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® Comments:

Al,

I decided to B.ave crow for supper and just faxed out the enclosed notice to our members,
1 am afraid that they wouldn’t see the correction in the newsletter at the end of the month,
1 didn’t include a request for anyonc to call you back because T wasn’t sure that you still
wanted to talk o them. I did make a note in my file to dauble\chcck all numbers and

to encourage people to leave their phone numbers so the legislator can call them back.
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WF CA Alert Aﬁgust 16, 2001

A free service to the Membenrs of the Wisconsin Fertilizer and Chemical Association
2317 International Lane, Sulte 115, Madison, WI 53704, Ph: 608-249-4070 Fax: 608-249-5311

The Alert faxed t¢ you earlier this afternoon contained an incorrect number.

The first sentence should have read, “The DATCP has proposed that a ,75% surcharge on
pesticides be retroactive to October 1, 2000, even though the industry has not been able to collect
the surcharge on sales made during that time.”

We incorrectly stated the percent to be 1.3%. The rule will reinstate the surcharge to 1.3% for
the 2002 registration year, but only .75% will be retroactive to October 1, 2000,

Representative Ott was asked to kill only the retroactive portion of the surcharge. The WFCA is
not opposing the reinstatement of the fees to the level they were at before the current surcharge
moratotium to .2%. We only object to making any fees retroactive,

Our apologies to the Department of Agriculturc, Trade and Consumer Protection and to

~ Repregentative Qi;t for any djfﬁeuities this error may have caused them and their staff,
If'you have any QueStiaiis about this please foel free to Betsy at 608-249-4070 or Amy at
608-294-5450,
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State of Wisconsin
Scott McCallum, Governor
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Department of Agriculture, Trade and Cunsumer Protection
James E. Harsdorf, Secretary
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Kestell, Steve
Thursday, August 16, 2001 11:54 AM
To: Napralla, Erin

Subject:  RE: Agriculture Committee Public Hearing/Executive Session Notice - CANCELED

While | understand the need to keep the program funded | strongly oppose the retroactive nature
of the rule. Can't we do something about that part of the rule?

Steve Kestell C w \/@\{ m Zﬁ - %5%@

-----Original Message----- —
From: Napralla, Erin S —
Sent: Wednesday, August 15, 2001 1:25 PM
To: Stigler, Ken; Krieser, Steve; *Legislative All Assembly; *Legislative All Senate; Nussbaum, Jody;
Hauser, Matt; Neher, Nicholas J DATCP :
Subject: Agriculture Committee Public Hearing/Executive Session Notice - CANCELED

<< File: E20010816001_.doc >
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WFCA LegiSlﬂtive Alert August 16, 2001

A free service to the Memhers of the Wisconsin Fertilizer and Chemical Association
2317 International Lane, Suite 115, Madison, W1 53704, Ph: 6084497;4070 Fax: 608-249.53112

S

Help Needed Immediately
To stop a retroactive Agricultural Chemical Cleaxiup Program surcharge

Issue .75' @i@

The DATCP has proposed that the 1.3% surcharge on pesticides be retroactive to October 1, 2000,
even though industry has not been able to collect the surcharge on sales made during that time.

At a public hearing on Thursday August 2, Representative A} Ott, chair of the Assemnbly Agriculture
Committee promised industry that his committee would kill the incréase. He scheduled a meeting of
the committee for today, August 16, to do that, Yesterday afternoon he canceled the meeting and
has reneged on his promise.

; ot
Pick up the Phone Now f //

Amy Winters has met with Assembly Speaker, Scott Jensen’s staff and asked for their help. S?!eaker
Jensen has the ability to help us kill the retroactive portion of the increase. We need you to call the
speaker’s office and emphasize how important this is and that you support it. Call right now, time is of

1D Spéaiﬁer 'J'éns’en’s phone is 608-265?3387 :f he is not availabié ask to speak to his staff person
Adam. You may also fax your comments 1o Speaker Jensen at 608-266-51 23.

2) Antached is a list of Assembly Ag Committee members. Phone calls or faxes to them wounld also be
helpful, especially if your legisator is on the committee. '

Background Vi

When the Ag Chem Cleanup Program began in 1993 it was funded 52% by a surcharge on chemicals,
licenses and fertilizer and 48% by tax dollars (GPR). It quickly roséito an unspent balance of over $8
million and, at industry’s request, a fee moratorium decreased the surcharges until the fund had been
spent down. At the same time the legislature took back the unspent GPR, then they took interest
generated by the fund and finally they ceased comtributing tax dollars and stole $2 million dollars of

surcharge money from the fund, For this reason the fund is projected to be out of money by the end of
2002. i

To keep the fund operational the Department of Agriculture, Trade, and Consumer Protection
(DATCP) has introduced a rule change to increase the surcharges to their level before the moratorium.

i

i
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WFCA Legislative Alert August 16, 2001

A free service to the Members of the Wisconsin Fertilizer and Chemical Association
2317 International Lane, Suite 1 15, Madison, W1 53704, Ph: 608—2697;4070 Fax: 608-249-5311

Helg Needed Immediately

To stop a retroactive Agricultural Chemical Cleaﬁup Program surcharge

Issue

The DATCP has proposed that the 1.3% surcharge on pesticides be retroactive to October 1, 2000,
even though industry has not been able to collect the surcharge on sales made during that time.

At a public hearing on Thursday August 2, Representative Al Ott, cHair of the Assembly Agriculture
Commiittee promised industry that his committee would kill the incréase. He scheduled a meeting of
the committee for today, Angust 16, to do that, Yesterday afternoon he canceled the meeting and
has reneged on his promise.

