2/2/99 3:46:15 PM

Page 1

Bill

Received: 12/22/98

Wanted: As time permits

For: Administration-Budget

LRB-1432

1999 DRAFTING REQUEST

This file may be shown to any legislator: NO

Received By: hubliks
Identical to LRB:
By/Representing: Wong

Drafter: hubliks

May Contact: Alt. Drafters:
Subject: Environment - env. cleanup Extra Copies: RCT
Bonding - state

Topic:

DOA.......Wong - PECFA revenue bonding

Instructions:

See Attached

Drafting History:

Vers. Drafted Reviewed Typed Proofed Submitted Jacketed Required

/P1 hubliks gilfokm martykr Irb_docadmin State
12/28/98 12/29/98 12/30/98 12/30/98

/1 hubliks gilfokm jfrantze Irb_docadmin State
01/23/99 01/23/99 01/24/99 01/25/99

/2 hubliks gilfokm jfrantze Irb_docadmin State
01/27/99 01/27/99 01/28/99 01/28/99
hubliks -
01/31/99 _

/3 jeeller martykr Irb_docadmin State

02/1/99 02/1/99 02/1/99

/4 hubliks jgeller jfrantze State

02/1/99 02/1/99 02/1/99



2/2/99 3:46:16 PM
Page 2

vers. Drafied Reviewed Tvpist Proofed

Submitted

hubliks gilfokm
02/1799 02/1/99

/5 jfrantze
02/1/99
16 hubliks gilfokm . hhagen
02/2/99 02/2/99 02/2/99
17 hubliks gilfokm jfrantze
02/2/99 02/2/99 0272199 . —
FE Sent For:

<END>

{rb_docadmin
02/1/99

Irb_docadmin
02/2/99

irb_docadmin
02/2/99

LRB-1432

Jackeied

Required

State

State

State



2/1/99 4:07:00 PM
Page 1

LRB-1432

1999 DRAFTING REQUEST

Bill
Received: 12/22/98
Wanted: As time permits
For: Administration-Budget

This file may be shown to any legislator: NO

Received By: hubliks
Identical to LRB:
By/Representing: Wong

Drafter: hubliks

May Contact: Alt. Drafters:
Subject: Environment - env. cleanup Extra Copies: RCT
Bonding - state
Topic:
DOA:.......Wong - PECFA revenue bonding
Instructions:
See Attached
Drafting History:
Vers. Drafted Reviewed Typed Proofed Submitted Jacketed Required
/P1 hubliks gilfokm martykr Irb_docadmin State
12/28/98 12/29/98 12/30/98 12/30/98
/1 hubliks gilfokm jfrantze Irb_docadmin State
01/23/99 01/23/99 01/24/99 01/25/99
2 hubliks gilfokm jfrantze Irb_docadmin State
01/27/99 01/27/99 01/28/99 01/28/99
hubliks _
01/31/99
/3 jgeller martykr Irb_docadmin Statc
02/1/99 02/1/99 02/1/99
/4 hubliks jgeller jfrantze State
02/1/99 02/1/99 02/1/99
Jp-9-044 ez iy ,ﬁl
/=12 j 4

THO-



2/1/99 4:07:00 PM
Page 2

Vers. Drafted

hubliks
02/1/99
/5
FE Sent For:

Reviewed Typist Prooted Submitted
gilfokm
02/1/99 -
jfrantze Irb_docadmin
02/1/99 02/1/99

<END>

LRB-1432

Jacketed

Required

State



2/1/99 8:07:04 AM
Page 1

LRB-1432

1999 DRAFTING REQUEST

Bill
Received: 12/22/98
Wanted: As time permits
For: Administration-Budget
This file may be shown to any legislator: NO

May Contact:

Received By: hubliks
Identical to LRB:
By/Representing: Wong
Drafter: hubliks

Alt. Drafters:

Subject: Environment - env. cleanup Extra Copies: RCT
Bonding - state
Topic
DOA:.:......Wong - PECFA revenue bonding
Instructions:
See Attached
Drafting History:
Vers. Drafted Reviewed Typed Proofed Submitted Jacketed Required
/P1 hubliks gilfokm martykr Irb_docadmin State
12/28/98 12/29/98 12/30/98 12/30/98
/1 hubliks gilfokm jfrantze Irb_docadmin State
01/23/99 01/23/99 01/24/99 01/25/99
2 hubliks gilfokm jfrantze Irb_docadmin State
01/27/99 01/27/99 01/28/99 01/28/99
hubliks
01/31/99
/3 jgeller martykr Irb_docadmin State
02/1/99 02/1/99 02/1/99

FE Sent For:

s ylle



1/28/99 1:18:58 PM
Page 1

LRB-1432

1999 DRAFTING REQUEST

Bill
Received: 12/22/98
Wanted: As time permits
For: Administration-Budget

This file may be shown to any legislator: NO

Received By: hubliks
Identical to LRB:
By/Representing: Wong

Drafter: hubliks

May Contact: Alt. Drafters:
Subject: Environment - env. cleanup Extra Copies: RCT
Bonding - state
Topic:
DOA......Wong - PECFA revenue bonding
Instructions:
See Attached
Drafting History:
Vers. Drafted Reviewed Typed Proofed Submitted Jacketed Required
/P1 hubliks gilfokm martykr  ____ Irb_docadmin State
12/28/98 12/29/98 12/30/98 ___ 12/30/98
/1 hubliks gilfokm jfrantze Irb_docadmin State
01/23/99 01/23/99 01/24/99 01/25/99
Irb_docadmin State

2 hubliks gilfokm jfrantze
01/27/99 01/27/99 01/28/99

[S%UL% d‘t&l mm:bl

FE Sent For:

<END>

01/28/99



1/25/99 7:35:15 AM
Page 1

LRB-1432

1999 DRAFTING REQUEST

Bill
Received: 12/22/98
Wanted: As time permits

For: Administration-Budget

This file may be shown to any legislator: NO

Received By: hubliks
Identical to LRB:
By/Representing: Wong

Drafter: hubliks

May Contact: Alt. Drafters:
Subject: Environment - env. cleanup Extra Copies: RCT
Bonding - state

Topic:

DOA.......Wong - PECFA revenue bonding

Instructions:

See Attached

Drafting History:

Vers. Drafted Reviewed Typed Proofed Submitted Jacketed Required

/P1 hubliks gilfokm martykr  ____ Irb_docadmin State
12/28/98 12/29/98 12/30/98 12/30/98

n hubliks gilfokm jfrantze Irb_docadmin State
01/23/99 01/23/99 01/24/99 01/25/99

FE Sent For: A? /*07-77 4 !)1 % M—



LRB-1432
» 12/30/98 10:53:34 AM

Page 1
1999 DRAFTING REQUEST
Bill
Received: 12/22/98 Received By: hubliks
Wanted: As time permits Identical to LRB:
For: Administration-Budget Ry/Representing: Wong
This file may be shown to any legislator: NO Drafter: hubliks
May Contact: Alt. Drafters: K%
Subject: Environment - env. cleanup Extra Copies: RCT -R‘AC_, ) TﬁK

Bonding - state wmgc g A‘SO E’M ad
Topic: PD’: 'h)

DOA.......Wong - PECFA revenue bonding reed. 31‘06“‘\(\6 @‘G"Q%‘M W

| Y Cmpl Hoadley, Gank
Instructions: 4~
See Attached ‘mg loloald
Drafting History:
Vers. Drafted Reviewed Typed Proofed Submitted Jacketed Required
/P1 hubliks gilfokm martykr Irb_docadmin State

12/28/98 12/29/98 12/30/98 12/30/98

/(«\»33—‘14
FE Sent For: %/o?q % §/



T T 12022098 9:59:44 AM
Page 1

LRB-1432

1999 DRAFTING REQUEST

Bill
Received: 12/22/98
Wanted: As time permits
For: Administration-Budget

This file may be shown to any legislator: NO

Received By: hubliks
Identical to LRB:
By/Representing: Wong

Drafter: hubliks

May Contact: Alt. Drafters:
Subject: Environment - env. cleanup Extra Copies: RCT
Bonding - state
Topic
DOA.......Wong - PECFA Rcvenuc Bonding
Instructions:
See Attached
Drafting History:
Vers. Drafted Reviewed Typed Submitted Jacketed Required

/2 hubliks  /P\=]2-29 a«m‘

ij

FE Sent For:

W!Q
7@»41/2@



FECFA - 101143 /‘%waﬁzﬁ?ﬁ‘/ﬁmw lw@ )

. Revenue Bond Authority

>

> Require that debt service be paid from a sum-sufficient appropriation from the

Authorize $150 million in bonding.

