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We are wmzng to inform you fhcs'r the members of the Joint Committee on
Finance have reviewed the cash overdraft plan from the Department of
Corrections, received November 14, 2001, pursuant fo s. 16.513(3), Stats. The
plan permans 1‘0 The pnvcﬁe b&szness empioymem program Gppfopna‘ﬁon
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cc.  Members, Joint Commitiee on Finance
Secretary Jon Litscher, Department of Corrections
Robert Lang. Legislative Fiscal Bureau
Vicky La Belle, Department of Administration




THE STATE OF WISCONSIN

SENATE CHAIR ASSEMBLY CHAIR
BRIAN BURKE JOHN GARD
317-E Capitol 308-E Capitol
P.O. Box 7882 P.O. Box 8952

Madison, WI 53707-7882
Phone: (608) 266-8535

Madison, W1 53708-8952
Phone: (608} 266-2343

JOINT COMMITTEE ON FINANCE

MEMORANDUM

To: ~ Members
~Joint Committee on Finance
From: Senator Brian Burke

Representative John Gard
Co-Chadirs, Joint Committee on Finance

Re: 8. 16.513(3), Stats, Request

Date: November 14, 2001

- Attached Is a copy of a request from the Department of Administration.
received November 14, 2001, pursuant to s, 16.513(3), Stats., pertaining to a
request from the Department of Corrections.
Please review the material and notify Senator Burke or Representaﬁ've Gard no
later than Tuesday, December 4, 2001, if you have any concerns about the
request or if you would like to meet formally to consider it.
Also, please contact us If you need further information.
Attachment
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SCOTT McCALLUM
GOVERNOR

GEORGE LIGHTBOURN
SECRETARY

Office of the Secretary
Past Office Box 7864

] Madison, WI 53707-7864
WISCONSIN DEPARTMENTY OF Voice (608) 266-1741

' ADMINISTRATION Fax (608) 267-3842

TTY (608) 267-9629

Date: November 14, 2001

To: The Honorable Brian Burke, Co-Chaijr
Joint Committee on Finance

The Honorable John Gard, Co-Chair
' Jomt Commxttee on Fmance

.'Ffom: George Laghtboum Secretary T e ,.
Department of Administration e

Subject: S. 16.513(3) Request

Enclosed is a spending plan from the Department of Corrections to address the
unsupported overdrait in the appropriation under s. 20.410(1){hm)}, private business
employment of inmates and residents. The plan has been approved by this department
under the authority granted in s. 16.513(3). The explanation for the request is included in
the attached materials.

. As provzded in:s. 16.513(3); the request will be approved on: December 6, 2001, unless we. are

' notified prior to t’hat time that the Joint Committee on Finance wishes to meet in formal session.
about the request.

Please contact Vicky LaBelle at.266-1072, or the analyst who reviewed the request in the
Division of Executxve Budget and Finance, if you have any ad{htmnai guestions.

Attachments




WISCORSIN DEPARTMENT OF

ADMINISTRATION

SCOTT McCALLUM
GOVERNOR

GEORGE LIGHTBOURN
SECRETARY

Office of the Secretary
Post Office Box 7864
Madison, WI 53707-7864
Voice (608) 266-1741

Fax (608) 267-3842

TTY (608) 267-9629

October 29, 2001

Jon E. Litscher, Secretary
Department of Corrections
P.O. Box 7925 :

"Madi_Sbn, WI 53-?-0’7-.»_7 925

. Dear. S&:cmtary Litscher

Your spendmg pian for the pmvate business employment of inmates and residents
program appropriation under s. 20.410{10(hm) has been approved. Based on your
department’s analysis, it appears that the appropriation will be reduced over time

through an increase in profitability.