Pick up the Phone Now

Amy Winters has met with Assembly Speaker, $cott Jensen’s staff and asked for their help. Speaker
Jensen has the ability to help us kill the retroactive portion of the increase. We need you to call the
speaker’s office and emphasize how important this is and that you support it. Call nght now, time is of
the essence. . i ) .

1) Spéé.kér Jensen's phone is 608-266-3387 if he is not available ask to speak to his staff person
Adam. You may also fax your comments 1o Speaker Jensen at 608-266-5123.

’ 2) Antached is a list of Assembly Ag Committee members. Phone cills or faxes to them would also be
helpful, especially if your legislator is on the committee. '

Background

When the Ag Chem Cleanup Program began in 1993 it was funded 32%bya surcharge on chemicals,
licenses and fertilizer and 48% by tax dollars (GPR). It quickly roseito an unspent balance of over $8
million and, at industry’s request, a fee moratorium decreased the surcharges umil the fund had been
spent down. At the same time the legislature took back the unspent GPR, then they 100k interest

generated by the fund and finalty they ceased contributing tax dollars and stole 32 million dollars of
surcharge money from the fund, For this reason the fund is projected to be out of money by the end of
2002. .k :

To keep the fund operationa] the Department of Agriculture, Trade, and Consumer Protection
(DATCP) has introduced a rule change to increase the surcharges o their level before the moratorium.
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Member:

Conservation & Land Use
Consumer Affairs
Natural Resources
Utilities

‘Chairman:
Agriculture Committee

Al Ott

State Representative e 3rd Assembly District

TO: MEMBERS OF THE ASSEMBLY COMMITTEE ON AGRICULTURE
FROM: Representative Alvin Ott, Chair
RE: Rules Relating to the Agricultural Chemica] Clean Up Program Surcharge Fees

DATE:  August 15, 2001

As you know, I have cancelled the meeting of the Assembly Committee on Agriculture
scheduled for Thursday, August 16, 2001. The only issue before the committee at that meeting was to
be the potential for a committee request to modify Clearinghouse Rule 01-021, relating to the
Agricultural Chemrcal Clean Up Program surcharge fees The 1ssue m the rule relates to SECTIONS 1
’and 2, which impose fees on manufacturers based on product sales that occur prior to the effective date
of the rule. I would like to tell you why I decided to cancel the hearing and to let you know what I plan

to do in the future.

As you will recall from my comments at the August 2™ hearing, I am sensitive to any proposal to
impose fees or other requirements retroactively. There is an important issue of fairness here and, under
most circumstances, I do not support retroactive requirements. However, it is done occasionally.
Ultimately, the need to do so in this instance was created by the Legislature in its taking of funds from
the program for other purposes. Although it is not an ideal solution to impose fees retroactively, all of

the issues related to this subject lead me to believe that letting this rule proceed is the best alternative.

Office: PO. Box 8953 » Madison, W1 53708 e (608) 266-5831 ¢ Toll-Free: (888) 534-0003 e Rep.Ott@legis.state.wi.us
Home: P.O. Box 112 e Forest Junction, WI 54123-0112 (920) 989-1240
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The following are some of my reasons for making this decision:

* Agricultural producers, along with the enviornment, are the beneficiaries of this program.
The program is now under-funded and payments are being delayed. This program should
be sufficiently funded to meet the needs of the producers, and the rule makes progress

toward that goal.

* The rule was offered by the Department of Agriculture, Trade and Consumer Protection

(DATCP) Board as their solution to a short-term funding problem in the Agricultural
Chemical Clean Up Program. The board members made this decision with care and in
what they believe are the best interests of the agricultural community in Wisconsin. I

respect their decision to take a leadership role on this issue.

* The Legislature took “surplus” funds from this program in the past, which has helped to
create the problem this program faces today. There does not appear to be any chance

‘now to obtain general purpose revenue funds for this program. Therefore, additional fees

are the only way to keep the program solvent.

* Any delay in collecting fees for this program will only delay the time when the fund can
be made solvent and will require larger fee increases later than would be necessary if the

rule proceeds now.

Upon considering all of these issues, it is my opinion the rule should proceed. I hope that
members of the committee will support me in this decision. Of course, if you have any questions, I

would be happy to discuss them with you.
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It is also clear that even if this rule proceeds, statutory changes are going to be necessary.
DATCP plans to consider statutory changes to the fees for the Agricultural Chemical Clean Up Program
in the 2003 budget. I have made a commitment to draft legislation as soon as possible and to introduce
it in the current session. Overall, the purpose of the legislation will be to increase fees to the amount
necessary to fully fund the program and to avoid any future need to impose fees retroactively. This bill,
when it is scheduled for a public hearing, x;vill give members of the committee an opportunity to revisit

all of these issues and have a thorough discussion of the subject.

AO:tr




WISCONSIN LEGISLATIVE CouNCcIL
STAFF MEMORANDUM
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TO: REPRESENTATIVE ALVIN OTT
FROM: David L. Lovell, Senior Analyst

RE: Clearinghouse Rule 01-021, Relating to Agricultural Chemical Clean-Up Fund Fee
Surcharges; Options for Committee Action and Their Potential Fiscal Impacts

DATE:  August 14, 2001

On August 2, 2001, the Assembly Committee on Agriculture and the Senate Committee on
Labor and Agriculture held a joint hearing on Clearinghouse Rule 01-021, relating to Agricultural
Chemical Clean-up Fund fee surcharges. At the hearing, concern was expressed regarding portions of
the rule and various courses of action were discussed, but the discussion ended with some uncertainty
regarding the potential fiscal impacts of those actions. This memorandum provides information
regarding those fiscal impacts. ~ '

BACKGROUND

Under current law, the Agricultural Chemical Clean-Up Fund is funded through surcharges on
fees paid by various parties involved in the manufacture and sale of agricultural chemicals. Also under
current law, the collection of fee surcharges is suspended until January 1, 2003. CR 01-021, proposed
by the Department of Agriculture, Trade and Consumer Protection (DATCP), would resume the

collection of the fee surcharges on January 1, 2002, one year ahead of the schedule under current law.