Petroleum Inspection Fund.

. Interest Cost Reimbursement

>

>

>

>

Cap interest reimbursement at the rate on state revenue bonds issued for the
program.

Eliminate interest reimbursement for site owners with gross revenues in excess
of $20 million in the most recent tax year prior to submission of a claim.
Authorize Commerce to collect and audit owner revenue information.

. Deductibles

Change current deductible structure for owners of underground storage tanks
with petroleum stored for resale or which handle in excess of 10,000 gallons
per month to add $7,500 for each $100,000 increment after the first $100,000
in costs.

Change current deductible structure for owners of underground storage tanks
with petroleum not stored for resale and handling less than or equal to 10,000
gallons per month to add $7,500 for the first $100,000 increment after the first
$100,000 in costs up to a maximum of $15,000 per occurrence.

No change is necessary for aboveground, small farm, home heating, and school
districts.

. Petroleum Inspection Fee

>

>

>

Beginning January 1, 2002 and each January 1 thereafter, require the
Department of Commerce to determine the backlog of claim reimbursements. If
claim backlog exceeds two times the revenue collected and available for claim
reimbursements in the previous fiscal year, authorize the Department of
Commerce to increase the petroleum inspection fee on the following April 1 by
an amount, rounded to the nearest 0.1 cent, that reduces the backlog to twice
the revenues collected in the previous fiscal year. ;

Beginning April 1, 2003 and each April thereafter, require the Department of
Commerce to reduce the petroleum inspection fee by an amount, rounded to
the nearest 0.1 cent, equal to the difference between the balance in the
petroleum inspection fund on June 30 of the previous year and $10 million.

. Claim Prioritization Process

Authorize the Department of Commerce to establish a process for prioritizing
claims through rule.

Allow claim priority to be based on environmental factors as established
through rule.

Authorize Commerce to deny payment of interest costs to claimant that
proceeds with cleanup prior to notification from Commerce, as defined in rule.
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1 AN AcT Aating to: the budget.

Analysis by the Legislative Reference Bureau
ENVIRONMENT

HAZARDOUS SUBSTANCES AND ENVIRONMENTAL CLEANUP CAQ\O‘”A.’MQ“—L)

Under current law, the department of commerce (administers a program to
reimburse owners of certain petroleum product storage tanks for a portion of the
costs of cleaning up discharges from those tanks. This program is commonly known
as PECFA.

This bill authorizes the department pfledmmretds to issue revenue bonds, to be
paid from revenues deposited in the petroleum inspection fund, to fund the PECFA
program. No more than $150,000,000 in revenue bonding may be issued under the
bill. The building commission may pledge any portion of revenues received from the
bond proceeds or the petroleum inspection fund to secure revenue obligations issued
under this @ubdectivpn. The building commission may issue the revenue obligations
when it reasonably appears to the building commission that the bonds can be fully
paid on a timecly basis from the petroleum inspection fund.

For further information see the state fiscal estimate, which will be prmted as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
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SECTION 1

SECTION 1. 20.143 (3) (s) of the statutes is created to read: @

20.143 (38) (s) Petroleum inspection fund — revenue bonding proceeds. As a

continuing appropriation, all proceeds from revenue obligations{ssued under subch.

IT or IV of ch. 18, e#fauthorized under s. 101.143 (9m) and depositéd in W

v/
the state treasury created under s. 18.57 (1), puerv‘id'i'ug‘ﬁr reserves and for expenses
N

of issuance and management of the revenue obligations, and the remainder to be phovide

transferred to the petroleum inspection fund for the purposes of the petroleum
storage remedial action program under s. 101.143. Estimated disbursements under
this paragraph shall not be included in the schedule under s. 20.005.

SECTION 2. 20.143 (8) (t) of the statutes is created to read:

20.143 (8) (t) Petroleum inspection fund — revenue bonding repayment. From
the petroleum inspection fund, a sum sufficient to repay the fund in the state
treasury created under s. 18.57 (1){ the amount needed to retire revenue obligations
issued under subch. IT or IV of ch. 18, as authorized under s. 101.1.43 (9m).

SECTION 3. 20.143 (3) (u) of the statutes is created to read:

20.143 (3) (u) Revenue bonding principal and interest repayment — petroleum
inspection fund. From the fund in the state treasury created under s. 18.57 (1), all
moneys received by th{fu‘{md for the purpose of the retirement of revenue obligations,
providir’é for reserves and for operations relating to the management and retirement

I3
of revenue obligations issued under subch. II or IV of ch. 18, as authorized under s.

v,
101.143 (9m). All moneys received‘?rﬁ-e’vc;:a'bly appropriated in accordance with

v/
subch. II of ch. 18 and further established in resolutions authorizing the issuance of

the revenue obligations and setting forth the distribution of funds to be receiveg

thereafter.
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KSH........
SECTION 4
1 SECTION 4. 25.47 of the statutes is renumbered 25.47 (intro.) and amended to
2 read:
@ 25.47((intro.)) Petroleum inspection fund.)There is established a separate
4 nonlapsible trust fund designated as the petroleum inspection fund, to consist of the;

91

(1) The fees imposed under s. 168.12 (1);-the,
6 (2) The payments under s. 101.143 (4) (h) lmf,ithe
7 (3) The payments under s. 101.143 (5) (a) and-the.

8 (4) The net recoveries under s. 101.143 (5) (c). @Wﬂd_

History: 1987 a. 27,399; 1991 a. 269; 1993 a. 16; 1997 a. 27. ]
9 SECTION 5. 25.47 (5) of the statutes is created to reagz_)

10 25.47 (5) The' oEthe-pre -isauance-. ligart
V/
11 issugd—uﬁdeLglLISﬂLe_pgnposenﬁsJﬂma’@mQtransferred(ljnder s.20.143 (3) (s).

12 SECTION 6. 101.1483 (9m) of the statutes is created to read: MM

13 101.143 (9m) REVENUE BONDING. (a) The petroleum inspection fee under s.
14 168.12, in conjunction with the petroleum storage remedial action program under
15 this section, is a revenue—producing enterprise or program/as defined in s. 18.52 (6).
16 (b) Deposits, appropriations or transfers to the petroleum inspection fund for
17 the purposes of the petroleum storage remedial action program may be funded with
18 the proceeds of revenue obligations issued subject to and in accordance with subch.

19 II of ch. 18 or in accordance with subch. IV of ch. 18 if designated a higher education

20 bond.

21 (c) The department of administration may, under s. 18.56 (5) and (9) (j), deposit
22 in a separate and distinct fund in the state treasury or in an account maintained by
23 a trustee outside the state treasury, any portion of the revenues derived under s.

24 95.47. The revenues deposited with a trustee outside the state treasury are the
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SECTION 6
trustee’s revenues in accordance with the agreement between this state and the
trustee or in accordance with the resolution pledging the revenues to the repayment
of revenue obligations issued under this subsection. )(‘\I\.@

(d) The department may pledge any portion of gevenues received or to be
received in the fund established in par. (c) or the petroleum inspection fund to secure
revenue obligations issued under this subsection.

(e) The department shall have all other powers necessary and convenient to
distribute the pledged revenues and to distribute the proceeds of the revenue
obligations in accordance with subch. II of ch. 18 or in accordance with subch. IV of
ch. 18 if designated a higher education bond.

(f) The department may enter into agreements with the federal government or
its agencies, political subdivisions of this state, individuals or private entities to
insure or in any other manner provide additional security for the revenue obligations
issued under this subsection’.

(g) Revenue obligations may bé contracted by the building commission when
it reasonably appears to the building commission that all obligations incurred under

v
this subsection can be fully paid on a timely basis from moneys received or

- v
anticipated to be received. Revenue obligations issued under this subsection M@
not exceed $150,000,000 in principal amount, excluding obligations issued to refund

outstanding revenue obligation notes.

(h) Unless otherwise expressly provided in resclutions authorizing the

issuance of revenue obligations or in other agreements with the holders of revenue

obligations, each issue of revenue obligations under this subsection shall be on a

parity with every other revenue obligation issued under this subsection and in
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1 accordance with subch. II of ch. .18 oy.with subch. IV of ch. 1&1

3 (END)
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LEGISLATIVE REFERENCE BUREAU KN\

Because the revenues pledged to repay the bonds are not derived from the l};ioj ect
built with the proceeds of the bonds, this draft does not fit the traditional “revenue
bonding” model. As a result, I strongly recommend that you have this draft reviewed
by Frank Hoadley and by bond counsel before proceeding with this draft.

