $100,000 in costs) that would likely be interested in the expedited service and the
a.rmuai complaint rates relaied to the penmts or approvais

3. At 80 penmts per year, a $2, 000 flat rate fee would be needed to cover the staff '
‘costs associated with administering the program. Currently DNR charges between $30 and $300
for permits affecting navigable waters depending on the:cost of the project and the amount of
staff time required to approve the permit. DNR indicates that it is conceivable the 80 persons
seeking permits or approvals per year would pay the $2,000 rate. Further, DNR could structure
the fee on a sliding scale based on the size of the project which could allow a fee of less than
$2,000 for small projects and a greater fee for large projects. However, to the extent that a
sliding 'scale ‘expedited: fee structure results in a substantial increase in those . applying for
‘expedited service ‘additional staff may be needed or-staff may be. reallocated from the non-
expedited perzmt program Co P e - S

I The revenues assoczated with the expedue(i service fees would be: deposned to the
Department’s water regulation and zoning permit program revenue account. “The program
revenue account is expected to end the biennium with a minimal balance and annual expenditures
from the account are only slightly less than revenues. Therefore, it is unlikely that account could
support any of the three:positions: provided under. the bill to-administer the expedited. service
program until revenues associated with the expedited fee. accrue. - Further, it is likely that the
revenues associated with the expedited fees would not be received until 1998-99, at the earliest,
and a significant demand for the expedited service may not occur until even later.

5. 'DNR indicates that existing staff would promulgate the rules and establish the

program and the staff provided in the bill would not be hired until the program is in place.
Further, it is uncertain whether three positions would be needed to provide expedited service for
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; perhaps 80 expedited permits annual}y If the pesmons Were not provided at. this time, DNR:
. c:{)uid Tequest appropriate staff ur:der s. 16. 5051’515 when ravenuﬁs and worklcad are km}wn

6 Concemns have been rmsed that setting a spemﬁc time frame ccm}d mzmmsh the-
'_'levei ‘of review that the erartmem Wouid otherwise" provide . However, the bzii would aﬁﬁw_-_}'
L DNR the epportunxty to verzfy that the Department would be _bif: to compiy mth the ap;)hcant 51-_ _

o '_'_r@quast for expedited service. Fﬂr{her DNR would be"pr" ided authority to establish the. 3

necessary to administer the’ program and pravxde the necessmy Teview.

:-r"._._AiTERNATIVEs TO BASE

%j

Approve the Govemor s recommendatzon to

._p:ovzde 3.0 posmons annuaﬂy tO‘_f..

Anemauve*l A

1998-99 posrr ons (Changeto Base) 300 | o
{Ghange fo 3:}1 00 o

Ll 2/ Provide DNR the' am;hemy to premuigata rules to ‘administer the__gro'
_-_-estabﬁéﬁﬁ a supplemental fee for various: perrmts or approvals prcmded by the Bepartm it (no-
:-_.'staff wouid be prav;deci at this nme) - .

Altarnatzve 2

1998»99 PQSH‘IONS {Change to Base)
R o [Change to Bl

3. Maintain current law.
: Altematzvea Rk
3998—99 Posmons {Change o Base; (e
: : [Change to Bill spf;m_sm oA
: COW§.§$ i

PANZER =

AYE_
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ALBERS X N A
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“ /BURKE A N A
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JAUCH ¥ N A
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PANZER A N A
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