The attached table shows the revenues that are generated by fee surcharges. It shows the source
and basis of the surcharges and the revenues that would be deposited in the Agricultural Chemical
Clean-Up Fund in 2002 under current law, in 2002 if CR 01-021 takes effect and in 2003. (CR 01-021
does not affect the revenues that will be collected in 2003.)

Rows A and B of the table show the revenues from surcharges on fertilizer production and sales.
These amounts are not affected by CR 01-021. '

Rows C to E show the revenues from surcharges paid by pesticide dealers and applicators.
These are surcharges that are added to annual license fees.

e
One East Main Street, Suite 401 » P.O. Box 2536 » Madison, WI 53701-2536

(608) 266-1304 * Fax: (608) 266-3830 » Email: leg.council @legis.state. wi.us

http:/fwww.legis.state. wi.us/lc

e e
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Rows F to H show the revenues from surcharges paid by pesticide manufacturers and labelers.
These fees are in three tiers, based on the volume of sales of the manufacturer or labeler in the year
before the surcharge is paid: manufacturers and labelers who have less than $25,000 in annual sales
must pay a surcharge of $5; those with sales between $25,000 and $75,000 must pay a surcharge of
$170; those with sales in excess of $75,000 must pay a surcharge equal to a specified percent of those
sales. Manufacturers and labelers in the third tier collect the revenues for payment of the surcharge from
their customers at the time that the products are sold. Those in the other tiers do the same and
supplement the revenues by whatever amount is necessary to equal the required amount of the
surcharge. (DATCP staff indicate that the surcharge amount for the two lower tiers is consistently more
than the percentage of sales required for the third tier and so the amount collected does not exceed the
amount of the surcharge.)

Because the fee surcharges collected from pesticide manufacturers and labelers are based on the
past year’s sales, the manufacturers and labelers have observed that reinstitution of the surcharges now,
at the end of the year on which the first surcharge will be based, does not allow them the opportunity to
collect those revenues from customers at the time of sale. For this reason, they are characterizing the

surcharges that would be collected in 2002 as “retroactive” and are suggesting that this surcharge not be

reinstituted until 2003, as provided under current law. In response, DATCP staff note that they
informed the manufacturers and labelers that the surcharge would likely be reinstituted in 2002, but that
DATCP did not know the level at which the surcharge would be set. They indicate that they advised the
manufacturers and labelers to collect the required revenues in anticipation of this, but that they do not
know how many manufacturers or labelers did so.

OPTIONS AND THEIR F1sCAL EFFECTS

Several courses of action for the legislative committees reviewing CR 01-021 were discussed at
the August 2 hearing. ' :

First, the committees could take no action and allow the DATCP to promulgate the proposed
rule. If the rule were promulgated as proposed, the fee surcharges, including the surcharges on fertilizer
production and sales, would generate $2,059,550 in revenues for the Agricultural Chemical Clean-Up
Fund in 2002, as shown in the table. Any manufactures and labelers who had collected revenues at the
time of sales over the past year, in anticipation of this rule change, would pay the surcharge from those
revenues. Those who had not done so would be required to pay the surcharge from other revenues in
their control. Presumably, they would recover those costs in the price of products sold in the next year,
at the same time that they would be collecting funds from the same customers for payment of the next
year’s surcharge.

Second, the committees could object to the rule in its entirety. If the objection were ultimately
upheld by the Joint Committee for Review of Administrative Rules or if the review process extended
beyond the point when DATCP could promulgate the rule by January 1, 2002, the only revenues that
would be generated for the Agricultural Chemical Clean-Up Fund in 2002 would be the $500,000
generated by the surcharges on fertilizer production and sales. Under this option, the state would forego
$1,559,550 compared to the first option.

Third, the committees could request that DATCP modify the rule to delay the reinstitution of
surcharges paid by pesticide manufacturers and labelers until 2003, as under current law, while
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reinstituting the surcharges paid by pesticide dealers and applicators in 2002. If DATCEP agreed to such
a modification, the Agricultural Chemical Clean-Up Fund would receive $691,650 in new revenues in
2002 from the surcharges on fertilizer production and sales and on pesticide dealers and applicators.
Under this option, the state would forego $1,367,900 compared to the first option. This option would
provide the state only $191,650 more than the option of objecting to the entire rule.

Under either the second or third option, the committees could also go on record in support of a
request by the DATCP under s. 13.10, Stats., for a supplement of general purpose revenues to the
Agricultural Chemical Clean-Up Fund to replace the foregone revenues. This request could be justified
in part on the fact that there have been several transfers of funds from the Agricultural Chemical Clean-
Up Fund to the general fund in recent years. As was noted in the committee’s discussion, the likelihood
of such a request being granted and the impact of the committee’s support of such a request on that
outcome are both unknown.

If you have any questions regarding CR 01-021, please contact me at the Legislative Council
Staff offices.