Case law does not appear to be entirely clear on what constitutes a “revenue bond”.
In City of Hartford, the Wisconsin supreme court discussed whether tax incremental
financing (TIF) bonds were revenue bonds. The TIF bonds were to be repaid by a
portion or increcment of the property tax levied on the property in the TIF district. The
court concluded that the TIF bonds were not revenue bonds “because of the nature of
the funds from which they are paid. The infrastructure constructed with the funds

Stit raised through thejity’s TIF bonds does not generate revenue directly. This
dissimilarity [with traditional revenue bonds] is critical.” City of Hartford v. Kirley, 172
Wis. 2d 191, 209 (1992)"More recently, however, in Libertarian Party v. State, 199 Wis.
2d, 790 (1996), the Wisconsin supreme court found that “the bonds to be issued by a
baseball park district are revenue bonds which are payable only from the sales and use
taxes the district is authorized to impose and revenue from the stadium itself”. Despite
the fact that the bonds were repayable in part from an indirect source, such as a sales
and use tax, rather than directly from the project to be constructed, the court found that
the bonds were “revenue bonds”.

In this draft, the revenue source (the petroleum inspection fee) and the expenditure
purpose (PECFA) seem to have even less of a connection than in either City of Hartford
or Libertarian Party. It is my understanding that the petroleum inspection fee existed
prior to PECFA and that the petroleum inspection fee would continue to generate
money if PECFA were ended. The groups of people paying the tax are not necessarily
the same people receiving PECFA assistance. A similar issue was raised in a draft
requested, but not introduced, by DOA last session. Frank Hoadley and Reed Groethe
were involved in that draft and should be familiar with these issues. I recommend that
you have them review the draft and this drafter’s note betore proceeding.

Is there a reason why you want this done as revenue bonding rather than as general
bonding? The interest rate would presumably be lower. Moreover, there is a 1994
attorney general’s opinion opining that general obligation bonding could be used for
PECFA funding. If you choose to go the revenue-bonding route, we may need to
rewrite parts of ch. 18 to broaden the concept of revenue—producing enterprise.
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In addition, please have bond counsel or the capital finance people at DOA review
the appropriations structure in the draft. Often, with a revenue bond issuance, DOA
will establish a separate fund unders. 18.57 (1). I am not sure that the appropriations
properly reflect the relationship between the petroleum inspection fund and the
separate fund under s. 18.57 (1).

If you have any questions on the draft or if any part of it is inconsistent with your
intent, please let me know.

K. Scott Hubli
Legislative Attorney
266—0135
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December 29, 1998

Because the revenues pledged to repay the bonds are not derived from the project
built with the proceeds of the bonds, this draft does not fit the traditional “revenue
bonding” model. As a result, I strongly recommend that you have this draft reviewed
by Frank Hoadley and by bond counsel before proceeding with this draft.

Case law does not appear to be entirely clear on what constitutes a “revenue bond”.
In City of Hartford, the Wisconsin supreme court discussed whether tax incremental
financing (TIF) bonds were revenue bonds. The TIF bonds were to be repaid by a
portion or increment of the property tax levied on the property in the TIF district. The
court concluded that the TIF bonds were not revenue bonds “because of the nature of
the funds from which they are paid. The infrastructure constructed with the funds
raised through the City’s TIF bonds does not generatc rcvenuc directly. This
dissimilarity [with traditional revenue bonds] is critical.” City of Hartford v. Kirley, 172
Wis. 2d 191, 209 (1992). More recently, however, in Libertarian Party v. State, 199 Wis.
2d, 790 (1996), the Wisconsin supreme court found that “the bonds to be issued by a
baseball park district are revenue bonds which are payable only from the sales and use
taxes the district is authorized to impose and revenue from the stadium itself”. Despite
the fact that the bonds were repayable in part from an indirect source, such as a sales
and use tax, rather than directly from the project to be constructed, the court found that
the bonds were “revenue bonds”.

In this draft, the revenue source (the petroleum inspection fee) and the expenditure
purpose (PECFA) seem to have even less of a connection than in either City of Hartford
or Libertarian Party. It is my understanding that the petroleum inspection fee existed
prior to PECFA and that the petroleum inspection fee would continue to generate
money if PECFA were ended. The groups of people paying the tax are not necessarily
the same people receiving PECFA assistance. A similar issue was raised in a draft
requested, but not introduced, by DOA last session. Frank Hoadley and Reed Groethe
were involved in that draft and should be familiar with these issues. I recommend that
you have them review the draft and this drafter’s note before proceeding.

Is there a reason why you want this done as revenue bonding rather than as general
bonding? The intcrest rate would presumably be lower. Moreover, there is a 1994
attorney general’s opinion opining that general obligation bonding could be used for
PECFA funding. Ifyou choose to go the revenue-bonding route, we may need to rewrite
parts of ch. 18 to broaden the concept of revenue—producing enterprise.
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In addition, please have bond counsel or the capital finance people at DOA review
the appropriations structure in the draft. Often, with a revenue bond issuance, DOA
will establish a separate fund under s. 18.57 (1). I am not sure that the appropriations
properly reflect the relationship between the petroleum inspection fund and the
separate fund under s. 18.57 (1).

If you have any questions on the draft or if any part of it is inconsistent with your
intent, please let me know.

K. Scott Hubli
Legislative Attorney
266-0135
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either an enterprise obligation or \/

a special-fund obligation.| '

SECTION __. 18.5 fldtotes is created to read:

'fif ghf means every undertaking by the

st} money which is:

(a) Payable exclusively fromfs & fiirial fund created by the imposition of

fees, penalties or excise tzpi;es; and
Il s
X
I

(b) Not public debt under s, i .

SECTION __. 18.52 (8) of th}fietiures is created to read:

18.52 (8) "Specia)-fund proge#inil means a state program or facility with

respect to which the legislature detegiinfisl that financing with special-fund

obligations is appropriate and will sepi ig public purpose.

001.,484707.1
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Funds shall be established by the state
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1‘ vy the legislature,
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SECTION _. 18.56 (1) is 2
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thorize, for any of the purposes
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18.561 Enterpris

enterprise obligations.

SECTION __. 18.;

18.561 (1) Thes

payment shall be made in

SECTION __, 18.°

SecTioN __. 18.3

18.562. Special-fund ObligRtins

to special-fund obligations.
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]
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|
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and each bond
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The following provision apply only
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;::- trustee under s. 18,56 (9) (j) with
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I
SecTION 1. 20.143 (3) (s) of the gro B%s is created to read:

w N o

10
11
12
13
14
15
16
17
18
19
20
21
22

23

24

-providing for reserves and fnrl,oreratiu IEJ

20.143 (8) (s) Petroleurn inspecgy d — revenue bonding proceeds. As a

continuing appropriation, Lﬂ proceert
under subch. IT or IV of ch, 1 8, author v o ‘w thder s, 101.143 (9m) and deposited in a

Il |
i
1

SIS

revenue obligations that are issued

S

fund in the state treasury cr. Uated ung ’! ’ ‘ | 1B.57 (1). to provide for reserves and for

L

um insg M fund for the purposes of the petroleum
|
|

!

1
‘ w ~— revenue bonding repayment, From

l__

SEcTION 3. 20.143 (3) d: ! \
20.143 (3) (u) Revenue l onding i
inspection fund, From the f-J d in the} :” 3
moneys received by the fund ﬁor thep

felrevenue obligations, and the remainder

expenses of issuance and maljzgemen 4

to be transferred to the petrcl

storage remedial action prog m undej MH .143. Estimated disbursements under

|
this paragraph shall not be § clude ih§ Mchedule under s. 20.005.

