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Legislative Fiscal Bureau
One East Main, Suite 301 = Madison, W1 53703 « (608) 266-3847 « Fax: (608) 267-6873

May 2, 1997

TO: Members
Joint Committee on Finance

FROM:  Bob iang,'{?irecto'r

SUBJECT: Budget Issue Papers
Attached are budget issue papers, prepared by this office, on the following agenciés:

« Department of Natural Resources -- Departmentwide and Administrative Services
» Lower Wisconsin State Riverway Board
s Minnésota-Wisconsin Boundary Area Comrnission -
e Department of Camrnercc -- Buﬂdmg and Envuonmental Regulation
+ District Attorneys
» Judicial Commission
* Department ‘of Employment Relations
+ Shared Revenue and Property Tax Relief -- Direct Aid Payments
« Shared Revenue and Property Tax Relief -- Property Tax Credits

These agencies have been scheduled for executive action by the Joint Committee on
Finance. The meeting will be held at 10:00 a.m. on Tuesday, May 6, in 119 MLK Building,
Joint Finance (back of Senate Chambers).
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1997-99 BUDGET PAPERS

May 6, 1997

, ~ Natural Resources -- Departmentwide -
575 Minor Policy and Technical Changes - Agency Reorgamzanon
576 Public Intervenor Support :
577 . Vehicle and Equipment Pools

Lower Wi_scbnéin Stat_e Riverway Board
Minnmta—Wiscénsia Boundary Area Commis_sien-:

Commerce -~ Bmlding and Enwmnmental Regulation
265 PECFA Awards
266 PECFA -- Expert Witness Costs
267 PECFA -- Home Heating Oil Award Set-Aside
268  PECFA -- Change in Remediation Activities
269 PECFA -- Interest Cost Reimbursement
270 PECFA -- Service Providers
271 PECFA - Ineligible Costs
272 PECFA -- Aboveground Tank Eligibility
273 PECFA -- Eligibility for Non-Upgraded Tanks
274 PECFA -- Priority for Brownfields
275 Aviation Fuel Petroleum Inspection Fee Allowance

District Attorneys
345 Sexual Predator Prosecutors
346 Statutory Rape Prosecutor
347 Special Prosecutors
348 Additional Prosecutors

Judicial Commission
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Paper #

370
371
372
373

740
741
742
743

745
746
747
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Employment Relations

Minor Policy and Technical Changes

Additional Collective Bargaining Position

Training Position Funding Conversion and Associated Expenditure Authority
Excess Division Administrator Appointment Authority

Shared Revenue and Property Tax Relief -- Direct Aid Payments

Direct Aid Payments -- Funding Level -~

Minimum and Maximum Payment Provisions

Payments for Municipal Services -- Garbage and Trash Disposal and Collection

- Payments for Municipal Services -- Agency Chargebacks

Shared Revenue and Property Tax Relief -- Property Tax Credits
Transfers from Property Tax Relief Fund to Generai Fund
Homestead Tax Credit Reestimate

Homestead Tax Credit -- Definition of Houschold Income
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LFB Summary Items for Which Issue Papers Have Been Pl‘epared A

Minor Péli_cj a.nd Techmcal Changes - Agé::ﬂé
- Public Intervenor Support (Paper #576)
Vehicle and Equipment Pools (Paper #577) -

y.':!‘:{@o;ggﬁ;z’éﬁnn (Paper #578) .
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Minor Policy and Technical Changes -- Agency Reorg
Departmentwide and Administrative Services)

[LFB Summary: Page 389, #2]

A; LAND PROGRAM GENERAL OPERATIONS APPROPRIATIONS
[

Modification to Base

Delete several subappropriation lines within the segregated and federal general program
operations appropriations for the Land Division.

Explanation: SB 77 erroneously leaves in subappropriation lines in the Land program
- appropriations for functions which had been funded under the former Resource Management
program but which will be funded from other pfograms under the reorganization.

B. SOLID-AND-HAZARDOUS WASTE PROGRAM

_ Modification to Base_-

Retain $45,800 PR annuail} and 1.0 PR position as brownfields-related program revenues
rather than solid waste program revenues under the biil.

Explanation: SB 77 erroneously transfers the funding source for a position from brownfields-
related remediated property program revenues to solid and hazardous waste management program
revenues when the CAER Division cooperative environmental assistance program is created.

Prepared by: Russ Kava and Kendra Bonderud

DNR -- Departmentwide & Administrative Services (Paper #575) ] . Pagel



Paper #576 1997-99 Budget May 6, 1997
W

To: Joint Committee on Finance

Frcm: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE
Public Intervenor Support (DNR -- Departmentwide and Administrative Services)

[LFB Summary: Page 395, #15]

CURRENT LAW

: The Secretary of the Department of Natural Resources designates an attorney as the Public
Intervenor. The Public Intervenor has the authority to intervene in rule-making and other
administrative proceeémgs, at the direction of the Public Intervenor Board, consistent with the
.duty to protect public rights in water or natural resources. In can'ymg out these duties, the Public
Intervenor may, with the approval of the Public Intervenor Board, initiate actions and proceedings
before any agency in order to raise issues, present evidence and testimony and make arguments.
The Public Intervenor cannot, however, file or intervene in court actions.

. The -eight-member Public Intérvenor Board, also attached to DNR, is comprised of
members appointed for four-year terms. The members have backgrounds or demonstrated
experience in natural resource conservation or environmental protection. The members are
appointed.as follows: (a) two members appointed by the Governor with the advice and consent
of the Senate; (b) two members appointed by the Governor without the advice and consent of the
Senate (these two members were to be appointed by the Attorney General with Senate
confirmation under enrolled AB 150, but the Governor’s item veto of Act 27 converted them to
gubemnatorial appointments); and (c) one member each appointed by the majority and mmomy

leaders of both houses of the Legislature.

Natural Resources - Departmentwide and Administrative Services (Paper #576) - Page 1



' GOVERNOR _ _ e |
Provide $15,000 GPR annuaily for suppixes and services for the Ofﬁce ef the Publ:c
Intervenor for reimbursement of expenses of members of the Public Intervenor Board, the hiring
- of expert assistance and law clerk support

- DISCUSSION PGINTS

1. One attorney posmon and pan of tha authonty of the Office of the Public
Intervenor was transferred from the Depanmenz of Justice to DNR on September 1, 1995. The
current Public Intervenor was appointed to her position in April, 1996. The Public Intervenor
Board met for the first time in October, 1996. The Board currently has six members, with the
remaining  two members havsng been appcmted by the Governor but a.wmtmg -Senate

conﬁ:matzon

2. The Pnblzc Intervenor md;catcs that her pnmary funcnon to datc has been
responding to calls for assistance from state ‘residents on various environmental and  nataral
" resources issues. She has filed written comments in one administrative rule hearing (on NRs 103,
299 and 504 regarding wetland regulation). She indicates that her current workload is primarily
a result of the fact that she did not have a Board to authonm ‘her actions until last’ October, and
that the Board is still in the process of determining the new role of the Public Intervenor. The
Pubhc Intervenor mdicates that the Board has given pminnmary md:cauons that it-wishes for her
tc mZervene m adnnmstratzve proceedmgs as wcil as servmg in hcr current umbudsman roie

..: 3 _ ’I‘hcrc"fl
Intervencr The bill would add’ 315 000 ammaiiy for three ‘components: (a) $5,000 for expert
assistance; (b) $5, 600 fer expenses for Board meeungs, and (c) $4 400 for a law clerk posmon

in the Ofﬁce

T4 Exggrt assistance. $5 {)OG was. recomended by the Governor for hiring expert
assxstancc for those mie—makmg heanngs and administrative proceedings in which the Board
chooses to intervene. ‘Such expert assistance could become necessary;’ ‘particularly if the Board
chooses 0 mwrvene m relanvely comp}ex zssucs, snc:h as thc proposed Crandon mznmg operaucn

m Farest County

Ccmve:scly, by statute, DNR personnel are reqmred to make mvcsuganens, smdzes,
‘and reperts as the Public Intervenor may request in connection with-administrative proceedings,
. either before or after a formal intervention, In addition, personnel of state agencies shall, at the
Public Intervenor’s request, provide information, serve as witnesses in proceedings and otherwise
cooperate in the carrying out of the Public Intervenor’s duties. Given that the Public Intervenor,
by law, could call on virtually any state agency to provide assistance, it could be argued that
additional funding for this purpose may not be necessary.