DLL:wu;ksm

Attachment
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Wisconsin Federation of Cooperatives

131 West Wilson Street, Suite 400, Madison, WI 53703
Phone: 608.258.4400 Fax 608.258.4407 www.wfcmac.org wicmac@wfemac.org

August 2, 2001

TO: Members, Senate Committee on Labor & Agriculture
Members, Assembly Committee on Agriculture

FROM: John Manske, Director of Government Relations

RE: Clearinghouse Rule 01-021, relating to Pesticide Fee Surcharges for
Agricultural Chemical Cleanup Program (ACCP)

Background:

The Wisconsin Federation of Cooperative’s (WFC) involvement with the Agricultural
Chemical Cleanup Program (ACCP) extends back to when we were advocating for the
creation of the program. Our farm supply cooperatives were early believers that a state
program would be a necessary step in creating a public-private partnership to clean up
contaminated agronomy sites. The thought was Wisconsin would follow Minnesota’s
first statewide government-instituted agronomic site remediation program. Another hope
was that lessons learned from Wisconsin’s costly PECFA program would not be
replicated in an ACCP. The goals of program advocates included helping to safeguard
and improve the environment in rural Wisconsin at the same time that businesses and
individuals would receive assistance in their remediation efforts. The Legislature
approved the proposal in the early 1990s. The Wisconsin program justifiably began with
a legislative commitment to help support the program with approximately 50% GPR
funding.

WFC continues to support the ACCP as a necessary program to help property
owners with the costs of cleaning up these contaminated sites, Cooperatives, other
farm supply businesses and individual land owners have shared over $13.5 million
in payments from the program since it began reimbursing eligible claimants in fiscal
year 1994-95, If our foresight was as keen as our hindsight, no one in state government
or the “ag chem” industry would have recommended collecting as much as was collected
for the ACCP from the program’s beginning. A large and growing ACCP fund balance,
combined with a tight state general fund situation, resulted in successive legislative raids
from the segregated account, and withdrawal of partial-GPR funding. Now, in 2001,
DATCP projections are that even with the surcharge adjustments being advanced in
Clearinghouse Rule 01-021, “annual reimbursement claims will exceed new surcharge
revenues by approximately $400,000 to $700,000 per year.”

Comments on the current ACCP situation and the Clearinghouse Rule 01-021:
*  WFC supported the proposed ATCP 29 fee changes when they were at public hearing
March 28 of this year. We also pledged to work with legislators in efforts to restore




state general funds to the ACCP. Needless to say, efforts to get legislative support for
restoring GPR to this program during the recent budget action came up short.

WEFC and its members continue to believe the program merits both public and
industry funding sources.

® We do not want the fund to go into deficit. Our experience with members who had to
wait up to three years for PECFA program reimbursement leads me to believe that no
one who supports the ACCP would desire any significant reimbursement backlog for
the program.

* It cannot be certain that DATCP projections for program funding and reimbursement
will mirror actual outcomes, though the opportunity for wide variances in projections
and results is now less likely since all older eligible claims have been submitted for
reimbursement.

® Many WFC members are not pleased with the fact that product sales fees are to be
collected retroactively on pesticides already sold. It is anything but a good business
practice and it reflects a fault of the law and collection system whenever fees are
“turned back on,” as is being proposed in CR 01-021. The system results in
“somebody holding the bag” for a fee that has legal standing after the product is
already sold.

WEFC supports Clearinghouse Rule 01-021, though we must communicate member
disagreement with the retroactive application of the pesticide product fee. It is
unclear if there is a fiscally and politically viable solution to that concern that also
ensures adequate funding for the ACCP program for the biennjum.

* Thank you for considering my comments on behalf of our farm supply members.
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Fhone: 805-943-8353 Testimony by Betsy Ahner, Executive Director,
LIt SANDERS, Vice-President Wisconsin Fertilizer and Chemical Association

Delong Company

1 Deico Drive
Clinton, Wi 53525
Phone: 608-676-2255

et DrHINE, Treasurer The Wisconsin Agricultural Chemical Cleanup Program is an excellent example
o Helena Road of a well intentioned, carefully crafted, industry supported program that has gone
Fhone: 608-555-2536 awry due to legislative tinkering and broken promises.

;Ej‘ip%ENDER, Sacretary

Nir oy bres Drlve The purpose of the Ag Chem Cleanup Program is to protect Wisconsin’s

Frone s T s groundwater by providing the means to clean up chemical spills on farms, ag
SeH dealerships and even golf courses. The funding was split almost 50 — 50 between
e e agriculture and the public, which was represented by GPR dollars. The writers of
e sees os the program observed the problems that PECFA was having and designed a very
Aarins o conservative cost share program that would avoid PECFAs financial dilemma.

PO Box 64088
8t. Paul, MN 55164
Phone: 851-451-5421

Unfortunately, they did their Jjob too well, and in 1995 the program had a fund

?f%:g CooSeeyesens balance of over $8 million and climbing. It became a very tempting pot of money

138 im Sire . . . .

West Salom, Wi 54660 for a legislature that was struggling to maintain a balanced budget.

Phone: 608-786-1100

KENT SYT1 . .

A Siisten‘g The first raid on the fund occurred when, over our protests, the finance committee

90 Lynne Trail

gr&g(jﬂ\, W1 53675 5424 took back all unspent GPR. Then they took back the unspent GPR and $800,000

nione: 608-835-2341 . . . ..

S m interest. Finally, in the last budget they totally eliminated the GPR and took $2

i;%;;?ﬁ“‘ N million dollars from the principal. It was $2 million dollars right out of the

Auroravile, Wi 54923 pockets of Wisconsin’s farmers.

Phone: 920-361-2750

DOUG YaPp . . .

Ven Diest Sugpty Corany Now in the middle of the worst crop year of the decade, we are faced with a

Independence, W1 54747-9019 retroactive reinstatement of the ACCP surcharge. This surchar e will cost

Phone: 715-985-2170 W . . ltu . d $1 5 ,ll g d 11 Y g h h
) 1sconsin agriculture an estimated $1.5 million dollars. You might argue that the

DAN ZIERKE " . . . . .

