Recommendations:

Paper No. 211: Alternatives 2

Comments: This is the only cleanup program that uses
GPR. It's time to start whittling that down. Especially
since 90% of the applicants for the grants are commercial
operations (see middle of paragraph 4). FB explains why
Alternative 2 is a feasible option in paragraphs 10, 14 & 15.
(note: alternative 3 would also be ok, it is the same as alt
2, but doesn’t include the extra annual transfer to the
general fund).

Actually, any alternative would be fine, except for
maintaining current law. Alternatives 5 and 6 would
completely eliminate GPR funding for the Ag Chemical cleanup
program.

prepared by: Barry
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May 4, 1999 Joint Committee on Finance Paper #211

Agricultural Chemical Cleanup Program (DATCP)

[LFB 1999-01 Budget Summary: Page 96, #8]

CURRENT LAW

The agricultural chemical cleanup program (ACCP) SEG fund was split from the
agrichemical management SEG fund in the 1997-99 budget bill. ACCP fund monies are used
exclusively for grants for the cleanup of fertilizers and nonhousehold pesticides, including spills
occurring at commercial fertilizer blending facilities, commercial pesticide application
businesses and farm sites. Grants for up to 80% of cleanup costs have been provided 53% from
the ACCP fund and 47% from GPR for the past several years. The ACCP fund receives revenues
from industry fertilizer and pesticide license and tonnage surcharges. In the 1997-99 biennium
only, ACCP investment earnings were deposited to the general fund. Base funding for grants is
$4.1 million annually ($1,850,000 GPR and $2,238,600 SEG).

GOVERNOR

Reduce GPR funding for the cleanup of agrichemical spills by $1,171,300 in 1999-00 and
$350,000 in 2000-01. Under the bill, $2,917,300 in 1999-2000 and $3,738,600 in 2000-01 would
be appropriated for ACCP grants (from GPR and SEG). Further, transfer $500,000 from the
ACCP fund to the general fund in each year of the 1999-01 biennium only.

DISCUSSION POINTS
Background

1. DATCP may order a person responsible for an agrichemical discharge to take
corrective actions necessary to restore the environment to the extent practicable. If the responsible
person takes corrective action to clean up the discharge, the person may apply to the Department for
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reimbursement of eligible costs associated with the cleanup. Eligible applicants must demonstrate
to the Department that the discharge was promptly reported, the applicant is in compliance with
DNR and DATCP rules relating to agrichemical discharges and the costs incurred are reasonable
and are not reimbursable from insurance or other sources.

2. DATCP becomes aware of contaminated sites through: (a) corrective action orders
from DNR and DATCP as a result of identifying problem sites during investigations or monitoring
activities; and (b) facilities reporting spills and taking corrective actions. DATCP works with DNR
in determining which agency takes the lead on a cleanup and in determining a workplan for cleaning
up the site. DNR generally leads the cleanup when the site involves something other than an
agrichemical.

3. In general, two different types of sites exist: (2) newer spills, termed "acute spills,”
are generally low cost, narrow in scope, accidental in nature and can be cleaned up quickly; and (b)
spills that require long-term soil or groundwater remediation generally resulting from a slow
discharge over time, accumulated discharges that have occurred over time or large catastrophic
spills. Some of the long-term cleanups, primarily the catastrophic spills, are covered by insurance,
which reduces the reimbursements from the cleanup program.

4, DATCP regulates the cleanup of approximately 80 acute spills annually, few of
which exceed the grant program’ deductibles ($3,000 for farms and small businesses and $7,500
for larger commercial businesses). The Department estimates that 350 to 400 agrichemical facilities
will have to conduct some type of corrective action involving long-term remediation. In addition,
the Department believes that some farms, lawn care businesses, golf courses, greenhouses and
smaller sites may also be contaminated and require cleanups, generally at lower costs. The
Department is currently directing environmental cleanup (advising and reviewing cleanup
workplans and costs) at 220 agrichemical sites, of which about 200 are at commercial agrichemical
" facilities. The Department anticipates initiating cleanup or overseeing the voluntary cleanup of
approximately 45 long-term remediation sites annually over the next several years. Also, since
1994, DATCP has closed approximately 394 acute spill and 124 long-term investigation sites, most
of which had limited contamination problems.