Page 2 Natural Resources De_panmentwide and Administrative Services (Paper #576)
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-MW The G‘}Vﬁm@f Ieﬁﬂmmended $5 6{)0 te cover the @};?f:ﬂsas a}f ﬁrzg: i

| ':iapproxlmteiy eaght.haurs per- wcek This lﬁw clcrk pesztmn would asszst the ?‘;hisc: Eﬁaéﬁa:mi_
__.._::_.wuh_ iegal research, cmzens mqumﬁs :ami ether duues - L

_mm, and. addiu__ _'997' 9 .reducnons. :nndef 'the 'Go:vemar s budget bxil DOJ ;éffic.ms

'arg“u.e that additional fundmg should not be transferred from D{)J to DNR

. lf_;armcczmn of puhim nghts mlanng to water and' other namral resqurces At the Pubhc Intarvenor $
request, state agencies were required to provide information, serve as witnesses in proceedings

Natural Resources -- Departmentwide and Administrative Services (Paper #576) | Page3



N ALTERNATIVES TO BASE

- (}fﬁce of the Pubiu:' merveno'

1 Approve the Govcmm‘ s recammanﬁation, as reasnmated te provade $1 1 509 GPR
annuaﬁy for the {)fﬁce of the ?ubhc Intervenor i f A e

_' assxstance wouid net be provxded)

A]gmgﬁyg 2 ..:_::::;..___ S e i

mms fuuame {Changa fo: Base) Sosmooenl i
e {cnangs OBl . 8170000 )

 Transfer $6,000 annually from D osmfar the Office of Public Intervenor.

e Aitematm 3

1997.99 FUND’HG {change t@ Basa) R "::':’.50':-:: : e TR ._:;:_.. :
R ICﬁanga 1ol ;'-:#SBQ,OOO} L

= Deiete $56 106 in :1997-98 and $’_74' 8(}0 m 2998-99 and 1 0 pesxtxcm annuaily and
e ehzmna 8:_.th€ Ofﬁce Qf the I’ubhc Imervsner and Bea:rd cffcctxvc October i, 1997

A’Item' mative 4 GPR

: 199?&91’-"8{&139&6 (Changaio Base} “5330900 :
L T Gl -5186900}-_::._._._:.:

'restare ' he authonty of the Pubhc Intervenar 1o that whxch was held prwr xo 1995 Act 27 {’i‘his

Page 6 Natural Resources — Departmentwide and Administrative Services (Paper '#S‘!é)



would allow the Attommey General to appoint the Public Intervenor and allow the Public
Intervenor to formally intervene in court cases.)

Alternative 5 GPR
1987-99 FUNDING (Change to Base) £0
{Change to Bill -$30,0001

In addition to Alternative 5, provide $60,900 GPR in 1997-98 and $90,900 GPR
in 1998- 99 and 2.0 positions in DOT to restore the former staffing level to DOJ (two attorneys
~and a legal secretary).

Alternat:ve g ' GPR
1997-89 FUNDING (Changs to Base) $151,800
[Change 1o B:If §121,800
1998-99 msmons {Cnange to Base} 2.00
{Change 1o Bill 2.00]
7. Maintain current law.
'Altarnativa 7 GPR
1997-99 FUNQI&G {Change o Base) 30
' ' {Chenga it B:ii T <B30,0007

B. Public Intervenor Board Membership

1. Alter the composition of the Public Intervenor Board effective Qctéber 1, 1997,
to delete two members appointed by the Governor without the advice and consent-of the Senate
and provide for two members appointed by the Attorney General with the advice and consent of

the Senate.
2. Restore the Public Intervenor Board to its previous advisory capaci-gy.
3. Maintain current law (four members appointed by the Governor, four members."'

appointed by the Legislature, none appomted by the Attorney General).

| BURKE XN A
/ 7/;’“ e Zﬁ : 2 DECKER X N A
Mcm14 £ ' GEORGE - y_N X
Ny - JAUCH : ? N A
JENSEN {ii ¥ N A WINEKE xr N A
OURADA Y X A SHIBILSK) N A
Prepared by: Russ Kava HARSDORF Y N A CUWLE; M % i
ALBERS Y N A PANZE
GARD Y N A -7
KAUFERT Y N A
LINTON A N A AYE ABS___
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Paper #577 1997-99 Budget g e May 6, 1997

:’I‘e: Joint'Committee on Finance

From: Bob Lang, Director-
- Legislative Fiscal Bureau

- ISSUE
Vehicla and Equlpment Pools (DN R s Departmentmde and Admlmstratlve Serv:ces)

{LFB Summary ?agf: 368, #18]

CURRENT LAW

The Department of Natural Resources is provided an account within the conservation fund
for intradepartmental moneys received from the car, truck, airplane and heavy equipment pools
for the operation, replacement, maintenance and purchase of vehicles and equipment.

GOVERNOR

Add the information technology pool to the list of vehicle and equipment pools from
which DNR can spend moneys received from within the Departrnent for the operation,
maintenance, replacement and purchase of that equipment. Require DNR to submit a report to
the Department of Administration no later than January 1, 1998, detailing the Department’s

.. proposed expenditures of these funds, necessary to conform to the mformanon technology

- gmdeimcs estabhshcd by DOA
| A}so add DNR s vehzcle and eqmpment pooi SEG appropnanon to the list of specified

N aiﬁprcpnanons from which DNR can expend conservation fund SEG in an amount not exceeding
~ the depreciated value of the vehicles and equipment ﬁnanced from the pool

DNR -- Departmentwide and Administrative Services (Paper #8577} Page 1



) :-'f_-i}ISCUSSiON POlNTS

1. The main rf:venues to the Department s vehicle peoi account are: (a) the per mile
fee paid when an employc drives:a vehicle purchased from the pool; (b) the per hour fee paid
when an employe uses a piece of heavy equipment purchased from the pool; and (c) funds raised
when DOA auctions used. vehmies in the pool.that have completed their life cycle. Fees are set
. to cover equipment and mazntenance costs and to gencrate sufﬁcxem revenues to replace items
- on a periodic basis (generally every three to.five years for cars and light trucks and 20 to 25

years for heavy equxpment depﬂndmg on the usage of the pamcula,r ‘machine).

2. The main source of revcnue 10, thc radxo pool account (typically two-way radios
in patrol vehicles)is an annual. fee based on the device used (radio or base station). These fees
cover the salary of commumcatxon ‘technicians, operations, | mamtenance and replacement costs
- of md1v1dua1 units as. wcii as the costs of overall radio system replaccmcnt on a pened:c basxs

: : 3 The rnam source: of revenue to the axrcraft pool accnunt 1s ‘an houriy charge for
ﬂ;ghts on aircraft leased and. mamtamed by DOA. ‘These’ revenues are ‘used to pay DOA aircraft
lease costs, alrpiane maintenance done by either DOA or DNR and other. supply costs.

4. The following table shows the balances in the pool accounts as of Maxch 31 1997
The pro}ected balance in the accounts as of June 30, 1997, is also shown. . T

S Cashe Balance - _=E_st_;mat_§:d:__Baiance!
o March, 1997:; RIS _;:111116,::1‘99’?- :

_ "'.'-'-:.:Vehlcle : $2 I 8 6 8@0 = 339@0{)00 o
* Radio’ I ’ 11205400 0 1,300,000
Atrcraft -85.000 0
Towl .. $3307200  $4300,000

 Equipment Pool mf;z;ases* T

5. Cun‘ently, near the end of June, the DNR Bureau of Fmanca certifies the amount
of money available in the pool for capital equipment replacement for the upcoming fiscal year
to the Department’s flect manager. The fleet manager can then place purchase orders in the fall,
and thﬁ equipment is generaﬁy dehvereci in the winter. DNR may thus only make purchases
based on actual revenue in the account at the time of purchase (’I‘hesc standards da not apply
to the aircraft pool, smcc these purchases are made by DOA.)) =~

6. Under the Governor’s recommendation, the Department would be able to spend
money from the pool account in an amount not exceeding the depreciated value of equipment -
" financed from the pool. DNR program staff indicate they would manage the vehicle and

Page 2 DNR - Departmentwide and Administrative Services (Paper #577)




-equipment pool purchase-system to maintain-a positive balance in-the account at the end of any
fiscal year. That is, DNR could place purchase orders and pay for equipment even.if the pool
account is in deficit during the fiscal year as long as enough revenue is generated during the year
to result in the desired positive balance in the pool accounts at the end of the year.