01
/|
SECTION 2. 20.143 (3) )of the §

= —— = .';-—F‘_;'ig-

= N—

\ \

|
|

l is created to read:
l

the petroleum inspection fund a suf ficient to repay the fund in the state

treasiiry created under s, 18.9 (1) the int needed to retire revenue obligations

1
i

20.143 (3) () Petraleu. JTLnspec i
issued under subch. II or IV kch. 18.b l

and interest repayment — petroleuin

frreasury created under s. 18.57 (1), all

if the retirement of revenue obligations,

( ng tothe management and retirement
|

ynder s il \ # or TV of ch. 18, as authorized under s.

e U1 8

celved It

of revenue obligations msuecd
I

fund are irrevocably appropriated in

R{)

101.143 (9m). All maneys

: L| '
accordance with subch, IT of ct |18 and § \ ! ’Il established in resnlutions authorizing

; l \‘.I I! tting forth the distribution of funds to

/J/?M/.IéanT und s
bovd in Tl Johedelt

the issuance of the revenue u, ligations|

be received thereafter. E Jﬂ'/ﬂﬁu/ ! ' l
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| §~ |
1 SECTION 4. 25.47 of the statﬁ : renumbered 25.47 (intro,) and amended to
2 read: ws : }‘
3 25.47 Petroleum inspectig H ' dd. (intro,) There is established a separate
4 nonlapsible trust fund designated B ll “il i, etroleum inspection fund, to consist of he;
5 (1) The fees imposed under d (FB12 (1)-the,
6 (2) The payments under s. ﬂ! l! 1 (4) (h) lm.the
7 (3)_The payments ynder s. 1 H | H (5) (a) and-the,
8 (4)_The net recoveries under s ! , l< ,143 (5) (c).
9 SECTION 5. 25.47 (.’TI) of the fl : “ ‘Il ) is created to read:
10 25.47 (5) The mongys transle T from the appropriation account under s.
1 201430 @ H \; “ ,
d VR NE

reated to read:

12 SecTION 6. 101 143 ) » .h
13 101.143 (8m) ﬂ“ﬂ‘ "” il ) The petroleum inspection fee under s.

14 168.12, in conjunction wil the -4: wj; ‘I-. iin storage rernedial action program unde “

N1
15 this section, is a revenue-preduci !1,’11"‘;*' ',i“""“"" program, as defined inss. 18. 52()
\

() Deposits, appro [latlnns ‘ ! ‘ sfers to the petroleum inspection fund for
l edial action program may be funded with

the proceeds of revenue o Ilig tion # subject to and in accordance with subch.

|
the purposes of the petrul um stor ﬂ ! ”
I
1}

gl Iy of ch. 181F designated a higher education

Il ofch. 18orin accordan p with s

bond.

(c) The department cIf adminisfritEih may, unders. 18.56 (5) and (9) (§), deposit

1

in a separate and distinct fund in thiigrgRe treasury or in an account maintained by

i portion of the revenues derived under s.

a trustee outside the state|treasury

T

25.47. The revenues deprsited withig) \} rustee outside the state treasury are the

trustee's revenues in accordance

The fand PJ‘fzuh//Ih,(/ 1 Pl
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A \i agreement between this state and the
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trustee or in accordance withithe resol ok

of revenue obligations issued under tififhER:

(d) The department m}i& pledge {

received in the fund established in pa
|

revenue obligations issued | |der l
(¢) The departments. have @ ‘
distribute the pledged revenues ang

obligations in accordance with subch. ¥
ducatio}

-

ch. 18 if designated a higher
() Thedepartment may enter

I 1 I
1

its agencies, political subdivisions of|F}

insure or in any other ma.tmql rovide §
issued under this subsection
(@ Revenue obligationj

it reasanably appears to the hflding cif

this subsection can be fully paid o B
anticipated to be received. Revenue oblies
excead $150,000,000 in principal amdjuf :
putstanding revenue 6bligat1|J) notes‘

(h) Unless otherwise!

{ssuance of revenue obligatio

obligations, each issue of reyenue ob

6
o
&
A

parity with every other rev

il'
ot
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j1 ledging the revenues to the repayment

Mrtion of the revenues received or to be

e petroleum inspection fund to secure

pr powers necessary and convenient to

H-; % mbute the proceeds of the revenue

. 18 or in accordance with subch. IV of

sments with the federal government or

wiate, individuals or private entities to
#nal security for the revenue obligations

Bbted by the building commission when

ion that all cbligations incurred under

| fnely basis from moneys received or

I: 1s issued under this subwm
kcluding obligations issue ter und

¥ided in resolutions authorizing the

sreements with the holders of revenue

! under this subsection shall be on a

;‘,}.Ijn

issued under this suhsection and in
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DOA.......Wong — PECFA revenue bonding

FOR 1999-01 BUDGET — NoT READY FOR INTRODUCTION

oot
MM%N

1 AN AcT Alating to: the budget.

Analysis by the Legislative Reference Bureau
ENVIRONMENT

HAZARDOUS SUBSTANCES AND ENVIRONMENTAL CLEANUP

Under current law, the department of commerce (department) administers a
program to reimburse owners of certain petroleum product storage tanks for a
portion of the costs of cleaning up discharges from those tanks. This program is
commonly known as PECFA.

This bill authorizes the department to issue revenue(@nd@, to be paid from
revenues deposited in the petroleum inspection fund, to fund the PECFA program.
No more than $150,000,000 in revenue bendingfmay be issued under the bill. The
building commission may pledge any portion of revenues received from the Jsond-
proceeds)or the petroleum inspection fund to secure revenue obligations issued
under this bill. The building commission may issue the revenue obligations when
it reasonably appears to the building commission that the beﬂdf can be fully paid on
a timecly basis from the petroleum inspection fund.
or further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
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3 continuing appropriation, all proceeds from revenue obligations that are issued

_V
4 under subch. II or IV of ch. 18, authorized under s. 101.143 (9m) and deposited in a

5 fund in the state treasury created under s. 18.57 (1), to provide for reserves and for
6 expenses of issuance and management of the revenue obligations, and the remainder
7 to be transferred to the petroleum inspection fund for the purposes of the petroleum
8 storage remedial action program under s. 101.143. Estimated disbursements under

9 this paragraph shall not be ipcluded in the schégule under s. 20.005.
10 SECTION 2. 20.143 (8) (t) of the statutes is created to read:
11 20.143 (3) (t) Petroleum inspection fund — revenue bo'r‘i/dmg repayment. From
12 the petroleum inspection fund, a sum sufficient to repay the fund in the state
13 treasury created under s. 18.57 (1) the amount needed to retire revenue obligations

14 issued under subch. II or IV of ch. 18, as authorized under s. 101 143 (9m).

J— > — NoTE T-BU\'D <

15 SECTION 3. 20.143 (3) (u) of the statutes is created to read:

16 20.143 (3) (u) Revenue bqu‘/di.ng fprincipal and interest repaymenti petroleum
17 inspection fund. From the fund in the state treasury created under s. 18.57 (1), all
18 moneys received by the fund for the purpose of the retirement of revenue obligations,
19 providing for reserves and for operations relating to the management and retirement
20 of revenue obligations issued under subch. II or IV of ch. 18, as authorized under s.
21 101.143 (9m). All moncys received by the fund are irrevocably appropriated in
22 accordance with subch. I of ch. 18 and further established in resolutions authorizing
23 the issuance of the revenue obligations and setting forth the distribution of funds to

24 be received thereafterWCL WSM%W W’/ﬂa/b
IDMW/L shadl net be ntbuded . the Wﬂu&.
Under- S. 20.005. 5
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SECTION 4
1 SECTION 4. 25.47 of the statutes is renumbered 25.47 (intro.) and amended to
2 read:
3 25.47 Petroleum inspection fund. (intro.) There is established a separate
4 nonlapsible trust fund designated as the petroleum inspection fund, to consist of the;
5 (1) The fees imposed under s. 168.12 (1),-the.
6 (2) The payments under s. 101.143 (4) (h) 1m.;-the
7 (3) The payments under s. 101.143 (5) (a) and-the,
8 (4) The net recoveries under s. 101.143 (5) (c).
SECTION 5. 25.47 (5) of the statutes is created to read: |
10 25.47 (5) The moneys transferred from the appropriation account under s.
11 20.143_(_3) (s). W
—— > ws. 3-)
12 SECTION 6. 101.143 (9m) of the statutes is created to rea‘d:’)
13 101.143 (9m) REVENUE Be‘m}ru((a) The petroleum inspection fee under s.
14 168.12, in conjunction with the petroleum storage remedial action program under %
15 this section, is a megram, as defined in s. 18.52 (
ﬁSA (b) Deposits, appropriations or transfers to the petroleum inspection fund for
17 the purposes of the petroleum storage remedial action program may be funded with
18 the proceeds of revenue obligations issued subject to and in accordance with subch.
19 1I of ch. 18 or in accordance with subch. IV of ch. 18 if designated a higher education
20 bond. @ m
@ (c) The department of administration may, under s.{ b A @, deposit
22 in a separate and distinct fund in the stale treasury or in an account maintained by
23 a trustee outside the state treasury, any portion of the revenues derived under s.
24 95.47. The revenues deposited with a trustee outside the state treasury are the

25 trustee’s revenues in accordance with the agreement between this state and the
(T LRl o par . (L) 75@W
ouatid by e Tmgostien & feeo, punlaedve
LI 1ONLD. ~
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SECTION 6
trustee or in accordance with the resolution pledging the revenues to the repayment
of revenue obligations issued under this subsection.