5. Through April, 1999, the program has paid over 181 reimbursement claims at 119
different sites totaling approximately $6.5 million. Approximately 80% of these sites have not yet
been closed. In addition, some closed cases have yet to seek reimbursement.

Revenue§ and Expenditures

6. Agricultural chemical cleanup reimbursements from SEG (the ACCP fund) have
been lower than ACCP revenues. Table 1 portrays annual revenue and expenditure of SEG for
agricultural chemical cleanup reimbursements. Prior to 1997-98, surcharges providing SEG
revenues and corresponding cleanup reimbursement expenditures were made from the combined
agricultural management fund.
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TABLE 1

ACCP Fund under the Governor’s Proposal

1994-95 1995-96 1996-97 1997-98 1998-99*  1999-00*  2000-01*

Surcharge Revenues  $3,111,000 $3,111,000 $3,265,865 $2,755,959 Ox* O** Ot*
Interest Earned 506,906 552,706 439,529 324,576
Transferred to ‘

General Fund -506,906 -552,706  -500,000  -500,000

Cleanup Expenditures  -166,001 - -524,913  -707,272  -776,136  -1,354,962 -2,238,600 -2,238,600
Ending Fund Balance $11,514,844 $10,159,882 $7,860,811 $5,446,787

*Estimated
**Fee holiday
***¥Proposed fee holiday

7. Due to large balances in the funds, the 1997-99 biennial budget act temporarily
suspended all ACCP surcharges. The suspension of ACCP surcharges is estimated to cost the fund
$2.8 million in lost revenue in 1998-99 and $2.9 million in 1999-2000. At the expiration of the fee
holiday, surcharges are scheduled to return to their 1997-98 levels. However, DATCP has statutory
authority to reduce future ACCP surcharges by administrative ‘rule, as long as a $2 million to $5
million balance is maintained in the segregated cleanup fund. Surcharge levels established by the
Department can range between zero and the statutory maximum levels (the 1997-98 surcharge
levels). The Board of Agriculture, Trade and Consumer Protection approved a final draft rule to
extend the suspension of ACCP surcharges for an additional two years in April, 1999, which would
reduce revenues to the fund by an estimated $5.9 million in 2000-02.

8. In the 1997-99 biennium, grant funding for the cleanup of agricultural chemical
spills was authorized totaling $3,400,000 GPR in a biennial appropriation and $4,477,200 SEG in a
continuing appropriation from the ACCP fund. Between July 1, 1997 and June 30, 1998, the
Department spent $776,000 SEG and $688,000 GPR. It is estimated that the Department will spend
an additional $1.35 million SEG and $1.2 million GPR in 1998-99. Approximately $1.3 million
GPR will lapse from the biennial appropriation at the end of 1997-99.

9. Historically, grant activity has been lower than anticipated, resulting in a $3.1
million directed lapse of unexpended GPR from the program to the general fund in 1995-96 and an
additional $3.3 million in the beginning of 1997-98. However, it is projected that grant
reimbursements will increase by 75% in 1998-99 over the previous year. Part of this increase is due
to a provision requiring that to be reimbursable, cleanup costs must have been incurred within three
years of the application date or by October 14, 2000, whichever is later. Owners of some sites
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cleaned up in the earlier part of the decade are only now applying for reimbursement, in order to
meet the October 14, 2000 deadline. Table 2 portrays actual and anticipated grant amounts, by
funding source.