7. The proposed method Is currentiy used for several Department of Transportation and
Department of Adnumstranon pool accounts. The proposed method ‘of managing the pool
accounts is less ﬁscaily conservative and may allow for a smaller margin to provide for
equipment in case of any unexpected contingencies.

8. However, DNR staff indicate they have enough historical information and control
-over. purchases to.successfully manage the accounts under the proposed system.. In addition, the
. provision would allow. for greater ﬂexxbihty in purchasmg This could allow the Depan;ment to
-..i__-;more readliy zake advamage Qf favorable market condmons as. ihey oceur,

mfomg.ﬁon Te’c‘hnoiag'y Pool
: Revenues and expendimms from thc mformatwn zechnoiagy pool account is
curremly maaaged and: tracked in a separate appropriation. Each DNR Bureau pays a fee for each
.computer user; which. mcludes network and mainframe. cperancn and maintenance coszs but not

.+ for.a replacement fund

1{) The Governor s recommendation wouid add the mfo:matmn techneiogy pﬁci to the

-othér vehicle and eqmpm&m poofs DNR program staff indicate that the overall management and -

tracking of the various pool accounts would not change significantly’ from current practice..

11.  The Governor’s recommendation would also allow for the use of the equlty in the
newly-combined pools (including equity in non-computer related pools) to pay for computers as
DNR moves toward compliance with the statewide information technology standards set by DOA.
The release of the: funding would be contingent upon | DOA approval of a report detailing the
Department’s proposed expenditures of these funds. As part of this xepcm: DNR program. staff
anticipate detailing how much they intend to spend from the pool accounts and how much will
remain for other vehicle and equipment purchases.

12.  In other words, the bill would allow the funding of computer purchases from funds
generated for the purpose of replacing vehicles, radios and heavy equipment. Therefore, under
the bill, money generated for one purpose (vehicle replacement) could be used for another
(computers). For example, DNR staff indicate that they have been considering using money in
the radio pool to fund a new. statewide VHF tnmkmg radio network (ander which multiple radio
users: could connect on the same frequency, unlike the. current . system whare only one pair of
users is able to communicate on a single frequency). Whether these funds would ultimately be -
used for radios or computers would presumably be dealt with as part of DNR’s report to DOA.

DNR -- Departmentwide and Administrative Services (Paper #577) ' Page 3



13.  The question of equity among funds within DNR would have to be determined in
..the report. .DNR indicates.that the. funds conmbute to-the various pc)e} accounts in the foliowmg
-:Pmpomons o : i e o e

Vehacles R R Heévy Eg. ui-g'r_{_ne.nt : - : Radzo

. Fishand Wildlife = 52% Fishand Wildlife  .51% _ Fishand Wildlife ~ 40%
- Forestry . . 18 :__Forestry S 3t Forestry 31
e T . R s vt 3
“Oher 2 O 2 Ot 6
Total 100% Total T 100% 0 Total 100%

DNR would have to determine whether to use pool account funds’ fer computcrs in proportion
“to. the amcunt that each funci contnbuted to the accoums or to-propose’ ‘spending these funds.

without' respect 1o the fund from which they originated.” Further; it could be argued that, it funds -

are avmiabie to purchase computers from the vehicle or radio peois thc charges to the users of "
these 1tems should instead be reciuced to reflect the actuai cosz of thc scz'vxce pfovxded

14.  Under the Governor’s recommendation, the Legisiature wouid have no oversaght or
: mput into how these funds are ‘spent. Given the uncertainty of how much’ money will be spent
~ and in what manner, the ‘Committee ‘could delete this’ recommend;atmn “The-issue ‘could ‘be
* teconsidered ‘in the future ‘when more *detailed ‘information is- avaﬁable ‘Alternately, the
Committee could require DNR to submit the plan for the Committee’s consideration, detailing’

_the condmon of the pooi accounts and proposed rates and expendxtures fmm the pooi ‘accounts. '

| AL&*‘ERMTWES 16 ﬁ'i&éE** -

| Eqmpment Poo! Parchases L et

o ' Approve the Govemor s recommendatmn to aﬂcw DNR to ex.pend ﬁmds from 1ts
‘vehicle and equ;pment pool inan amaunt not exceedzng the depreczated vaiue of the vehlcies and
equzpment ﬁnanced from the pooi :

2. Maintain current law.

@ Informatisn ’I‘echmiogy ?oo} '
R Appreve the Governor’s recommendation to: (a) add the information technology pool

to the list of vehicle and cqmpment poels from which DNR ‘can spénd moneys for the operation,
_ mamtenance repiacement and purchase of that eqaipmem and (b) requzre DNR to sabrmt a

Page 4 DNR -- Departmentwide and Administrative Services (Paper #577)




report to DOA no later than January 1, 1998, detailing the Department’s expenditures of these
funds to conform to the information technology guidelines.

@ Modify the Governor’s recommendation by requiring DNR to submit a request for
expenditure to DOA and the Joint Committee on Finance for consideration no later than the
Committee’s third quarterly meeting under s. 13.10 (March, 1998), including: (a) the balances
in the Department’s vehicle and equipment pools accounts; (b) the Department’s proposed
expenditures of these funds necessary to conform to the information technology guidelines
established; (¢) how any one-time expenditure of funds would affect the rates charged for and
the long-term solvency of the accounts; (d) any proposed purchases of other equipment that had
to be foregone to purchase information technology equipment; and (e) the sources and recipients
within .the Department of any funding from the pool accounts used to purchase information

technology eqmpment

3, Mamtam current law.

'Prepared by: Russ Kava
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Senator Shibilski
Representative Ourada

' NATURAL RESOURCES

'.Gmhdf#th'ernlzalfs Recreation Area

‘Motion:

Mo’ve to dn‘ecz the Dcpartment of Natural Resources to purchase, at a price of up to
$2 138 ,000, ap;xmxlmateiy 1,485 acres of land ‘commonly known as the Grandfather Falls
Recreation ‘Area in ‘Lincoln County. Direct the expenditures 10 be made’ from the existing
‘Warren: Knowlcs~Gayiord Nelson stewardship program allocatsons noththstandmg the specific
authorzzatmn for each component.

Note:

This motion would direct the Department of Natural Resources to expend up.to $2,138,000

Uin stewardsiup bonding to purchase 1,485 acres in the Grandfather Falls. Recreation Area of the .

Wisconsin River from the Wisconsin Public Service Corporauon The property has an appra;sed
value of $2,138,000. DNR would choose which components of the stewardship program the
purchase would be credited against. C o

MO# [ 5525?
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Representative Albers

NATURAL RESOURCES

Provision of Access to Landiocked Owners

Motion:

Move to require that all state governmental units and any organization that receives
government funding via grants or loans provide access to any landowner that is landlocked as
a result of the government’s or the organization’s land purchase.