(d) The department may pledge any portion of the revenues received or to be
received in the fund established in par. (c) or the petroleum inspection fund to secure
revenue obligations issued under this subsection.

(e) The department shall have all other powers necessary and convenient to
distribute the pledged revenues and to distribute the proceeds of the revenue
obligations in accordance with subch. II of ch. 18 or in accordance with subch. IV of
ch. 18 if designated a higher education bond.

(f) The department may enter into agreements with the federal government or
its agencies, political subdivisions of this state, individuals or private entities to
insure or in any other manner provide additional security for the revenue obligations
issued under this subsection.

(g) Revenue obligations may be contracted by the building commission when
it reasonably appears to the building commission that all obligations incurred under
this subsection can be fully paid on a timely basis from moneys received or
anticipated to be received. Revenue obligations issued under this subsection may not
exceed $150,000,000 in principal amount, excluding obligations issued toJrefund
outstanding revenue obligation notes. 2

(h) Unless otherwise expressly provided in resolutions authorizing the
issuance of revenue obligations or in other agreements with the holders of revenue

obligations, each issuc of revenue obligations under this subsection shall be on a

parity with every other revenue obligation issued under this subsection and in
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1 accordance with subch. II of ch. 18, if designated a higher education bond, in
2

accordance with subch. IV of ch. 18.

(END)
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INSERT ANL:

The bill provides a so—called “moral obligation pledge” which applies if the
legislature reduces the rate of the petroleum inspection fee. Ifthe rate is reduced and (/
there are insufficient funds in the petroleum inspection fund to pay the principal and
interest on the revenue obligations, the legislature expresses its expectation and
aspiration that it would make an appropriation from the general fund sufficient to
pay the principal and interest on the obligations.

STATE GOVERNMENT

STATE FINANCE /@

Under current law, the state may issue “revenyé obligations” for certain
specified purposes. In general, a revenue obligationd is apobligation that is: 1)
incurred to purchase, acquire, lease, construct, improve/ operate or manage a
revenue—producing enterprise; and 2) repayable solely from, and secured solelyg by,
the property or income from the revenue—producing enterprise. * ft

This bill broadens the definition of revenue obligation to allow revenue bonding
in situations which would not meet the current law definition of revenue obligation.
Under the bill, revenue obligations consist of £different types:‘énterprise obligations )}J
and special fund obligations. The first type of revenue obligation, called an
enterprise obligation, includes all obligations authorized under current lawgi.e.,
obligations that are incurred to purchase, acquire, lease, construct, improve,ope ate
or manage a revenue—producmg enterprise and are repayable solely frg’fn‘éa
secured solely by, ‘the property or income from that revenue—producmg enterprise.

The second type of revenue obligation, a special fund obligation, is created by
the bill. Special fund obligations are an undertaking by the state to repay a certain
amount of borrowed money that is payable exclusively from a special fund consisting
of fees, penalties or exgl§§_1;maﬁ The bill uses this second type of revenue obhgatlon
in order to authorize not more than $150,000,000 of revenue obligation boding for the
PECFA program. See ENVIRONMENT, HAZARDOUS SUBSTANCES AND ENVIRONMENTAL
CLEANUP. These revenue nbhgatmns are to be repald from,and are segured byﬁhe
petroleum inspection fund and~s g - pfund. If,however, the
legislature reduces the rate of the petroleum 1nspect10n fee an(‘i/the fees in the fund
prove insufficicnt to pay the principal and interest on the revenue obligations, the
bill expresses the legislature’s expectation and aspiration that it would make an l/
appropriation from the general fund sufficient to pay the principal and interest on
the obligations.
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Section #. 45.79 (9) (a) of the statutes is amended to read:

45.79 (9) (a) All moneys received from any source for repayment of loans, mortgages or mortgage
loan notes funded with proceeds of revenue obligations issued under sub. (6) (c) shall be deposited

into one or more separate nonlapsible trust funds in the state treasury or with a trustee as provided

in s. }8-56Y9) (j). The board may pledge revenues received by the funds to secure revenue obliga-
tions issued under sub. (6) (c) and shall have all other powers necessary and convenient to distribute
the proceeds of the revenue obligations and loan repayments in accordance with subch. IL of ch. 18.
Unrestricted balances in the funds may be used to fund additional loans issued under sub. (6) (c) and

pay the balances owing on loans after the assumptions of the loans or the closings of the sales of

residences under sub. (10) (c).

-3,

1981 c. 45 s. 51; 1981 c. 93, 336; 1983 a. 27, 368; 1985 a. 6, 29; 1985 a. 332 5. 251 (1); 1987 a. 27, 319; 1987 a. 403

s. 255; 1989 a. 31, 56; 1991 a. 39; 1993 a. 16, 254, 490; 1995 a. 252, 255; 1997 a. 27.
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Scction #. 84.59 (2) of the statutes is amended to read:

v/

84.59 (2) The department may, under s. ¥&56(5) and (9) (j), deposit in a separate and distinct
fund outside the state treasury, in an account maintained by a trustee, revenues derived under s.
341.25. The revenues deposited are the trustee’s revenues in accordance with the agreement
between this state and the trustee or in accordance with the resolution pledging the revenues to the
repayment of revenue obligations issued under this section.

History: 1983 a. 27, 212; 1985 a. 29; 1987 a. 27; 1989 a. 31; 1991 a. 39; 1993 a. 16; 1995 a. 113; 1997 a. 27.

hubliks(Irbunx14) Sat-Jan-23-1999  2:33 pm



Section #. 85.52 (5) (¢) of the statutes is amended to read:

85.52 (5) (¢) The department of administration may, under s. #8-56{(5) and (9) (j), deposit in a
separate and distinct fund in the state treasury or in an account maintained by a trustee outside the
state treasury, any portion of the revenues derived under s. 25.405 (2). The revenues deposited with
a trustee outside the state treasury are the trustee’s revenues in accordance with the agreement
between this state and the trustee or in accordance with the resolution pledging the revenues to the
repayment of revenue obligations issued under this subsection.

History: 1997 a. 27, 237.

\Q’QJ{\O}\D

hubliks(lrbunx14) Sat-Jan-23-1999  2:34 pm
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(1) Recognizing its moral obligation to do so, the legislature expresses its
expectation and aspiration that, if the legislature reduces the rate of the petroleum
inspection fee and if the funds in the petroleum inspection fund are insufficient to
pay the principal and interest on the revenue obligations issued under subch. II or
IV of ch. 18 pursuant to this subsection, the legislature shall make an appropriation

from the general fund sufficient to pay the principal and interest on the obligations.



Section #. 281.59 (4) (b) of the statutes is amended to read:

281.59 (4) (b) The department of administration may, under s. #8-56\(5) and (9) (j), deposit in
a separate and distinct fund in the state treasury or in an account maintained by a trustee outside the
state treasury, any portion of the revenues derived under s. 25.43 (1). The revenues deposited with
a trustee outside the state treasury are the trustee’s revenues in accordance with the agreement
between this state and the trustee or in accordance with the resolution pledging the revenues to the
repayment of revenue obligations issued under this subsection.

mistory: 1989 2. 366 ss. 40, 63, 65, 66, 97, 99, 106, 108 to 110, 115; 1991 a. 32, 39, 189, 315; 1993 a. 16; 1995 a. 27;

1995 a. 227 s. 426; Stats. 1995 s. 281.59; 1995 a. 452; 1997 a. 27, 237.

hubliks(lIrbunx14) Sat-Jan-23-1999  2:34 pm



DRAFTER’S NOTE LRB-1432/1dn
FROM THE KSH::
LEGISLATIVE REFERENCE BUREAU “"}_lj

Pleasc review the draft carefully to ensure that it is consistent with your intent. In
particular, please consider the following:

1. I based the ch. 18 changes on the special fund obligation draft that I did for you
last session. This uses much the same language as Reed, but puts the draft in proper
drafting form and fixes the necessary cross-references. There is one significant
substantive difference between Reed’s language and the special fund obligation draft
from last session. The special fund language in s. 18.562 in last session’s draft differs
from the language Reed provided. I went with the language from last session, rather
than Reed’s suggested language, because Reed’s language seemed to assume some
things that weren’t necessarily stated. For example, s. 18.562 (2) talks about
obligations secured by the redemption fund, but doesnt appear to have language
creating the security interest in the fund. (Even if this will be done in the authorizing
resolution, the authorizing resolution is not required by statute to grant a security
interest, and the statutes should not assume something that may not be the case.) For U)a;s
this reason, at least for purposes of this draft, I left in the language that Ebemsn
s. 18.562 last session. If any part of this language is inconsistent with your intent,

please let me know.