TABLE 2

Agricultural Chemical Cleanup Reimbursements

Percent
Year SEG GPR Total Increase
1994-95 $166,000 $609,800 $775,800 -
1995-96 524,900 465,500 990,400 28%
1996-97 707,300 627,200 1,334,500 35
199798 : 776,100 688,300 1,464,400 10
1998-99 est. ] 1,355,000 1,201,600 . 2,556,600 75
1999-2000 est. 2,238,600 678,700 2,917,300 14
2000-01 est. 2.238.600 1,500,000 3,738,600 28
Total $8,006,500 $5,771,100  $13,777,600

10.  Under the Governor’s recommendation, to reduce GPR funding for the cleanup of
agrichemical spills would require more spending from the ACCP fund in 1999-2000 than the 53%
currently allotted. The Governor’s proposal would fund 77% of cleanups from the ACCP fund and
73% from GPR in 1999-2000. The Committee could consider adjusting appropriation amounts and
continuing to fund cleanups at 77% SEG and 23% GPR in 2000-01, rather than 60% SEG and 40%
GPR under the bill. This alternative would reduce base GPR funding by $2,161,400 and increase
SEG spending authority by $640,100 (a $640,100 GPR reduction and identical SEG increase to the
bill).

11. DATCP has estimated expenditures at $4,259,100 in 1999-2000 and $3,196,800 in
2000-01. However, grant activity consistently has been lower than the agency has anticipated. If
DATCP receives higher reimbursement requests than provided by the bill, the Department could
request additional expenditure authority under the section 13. 10 process.

Transfer of Funds

12.  The Govemnor's proposal would also reduce the ACCP fund balance by transferring
$500,000 in each year of the 1999-2001 biennium from the ACCP fund to the general fund. The $1
million would be slightly less than the amount transferred under the 1997-99 budget act, which
required that interest accumulated to the ACCP fund for the two-year period be deposited to the

general fund.

13.  The surcharges deposited to the ACCP fund were paid for by fertilizer and pesticide
businesses, with costs being passed on to their customers, many of whom are involved in
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agricultural industries, including farming. Many of these individuals believe monies provided for
agrichemical purposes should be used accordingly, and not deposited to the general fund.

14.  Conversely, GPR is also provided for cleanups. The ACCP grant program is the
only state program that contains GPR funding for remediation of environmental contamination in
which the responsible party is known. Similar cleanup programs such as the PECFA program and
DNR’s environmental repair programs are paid for through segregated revenues (for example, fees
on petroleum products and various landfill tipping fees, waste generator fees, sanitary permit
surcharges and reimbursements from responsible parties for state-funded cleanups).

15.  Farther, it could be argued that fees paid by the agrichemical industry should pay for
the entire cost of the cleanup program, because: (a) these facilities are responsible for the
contamination that exists at their sites and (b) a general fund subsidization of the cleanup cost
associated with the use of agrichemical products results in market distortions since the purchaser
does not pay the true costs associated with the use of the product.

16. The Committee could consider eliminating the GPR appropriation and entirely

funding the program from ACCP fees. DATCP officials indicate that reimbursements for

agrichemical spill cleanups may peak in 1999-2000 before beginning to decrease in 2000-01, since
only costs incurred for spills cleaned up within three years of the application date are eligible for
reimbursement. Further, it is estimated that the Department could collect $3 million annually in
ACCP fees once the fee holiday is ended. Therefore, the ACCP fund could fully support the
program with currently authorized surcharges, without the need for GPR. Including the two-year
extension of the fee holiday proposed by DATCP rule and the transfer of $500,000 in each year of
the biennium to the general fund under the bill, this option (Alternative 4) would maintain an
estimated $3.2 million balance in the fund on July 1, 2001. The balance would be $4.2 million if the
Govemnor’s recommendation to lapse $1 million from the fund were not adopted (Alternative 5).

17.  Conversely, the Agricultural Chemical Cleanup Council has argued that the general
public should contribute to the costs of cleanup because they have benefited from the use of
pesticides and fertilizers through both lower food prices and higher quality foods.

ALTERNATIVES TO BASE

1. Approve the Governor’s recommendations to (a) reduce GPR funding for the
cleanup of agrichemical spills by $1,171,300 in 1999-2000 and $350,000 in 2000-O1 and (b)
transfer $500,000 from the ACCP fund to the general fund in each year of the 1999-01 biennium.