Pursuant to s. 16.513(3}, I have forwarded your spending plan to the Joint Committee
on Finance for passive review. The Committee has 14 days to notify me that it wishes
to schedule a meeting to rewcw the pian If no not;ﬁcatzon is given the pian may be

: 1mplemented as’ appmved

Smcerely,

George Lightbourn -
Secretary’ ~



CORRESPONDENCE\MENMORANDUM STATE OF WISCONSIN

Department of Administration

Date: October 29, 2001

To: George Lightbourn, Secretary
Department of Administration

From: Jana D. Steinmeté@udget Analyst
State Budget OCffice

Subject: Request Under s. 16.513(3) From Department of Corrections {DOC) for
Private Business Employment of Inmates and Residents Unsupported Cash
Overdraft Plan

REQUEST:

Pursuant to s. 16, 513 the Department of Corrections (DOC} has submltted a plan to
address the: unsupported overdraft in the appropriation under s 20.410{ 1)(hm)
_pnvate busmess cmployment of mmates and. resadents ' _ .

BACKGR()UHD:

On June 21, 2001, the State Controller’s Office notified DOC that the program
revenue private business employment program appropriation had an unsupported
overdraft of $1,570,286 at the end of fiscal year 1999-2000 comprised of a net cash
overdraft of $1,609,763, offset by inventory and accounts receivable totaling $39,477.

L ANALYSIS o

’I‘he department attmbutes the deﬁc:lt to the initial centract between the Department of
Corrections{DOC) and the Fabry Company in May 1996. Under the terms of the
contract, DOC provided the cost of materials, security and production personnel,
_..ﬁqmpment purchases and other start-up.costs. ‘After initial implementation: of the
contract, staff from DOC’s Bureau of Correctional Enterprises researched all aspects
of the Fabry program mchzcimg staffing, wage rates, time allocations and
reimbursement ratesiin 1998 and 1999, In 1999, a plan of action was submitted by
DOC to address the cash deficit in appropriation s. 20. 40(1)thm). Changes included:

+ Staggered break times at Green Bay and Jackson Correctional Institutions to keep
critical equipment operating;

* Training wages for inmates

* Individual piece rate incentives were replaced with group incentives; and
The second shift was eliminated at both institutions

In addition, the contract with Fabry was renegotiated. The Prison Industries Board
approved the amended contract with the company on August 11, 1999, The contract
implementation took effect on September 1, 1999, In fiscal year 1999-2000, the
private sector industries program showed a profit of $83,701.



George Lightbourn, Secretary
October 29, 2001
Page 2

The department expects the program to continue to be profitable based on the
contract and operational changes. Over a number of years, the department
anticipates that this profitability will erase the overdraft. DOC will complete
payments on the equipment related to the project in March 2003, enabling the
program to show even greater cash profits.

RECOMMENDATION:

Approve the request.



Scott MeCallum
Governor

Jon E. Litscher
Secretary

Mailing Address

149 East Wilson Street

Post Office Box 7925
Madison, W1 33707.-7925
Telephone (608) 266-2471

State of Wisconsin Fax (608) 267-3661
Department of Corrections

DATE: October 12, 2001

TO: David Schmiedicke, Director
Division of Executive Budget and Finance
Departjent of Admmstratmn

FROM: -.;@{nzq: 1ts<€ ac}'- ; UM
| pggienof Corections

SUEJECT: ' §§ 3. {3 ~ Unsupported Cash Overdraﬁ Pian of the appropnatzon under
20. 410(1)(hm) Private Business Employment of Inmates and Residents.

- Pursuant t §16.513 Wisconsin Statutes, the Department of Corrections (DOC) submits its plan
- to address the unsupported overdraft in the approprzat:xon under §20.410(1)(hm), Private
Business Employment of Inmates and Residents.

L -Background

" On June 21 2001 the State Contr{)ﬂer s Ofﬁce in the Department of Admmlstratlon nonﬁed
DOC that the program revenue private business employment program appropriation had an
unsupported overdraft of $1,570,286-at the end of FY@0: This was comprised of a net cash
h eve;draft of $i 609,763, offset. by mvuntory and accounts receivable Lotaimg $39,477.