2. With respect to the legislative pledge, I tried to track existing moral obligation
language. If the language in s. 101.143 (9m) is inconsistent with your intent, please

let me know.
3. With respect to Reed’s first comment: Do existing appropriations of the petroleum M
inspection fund have to be modified? Although I understand the concern, I don’t know,”"
amendments are needed. For example, there are numerous sum sufficient re MEVF
appropriations from the general fund for bond principal and interesg,'m IM\’
appropriations from the general fund don’t each provide that they may be used only
to the extent that there are sufficient funds in the general fund to pay off the general
obligation bonds. Ibelieve the situation is similar with the transportation fund. If W (\
*S want@l to create some sort of priority language, you mmm?

of exactly when the other appropriation could be drawn upon{Ti.e.’would you wait o—ouwvh |
the end of each calendar quarter to see how much is left over after paying principal and
interest to determine what could be spent {@d)the other appropriations? Let me know

what you think. Q COM

4. With respect to Reed’s second comment: Should we repeal and rggenact the
petroleum inspection fee to create a closer nexus between the fee and PECFA? This
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is, I suppose, a possibility. I am unsure how much this would matter to a court. If it
is simply a matter of repealing and recreating the existing arrangement, I'm not sure
that such an action would be given much weight. To do so would seem to elevate form
over substance. The safest way create more of a nexus between the fee and the PECFA
program would seem to be to “split” the existing petroleum inspection fee into a PECFA
fee (which would go only to PECFA) and a petroleum inspection fee (which would go
to the other programs funded by the inspection fee). If you want to go this route, let
me know how the fee should be split.

5. With respect to Reed’s third comment: The petroleum inspection fee may be
recharacterized as an excise tax. I think the fee is an excise tax, regardless of it being
called a fee. I haven’t done a whole lot of PECFA drafting (Becky Tradewell does these
drafts), but it is my understanding the the fee has long since ceased to only cover the
costs of petroleum inspections.

# %k ok ok ok ok % ok ok

As you may know, I am transitioning my drafting responsibilities in the area of state
finance to another attorney in the office, Rick Champagne. I will be in the office on
Monday and Tuesday of next week (1/25 and 1/26), but hope to be able to be out of the
office on Wednesday (1/27) at a conference and hope to be able to be out of town (rom
Thursday afternoon (1/28) until Sunday morning (1/31). I have gone over the draft
with Rickffplease feel free to contact him at 266-9930 in my absence. Thank you.

K. Scott Hubli
Administrative Services Manager
266-0135
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(uUN25.17 (1) (es), 25.95, 77.52 (1g), 77.52 (2) (b), 77.53 (1g) and 775.045.6f the

statutdg; relating to: the creation of an extraordinary judgmenpt payment

program, ting bonding authority and making appropriati

Analysis by~the Legislative Reference Bureau

This is a preliminary draftNAn analysis will be pp6vided in a later version.
For further information see the state fiscal estimiate, which will be printed as
an appendix to this bill.

'he people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

e 7 AN

SrcoTioN 1. 13.485 (2) of theftatutes is amended to
v S v
.561 (5) and (9) (j),

13.485 (2) The buildingommission may, under s. 18:56

deposit in a separate ang/distinct fund, outside the state treasuryy\in an account
maintained by a tryétee, fees and charges derived from the facilitidg or from
agreements entepéd into under sub. (4). The fees and charges deposited axe the

trustee’s moplys in accordance with the agreement between this state and t

trustee of in accordance with the resolution pledging the fees and charges to the

J&epa ent of reve igations-i is section __—
/
v

SECTION 2. 18.51 of the statutes is amended to read:

18.51 Provisions applicable. The following sections apply to this
subchapter, except that all references to “public debt” or “debt” are-deemed shall be
read to refer to a “revenue obligation” and all references to “evidences of
indebtedness” shall be read to refer to “evidences of revenue obligations”: ss. 18.02,
18.03, 18.06 (8), 18.07, 18.10 (1), (2), (4) to (9) and (171) and 18.17.

4
SECTION 3. 18.52 (2m) (intro.) of the statutes is created to read:
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SECTION 3

18.52 (2m) (intro.) “Enterprise obligation” means every undertaking by the
state to repay a certain émount of borrowed money that is all of the following:

SECTION 4. 18.52 (5) (intro.) of the statutes is renumbered 18.52 (5) and
amended to read:

18.52 (5) “Revenue obligation” means everyundertaking by thestate-torepay
a-certain-amount-of berrowed-meney which-is: an enterprise obligation or a special

fund obligation.

SECTION 5. 18.52 (5) (a) of the statutes is renumbered 18.52 (2m) (a) and
amended to read:

18.52 (2m) (a) Created for the purpose of purchasing, acquiring, leasing,
constructing, extending, expanding, adding to, improving, conducting, controlling,
operating or managing a revenue—producing enterprise or programs.

SECTION 6. 18.52 (5) (b) of the statutes is renumbered 18.52 (2m) (b) and
amended to read:

18.52 (2m) (b) Payable solely from and secured solely by the property or income
or both of the enterprise or program;-and.

SECTION 7. 18.52 (5) (c) of the statutes is renumbered 18.52 (2m) (c).

SecTioN 8. 18.52 (7) of the statutes is created to read:

18.52 (7) “Special fund obligation” means every undertaking by the state to
repay a certain amount of borrowed money which is all of the following:

(a) Payable exclusively from a special fund consisting of fees, penalties or excise
taxes.

(b) Not public debt under s. 18.01 (4)./

SECTION 9. 18.52 (8) of the statutes is created to read:
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SECTION 9

18.52 (8) “Special fund program” means a state program with respect to which

the legislature has determined that financing with special fund obligations is
appropriate and will serve a public purpose.

SECTION 10. 18.53 (3) of the statutes is renumbered 18.53 (3) (intro.) and

amended to read:

18.53 (3) (intro.) The commission shall authorize money to be borrowed and

evidences of revenue obligation to be issued therefor-up-to-the-amounts-specified-by

requirements for funds shall be established by the state department or agency head

carrying out program responsibilities for which the revenue obligations have been
authorized by the legislature-, but shall not exceed the following:

SEcTION 11. 18.53 (3) (a) and (b) of the statutes are created to read:

18.53 (8) (a) In the case of enterprise obligations, the amounts specified by the
legislature to purchase, acquire, lease, construct, extend, expand, add to, improve,
conduct, control, operate or manage such revenue—producing enterprises or
programs as are specified by the legislature.

(b) In the case of special fund obligations, the amount specified by the
legislature for such expenditures to be paid from special fund obligations.

SECTION 12. 18.56 (1) of the statutes is renumbered 18.56 and amended to read:

18.56 Revenue)lionds. The commission may authorize, for any of the
purposes described in s. 18.53 (3), the issuance of
bends|shall mature at any time not exceeding 50 years from the date thereof as the

commission shall determine. The shall be payable only out of the redemption
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. SECTION 12
irmne, oo
| ey v
J 7 7

1 fund provided under sub- s. 18.561 (5) or 18.562 (2) and each bead[shall contain on
2 its face a statement to that effect. Aaa-y—s-ueh—beﬁel-sumuly contain a provision m
3 authorizing redemption, in whole or in part, at stipulated prices, at the option of the ‘
4 commission and shall provide the method of redeeming the bv% The-state-and-a
6 3 acing-enterprise—or—prog
7 bends- W
8 SECTION 13. 18.56 (2) to (6) of the statutes are renumbered 18.561 (2) to (6) and
9 amended to read: ENTERTR\SE OBUIGATION HOLOERS £
10 18.561 (2) mﬂ} SECURITY INTEREST OF .&_There shall be amortgage
11 lien upon or security interest in the income and property of each revenue—producing
12 enterprise or program to the holders of the relate@pﬂsg%bligati@{ nd j
13 to the holders of the coupons of the bendi The note or other instrument evidencing
14 the security interest of a bemm a loan made or purchased with revenue
15 ebligation [ enterprisefjobligatio shall constitute a statutory lien on the
16 revenue—obligations loan. No physical delivery, recordation or other action is '
17 required to perfect the security interest. The revenue—producing enterprise or
18 program shall remain subject to the lien until provision for payment in full of the ¢
19 principal and interest of tham pris%bligatiogi@has been made. Any holder ,
20 of such@or attached coupons may either at law or in equity protect and enforce
21 the lien and compel performance of all duties required by this section. If there is any
22 default in the payment of the principal or interest of any of such bends/any court
23 having jurisdiction of the action may appoint a receiver to administer the
24 revenue—producing enterprise or program on behalf of the state and the bﬁﬁ?rc‘l'd'eﬂ
25 with power to charge and collect rates sufficient to provide for the payment of the

