1999 Session
X_ORIGINAL  __ UPDATED LRB or Bill No/Admin Rule #

__CORRECTED __ SUPPLEMENTAL SB 230 (992132043}

FISCAL ESTIMATE

Amendment No if Applicable
DOA-2048 N(R 10/98)

| Subject
FEE REVENUE FUNDING FOR EMERGENCY MANAGEMENT PROGRAMS

Eiscal Effect

State - No Fiscal Effect Increase Costs — May be possible

» o within existing agency budget
___Increase Existing Appropriation ___x_Increase Existing Revenue ___Yes No

___ Decrease Existing Appropriation Decrease Existing Revenue —_Decrease Costs

_X__ Create New Appropriation

___ Local -~ No Local Government Costs

Increase Costs Increase Revenues : Types of Govt Affected:
___Permissive ____Mandatory : ____ Permissive ___ Mandatory __Towns
__Villages
Decrease Cost Decrease Revenues __ Counties
___Permissive ____Mandatory ___ Permissive __ Mandatory __ School Districts
__ Cities
__WTCS Districts
__Other
Fund Sources Affected . | Affected Ch. 20 Appropriations

___GPR ___FED __X_PRO ___SEG _SEG-S o 20.465(3)(h),(hc),(he),(hg),(hi),(hk

The bill provides for the assessment of an annual fee to policyholders of motor vehicle, residential
property, and commercial or business property insurance policies issued or delivered in this state.
The bill provides that fees will be remitted to the Department of Revenue based on information
provided and verified by the Office of the Commissioner of Insurance. The fees are to be
deposited into a newly created appropriation under the Department of Military Affairs Emergency
Management program, and transferred from that appropriation to various others created by the bill.

Assumptions Used in Arriving at this Estimate:

The number of such policies issued is not avaitable from the Office of the Commissioner of
Insurance. Therefore, the department attempted to identify the number of potential vehicles or
properties that might be subject to these fees, and then estimated the number of policies that might
actually be subject to the fees. The assumptions made are outside the normal purview of this
agency, but we believe them to be reasonable.

"POLICY TYP =]/ POTENTIAL' PAYERS | EST YIELD |: EST'REVENUE |
4,523,100 70% 3,166,200

Motor Vehicle

Residential Propety 4.00 2,329,993 90% 8,388,000
Commercial Property 6.00 200,755 » 95% 1,144,300
MAXIMUM REV: = - b e iRl e R e b 05012,698,500

See the attached narrative for further discussion.

Long Range Fiscal Implications:

f v
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WISCONSIN DEPARTMENT OF MILITARY AFFAIRS
FISCAL ESTIMATE
SENATE BILL 230

METHOD & ASSUMPTIONS

The bill establishes a state emergency management fund, to be used for various purposes described
in the bill, by levying an annual fee on each motor vehicle, residential, and commercial property
insurance policy issued or delivered in this state. The agency was unable to locate any reliable
source of data that indicates how many policies are issued annually that would be subject to the fee.
As a result, the estimate was based on the number of vehicles or properties that could potentially be
covered by an insurance policy that would be subject to the fee.

Motor Vehicles :
According to the Department of Transportation’s Bureau of Vehicle Services, there were 4,523,100
registered vehicles in Wisconsin as of July 1, 1999, in various categories ranging from automobiles to
camping trailers. The department also indicated that accident reports consistently indicate that one in
every ten drivers involved in an accident is uninsured, although this could overstate the actual
average because the worst drivers would incur the highest cost per policy and therefore may elect not
to purchase coverage. The major question is whether or not multiple vehicles are covered under a
single policy. Presumably, most commercially owned vehicles would be covered on a blanket policy.
Company practices regarding privately owned vehicles differ. The largest issuer of vehicle insurance
policies in the state, American Family Insurance, issues a separate policy for each vehicle, but not all
insurers do. With these factors in mind, the department assumed that the number of policies issued
would be approximately 70% of the vehicles registered in the state. ’

Residential Properties

According to the Department of Administration’s Demographic Services estimate for 1999, there are
2,329,993 housing units in Wisconsin, 1,377,469 of which are owner occupied on a full time basis.
There are an additional 687,698 non-owner occupied units, and the balance are either vacant or for
seasonal, recreational or occasional use. Again, no data is available on the number of policies
actually issued. However, most mortgage lenders require insurance coverage on properties in which
they have an interest, and most mortgages are issued for a property with a distinct legal description.
In addition, homeowners insurance is relatively inexpensive in relation to the value of the property
covered. For non-owner occupied units, it is conceivable that both the owner and the occupant could
carry property insurance that would be subject to the fee. As a result of these factors, the department
assumed that the number of policies issued would be approximately 90% of the housing units in the

state.

Commercial and Business Properties: :
The 1996 Survey of County Business Patterns indicate that there were 135,153 commercial
“establishments” in Wisconsin at that time, in various categories ranging from retail trade to mining
and mineral extraction. In addition, the 1997 Census of Agriculture estimated that there are 65,602
farms, which would presumably be considered a commercial property under the bill.- Again, no data is
available on the number of commercial policies actually issued. By definition, the owners of
commercial and business properties have an economic interest in the continued viability of these
establishments, so it is presumed that most are insured in some manner. However, it is unknown
how many establishments may be owned by the same entity and covered under a blanket policy of
some kind. As a result of these factors, the department assumed that the number of policies issued
would be approximately 95% of the number of commercial establishments in the state.
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FISCAL ESTIMATE WORKSHEET 1999 Session

Detailed Estimate of Annual Fiscal Effect ORIGINAL UPDATED LRB or Bill No
DOA-2047 (R 10/94) CORRECTED SUPPLEMENTAL SB 230
Subject

FEE REVENUE FUNDING FOR EMERGENCY MANAGEMENT PROGRAMS

1. One Time Costs or Revenue Impacts for State and/or Local Government (not included in annual cost)
Counties would be required to continue their current levels of expenditures in support of emergency management programs
{the lower of the previous years expenditure or that of the last three years) That currently represents a continuing local
commitment of $3,051,000 across all counties)

Il Annualized Casts Annualized Fiscal Impact
A. State Costs by Category Increased Costs | Decreased Costs
State Operations — Salaries and Fringes
(FTE Position Changes)
State Operations- Other Costs 3,809,500
Local Assistance ‘ 8,889,000
Aids to Individual and Organizations
TOTAL - State Costs by Category 12,698,500
B. State Costs by Source of Funds ‘ .1~ , Increased Costs | Decreased Costs
GPR
FED
PRO/PRS ' , 112,698,500
SEG/SEG-S
II1. State Revenues Increased Revs | Decreased Revs
GPR Taxes ‘
GPR Earned
FED
PRO/PRS 12,698,500
SEG/SEG-S
TOTAL State Revenues
NET ANNUALIZED FISCAL IMPACT
STATE LOCAL
NET CHANGE IN COSTS 12,698,500 0
NET CHANGE IN REVENUE 12,698,500 _——l
Agency/Prepared By: Sigrfagure r Date:
Steyexﬂl L. Bendrick, Military Affairs, 242-3155 ' | : ; ' 2/.{0 /f;