Alternative 1 ‘ GPR SEG TOTAL
1999-01 REVENUE (Change to Base) $1,000,000 - $1,000,000 $0
[Change to Bill $0 $0 $0j
1999-01 FUNDING (Change to Base) - $1,521,300 $0  -$1,521,300
[Change to Bill $0 $0 $o0j
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2. Delete $1,171,300 GPR in 1999-2000 and $990,100 GPR in 2000-01 and provide
$640,100 SEG in 2000-01, require DATCP to distribute agrichemical cleanup grants using 77%
SEG and 23% GPR and transfer $500,000 from the ACCP fund to the general fund in each year of
the 1999-01 biennium.

Alternative 2 GPR SEG TOTAL
1999-01 REVENUE (Change to Base) $1,000,000 - $1,000,000 $0
[Change to Bill . $0 $0 $0J]
1999-01 FUNDING (Change to Base) - $2,161,400 $640,100 - $1,521,300
. [Change to Bill - $640,100 $640,100 $0j

3. Delete $1,171,300 GPR in 1999-2000 and $990,100 GPR in 2000-01 and provide
$640,100 SEG in 2000-01 and require DATCP to distribute agrichemical cleanup grants using 77%
SEG and 23% GPR. (No lapse from the ACCP fund would be required.)

Alternative 3 GPR SEG TOTAL
1999-01 REVENUE (Change to Base) $0 $0 $0
[Change to Bill - $1,000,000 $1,000,000 $0]
1999-01 FUNDING (Change to Base) -$2,161,400 $640,100 - $1,521,300

’ [Change to Bill - $640,100 $640,100 $0]

4. Eliminate $1,850,000 GPR in each year of the biennium and delete the appropriation
to eliminate GPR funding for the program. Further, increase expenditure authority from the ACCP
fund by $678,700 SEG in 1999-2000 and $1,500,000 SEG in 2000-01 to fund reimbursement grants
for agrichemical cleanups fully from the segregated ACCP fund. Finally, transfer $500,000 from the
ACCP fund to the general fund in each year of the 1999-01 biennium.

Alternative 4 GPR SEG TOTAL

1999-01 REVENUE (Change to Base) $1,000,000 - $1,000,000 $0
[Change to Bill $0 $0 $0j

1999-01 FUNDING (Change to Base) - $3,700,000 $2,178,700  -$1,521,300
[Change to Bill - $2,178,700 $2,178,700 : $0]

5. Eliminate $1,850,000 GPR in each year of the biennium and delete the appropriation
to eliminate GPR funding for the program. Further, increase expenditure authority from the ACCP
fund by $678,700 SEG in 1999-2000 and $1,500,000 SEG in 2000-01 to fund reimbursement grants
for agrichemical cleanups fully from the segregated ACCP fund. (No lapse from the ACCP fund
would be required.)
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Alternative 5

GPR SEG TOTAL
1999-01 REVENUE (Change to Base) $0 $0 $0
[Change to Bill - $1,000,000 $1,000,000 $0]
1999-01 FUNDING (Change to Base) - $3,700,000 $2,178,700 - $1,521,300
[Change to Bill - $2,178,700 $2,178,700 $0]
6. Maintain current law.
Alternative 6 GPR SEG TOTAL
1899-01 REVENUE (Change to Base) $0 $0 $0
- [Change to Bill - $1,000,000 $1,000,000 $0j
1999-01 FUNDING (Change to Base) $0 $0 $0
[Change to Bill $1,521,300 - %0  $1,521,300]

Prepared by: David Schug
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BURKE N A
DECKER N A
JAUCH N A
MOORE N A
SHIBILSKI Ny A
PLACHE NA
COWLES N A
PANZER N A
GARD N A
PORTER N A
KAUFERT N A
ALBERS N A
DUFF N A
WARD N A
HUBER N A
RILEY N A
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