Much of this deﬁczt can be attributed to the initial contract signed in May 1996 by DOC with the
Fabry Company, one of two ventures currently authorized to operate (the other project is no
longer active). Under terms of the initial contract, DOC provided the cost of materials, security
and production personnel, equipment purchases and other start-up costs.

After initial implementation of the contract, Bureau of Correctional Enterprises (BCE) staff
researched all aspects of the Fabry program including staffing, wage rates, time allocations and
reimbursement rates in 1998 and 1999. In 1999, a plan of action was submitted by DOC to
address the cash deficit in appropriation §20.410(1)(hm). Changes included:

v

staggered break times at Green Bay and Jackson Correctional Institutions to keep critical
equipment operating;

training wages for inmates;

individual piece rate incentives were replaced with group incentives and

the second shift was eliminated at both institutions.

YV VY



In addition, the contract with Fabry was renegotiated. The Prison Industries Board approved the
amended contract with the company on August 11, 1999, The contract implementation took
effect on September 1, 1999, In FYO00, the private sector industries program showed a profit of

$83,701. '

Plan of Action

As stated earlier, the private sector industries program showed a profit of $83,701 in FY00.
With the contract and operational changes noted, it is expected that this program will continue to
be profitable. Over a number of years, this profitability should erase the current overdraft in the
appropriation. It should be noted that in March 2003, DOC will complete its payments on the
equipment related to the Fabry project. This should enable the program to show even greater
cash profits.

| r-:_c:' | ‘Robert Lang, Lé_gi_'_sl_ative Fiscal Bureau
George Lightbourn, DOA
William J. Raftery, DOA



TO:

FROM:  Bob Lang, Director

SUBJECT: Section 16.513(3) Request: Department of Corrections, Private Business Employment

Legislative Fiscal Bureau
One Bast Main, Suite 301 » Madison, WI 53703 « (608) 266-3847 » Fax: (608) 267-6873

November 26, 2001

Members , A
Joint Committee on Finance

e

of Inmates and Residents Appropriation

The Department of Administration requests that the Joint Committee on Finance approve,
under provisions of s. 16.513(3), the Department of Corrections’ plan to address the unsupported
overdraft in the private business employment of inmates and residents appropriation (s.

20.410(1)(hm)). If no objection is raised by December 4, 2001, the plan will be approved.

Background

Section 16.513(3) Process. Section 16.513 of the statutes addresses program revenue

sufficiency. Sp@iﬁ;aily, 8. 16.513(3) states:

"If there are insufficient moneys, assets or accounts receivable, ...that are projected
by an agency or projected by the department...to cover anticipated expenditures
under a program revenue appropriation..., the agency shall propose and submit to the
department [of Administration] a plan to assure that there are sufficient moneys,
assets or accounts receivable to meet projected expenditures under the appropriation.
The department [DOA] may approve, disapprove or approve with modifications each
plan submitted.... If the department approves a plan, or approves a plan with
modifications, the department shall forward the plan to the joint committee on
finance. If the cochairpersons of the committee do not notify the secretary that the
committee has scheduled a meeting for the purpose of reviewing the proposed plan
within 14 working days after the date of the secretary's submittal, any portion of the
plan which does not require the action of the legislature or the action of the
committee under another law may be implemented. If, within 14 working days after
the date of the secretary's submittal, the cochairpersons of the committee notify the

i
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secretary that the committee has scheduled a meeting for the purpose of reviewing the
proposed plan, no part of the plan may be implemented without the approval of the
committee in accordance with applicable law, or without the approval of the
legislature if legislative approval is required.”

Private Business/Prison Employment Program

Under 1995 Act 27, Cormrections was authorized to lease space within state prisons and
juvenile correctional institutions to not more than three private businesses that would employ prison
inmates to manufacture products or components or to provide services for sale on the open market.
In 1997 Act 27, the limit was increased to six businesses. The number of authorized businesses
was reduca; to two under 2001 Act 16. In selecting businesses to participate in the program, the
Department *is required to comply with state procurement laws by soliciting proposals. The
Department must also consult with trade organizations.and labor unions prior to issuing requests for
proposals and prior to selecting proposals. In addition, before a private business/prison
employment project begins, the Joint Committee on Finance must hold a public hearing and
approve the contract, and the Prison Industries Board must approve the business.