Note:

This motion would require all state, county, town, municipal and other government units
and any organization that receives government funding to allow access to property that becomes
landlocked as a‘result of a land purchase made by that government or organization. This could
include providing an easement to the landowner for such purposes.
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NATURAL RESOURCES

Departmentwide and Administrative Services

LFB Summary Items for Which No Issue Papers Have Been Prepared

- Title

Item # _
‘/ 1 \\ Standard Budget Adjustments MO# j; e’
;o2 ‘ Agency Reorganization £ JENSEN A N A
;3 % Unclassified Division Administrators OURADA A NA
;4 ' Internal Reallocation _ HARSDORF ~¥ N A
j 6 . Program Revenue Reestimates gl;::;:;ns j’: ; :
i 7 . Segregated Revenue Reestimates KAUFERT Y N A
8 Federal Aid Reestimates LINTON X N. A
9 Statewide Information Technology Standards : |GO06S N A
10 | Rent Jncreases | : o ) BURKE X N A
11 ;- -Administration and Technology Operations Reductions _DECKER . X N A
12 / Integrated Science Services Staff Reduction . GEORGE A N A
13/  Federal-State Relations Chargebacks JAUCH N oA
14 ; Facilities and Lands Operating Budget Reduction :?;:ifgm Y N A
16 Transfers Between Programs and Subprograms COWLES X N A
19 Repeal Indirect Cost Reimbursement Appropriation PANZER X N A
we ) (gvo D ams
LFB Summary Item to be Addressed in a Subsequent Paper
Item # Title
5 Debt Service Reestimate
LFB Summary Item for Introduction as Separate Legislation
ltem # Title

17 Denial of Licenses for Child Support and Tax Delinquency







LOWER WISCONSIN STATE RIVERWAY BOARD

LFB Summary Items for Which No Issue Papers Have Been Prepared

ltem # Title
1 Standard Budget Adjustments
2 ~ GPR Shift to the Conservation Fund
3 _Computer Services
4

Travel Costs

N : }
' NS AN el e S o8 VS AR AR ARG
(> A e foried v
Ly (‘i/}\. ]'/\/( s ;

MO¥,

JENSEN Yy N A
OURADA Yy N A
HARSDORF Y N A
ALBERS Yy N A
GARD Y N A
KAUFERT Yy N A
LINTON Yy N A
COGGS Y N A
BURKE Yy N A
DECKER Y N A
GEORGE Y N A
JAUCH Y N A
WINEKE Y N A
SHIBILSK! Y N A
COWLES Yy N A
PANZER Y N A

AYE ____NO____ABS____




Minnesota-Wisconsin Boundary
~ Area Commission .. |




MINNESOTA-WISCONSIN BOUNDARY AREA COMMISSION

LFB .Si'l_mmary Items for Which No Issue Papers Have Been Prepared

ltem #  Tite

1 GPR Shift to the Conservation Fund
2 Computer Services

3 . Mississippi River Stewardship Project
4 ~ Supplies and Salaries Increases




| Commerce

Building and Environmental Regulation

- {LE‘B',Bﬁdgei Summary Docuinent.:-: '?ége_ 349) :

LFB Summary Items for Which iSsﬁe P#;iers Hﬁve Been Prepared

PECFA Awards (Paper #265) Bt
PECFA - Expert Witness Costs (Paper #266)
PECFA - Home Heating Oil Award Set-Aside (Papcr #267)
PECFA -- Change in Remediation Activities (Paper #268)
PECFA - Interest Cost Reimbursement (Papcr #269) L
PECFA - Service Providers (Paper #2’70)
PECFA -- Ineligible Costs (Paper #2717
PECFA - Aboveground Tank Eligibility (Paper #272) T
PECFA -- Eligibility for Non-Upgraded Tanks (Paper #273)
PECFA -- Priority for Brownfields (Paper #274) L
Aviation Fuel Petroleum Inspecnon Fee Aliowance (Paper #2‘75)




Paper #266: ... coeo 1997-99 Budget- = . May 6. 1997

““To: - Joint Comrnittee on Finance

From: “Bob Lang, Director
Legislative Fiscal Bureau -

ISSUE

PECFA - Expert Wltness Cssts (Commerce - Bmldmg and Envlmnmental
Regulatlon) o : : : e _

{LFB Sammary Page 150, #4]

CURRENT LAW - -

- Under the Petroleum Environmental Cleanup Fund-Award (PECFA) program, the statutes
and- administrative rules specify. eligible :and ineligible costs. Commerce is required -to deny
“reimbursement of ineligible costs.: PECFA claimants may appcai a Cemmerce decrsmn to deny
part or all of a PECFA claim. S : -

GOVERNOR
Provide $150.,000 SEG: annuaiiy'frcm the petroleumn inspection fund for expert witness

expenses in legal matters under the PECFA program Place the funds in unallotted reserve to be
reieased upon approval by DOA.

DISCUSSiON P{)!NTS
1. When a PECFA cla;mant appeais a Commerce PECFA {iec:lsxon, the appeal is

heard by a Department of Workforce Development hearing examiner as part of an mter»agerzcy
agreemeni between Commerce and DWD. : -
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2 Commercc wouid use: thf: funds prewded in SB ?7 o hire techmcai or

Commerce iief:lsmn to deny a PECFA ciaim or meilglble costs mcluded in a claim.

3. Commerce “hired two expens in one case to prepare information for an
administrative hearing. It denied a $1,000,000 PECFA claim based on owner gross negligence
because Commerce claimed the owner continued to use tanks after the tanks failed a tightness
test. The Departmer;t hired: (a) a technical expert in tank leak detection systemns and petroleum
inventory control; and (b) an environmental audxtmg firm (which is currently under contract to
- do audits of environmental wark) to review the environmental work done at the site. The
Department spent approxxmateiy %9 000 for préliminary work by’ the two experts. The case was -
settled prior to the hearing with cost savings of $200.000. (If the claim had gone to hearing and
the state had last PECFA would have had to pay the owner $1,000,000. If the state would have |

Swon-a hearmg, it still would have had'to pay the lender $1,000,000 under the lender. hold -

harmless provzsion ‘of the statutes, although Commerce. could seck recovery .of costs from the

-_owner) ‘Commerce estimates that if the case had gone to heanng, a total of $25,000 would have:
“been syent (an add;tional $16 OOG) because the two experts would have test;ﬁed at the heanng o

thus, the $9 {}Oﬁ ‘spent ‘on technical experts saved $2€)0 000 in’ PECFA COStS.

4. Commerce paid for the technical experts fmm current PECFA adxxuniStrative funds.
The administrative appropriation does not have base level funding for this purpose, therefore, the
Department reallocated funds used for PECFA claim reviewers and supplies. =~

g Based on'Commerce estimates, the recommended fu;ids would be:sufficient to hire
'v--experts for approxxmately six -appeals that go to hearing annua.ﬂy, or-a greater numbsr of appeals

" that are settled before the hearing. ‘However, the estimates are baseci on the }Z}epartment s "best i

guess” with only the single case of actual data.

6. Commerce does not have plans to utilize technical experts for current appeals cases
and does not know what the program need will be in the future. The Department would like to
have funds available in anticipation of potent:a} future appeals. Under the bill, Commerce would
have o' request DOA reiease of the funds fmm unaliotted rcscrve e

7. It could be argued that $15{) OOO annualiy is not. warranted for f:xper: witnesses
based on actual expenses incurred to date of $9,000. Provision of a smaller amount would
provide a base level of funding which could be adjusted through budget or s. 13.10 requests if
future program need warrants it. For example, $25,000 would provide for @ base level of expert
thness expendxtures for several mvesngatmns or at least one case that goes to hearing.

8. Under current: fundmg levels, if Commerce decides-to. hire tachmcal experts. for
activities related to appeals, it would have to reallocate funds from PECFA claims. review
activities such as salary and supplies budgets. Commerce lapsed funding for supplies totalling
$13,100 in 1995-96 and $42,200 in 1994-95.
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9. Under the bill, DOA would have to release the funds from unallotted reserve
before Commerce could hire expert witnesses or use the funds for any other purpose. If the
funds would not be needed for expert witness costs, DOA states the balance would lapse to the
petroleum inspection fund at the end of the fiscal year.