My o the oblicahensd
D — e (o
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SECTION 13
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1 operating expenses and also to pay any bends-er enterprise obligations outstanding
2 against the revenue—producing enterprise or program, and to apply the income and
3 revenues thereof in conformity with this subchapter and the authorizing resolution,
4 or the court may declare the whole amount of the bends gbligations due and payable,
5 if such relief is requested, and may order and direct the sale of the
6 revenue—producing enterprise or program. Under any sale so ordered, the purchaser
7 shall be vested with an indeterminate permit to maintain and operate the
8 revenue—producing enterprise or program. The legislature may provide for
9 additions, extensions and improvements to a revenue—producing enterprise or
10 program to be financed by additional issues of [enterprisegoblig f fpon :- S
11 provided by this section. Such additional issues of beﬁés@all be subordinao all
12 prior related issues of benﬁ/ which may have been made under this section, unless
13 e legislature, in the statute authorizing the initial issue of beadsj permits the issue
14 of additional beads@ parity therewith. ML ino,
15 3) W DEDICATION OF REVENUES. As aczlrately:s possible in advance, the
16 commission and the state depa t_or Vagency carrying out program
17 responsibilities for which [enterpriseffobligatio are to be issued shall
18 determine, and the commission shall fix in the authorizing resolution for such
19 the proportion of the revenues of the revenue—producing enterprise or program
20 which shall be necessary for the reasonable and proper operation and maintenance
21 thereof; the proportion of the revenues which shall be set aside as a proper and
22 adequate replacement and reserve fund; and the proportion of the revenues which
23 shall be set aside and applied to the payment of the principal and interest of the
24 @e’-rise obligatio and shall provide that the revenues be set aside in
25 separate funds. At afiy time after one year’s operation, the state department or
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SECTION 13

agency and the commission may recompute the proportion of the revenues which
shall be assignable under this subsection based upon the experience of operation or
upon the basis of further financing.

4) \(MM REPLACEMENT AND RESERVE FUND. The proportion set aside to the
replacement and reserve fund shall be available and shall be used, whenever
necessary, to restore any deficiency in the redemption fund for the payment of the

principal and interest due o@ risefpbli atio@and for the creation and

maintenance of any reserves established by the authorizing resolution to secure such

payments. At any time when the redemption fund is sufficient for said purposes,
moneys in the replacement and reserve fund may, subject to available
appropriations, be expended either in the revenue—producing enterprise or program
or in new constructions, extensions or additions. Any accumulations of the
replacement and reserve fund may be invested as provided in this subchapter, and
if invested, the income from the investment shall be carried in the replacement and

reserve fund.

5) REDEMPTION FUND. The proportion which shall be set aside for the

payment of the principal and interest ef—eue@ enterpris

shall from month to month as they accrue and are received, be set apart and paid1

a separate fund in the treasury or in an account maintained by a trustee under sub.
(9) (§) to be identified as “the ... redemption fund”. Each redemption fund shall be
expended, and all moneys from time to time on hand therein are irrevocably
appropriated, in sums sufficient, only for the payment of principal and intcrest on

the revenue enterprise obligations giving rise to it and premium, if any, due upon

refunding of any such obligations. Moneys in the redemption funds may be

commingled only for the purpose of investment with other public funds, but they
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SECTION 13
shall be invested only in investment instruments permitted in s. 25.17 (3) (dr). All
such investments shall be the exclusive property of the fund and all earnings on or
income from such investments shall be credited to the fund.

(6) {M]AN REDEMPTION FUND SURPLUS. If any surplus is accumulated in any of
the redemption funds, subject to any contract rights vested in holders of revenue
enterprise obligations secured thereby, it shall be paid over to the treasury.

SECTION 14. 18.56 (7) and (8) of the statutes are renumbered 18.561 (7) and (8).

SECTION 15. 18.56 (9) (intro.) of the statutes is renumbered 18.561 (9) (intro.)
and amended to read:

18.561 (9) MWV AUTHORIZING RESOLUTION. (intro.) The commission may

provide in the authorizing resolution for
subsequent action all things necessary to carry into effect this section. Any
authorizing resolution shall constitute a contract with the holder of any ho.ll(ds ssued
pursuant to such resolution. Any authorizing resolutjon may contain such

provisions or covenants, without limiting the generality of the power to adopt the

v
resolution, as is deemed necessary or desirable for the security of berrdirotdexs or the

marketability of the@er prisefoblig

provisions as to:

Q).

to read:

18.561 (10) @MM SINKING FUND. The authorizing resolution may set apart

enterprise@bli’gatiox_i

of any secured obligation or charge subject to which a revenue—producing enterprise

he par value of which are equal to the principal amount
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SECTION 17

or program is to be purchased or acquired, and shall set aside in a sinking fund from
the income of the revenue—producing enterprise or program, a sum sufficient to
comply with the requirements of the instrument creating the security-erif. If the
instrument does not make any provision therefor for a sinking fund, the resolution
shall fix and determine the amount whieh that shall be set aside into sueh the sinking
fund from month to month for interest on the secured obligation or charge, and a
fixed amount or proportion not exceeding a stated sum, which shall be not less than
one percent of the principal, to be set aside into the fund to pay the principal of the
secured obligation or charge. Any balance in the fund after satisfying the secured
obligations or charge, shall be transferred to the redemption fund. Bends
bo‘&de];;;s—ide for the secured obligation or charge may, from

time to time, be issued £6 an amount sufficient with the amount then in the sinking

fund, to pay and retire the secured obligation or charge or any portion thereof. The

@: rpriseffobligatio may be issued in exchange for or satisfaction of the

secured obligation or~Charge, or may be sold in the manner provided in this
subchapter, and the proceeds applied in payment of the same at maturity or before
maturity by agreement with the holder. The commission and the owners of any

revenue—producing enterprise or program acquired or purchased may, upon such

terms and conditions as are satisfactory, contract that bemds/to provide for the
discharge of the secured obligation or charge, or for the whole purchase price shall
be deposited with a trustee or depository and released from the deposit from time to

time on such terms and conditions as are necessary to secure the payment of the

secured obligation or charge. W —

N?

SECTION 18. 18.561 (title) of the statutes is created to read:

18.561 (title) Enterprise obligations.
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SECTION 19

SECTION 19. 18.561 (1) of the statutes is created to read:

18.561 (1) PAYMENT WITH REVENUE OBLIGATIONS. The state and a contracting
party may provide, in any contract for purchasing or acquiring a revenue—producing
enterprise or program, that payment shall be made in revenue obligations.

SEcTION 20. 18.561 (7) (title) of the statutes is created to read:

18.561 (7) (title) PAYMENT FOR SERVICES.

SEcCTION 21. 18.561 (8) (title) of the statutes is created to read:

18.561 (8) (title) RATES FOR SERVICES.

SECTION 22. 18.562 of the statutes is created to read:

18.562 Special fund obligations. (1) SECURITY INTEREST IN SPECIAL FUND. A
holder of special fund obligations shall have a security interest in the special fund
out of which the special fund obligations will be repaid. No physical delivery,
recordation or other action is required to perfect the security interest. A holder of
special fund obligations may either at law or in equity protect and enforce the
security interest and compel performance of all duties required by this section.

(2) REDEMPTION FUND. The authorizing resolution shall specify the proportion
of special fund program revenues which are to be deposited in the special fund that
is set aside for the payment of the principal and interest of the special fund
obligations. These revenues shall be paid into a separate fund in the treasury or in
an account maintained by a trustee to be identified as “the ... redemption fund”. Each
redemption fund shall be expended, and all moneys from time to time on hand
therein are irrevocably appropriated, in sums sufficient, only for thec payment of
principal and interest on the special fund obligations giving rise to it and premium,
if any, due upon refunding of any such obligations. Moneys in the redemption funds

may be commingled only for the purpose of investment with other public funds, but



.