FS Cooperative farmers won’t be paying the bill, the chemical companies will. But the chemical

paymg p

PO Box 98

companies will pass it down to the distributors, who will pass it to the dealers,
who will pass it to the farmers, who are going out of business at an alarming rate.

1525 Observat y D ) . X .
Madison, Wi 50706 The ‘WFCA opposes the retroactive surcharge and asks that you object to this
portion of the rule.

JOHN WEDBERG, Advisor
UW-Dept. of Entomology
237 Russel Labs

Madison, Wi 53708

Phone: 808-262-3226
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COMMITTEES ON AGRICULTURE
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Testimony of Amy Winters, Vice President of Government Relations for the Wisconsin
Agribusiness Council and contract lobbyist for the American Crop Protection Association, the
Wisconsin Fertilizer and Chemical Association and the Wisconsin Christmas Tree Producers.

Chairman Ott, Chairman Hansen, members of the committee, thank you for the opportunity to
testify on clearinghouse rule 01-021 pertaining to pesticide license fee surcharges.

Although we are very supportive of the Agricultural Chemical Clean-Up Program (ACCP), we are
agitated about how the fund has been handled since the programs inception in 1993 and are
vehemently opposed to the retroactive nature of the fee increase in the clearinghouse rule.

The legislature’s action to remove $2 million in surcharge fees and transfer it to the general fund
and depleting all the GPR from the fund in the last biennial budget was an unconscionable act; to
now increase the fees and make them retroactive is intolerable.

The industry is already facing a $1 million fee increase effective in February of 2003 for the
agrichemical management fund (ACM). The combined ACCP surcharges and pending ACM fee
increases would be a combined fee increase of over 60%. This is an undue hardship on the industry
and is contrary to the original legislative intent of the ACCP program that was set up as a cost share
program with matching state funds.

We request that the committees take action to oppose the retroactive nature of this fee and refer the
rule to the Joint Committee for the Review of Administrative Rules. As Secretary Harsdorf has
agreed to do everything he can to prevent the rule from being retroactive, it is only fair to the
companies and producers that have provided funding for this program to have the rule reviewed
further to prevent unnecessary economic hardship.

The ACCP program has initiated more than 400 long-term cases and another estimated 450
commercial sites still need to be investigated. Of those already initiated, 180 have been cleaned up
and closed, and the remaining 220 cases are currently being addressed. The program also cleans up
about 75 one-time agri-chemical spills, such as traffic accidents and equipment failures, each year.
This program is important to the economic well being of the agricultural industry and to the health
of Wisconsin’s environment. We implore you to show Wisconsin producers and agribusinesses that
the legislature will live up to its commitment to this program.

In addition to our objection of the retroactive aspect of the rule, we also request that the ag
committees review the program structure to determine what safeguards may be put in place to

A Unified Voice for Agriculture




protect the fund in the future and to determine if the current statutory requirement that the fund
remain between $2 million and $5 million is still appropriate.

No other state has product registration fees as high as ours. The fee in 42 states ranges from 15.00
to $200.00 per product. Wisconsin fees are $300 to $3000 per product registered. In Illinois, the
total annual cost to register 30 popular pesticides is $3,000, in Wisconsin; the cost is $1.2 million!
This difference is compounded by comparing our 3.4 million acres of corn in Wisconsin with
Illinois’s 10.9 million acres of corn.  That is 3 times the acres for 0.125% of the crop protection
cost.

Thank you for your time and attention to this important issue.




Testimony of
Nicholas J. Neher, Administrator
Agricultural Resource Management Division
Of the
Wisconsin Department of Agriculture, Trade and Consumer Protection
Before the
Assembly Agriculture Comnmittee, and the
Senate Labor and Agriculture Committee

Clearinghouse Rule #01-021
Agricultural Chemical Cleanup Program Surcharge Fees

Good morning. I am Nick Neher, Administrator of the Agricultural Resource
Management Division of the Wisconsin Department of Agriculture, Trade and Consumer
Protection. My Division is responsible for administration of the Agricultural Chemical
Cleanup Program. Thank you for the opportunity to appear before you today.

Cleanup of fertilizer and pesticide spills is needed. This is a point of general agreement

and this will continue regardless of this rule. What this rule is designed to assure is that
funding is available for those facilities that are undergoing a cleanup. Without this rule

change the fund will be at or near a zero balance by next June. Those facilities involved
in cleanups, cleanups they know they need to do, will feel the effect very soon.

Today’s rule was prepared under the direction of our current statute. This statute directs
us to adjust industry surcharges as necessary to maintain a fund balance between $2
million and $5 million, while it also establishes maximum surcharge amounts. During
the past fiscal year our balance dropped rapidly to near the minimum. This rule is
necessary to begin recharging the depleted fund.

This rule will generate $1.56 million in the current fiscal year. This amount is consistent
with the rule we brought to public hearing, and we believe it is the most that we can
collect this year without facing a legal challenge that could delay the rule. Industry has
already expressed concem that this rule imposes fees on products that have already been
sold. With the rule, the fund will end the year at a balance of more than one million.
Without the rule we will be near or below zero. Either with or without the rule we are
unable to end this year above the $2 million minimum balance that the statute asks.

This rule also resumes the maximum fee collection beginning next year. The maximum
fee would apply on fertilizers sold since this July 1 and on pesticides sold after October 1,
2001. At this maximum surcharge rate allowed by statute, the potential revenues are
estimated at $2.7 million. This is still less than the $3.1 to $3.4 million that we face in
annual expenditures. Again, our maximum surcharge authority does not allow us to
comply with the $2 million minimum. The fund will run out of money by the end of the
biennium.