ALTERNATIVES TO BILL

L. Approve the Governor’s recommendation to provide $150,000 SEG annually in
unallotied reserve for expert witness expenses in legal matters under the PECFA program.

i?.. ) Provide $25,000 SEG annually in unallotted reserve for expert witness expenses

in legat-rAatters under the PECFA program.
Alterna_tive 2 SEG
1957-80 FUNDING {Change fo Bill) - $250.000
3. Maintain current law,
Alternative 3 SEG
199749 FUNDING (Change to Biff) - $300.000

Prepared by: Kendra Bonderud | [2 Hf}# Z
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Paper #267 _ 1997-99 Budget - May 6, 1997

_ To: . Joint Committee on Finance

From: Bob Lang, Director o
_ Legislative Fiscal Bureau

_ iSSUE
PECFA -- Home Heatmg Grl Award Set-Asxde (Commerte -~ Buﬂdmg and
Envnronmental Regulatmn) _
C {LFBSUHKHMy 'i_’_age' _'151,_'#5}_:':. D -
'CURRENTLAW

_ Ccmerce is required to atlocate not more: than 5500 000 of the Petroieum Environmental
B Cieanap Fund Award (PECFA) program ‘awards approprxauon in"each fiscal year from the

ff-bxenmal appreprzatzcn for awards for home heatmg oil tank system d:schargcs Awards are to

: _be made in'the order that: the apphcatmns are received.  Commerce may condxtmnaliy approve -

awards if the $5€}0 {}()0 in any fiscal year ‘has been teached, and make those awards first in the

~ following ﬁscai year, ‘The ‘maximum home heanng oil award 1s $7 500 and the owner is
required ‘to pay a deductxbie equai to 25% of cieana;} costs. ' L e

) : - Commame s reqmrcd to allocate not more than 5% of the PECFA awards ayprcpnanon.’
~in"each fiscal year for awards for pabhc ‘school “district tanks that store heating- oil ‘for
consum;:tzve use ‘on the pz:etmses Any of the 5% set-aside that is not needed during '1995-97
~ for school’ dxs_tr_:ct tanks will be available for commercial underground or aboveground ‘tanks.

- GOVERNOR
Eliminate the $500, GO{} annual maximum al}ﬂcatmn for home heating oil tank awards.

Instead, specify that the current set-aside of 5% of the PECFA awards appropriation for public
~ school district heating oil tanks would also include home heating oil tanks.
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1. As of April 1, 1997, Commerce completed review of 321 home heating o1l tank
claims for $1,839,000 during '1995-97. "In May, 1996, payments for 170 sites reached the
$1,000,000 maximum allocation for home heating oil tank PECFA awards for the 1995-97
biennium. Commerce is holding 151 home heating oil PECFA claims totalling $839,000 to be
paid on or after July 1, 1997, with ﬁ_l_nds from_ the 1997 -99 biennial appropriation.

2. The Department reviews home heatmg oil tank claims on a "fast track” basis as
soon as they are received. If Commerce continues to.receive claims at the current rate, a total
~of $1.1 million in home heating oil tank claims could be waiting to be paid on July 1, 1997, and
estimated 1997-99 demand of $2.1 million for home heating oil ta.nk claims would be expected

_ 3. Commerce has palci a cumulatwe total:of $3.2 rm}ixan for 582 home heatmg oil
. tank PECFA claams as of March 1997. Coﬂtarmnatmn from 733 home heating oil tanks has
been cleaned up with a cost of $4 1 zmilron under the program mcludmg the 582 paid sites and

the 151 sites that have been revxewed but not yet paid. As of December, 1996, Cormnerce was

aware of approximately 900 home heating oil tank PECFA sites and estimated that there are an
" additional 600 potential home heating oil tank PECFA sites, for a ‘cumulative total of 1,500 sites.
Thus, almost half of the expected PECFA claims for home heating oil tanks have been reviewed
and PECFA claims can be expected for an additional 770 home heating -oil tanks with future
PECFA costs of approx;matc}y $4.3 million. I

. 4 As ef Apni 1, 1997 Comrncrce paxd SE 5 rm}hon for 67 publzc schooi drsmcz tank
. _:ciaxms durxng 1995-97. If claims continue to be: pazd at the current rate, a total of $1. 7 m:ilaon

. in school district. claims would be expected during. 1997-99. Most. schcol district claims are

) revzewed on a "fast track” pnonty because the mvesngatxon and cleanup is compieted with a cost
of less than SS{} 000. These fast track cianns are then put at the end of the line of c%azms that
have been rcv:ewed and are waiting to’ be paid when funds are avmiable

.. 5... Five percent of the PECFA awards. apprcpriation wouid prowdc up to $4,556,600

under the hﬂi in each year, or $9,113,200 during the 1997-99 biennium for both school district
 tanks and home heating oil tanks. A combined total of $3.8 million ($4 9 million with the $1.1
million awaiting payment.on July 1, 1997) for the two. categories of clalms wouid be expected
during 1997-99, which would not exceed the $9.1 million that would be available in the 5% set-
aside.

6. Under the bill, the additional amounts that would be spent on home heating oil
tank claims. (approximately $2.2 million during 1997-99) would reduce the amount that would
be available for. commercial underground and abovegmnnd ianks

7. The $500;OG{} annual maximum aiidéation for home heating oil tank claims was
established when the PECFA program was enacted in 1989 Act 399. The PECFA awards
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appropriation was $7,393,400 in 1988-89, so the $500,000 allocation for home heatingoil tank
claims was 6.8% of the awards appropriation. The PECFA awards appropriation has increased
- 10-$84.031,700 in-1996-97 (and would increase to $91,131,700 under the biil), but the maximum
- allocation for -home heating oil claims has ‘not changed The - 5500 000 maximum annual
allocation is 0.6% of the:1996-97 appropriation.- PRI : : Lo

: . 8. . ‘Home heating oil tank claims include -a relatively small amount of money
(maximum $7,500 per claim) in comparison to commercial underground and aboveground tank
sites. However, the amount may have a larger proportional impact on the finances of some
- homeowners than.on some businesses. While commercial site owners may submit multiple
- claims during a‘time period-of a: few years before cleanup is-completed, home heating oil tank
claims are generally submitted as one claim for the entire cleanup. Home heating oil tank
icanups are usually completed at the time that 2 home heating system is converted:from oil to
another’ source such as natural gas or when a home is sold.

9. Under the bill, home heating oil and public school district tank claims would
continue to receive fast track priority review when the investigation and cleanup is completed for
less than $50,000. Both types of claims would then be put at the end of the line of claims that
have been reviewed and are waiting to be paid when funds are available. It is probable that this
would result in considerably longer waits for payment of home heating oil tank claims than under
current law,

10. It would be possible to fund all anticipated home heating oil tank cia;m demand--
% during 1997-99 and retain the current priority for payment of the claims in two ways. Fxrst the
~$500,000 annual maximum could be increased to $1,600,000 annually, which would fund the
“estimated $1.1 million July-1, 1997, backlog and estimated $2.1 rillion 1997-99 demand. Under
this method, if home heating oil tank claim demand exceeds $3.2 million during 1997-99, claims
would be held for payment in July, 1999,

11.  Alternatively, both the current maximum allocation and proposed percen'{agé' set-
aside could be deleted -and instead, all home heating oil tank claims would be paid as-soon as
they are received. It could be argued that this alternative would simplify the processing and
review of home heating oil tank claims and home heating oil tank claims could be paid more
quickly than under the bill. Approximately $3.2 million would be spent on home heating oil tank
claims in 1997-99, which would equal 1.8% of the 1997-99 PECFA awards appropriation.

12.  On the other hand, it could be argued that the $500,000 maximum allocation or
5% set-aside should limit the amount of funds spent for home heating oil and school district
tanks in order to ensure that the majority of PECFA funds would be used for commercial,
federally-regulated tanks.
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ALTERNATlVES T{) BILL

= '1';- = Approve the ‘Governor’s - recommendatzon 10 ei;mmate the $50(] 000 annual
maximum allocation for home heating-oil tank PECFA awards and to include home heazmg oil
tanks within the current set-aside of 5% for public school district tanks:.

: 2.7 Delete the Governor’s recommendation and change the $500:000 annual maximum
o ailocanon fcr home heatmg mi tank PECFA awards to 33 630 006 ' :

: @ Deleze the: Govemor § recemendauon and the current $500€}00 cap. - Rather,
- “specify that home heating oil tank-claims shall be reviewed and paid as soon as they are received.