In 1999 Act 9, the private business/prison employment program was modified to require that
any contract or amendment to a contract specify each state prison or juvenile correctional institution
at which the private business/prison employment program will operate. Further, Act 9 specified
that a private employer may not employ inmates or institution residents under a prison contract if
any of the following applies: () the inmates or institution residents are to be employed in a skill,
craft or trade in which there is a surplus of available labor in the locality of the private employer; (b)
the employment of the inmates or msnt:mon remdants will. impair- the pexformance of other

~ contracts to which the: private. employer is a party; or (c) the inmates or institution’ residents will
replace employees who are on strike against the private employer or locked out of work. A private
employer partit:ipating in the program is required to post in all of its workplaces a notice provided
by Corrections containing a description of the nature of the prison contract and an-explanation of
what it means for an employee of a pnvate employer to be displaced and 1dent1fymg a person at
Corrections whom an employee of a pnvatf: employer may contact if the employee believes that he
or she may have been displaced by a prison contract. The statutes define "displace an employee" as
"to lay off an employee in this state as a direct result of work being performed in a state prison or
juvenile correctional institution under a prison contract or to permanently transfer an employee in
this state to another job that reduces the employee’s base pay, excluding overtime, differentials and
bonuses, by more than 25% as a direct result of work being performed in a state prison or juvenile
correctional institution under a prison contract.”

On April 15, 1996, the Joint Committee on Finance held a public hearing and approved two
private business/prison employment projects. One of the projects is with Fabry Glove and Mitten
Company of Green Bay. In November, 2001, this project employed 17 inmates in glove and mitten
fabrication at the Green Bay Correctional Institution, at an average hourly wage of $7.29, and 18
inmates at the Jackson Correctional Institution, at an average hourly wage of $6.93. The second
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project is with Jorgensen Conveyors of Mequon, at the Waupun Correctional Institution, providing
welding services for the company. The Jorgensen project has been suspended because of a lack of
work for inmates. In accordance with federal law, inmates must be paid at the prevailing local
wage for work of a similar nature and may have as much as 80% of total earnings withheld for
taxes, room and board, court obligations and victim compensation. Federal law requires that
inmates retain at least 20% of earnings.

Under 1997 Act 27, a separate appropriation for the program was created, which became
effective on January 1, 1998. Prior to that time, revenues and expenditures for the program were a
portion of the Badger State Industries program. The following table provides a summary of the
financial position of the private business/prison employment program since it began in 1995-96,
including preliminary 2000-01 figures. It should be noted that unlike Badger State Industries and
the prison farm system, the private business/prison employment program i$ not statutorily
authorized to maintain a negative cash baiance

Private Business/Prison Employment Program

Financial Status Since 1995-96
Operating Closing Closing
Cash Profit Cash

Fiscal Year Balance or Loss Balance
19935-96 -$5,280 -$5,280
1996-97 -$5,280 -984.030 -989,3 10
1997-98 . 989,310 290,747 - -1,280,057.
1998-99 -1,280,057 413,407 - -1,693,464
1999.00 -1,693,464 83,701 -1,609,763
2000-01% 1,609,763 -58,200 ~-1,667,963

*Preliminary figures.

Department of Corrections Overdraft Plan

According to Corrections, the deficit in the private business/prison employment program
"can be attributed to the initial contract signed in May 1996 by DOC with the Fabry Company, one
of two ventures currently authorized to operate (the other project is no longer active). Under the
terms of the initial contract, DOC provided the cost of materials, security and production personnel,
equipment purchases and other start-up costs.”