The only means of resolving the issue are legislative. The Department is in the process
of convening an advisory committee, to discuss long-term options for addressing ACCP
funding. We have also explained to our Department Board that we only see three options
for resolution:

e Resumption of GPR contributions toward these cleanups, consistent with the early
direction of the program, and in recognition of the general benefits these cleanups
have on Wisconsin’s small community economies and on the environment.

e Increases in the maximum surcharge fees allowed by the statute. This increase would
be in the tail wind of the fee increases imposed by this rule, plus $1 million of
increases to the base fees that are already on the books for next year.

e Reduce the fees collected from this industry that are currently diverted to the
environmental fund and instead deposit this amount in the ACCP Fund. The industry
is paying more in fees toward DNR’s environmental fund now than they did before
DATCP established its lead role on these environmental programs.

Each of these options presents its own challenges and we expect some tough discussions
when we return to you. While funding the program is a challenge, no one thinks we
should stop cleaning up the contamination. We believe that our program is effective,
efficient and necessary. While no facility likes spending money to clean up a problem
that is not directly visible, they do believe we treat them fairly. They also tell us that
knowing their cleanups will be reimbursed is the best means of assuring the cleanups will
happen. Likewise, consultants regularly comment that we watch both the budgets and
technical expectations more closely than any other program.

We’re both proud of the work we’ve done and concerned about future funding. We think
this rule should be implemented promptly while we continue discussing the additional
funding that will be needed to keep the fund solvent. The rule needs to be released by the
legislature and published quickly since the only revenues we will collect before next June
are collected during November and December.

Thank you for the opportunity to present testimony on this rule and to explain the tough
decisions that lie ahead for this program.
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Clearinghouse Rule 01-021
Agricultural Chemical Cleanup Program Surcharge Fees
’ Background to Testimony of Nicholas Neher

The Agricultural Chemical Cleanup Program was established in 1994 to help local coops
and independent farm centers deal with the problems that had resulted from years of ,
accumulation of small spills, dripping valves, equipment cleaning and related activities at
pesticide storage and handling facilities. In the early years of pesticide handling these
facility operators were lead to believe that these chemicals would break down rapidly and
that only larger releases might cause an environmental problem. Investigations during
the late 1980s and early 1990s found this was not the case, and that contamination was
common at these commercial facilities. We’ve also found these problems at farms, but
typically at a smaller scale. '

When the program was established it had two components; cleanup and reimbursement.
The investigation and cleanup component required the Department to go out and identify
the contamination and direct facility owners to clean up the contamination. We have
done that at over 350 sites and completed work at more than 140 sites. We also clean up
and close between 50 and 90 one-time spills of fertilizer or pesticide annually.

The reimbursement side of the program was initially established to recognize that the
one-time costs of these cleanups, even when well managed, can be expensive. Fora
seasonal industry that works on tight margins, the $50,000 to $150,000 cost of a cleanup
was frequently large enough to force site closures. Funding for reimbursements was
initially established with a near 50/50 mix of GPR and industry surcharges, to reco gnize
that this program would benefit both agriculture and the environment, as well as the small

communities where these facilities exist.

In the first years of the program many facilities waited to see how well the program
would work before submitting claims. Provisions in both the law and rule provided
several incentives to hold back on submission of costs. Our assumptions that claims
would come in rapidly resulted in over-estimates on costs during these years. While
substantial dollars were spent, claims were not submitted, such that the pot of eligible
costs grew far faster than the reimbursement claims. Finally the statute instituted a three-
year rolling deadline for submission of costs, with the intent of eliminating this large but
undefined backlog of eligible costs.

During FY 00/01 we have dealt with the last of these old costs, which lead to a record
reimbursement level of just under $4 million. We have an additional $1.8 million in
pending claims that were carried into this fiscal year, but the unknowns on what mi ght be
submitted and other rule provisions that limited our ability to reliably estimate costs are
virtually eliminated.

Current expenditure estimates are based off written and approved cost estimates. Every
December we review completed work and compare this with the approved cost estimates




to arrive at our annual industry expenditure. We know the industry has spent between
$4.2 million and $4.7 million per year in each of the past three years. We know that 75%
of costs are submitted within one year of when they are incurred and 90% are submitted
within two years of when they are incurred. We also know that after deductibles, co-pays
and ineligible costs are removed, we typically pay 75% of the submitted industry
expenses.

While funding for the program began with the 50/50 GPR/ Industry mix, this changed
when expenses did not match predictions. Industry fees accumulated in the ACCP Fund
and GPR allocations were lapsed and reduced. Eventually the ACCP surcharges were
placed on hold and the GPR appropriation was reduced to zero. Nearly $3 million in
industry surcharges was also converted to GPR during this period. This remains a major
concern of the industry. Between the surcharge fee suspensxon, rule changes that
promoted prompt submission of eligible costs and the conversions of SEG to GPR, the
fund balance has dropped rapidly. A reduction in the balance was both expected and
necessary to bring the fund balance in line with fund needs. But the loss of GPR and
conversion of SEG funds to GPR further accelerated the balance reduction and made this
more immediate response necessary. Regardless of the fund balance, the industry will
continue spending more than $4 million per year to clean up this contamination. A
failure to promptly address the funding need simply accelerates the problem of facility
closings.