R -'Maimain. current-law, oo ©
Prepared by Kendra Bondemé

.MA ’;‘6

JENSEN X N A
JOURADA ... .. X N A
'HAﬂSDDRF N A

ALBﬁRS NN A

.. GARD XN A
. 'KAU?ERT : XN A
CLINTON ' SN A

-cosas. o XN A
{ BURKE X N A
DECKER ¥ N A

GEORGE X' N A
. JAUCH X ONCA

WINEKE = A N A

SHIBILSKI ¥ N oA

COWLES =~ ¥ N A

PANZER X N A

AYE éi? NO D ABS
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Paper #268 . . ... . ... 199799 Budget .. . . May6, 1997

To: Joint Committee on Finance

= From:.. Bob.Lang, Director -
. Legislative Fiscal Bureau

'_ISS:UE. -

o PECFA - Chauge in Remedlatmn Actzv:tles (Commerce - Bulidmg and
Enwronmentai Regulatmn}

{LFB Summary Page 15} #6]

cummmw -

. No provision..

| GOVERN@R"' -

y Authonze Commcrce Lo make addatmnai PECFA paymem;s for ccsts 10 enhance the

approved remedial action. agtivities or. 1mplement new remedial action activities 1f the originally
approved :emedxal action, activities failed to remedy the dmcharge The total amount of the
original award plus additional PECFA payments would be subject to the curz:ent maxxmum award
limits.

) _.DISCUSSION POINTS

i | The pmvxszﬂn of SB 77 is intended te c}anfy that PECFA can rmmburse costs of
improvements to remedial systems that have not achieved their initial objectives.

2. Cammerce has stamiery authﬁnty to promuigate adrmmstra&zve rules to determine
elzgzbie ceszs under. the program. Currenﬂy, the Dcpamnent approves reimbursement for changcs
or additions to existing woricmg remedial systems that make the system work bctter or faster, for
example, adding technology to existing systems However, Commerce believes that the statutory

Cdnimerce - Bliiidiﬁg and Envirohaiéntél ﬁ;gulaﬁén (Pé;ﬁer #268) "'?age 1



_.pro

mn is necded 1o a;:prove changes to :em mmai remedial approach which’ ‘was pmper}y
~designed and. engmeered ‘but which failed to reach rcqmred cieanup standards, For example, an
engineered system may have been preperiy designed after a thorough investigation, but failed to
cleanup the contamination. Therefore, changes to-the system or a different remedial approach
are needed to cleanup the site. Curreniiy, the costs of these changes cannot be reimbursed, but
could be under the blIi e HHE - -

3. There are some 1,300 to 1,400 sites currently undergomg a PECFA cleanup with
use of engineered remedial - systems.’ Engmeered remedial systems use machines to pump
petroleum products and other contamination out of the groundwater, to extract petroleum vapors
- or other contamination from the soil, or use a combination of mechanical techniques. Some of
these remedial sysiems may not achieve cleanup of the site. A revised remedial action plan could
lead to a-more cost effective cleanup. Forexample, an existing engineered remedial system that
. extracts petroieum vapors fmm cantammated soil but reaches its limit of effectiveness may be
: -repiaccd thh excavation of remaxmng pockets of ccntanunated soil 'or by natural attenuanon
- whzch means ailowmg naturally~0ccumng pmcesses to reduce ccnta:mnatxon over t:me

'4. DNR is’ wcrkmg on- a ld-month project (May 1 1996 to Junc 30 1997) to
. evaluate the effectiveness of all PECFA sites with operating engineered remedial systems.
Commerce and DNR are identifying sites for review (partially based on a Commerce survey of
consultants). DNR is evaluating sites to determine whether sites can be closed, modified to
reduce. operatmg costs, -or converted to natural attenuation of petroleum contammatmn As of
April 17,.1997, DNR had evaluated 927 s:tcs and made cost savings recommendations for half
of them. DNR estimated $35.5 million in reduced future costs with their recommendations,
Amcsng DNR’S ﬂndmgs for the 470 sites with cost savings -are that: (a) 113 systems should

~“continue to- Gperate “with mod:ﬁcatmns such as ﬁecreased monltonng or’ repomﬂg, (b) 82 sites

should be closed; (¢) 71 sites ‘should be changed from“an engineered system 't6 natural

_ attenuation; (d) 50 systems were closed between the time they were identified for review and the
_ nme DNR rewewed them (censuitants had eari:ef estimated the sites would operate for a longer

- txme)‘ (c) 43 sites were closed as a result:of the evaluancn, % 38 systcms should continue
* operation but with changes 20 unprav& the effectweness and {g) 73 sn:es rﬁccw&d a vanety of
" other reconnnendanens ' R

5. DNR indicates that it does not have the authority to require site owners to choose
a specific remedy or the lowest cost remedy, but makes recornmendations. of changes that can
be made to complete a cleanup faster or at lower cost. However, Commerce states that it is
informing site owners who have received cost efficiency recomendauons from DNR that
PECFA wﬂl only re;mburse fcr the actzcns recommended by DNR '

_ 6. The effect of the SB 77 provision on PECFA program costs would depend on the
extent to ‘which’ a second or subsequent remediation method increases or decreases overall costs
' of cleanmg the sate Swm:hmg toa chffcrent remediatlon methedology after incuarring substantial
costs usmg Ihc origmal methed may result m averail savmgs a{ som& sztes, but is ilkely to
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increase overall costs at other sites. Commerce and DNR officials argue that if a more efficient
remediation method can be used at the site, close out may be accomplished sooner, resulting in
cost savings by eliminating continued expenditures for the original cleanup method.

7. While it is unclear what overall program costs or savings would result from the
statutory change, it is possible that the change could result in some cleanups being completed in
a shorter period of time with cleanup of greater amounts of contamination than under current law.

8. Commerce indicates that it would determine whether to pay for the enhanced or
new remedial activities by comparing the additional cost and the cost of the continued operation
of the original design. However, the bill does not require Commerce to make this determination.
In addition, the bill does not require Commerce to approve only those enhanced or new remedial
activities that do not increase the overall costs of remedying the discharge. The bill only requires
that the total amount of the original award and additional costs approved under the bill not
exceed the current maximum award.

9. The provision is identical to language included in 1995 AB 1089, which contained
several changes to the PECFA program. In May, 1996, the Joint Committee on Finance passed
Assembly Substitute Amendment | and the Assembly passed Assembly Substitute Amendment

.2 which both modified the language in the original AB 1089 to add that Commerce must
determine that the enhancements or changes will remedy the discharge without increasing the -
overall costs of the cleanup. The Senate adjourned without considering the bill.

. ALTERNATIVESTOBILL

i. Approve the Governor’'s recommendation to authorize Commerce to make
additional PECFA payments for costs to enhance the approved remedial action activities or
implement new remedial action activities if the originally approved remedial action activities
failed to remedy the discharge, subject to the current maximum award limits.

;;,».

{2, Approve the Governor’s recommendation, but authorize Comrerce to approve
reimbursement for changes in remedial action activities only after the Department determines that
the changes will remedy the discharge without increasing the overall costs of the cleanup.

3. Maintain current law. | BURKE :1; N 2
: ECKER N
/ /}% é deoasﬁ X N A
MO#HL il JAUCH ¥ N A
WINEKE X N A
JENSEN XN A SHIBILSKI > N A
OURADA TN A COWLES § N A
. HARSDORF X N A NZER N A
Prepared by: Kendra Bonderud ALBERS Y N A PA
GARD ¥ N A /{f O
KAUFERT X N A ave /d no ABS___
LINTON XN A
COGGS ¥ N A
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Paper#269 1997-99 Budget _ May 6, 1997

- Tos Joint Committee on Fi.nan_cé

From Bob Lang Dircctor
Legislative Fiscal Bureau

ISSUE

_PECFA -- Interest Cost Relmbursement (Commerce - Bunldmg and Emironmental
Regulatlon) :

[LFB Summary: Page 151, #7]

_ CURRENT _'LAW'

- _ There 1s no statutory hmxt on reamburscmant under Khﬂ Petroleum Env;ronmental Cieanup
~ Fund Award {PECFA) program for interest costs mcurred by PECFA claimants who obtain loans

;;Hm compiete PECFA-eilglble cleanap werk Adaumstranve rule ILHR 47 fimits reu'nbursable

interest rates for loans secured after January 31 1993 10'no more ihan 2% abf)ve the pnme rate.
Rules also allow reimbursement of loan origination fees at no more than two points of the loan
_ principal and reimbursement of loan renewal fees at no_more than. 1% of the unreimbursed
" amount and remaimng avaﬂab}e ioan balance - ' -

 GOVERNOR

| Reqmre that PECFA rclmbursement for interest costs mcuﬁcd by a claimant may not
exceed the prime rate. ‘Direct Commerce to promulgate emergency rules o implement the
provision. The provision would first apply to interest costs incurred on the first day of the fifth
month after the effective date of the budget act.