In order to address the cash deficit in the program, in 1999, Cormrections modified the

following administrative aspects of the program: (a) breaks were staggered in order to keep
equipment operating; (b) training wages for inmates were initiated; (c) group incentive rates
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replaced individual piece rate incentives; and (d) second shifts were eliminated. In addition, the
contract with Fabry was renegotiated and expires in September, 2004.

Corrections indicates that with "the contract and operational changes noted, it is expected
that this program will continue to be profitable. Over a number of years, this profitability should
erase the current overdraft in the appropriation.” To the extent that the program is able to generate a
profit, the deficit will be reduced. Profitability is, however, dependent on market conditions for
Fabry. While a profit was shown in 1999-00, preliminary figures indicate that a slight cash deficit
occurred in 2000-01.

Corrections indicates that options for eliminating the deficit in the short-term are limited
because much of the deficit resulted from the initial contract costs. The Committee should note that
Corrections will finish making payments related to equipment purchases for the Fabry project in
March, 2003. Subsequent to that time, expenditures for the program will be reduced by
approximately $56,000 a year. Corrections notes that the completion ‘of payments "should enable
the program to show even greater cash profits.”

JR/lah
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THE STATE OF WISCONSIN

SENATE CHAIR - ASSEMBLY CHAIR
BRIAN BURKE > IR JOHN GARD

308-E Capitol

P.O. Box 8952

Madison, WI 53708-8952
Phone: (608) 266-2343

317-E Capitol
P.0. Box 7882

Madison, WI 53707-7882
Phone: (608) 266-8535

JOINT COMMITTEE ON FINANCE

Dec:@mb@r 5, 2001

'Secremry R:chczrd Chcmdier
Department of Revenue

P.O. Box 8933 :
Madison, Wusconszn 53708-8933

Deagr Se@emry Chandler;

We are wiiting o inform you that the Joint Committee on Finance has reviewed
your request, received November 15, 20(33 for cn;a;:arovaf of the. summary report
.r.-of 200’3 Pc:ymen?s for Mumc;pczl Serv;ces .

-_i_.No ob;echons To Thls reporr hc:ve been m;sed Accordsngly the repor‘r Is
approved.

Sipcegely, « -

‘-f

’?”i/ff /{i{ /‘L{«éﬁf

BRIAN BURKE U JOHNG. GARD

Senate Chair Assembly Chair
BB:JG:dh

cc:  Members, Joint Committee on Finance
Robert Lang, Legislative Fiscal Bureau
Vicky LaBelle, Department of Administration




Legislative Fiscal Bureau
One East Main, Suite 301 » Madison, WI 53703 « (608) 266-3847 » Fax: {6OB) 267-6873

December 3, 2001

i3

TO: Mi:mbers | lzu -3
Joint Committee on Finance -

FROM:  BobLang, Director

* SUBJECT: Request for Approval of Recommended 2001 Payments for Municipal Services

and any modifications to the PMS program’s guidelines, must be approved annually by the Joint
Committee on Finance. The Department of Administration (DOA) is required to submit its
recommended payments for the PMS program to the co-chairpersons of the Committee no later
than November 15 of each year.. The Committee must notify the Department within 14 working
days afier the date the Department’s report is received if it intends to schedule a meeting for the

Under s. 70.119 of the statutes, the distribution of payments for municipal services (PMS),

 putpose of reviewing the recommended payments. ' If the Committee does mot potify the =

. Department about a scheduled meeting within these 14 days, the recommendation is considered to =

- While the payments to municipalities are made from ‘the state’s genieral fund through a

gencral purpose revenue (GPR) appropriation, a procedure has been establishod ‘whereby program
revenue (PR), program revenue-service (PR-S) and segregated revenue (SEG) appropriations are -
charged for municipal services to facilities funded ‘through these appropriations. In effect, the
general fund is charged only for services to facilities associated with programs financed through the
general fund.