During FY 00/01 the balance went from $7.3 million to $3.2 million. Although
expenditures were higher in 00/01, with some carry-over effect in 01/02, the annual
expenditures will drop back to between $3.1 and $3.4 million. Without prompt
resumption of surcharge collection, the fund will be near zero at the end of FY 01/02.
Even with resumption at the maximum rates proposed by this rule, the estimated $2.7
million in revenue will not meet the expected reimbursement demand.
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ACCP Fund Revenue Sources at Maximum Surcharge Level

Surcharge Source Maximum Units Annual
Surcharge Revenue
Amount ,

Fertilizer License $20 300 licenses $ 6,000
Fertilizer Tonnage $0.38 1,300,000 tons 494,000
Restricted-Use Pesticide Dealer $40 420 licenses 16,000
Pesticide Application Business $55 1,270 licenses 70,000
License
Individual Pesticide Applicator $20 5,250 licenses 105,000
License
Pesticide Registrations $5 3,600 products 18,000
Sales from $0 to $25,000
Pesticide Registrations $170 220 products 38,000
Sales from $25,000 to $75,000
Pesticide Registrations 1.1% of sales $175,000,000 1,925,000
Sales >$75,000 gross sales

TOTAL 2,672,000




Jhg 01 01 12:48p Customer One - Marathon 715-443-2897

Customer One Cooperative
Feed/Agronomy Centers

From the desk of:
Steve Hanvold

Wisconsin Department of Agriculture, Trade and Consumer Protection 08-02-2001
Pesticide Surcharge Committee

P.O Box 8911

28171 Agriculture Drive

Madison, WI 53708-8911

To Whom it May Concern,

Although I cannot attend in person, Twish to send a statement that generally conveys my opposition to
of the points.of the raising of the pesticide surcharge,

foremost} I am very opposed to the ability of this charge to be retroactive. 1 think this is an
den that would, ultimately, be bore by the agricultural (retail) community, While everyoue in

the chain, up 1o us, can recover these costs by charging it back, we cannot. We feel in the present farm

gconomy, we cannot be expected to make these sacrifices.

uld Jike to endorse Randy Vollrath's ideas of streamlining the process of discovery on some

on work. I think it is pointless and a waste of money to spend maoney on redoing things

d Like to have it understood that I think the mories received from these chasges should stay
They should not be able to be used in the general fund

Finally, I would like it understood that ] support the idea of the fund. [ just think that we need to use some
commion sense when collecting and distributing it.

Thanks for your time and consideration,
Singereiy

_-Steven K. Hanvold, CCA, CPAg
Agronomy Division Manager
Custorner One Cooperative
800 4% St
P.O Box 215
Marathon, WI 54448-0015
Usa
715-443-2677 Phone
715-443-2897 Fax

steveh@dwave. ret e-mail
Steven K. Hanvold, CCA, CPAg
Agronomy Division Manager
Certified Crop Advisor

Certified Professional Agronomist
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Agrlcultural Field Crops Pesticide Fees
13 MACPA States
Pesticide
Dealer or - Private . Public &
Pest. Reg. Pesticide Business Applicator Com. Noncom. Commercial . Sales
. FeelYear Special Facility License Appl. Appl. Not for hire Operator Tax
State | unless noted Taxes Comments License (Farmer) License License License License Charged
CcO $80/product $20* - *$20 for CO  |Restricted Use No license $350/year  INA $50 Limited ]$75 individual NO
application* included in Pesticide certification Commercial & Jwithout on site
registration Dealer - only. See Public supervision.
foe. g;c:jundwate‘r $50/year/site  [state notes. Applicatar
$75 Qualified
Supervisor 3
years.
L $250/company, [NA NA $100/location [$15 2006, $45-2006, [NA NA $30 2003 NO
for restricted ]
se.
: $100/product use $20 2007, [$60 -2007 $35 2004
2003. License is for,
3 years.
y ) $40 - 2007
$300/company,
$130/product
2004,
IN $75* NA *Discontinued $30/year per  [1/1/01- $30/year NA $0 public NA NO
: location. $10/yr. plus employees,
- continuing
pesticide education or
requires 2 yrs. $40 for 5 $30 not-for-
terminal years plus hire
registration. test.
(Reg. fee
continues.)
1A $250- NA Fees based on Depends on $15 for3 $25 per Not necessary [Public must NA NO
$3000/product. one fifth of one |sales. years. company as long as be certified.
percent (0.002) plus non-restricted
" of previous $30/year, or |pesticides are
$250 initial year's sales. |See state $75for3  Jused and on
registration for notes . vears, for property
new products each owned by the
for first year. . applicator.  |company.
Natural . If restricted
Products (See pesticides are
used, then
have to follow
state notes.) commercial
applicators
license
requirements.
Pesticide
Dealer or Private : Public &
Pest. Reg. Pesticide Businessg Applicator Com. Noncom. Commercial Sales
FeelYear Special Facility License Appl. Appl. Not for hire Operator Tax
State | unless noted Taxes Comments License (Farmer) License License License License Charged
KS $190/product  INA $100 to state  |$100/year. $10 -requires|$35 per NA NA NA NO
. certification Jcategory
water plan, An additional )
: $10 is required every 3 yrs.*
for each non-
$30 Ks certified -
Depart of Ag to applicator that $25 initial
fund pesticide applies exam fee per
program pesticides category.
operations,  finder the
business’
$60 KS Ag  [license.
Remediation
Fund. $100/ocation
dealer facility
license fee.
See state