DISCUSSION POINTS

1. The current administrative rule limitations of interest costs, loan origination fees
and loan renewal fees were enacted when Chapter ILHR 47 was created as an emergency rule
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-effective January 1, 1993. The permanent rule was effective March 1, 1994, Commerce

: -_.__-astahizshed a-PECFA administrative code revision-advisory. committee which. began to.meet in

February, 1997 ‘“The advisory committee is planning to discuss changes in interest cost
reimbursement as part of tbe current code revision process

2. thle the bill would lnmt the interest rate ehgzb}c for reimbursement under ILHR
47, it would not affect current administrative rule limitations on loan origination fees and renewal
loan fees. Loan renewal fees are sometimes charged on the anniversary of the loan origination,
whether or not the lban will be rep;iid ého'rtlj?'&fter thé anniversary.

3. Smce Commerce - currently has ‘administrative ruies which limit PECFA
reimbursement for interest costs, Commerce could pmmuigate a revision to further lLimit
reimbursement for ‘interest costs, whcther or not the provision in the bill is enacted. This rule
authority would extend. beyond the interest cost limitation included in the bill to also include the
_ -'hmztatlen on 1ean engmatxon fees and renewai loan fees mcluded in‘current adrmmszranvc rules

4. '5 & Conunerce md;cates Lhat oniy afew }enders charge an 1nterest rate lower than the -
max1mum prime. pius 2% rate aiiowed in the current rule.

5. The admxms{ratwe rules do not specify how Comtmerce would calculate 2% over
the prime rate. The prime rate fluctuates over time. Currently, Commerce bases the prime rate
on the rate published in The Wall Street Journal, which is an index representing the base rate on
corporate loans posted by at least 75% of the nation’s 30 largest banks. On May 1, 1997, the
_prime _rate was 8.5%: (and had becn since - March 26, 1997} “which: ‘would -allow PﬁCFA
_ __'rezmbursemem for. Ioans at 1{) 5%_cumntly, er 8 5% undcr the blii Howevar, because the bill

 percentage interest rate would likely be & .. |
. Charge mterest at the pnrne rate, then mcrcase other aﬁowable fces related to the iean o

" 6 The PECFA program depends on private ienders o prov:de up«from funds for
cleanup werk ‘Typically, lenders establish a line. of credit or maximum loan amount for PECFA
site owners or operators and pay bﬁls as cleanup work progresses.. Because state funds are not
sufficient to eliminate the backlog of $180.4 million of PECFA claims waxtmg ta be paxd as of
April 1, 1997, the program has increasing dependence on lenders and increasing interest costs.

_ Commerce officials believe that there may currently be over 3400 million in outstanding PECFA
B mans mcludmg work in thf: exlstmg backlog and wcrk in progress for whzch a ?ECFA claxm has
nm yet been subnm:ed

7. From January 1, 1994, through June 30, 1996, 7.1% of PECFA award payments
were for loan interest costs. In comparison, during the same period, 35.7% of PECFA award
payments were for consultants, 17.3% for soil treatment, 12.5% for remedial equipment, 9.3%
for laboratory tests, 6.6% for monitoring, 4.6% for excavation, 3.4% for trucking, 2.2% for
backfill and 1.3% for other costs. Data is not avaﬂabie to caiculate the fiscal impact of the bill’s
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proposal. .. A review of the 600 PECFA claims:processed from November: 1, 1996, through
- February 28, 1997, shows that interest costs have increased from 7:1% of payments to 10.7%
(4.9 million of the $45.8 million in claims processed during the four months). The percentage
of total PECFA funds-spent for interest-costs is expected to-continue to increase as the backlog
of claims waiting to be paid increases. - : -

8. Statutorily reducing reimbursement for interest costs from the 2% over prime to
no more than the pnme rate: wouid decrease the amount of funds that the PECFA program spends
on interest costs. : : : z :

Qe e The bi-li-'may increase-costs for some PECFA claimants.. While the administrative
rule:limits reimbursement for interest costs associated with loans secured after January 31,1993,
the bill would limit reimbursement for interest costs incurred:-on the first-day of the fifth month
after the effective date-of the budget act. Therefore, PECFA ciaimants would likely incur interest. -
costs for loans that were secured prior to the effective date that set interest above the prime rate.
Uniess these affected ciaimants could negotiate a loan interest rate reduction with their lenders,
they would be. rcspensabie for iinterest. costs. in excess. of: ‘the: amount eligible for PECFA
reimbursement. -1t is doubtful that Jenders would choose to reduce the interest rate for loans that
- were secured prior to the effective date of the interest cost reimbursement: reduction.

10.+ Interest cost reimbursements could be decreased without .increasing costs for
- PECFA claimants who currently have loans at 2% over the prime rate by changing the effective
2+ date to be loans secured ‘instead:of costs incurred on the first day of the fifth month after the
-effcctwe date of the: budget aci Hewevsr zhas would result.in. less- PECFA ccst savmgs in the

mbnths would ncst be necessary and cauld resuh: in a rush by lendars to secure ioans ai thc

current hlgher interest rate. Alternatively, the decrease in interest cost reimbursement could be
made for loans secured on the effective date of the biennial budget act, which would immediately
lower the reimbursable interest rate for loans secured after the effective date.

olksoAn additional 'way to reduce PECFA interest. cost reimbursement would be to
statutorily modify the other-interest cost reimbursement limitations established in administrative
rulé Chapter ILHR 47. For example: (a) loan origination fees could be eliminated or limited to
no more than one point of the loan principal instead of the current two points of the loan
principal; and (b) loan‘renewal fees reimbursement could be eliminated. -However, limiting or
eliminating reimbursement ‘of certain loan originatien fees and-loan renewal fees rmght prompt
some lenders to limit PECFA lending. £ .

‘ 12, Itis not known, under the bill, whether lenders will: (a) decrease their interest rate
for PECFA loans to'the prime rate; (b) continue to.lend at 2% over prime with the PECFA
“claimant ‘being responsible for paying the interest costs not reimbursed by PECFA; or (c) a
combination of the two lending practices. : : :
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13.  Lenders typically lend at the prime rate only to their best-customers. It could be
‘argued ‘that the' state should pay no more than the interest rate that the best customers pay
lenders. Lenders have the assurance -thatz-_thc,:PECFA--program'éxiil reimburse eligible.costs, even
~if banks have to 'wait two-years or longer for reimbursement. “Therefore, it is possible that when
the state reimburses interest costs at 2% over prime, it-is encouraging banks to raise interest
chaxges to meet the aiiowabie rexmbursement

4. PECFA ciaxmants not the state, must obtain bank loans for PECFA work. It is
common for PECFA site owners to obtain a loan to upgrade the tanks from the local bank with
whom the owner has a day-to-day working relationship. Owners often obtain a loan to complete
- ‘PECFA remediation work from a bank with whom the claimant does not have a-day-to-day
working relationship because there are fewer lenders willing to make environmental cleanup
~loans. ‘Commerce indicates that some lenders currenﬂy reduce the interest rate- from 2% above
' -przmc zo pnme for COStS: that cxcced the ‘maximum PECFA award Iimit. .

S 5 The bzil has unknown ;mpacts on 1endmg actavlty for thc PECFA program His
""‘-7pc;551b1e that the bill would reduce lending to PECFA claimants because some lenders could
refuse to provade PECFA loans at prime. It'is also possible that some lenders may continue to
provide PECFA ‘loans but at rates higher than the prime rate. -On the other hand, lenders who
provide PECFA loans at the prime rate may increase their amount of lending if other lenders
- chcase to decrease PECFA lendmg or connnue to lend ata rate hxghcr than pnme

S8 If iendmg decreases under-the: bzll dtomay. iessen Ihﬁ shart*tenn df:mand for
* PECFA funds. However, owners would still haveto upgrade their sites and.some owners who

'+ have not yet upgraded their gas station tanks might have trouble obtammg a 1oan 1o do PECFAu oo

i 'f'elagﬂaie work before thc })ecemher 22, 1998 federa.i upgradmg deadime s
ALTERNATIVES TOBILL
1. ‘Approve the Governor’s recommendation to’ limit PECFA ‘reimbursement for’

interest costs incurred by a PECFA claimant to not-more than the prime rate for interest costs
incurred on of after zhe ﬁrsz day of the ﬁfih month after the: effective date of ‘the hudget act.