LRB-3073/P5

1997 — 1998 Legislature -11- KSH&JS:kmgkm
SECTION 22
1 they shall be invested only in investment instruments permitted in s. 25.17 (3) (dr).
2 All such investments shall be the exclusive property of the fund and all earnings on
3 or income from such investments shall be credited to the fund.
4 (8) AUTHORIZING RESOLUTION. The commission may provide in the authorizing
5 resolution for special fund obligations or by subsequent action all things necessary
6 to carry into effect this section. Any authorizing resolution shall constitute a
7 contract with the holder of any special fund@gi)/ligatio issued pursuant to
8 saeh resolution. authorizing resolution may contain such provisions or
9 covenants, without Timiting the generality of the power to adopt the resolution, as

10 are deemed necessary or desirable for the security of bomdholders/ or the

11 marketability of the hortdg |

12 SECTION 23. 18.57 (title)of the statutes is repeale: and recreated to read:

13 18.57 (title) Funds established for revenue obligations.

14 SECTION 24. 18.57 (1) (‘)/f the statutes is amended to read:

15 18.57 (1) A separate and distinct fund shall be established in the state treasury

v
16 or in an account maintained by a trustee under s. 18.56 18.561 (9) (j) with respect to

17 each revenue—producing enterprise or prog‘raml the income from which is to be
‘E 18
N[ 19
§, 20

21 from the issuance of evidenccs of rcvenue obligation shall be credited to the
§ 22 appropriate fund or applied for refunding or note renewal purposes, except that

23 moneys which represent premium or accrued interest received on the issuance of
x&vidences shall be credited to the appropriate redemption fund. ,
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SECTION 25

SECTION 25. 18.57 (4) of the statutes is renumbered 18.57 (4) (intro.) and
amended to read:

18.57 (4) (intro.) If, after all outstanding related revenue obligations have been

paid or payment provided for, moneys remain in anysuch a fund;they created under

sub. (1), all of the following shall occur:
(a) If the fund created under sub. (1) is in an account maintained by a trustee

unders. 18.561 (9) (j) or 18.562 (2), the moneys shall be paid over to the treasury and

(c) The fund created under sub. (1) shall be closed.

SECTION 26. 18.58 (1) of the statutes is amended to read:

18.58 (1) MANAGEMENT OF FUNDS AND RECORDS. All funds established under this
subchapter which are deposited in the state treasury shall be managed as provided
by law for other state funds, subject to any contract rights vested in holders of
evidences of revenue obligation secured by such fund. The department of
administration shall maintain full and correct records of each fund. The legislative
audit bureau shall audit each fund as of January 1 of each year reconciling all
transactions and showing the fair market value of all property on hand. All records
and audits shall be public documents. All funds established under this subchapter
which are deposited with a trustee under s. 18-56 1_8&/(9) () or 18.562 (2) shall be
managed in accordance with resolutions authorizing the issuance of revenue
obligations, agreements between the commission and the trustee and any contract

rights vested in holders of evidence of revenue obligations secured by such fund.

SECTION 27. 18.60 (5) of the statutes is renumbered 18.60 (5) (intro.) and

amended to read:
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SECTION 27

18.60 (5) (intro.) All of the following provisions efs—18.56 that are not
inconsistent with the express provisions of this section shall apply to refunding
bonds, except that the maximum permissible term shall be 50 years from the date
of original issue of the oldest note or bond issue being refunded-:

SECTION 28. 18.60 (5) (a) to (c) of the statutes are created to read:

18.60 (5) (a) Section 18.56.

(b) In the case of enterprise obligations, s. 18.561.

t
(c) In the case of special fund obligations, s. 18.562. (m ’/M

34)

SEI‘ION 29. 20.505 (2) (q) of the statutes is created to read:
20.505 (2) (q) Extraordinary judgment payment fund. From the extraordinery
judgment payment fund, all moneys received from the proceeds of revenue
obligations issued under subch. IT or IV of ch. 18, as authorized undeps. 775.045 (5),
to provide for éxpenses of issuance and management of the reyénue obligations and
to pay amounts Weeting the requirements of s_-775.045 (4). Estimated
disbursements under thig paragraph shall not beAncluded in the schedule under s.

20.005.

SECTION 30. 20.505 (2) (u) of\{he statutes is created to read:

20.505 (2) (u) Principal pépayment and interest — extraordinary judgment
payment program revenue gbligation repayndsgt. From the fund in the state treasury
created under s. 18.57(1) for the extraordinary jndgment payment program under
s. 775.045, all mgheys received from the surtaxes undexss. 77.52 (1g) and (2) (b) and
77.53 (1g) aAd all moneys deposited in the fund under s\775.045 (5) (b), for the
purpose of the retirement of revenue obligations, for providingor reserves and for
opérations relating to the management and retirement of revenue obligations issued

under subch. II or IV of ch. 18, as authorized under s. 775.045 (5). AllNponeys
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LEGISLATIVE REFERENCE BUREAU

January 24, 1999

Please review the draft carefully to ensure that it is consistent with your intent. In
particular, please consider the following:

1. I based the ch. 18 changes on the special fund obligation draft that I did for you
last session. This uses much the same language as Reed, but puts the draft in proper
drafting form and fixes the necessary cross-references. There is one significant
substantive difference between Reed’s language and the special fund obligation draft
from last session. The special fund language in s. 18.562 in last session’s draft differs
from the language Reed provided. I went with the language from last session, rather
than Reed’s suggested language, because Reed’s language seemed to assume some
things that weren’t necessarily stated. For example, s. 18.562 (2) talks about
obligations secured by the redemption fund, but doesn’t appear to have language
creating the security interest in the fund. (Even if this will be done in the authorizing
resolution, the authorizing resolution is not required by statute to grant a security
interest, and the statutes should not assume something that may not be the case.) For
this reason, at least for purposes of this draft, I left in the language that wasins. 18.562
last session. If any part of this language is inconsistent with your intent, please let me
know.

2. With respect to the legislative pledge, I tried to track existing moral obligation
language. If the language in s. 101.143 (9m) is inconsistent with your intent, please
let me know.

3. With respect to Reed’s first comment: Do existing appropriations of the petroleum
inspection fund have to be modified? Although I understand the concern, I don’t know
that amendments are needed. For example, there are numerous sum sufficient
appropriations from the general fund for bond principal and interest repayment; the
other appropriations from the general fund don’t each provide that they may be used
only to the extent that there are sufficient funds in the general fund to pay off the
general obligation bonds. I believe the situation is similar with the transportation
fund. If you want to create some sort of priority language, you will need to address the
issue of exactly when the olher appropriation could be drawn upon;i.e., would you wait
until the end of each calendar quarter to see how much is left over after paying
principal and interest to determine what could be spent from the other appropriations?
Let me know what you think.

4. With respect to Reed’s second comment: Should we repeal and reenact the
petroleum inspection fee to create a closer nexus between the fee and PECFA? This
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is, I suppose, a possibility. I am unsure how much this would matter to a court. Ifit
is simply a matter of repealing and recreating the existing arrangement, I'm not sure
that such an action would be given much weight. To do so would seem to elevate form
over substance. The safest way create more of a nexus between the fee and the PECFA
program would seem tobe to “split” the existing petroleum inspection fee into a PECFA
fee (which would go only to PECFA) and a petroleum inspection fee (which would go
to the other programs funded by the inspection fee). If you want to go this route, let
me know how the fee should be split.

5. With respect to Reed’s third comment: The petroleum inspection fee may be
recharacterized as an excise tax. Ithink the fee is an excise tax, regardless of it being
called a fee. T haven’t done a whole lot of PECFA drafting (Becky Tradewell does these
drafts), but it is my understanding the the fee has long since ceased to only cover the
costs of petroleum inspections.

% %k %k %k Kk K k%

Asyou may know, I am transitioning my drafting responsibilities in the area of state
finance to another attorney in the office, Rick Champagne. I will be in the office on
Monday and Tuesday of next week (1/25 and 1/26), but hope to be able to be out of the
office on Wednesday (1/27) at a conference and hope to be able to be out of town from
Thursday afternoon (1/28) until Sunday morning (1/81). I have gone over the draft
with Rick; please feel free to contact him at 266-9930 in my absence. Thank you.

K. Scott Hubli
Administrative Services Manager
266-0135