L | . |notes. | ] | | |
Imi $20/product  |Specialty  |* Funds |$50/dealer Certification JMustbe  |NA - INA NA INO
' $100 per  |Ground Water " frequired certified ($50
product. and Fresh (310 for 3 for 3 years),
Water years), then Jthen $25 to
) JProtection Act. register.
Non- N
specialty - $25 for
0.75% Iregistration. ]Must also
Annual have a
Gross Sales business
in Ml with license -
minimum of $50.
‘ $150. * j
IMN 0.6% of one 0.2% of one }*Discontinued ' [$200/year per |$35 3 years. |$90 890 - Business {NA See state WNO
percent of percentof ]pesticides focation with includes $40 Inotes. '
annual gross  lannual gross jrequire 2 yrs. to ACRRA.
sales in MN,  |sales in terminal ) - 810 exempt
$250 MN**. registration.  |$50 license Jgovernment
minimum.* qand $150to - entities.
ACRRA.
(This is **For clean-up
lincluded in Jofag chem
reg. fee.) spill sites.
Pesticide
Dealer or Private Public &
Pest. Req. Pesticide Business Applicator Com. Noncom. Commercial Sales
FeelYear Special Facility License Appl. Appl. ‘Not for hire Operator - Tax
| State | unless noted Taxes Comments License {Farmer) License License License License Charged
MO $15/product N/A NA $25/year Certificate  |$50 1$25/year Must be See state NO
’ dealer license Jrequired. certified. Jnotes. l -
INE  [s90/product  |NA $30 Noxious [$25/year per Wso Iso $0 INA qNA NO see
Weed Cash location for state
Fund, dealer. See state notes.
Jnotes.
$60 Buffer
Strip Incentive
. Fund.
IND... |$350/2 years. |Seestate |$50 General [Business must ]$19 plus $53 single ﬁNA INA NA YES
1 Inotes. Fund register with certification Jcat.
' Secretary of  [fee.
$300 State. $10 for
Environment additional
: cat. plus
Rangeland cert.
Protection
(EARP) Fund. -
10H $50/product $50 - See  INA - 1%25/year $30 for 3- - §$100 -year [NA $20/year $30/year YES
state notes. year )
) certificate. .
1sD $175every2 INA $40 pest. reg. |$50/site for $0 $25/year WNA $0 for NA NO
‘ yrs. &fund. dealer or cerfification govermnment
. el frn-szs empioyece.
$42.50 weed [$25 - if vears. for 2 years.
& pest fund,  Japplicant holds )
pesticide
applicator
$42.50 public [rornea.
liands weed &
pest control
fund, 7/1/01 - $100
levery 2 years
$30 ag
experiment per site plus
Hstation, lapplicator
license if
$20 applicator.
cooperative
extension
service,
Pesticide - :
Dealeror | Private . Public &
Pest. Reg. Pesticide Business Applicator Com. Noncom. Commercial | - Sales
FeelYear Special Facility License - Appl. Appl. Not for hire Operator Tax
State | unless noted Taxes Comments License (Farmer) |- License License License License Charged
wi Non-household |See state *Fees for $70/yr/location |30 mustbe [$45/year for INA Government & [NA NO
pesticides, fees Jnotes previously Commercial  |certified ‘Jlicense : Education
are determined lragarding ) Pesticide which is includes $15 exempt, but

T



by the gross
sales as
follows:

Less than

gross sales -
$270/product;

$25,000 -
$75,000 - $790;

~ J>than $75,000 -

$2,760 + 0.2%.*

See state notes

for change in
2002,

$25,000 annual

ACCP
surcharge &
changes in
2002.

registered
pesticide
products are
based on
product type &
the product’s
preceeding
year's gross
sales in WI.
See state
notes.

Business
Location
License.

$60/yr/location
for Pesticide
Dealer
Restricted Use.

$30 per
category,

$5/sub-
category.
Good for 5
years.

for
certification
& $30 for
license.

License fee
of $40/year
to resume
12/02.

Plus ACCP
surchage of
$20.

See state
notes.

must file for

license.

HEADING DEFINITIONS:

Stéte respective 13 states in MACPA region
¢ Pest. Reg. Pesticide Registration

e Comments explains the special tax or any other special things related to peéticide registration.
Pesticide dealer or business facility license different states use different terms but

L

Pesticide Special Taxes fee charged at time ’of registration fora s

the state without paying the special tax.

license that either the dealer or facility must have in order to operate.

Private applicator license (farmer) this is only for farmers or producers.

Com. Appl. License Commercial Applicator License
Noncom. Appl. License Noncommercial Applicator License

Public & Commercial Not for hire License generally this is for public employees such as state or school districts

and-other “not for hire” entities.

pecific effort. Product cannot be registered in

generally refers to a special




HEADING DEFINITIONS CONTINUED:

» Operator license varies from state to state. In Illinois it means the person who drives the spray rig. A licensed
commercial applicator has determined and loaded the appropriate spray mixture.
¢ Sales Tax Charges this is for purchase of pesticide products by farmers for agricultural production purposes.

e NA Not applicable. :

STATE NOTES:

Cdlorado Environmental Protection Agency handles fhe private applicator program. No license is issued; rather the
producers are certified via a self—study kit. The certification program is free and good for 4 years.

Iinois $5 fee for duplicate license, $20 for late application fee.

lowa pesticide dealer with less than $100,000.in gross retail pesticide sales pay a license fee based on one-tenth of one
percent of the gross retail pesticide sales in the previous year or: ‘

$25.00 if less than $25,000 gross retail.

$50.00 if $25,000 or more but less than $50,000.
$75.00 if $50,000 or more but less than $75,000.
$100.00 if $75,000 or more but less than $100,000.

Qooo

lowa license required for manufacturer and distributors not engaged in retail sales - $25/location.

lowa natural products are exempt from registration fees, but must still register, if the sales are less than $20,000 in state
and no similar product is registered in the state and a substantial amount of active ingredient is naturally occurring
substance such as plant or animal and the oral lethal dose 50 has to be 5,000 milligrams/kilograms or greater.

Kansas dealer/facility license fee and special assessment - $100/location split with $20 to KS Department of Ag to fund

pesticide program operations. (A bill is being considered that would increase the $20 fee paid to the Department $12 to a
grand total of $32.) ;

Commercial applicators license is good for 3 years and requires 6 hours of recertification training every 3 years. |

,Midhigan legislature is considering an increase in fees, as this matrix is prepared.
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