20 Modlfy ‘the ‘Governor’s reconunendancn to spemfy that the interest cost
~“reimbursement limitation would first apply to loans. ses:ured on the first day of the fifth month
after the effective date of the budget act. : BTN

: © ‘Specify that on the effective date of the budget act: (a) the interest cost
reimbursement limitation would first apply to loans secured (instead of to interest costs incurred),
(b) loan origination fees would be limited to no more than one point of the loan prmmpal and
(¢) reimbursement of loan renewal fees would be eliminated. ST
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4. Modify the Governor’s recommendation to specify that on the effective date of the
budget act: (a) the interest cost reimbursement limitation would first apply to loans secured
instead of to interest costs incurred; and (b) reimbursement of loan origination fees and loan
renewal fees would be eliminated.

5. Maintain current law. (Commerce could address the issue through the
administrative rule process.)

Prepared by: Kendra Bonderud
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Paper #270 1997-99 Budget May 6, 1997

S To: - Joint Committee ‘on-Finance

~From: BobLang, Director
Legislative Fiscal Bureau

: ISSUE
PECFA - Servxce vaxders (Cammerce - Bux!dmg and Envzronmental Regulaimn)

- {LFB Suzﬁmary: ._Pagé_ 1-5-.1, #8]

CURRENT LAW.

Under. the cumrent Petroleum.Environmental: Cleanup Fund Award (PECFA) program
--administrative rules in-ILHR 47, .owners or operators with commingled contamination may
- voluntarily combine sites, or "bundle” them into one project, for purposes of bidding remedial

- activities or. operatxon and mmntenance activities. :

GOVERNOR

_ Authanze Ccmmerce o promuigate adrmmstranve rules to deny rexmburscment of costs
incurred. for a specific service (specified in the rule) if the owner or operator of the PECFA site
did not use the same service provider approved by Commerce.

Further, - authorize .Comumnerce to promulgate administrative rules under which the
Department would select service providers to provide investigation or remedial action services
in specified areas. Allow Commerce to: (a) deny PECFA reimbursement to an owner or operator
who uses a service provider other than the one approved by Commerce for the area; or (b) limit
PECFA reimbursement to the amount that the selected service provider would have charged for

. the service.
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1. Examples of possible implementation of the provision denying reimbursement for
a specified service if the owner or operator does not obtain the service from the same provider
approved by Cammerce could. include the - fﬁlkowmg (a) requiring two or more adjacent site
OWNErs or OPerators 3 w:th commmgied contamination to use the same “provider (for example for
operation and maintenance services); and {’b) creating-an approved list of services and providers
and requiring owners or operators 1o use one of. the providers on the list. Commerce indicates
this could allow the Department to exclude prowders who are unusual}y expensive or who
provide subsiandard wsrk

2. . Exampies of pesszbie 1mpiemanzatmn of the provision denymg reimbursement for
area-wide. provzders {"bundhng”) not_selected by the Department, or limiting relmbursemem to

“the amount that the selected: provxder would have charged could include the followmg (@ . . |

'”_-selcctmg proy ders for aii mvesngatmns and remedzal actions’ done in"an-area; (b} requarmg any"'

sites needing. soil or groundwater monitoring in a particular county or geographic region to use o

a: prov;dcr selected by Commerce; (€} conducung a bid process o des:gnate the lowest cost
provider for mvesngataons, cleanup ‘or operation and - maintenance for:an area; (d) requiring:
existing sites to change from their existing provider to one selected by the Department; and (e)
refusing to select certain service providers who provide substandard or improper work

30 thie Cmmnerce indicates’ the: two provisions would: provide somewhat similar
: _authcr;ty, the first prcmswn appears broader in that it does.not: i:rmt the' Departmem to "specified
areas Furthc:, ‘the first. prowsmn only allows- Ccmmcrce to deny reimbursement if an

__ j'una;;proved prowder is used. However, the Dcpanmni believes that the: sccond pmvxsmn is.
‘broader and provides grcater amhcrﬁy because it ‘would allow the Depaﬁment to: (1) select: -

providers; (2) define the size of "specified areas;” (3) deny or limit the charges of the selected' '
provider; and (4) open a bidding process to seek lower cost alternatives than ‘exist in’ current
contracts. Commerce indicates that both provisions are meant to allow considerable flexibility
“in deveiopmg adnnmstrauve rules in order to'contain pwgram costs. Since the authority provided
in"the first provision Tnay be largeiy mc:luded in tile secend prov:swn ihe first prov1s10n could' _
be deie{ed B DR LT e . o

"4 Current administrative rules authorize voluntary bundling of sites. The bill would
authorize Commerce to limit PECFA réimbursement to the amount paid to: a provider who is
selected by Commierce. The Cﬂmmerce PECFA adxmmstratwe code revision adwsory committee
' 'xs dxscussmg blddmg anﬂ bundimg of acthizes - G o

5. Commerce indicates that the provision is mtended to rednce PECFA ccsts
However, no estimate of the fiscal impact is made. Initially, Commerce intends to implement the
provisions for two types of activities: (a) cleanup activities; and (b) operation and maintenance
(for example, for engineered remedial systems that extract petroleum vapors from contaminated
soil or contaminated groundwater).

Page 2 Commerce -~ Building and Envirofimental Regulation (Paper #270)




. 6 Implementatmn of the prov1s:cns cou}d requzre site owners to .rebid existing
_ contracts for work done after a specaﬁed date (to be deiermmed by rule) The prov;s;ons could

_. potentialiy affect 5,000 or more active PECFA sites. Some. consuitants and contractors might
experience a loss.of current contracts while ezhcrs would experience an increase in work if they
are successful low bidders.

7. Site owners might have less flexibility to choose the contractor to work on their

~ site if service providers are selected by Commerce. The Department would have to determine

which firms would be qualified to compete for selection as a provider for services specified in
the rule.

8. Arguably, the cost savings goals could be met by limiting reimbursement to
owners or operators. who do not use the service provider selected to the amount charged by the
selected provider, but not denying reimbursement if the owner or operator uses another provider.
Commerce may limit reimbursement under the second provision but may only deny claims under
the first. Requiring Commerce to limit allowable expenditures (but not to deny claims) would
retain the flexibility for owners (o retain existing contracts and to select their own service
provider. However, Commerce argues that the ability to select a provider and deny
reimbursement to owners and operators who do not use the selected provxder is an important way

“of lowering program costs by selecting lower cost providers than under existing contracts and
denying reimbursement for higher cost providers. Further, the Department argues that allowing
only the limitation of costs to that of selected providers could result in adnumstratzvc dafﬁculues

" in reviewing claims to determine identical services.

"ALTERNATIVES TO BILL

1. Approve the Governor’s recommendation to authorize Commerce to promulgate
administrative rules to deny reimbursement of costs incurred for a specific service if the owner
or operator of the PECFA site did not use a service provider approved by Commerce. Further,
allow Commerce to promulgate administrative rules under which the Department would select
service providers to provide investigation or remedial action services in specified areas and: (a)
deny PECFA reimbursement to an owner or operator who uses a service provider other than the
one approved by Commerce for the area; or (b) limit PECFA reimbursement to the amount that

the selected service provider would have charged for the service.

Modify the Governor’s recommendation to authorize Commerce to select service
providérsto provide investigation and remedial action services in specified areas and either deny
reimbursement to an owner or operator who uses a provider other than the selected provider or
limit reimbursement to no more than the amount charged by service providers selected by
Commerce. (This would delete the first provision which would deny reimbursement of costs
incurred for a specific service if an owner or operator does not use a provider approved by
Commerce.)
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(‘\v%'k& Modify the Governor's recommendation to only authorize Commerce to limit
PECFA reimbursement to an owner or epcrator who uses a service prowder other than the one
“selected by the Departmem to'the amourit that the selected provider charges. (This would delete
“the ‘authorization to deny rexmbursement of costs incurred: (a) for a specific service if an owner
or operator does not use a prowder approved by Commerce; or (b} 1f an owner or operator does
- not use a provider selected by Commerce for a specified area.) - '

4. Maintain current law.
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