On January 1, 2000, DOA and the Department of Revenue (DOR) entered into a
memorandum of understanding (MOU) which transfers the administration of the payments. for
municipal services program to DOR. “As a result, DOR is submitting the recommended payment

amounts for 2001. Under the MOU, DOA retains the agency chargeback program function and the
1.23 PR positions associated with the administration of the program.

DGR su?éamitt_ed a report of recommended payments, which was dated, and received on,
November 15, 2001. If the Committee intends to hold a meeting on the payment schedule, the
Department must be notified by December 6, 2001.




The primlary purpose of the PMS program is to make equitable, annual payments to
municipalities for local fire and police protection and solid waste handling services provided to
property tax exempt state facmties The intent of the program is to aid in the reduction of local
property taxes by making a state ccnmbutmn toward the cost of these municipally-provided .
services. The annual entitlement for each ehglble mumcxpahty is determined largely by formula
and, in a few instances, thrcugh additional negotiation with the Department. County govemments
may receive paymcnts under the PMS program in response to ciamas for certain services prcmded
by the county : S

The PMS formula approximates the local costs for police, fire and solid waste chsposal
services provided to state facilities and financed out of local property tax revenue. Under this
formula, entitlements are calculaied as-a percent of mumcxpai police, fire and ‘solid waste costs.

_ _The percent is calcuiated as the re:sult of the value of state facilities as a percent of. thc combmed-' S

value of taxable bmldmgs and state facilities multiplied by property tax reventes as a percent of |
_.sha:ced revcnue and property taxes combmed Enﬁt}ements are: calcu},ated on the bas1s of } prevmus
'caienciar yaar ﬁscal mformaum For example entitlements calculated for services. provzdad in

2001 are based on 2000 costs, revenues and property values. The actual payments will be madeto =

mumclpalmes in 2002.

If the sum of the formula entitlements exceeds the appropriation for PMS, the payments are
prorated. In the past, payments have varied from 67.2% of entitlements to 100% of entitlements. -
In 2000, the apgropnatzon for PMS was. $21 ,565,300 GPR and payments were 94. 5% of
entitlements. For 2001, the appropnatlon is $21 781 ;000 GPR and payments will be equal to 89, 9%

_ ofthe $24 241 421 menuﬁemants : e T L :

Wﬂ have revxewed mcords provxded bY I}OR and found that the recommandcd payment i

schedule for 2001 conforms with the program’s gmdehncs and the payments have been properly

calculated. - If the Committee does. not schedule a meeting 10 review the proposed payments, the = -
_Depamnents recommendauon will be considered approved. As noted above, the Committee must : 5' -

nohfy the Department cf a meetmg by December 6,2001.

AR/sas
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THE STATE OF WISCONSIN
SENATE CHAIR _ | ASSEMBLY CHAIR
BRIAN BURKE 3% JOHN GARD

308-E Capitol

P.O. Box 8952

Madison, W1 53708-80852
Phone: (608) 266-2343

317-E Capitol

P.0O. Box 7882

Madison, WI 53707-7882
Phone: {608) 266-8535

JOINT COMMITTEE ON FINANCE

MEMORANDUM

To: Members
Joint Committee on Finance

From:  Senator Brion Burke -

- Representative John Gdrd . e
' __'Co Chairs Jom? Commiﬂ@@ ora F:ncance

Date: Novemb@r 16 2(301
Re: 14-Day Passive Review

Attached is a copy of a request from the Department of Administration,
received on November 15,2001, perfaining to the 2001 Pc::ymems for Municipal

_ Semces_Progrc}m i?@por’f

Pursucan‘r to's. 7’0 ’i ’19(6) Sfcﬁs z‘he Depc}ﬁmen’f mus? st.zbmz? The enciosed
repon‘ to the Joint Committee on Finance for review. If the Committee does not
schedule a.meeting within 14 working days ofter the date the report is received,

“the Department may ‘make payments fo @ilgsbfe towns, villages and cities, If the
Committee nofifies the Deporimenf that a meeting has been scheduled to
review the fotal payments, the Department may: no’r mcke The pcyments
without the approval of the Committee. - . o

Please review the material and notify Senator Burke or Representative
Gard, no later than Tuesday, December 4, 2001, if you have any concerns about
the request or if you would like to meet formally to consider it.

Also, please contact us if you need further information.
Attachment

BB/JG/js
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State of Wisconsin e DEPARTMENT OF REVENUE

2138 RIMROCK ROAD ® P.0O,BOX 8933 ® MADISON, WISCONSIN 53708-8933 ® 608-266-6466 ® FAX G08-266-571% ® hitp:/fwww. dor.state. wi.us

Scoitt McCallum Richard G. Chandler

Governor

Secretary of Revenue

November 14, 2001

The Honorable Brian Burke, Co-Chair
Joint Committee on Finance

Room 317 East, State Capito!
Madison, Wi 53702

The Honorable John Gard, Co-Chair
Joint Committee on Finance

Room 308 East, State capitol
M_a_di_son Wi 53702

Deér Senator Burke and 'Representative Gard:

A summary report for the calendar year 2001 Payments for Municipal
Services Program (PMS) is enclosed for your review and approval under s.
70.119 (6) as amended by Act 399, Laws of 1987. The report shows the
entitlements as derived by applying the PMS formula and the actual payments
recommend by the Department of Revenue, as required by s. 70,119,
Wisconsin Statutes

The rzumber ef towns vﬁiages and cmes e igibfe for payment is 269,

"The recommended payments are 89.85 percent of the total entitlements. The '

reduction is necessary to contain the program within the $21,781,000 PMS
appropriation. The reduction of payments on a pro-rata basis is a standard
action required by s. 70.119 whenever the appropriation is insufficient.

Approval of tﬁe 2001 repont (FY 02) in conformance with the statutory
fourteen working day provision, is respectfully requested.

Sincerely,

g s . ;_5 ;m “

Richard G. Chandler
Secretary of Revenue

RGC:ska

cC:

Members, Joint Committee on Finance

John Rader, Administrator, Division of State and Local Finance
Frank Humphrey, Director, Bureau of Local Financial Assistance
Ken Schuck, Chief, General Purpose Government Section
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STATE OF WISCONSIN

ASSEMBLY CHAIR

SENATE CHAIR

BRIAN BURKE JOHN'GA_RD
317-E Capitol 308-E Capitol
P.O. Box 7882 F.O. Box 8952
Madison, W1 53707-7882 » Madison, WI 33708-8052
Phone: 266-8533 F _ Phone: 266-2343

JOINT COMMITTEE ON FINANCE

December 6, 2001

Mr Darrel] Bazzell Secreta:ty .
- Department of Natural Reseurccs :

101 South Webster Street

Madison, WI 53707-7921

Dear Secretary Bazzell:

We are writing to inform you that the members of the Joint Committee on Finance have
reviewed your stewardship program request, dated December 6, 2001, regardmg the proposed
$775,000- land . purchase for 257 acres in- Maraihﬂn County: from: Minnesota Mi nd
_Manu'__ ct '_'mg plus $32 08 '_'for Imscc:i}aneous costs assoc;ated thh the transa _ on_ o ok

A meetmg wﬁl be scheduied to fuﬂher review this purchase Therefore the reqnest is: not
approved at this tm}e ) .

k 81 rely,.: '.

}“'éu"gfa v}é /Z#Wf\,‘géj

BRIAN BURKE iﬁHN GARD
Senate Chair Assembly Chair

BB:JG:dh

ec: Members, Joint Committee on Finance
Vicky LaBelle, Department of Administration




SENATE CHAIR
BRIAN BURKE

317-E Capitol

P.0. Box 7882

Madison, WI 53707-7882
Phone: (608) 266-8535

- recelved December 6, 2001, conce

ASSEMBLY CHAIR
JOHN GARD

308-E Capitol

P.O. Box 8952

Madison, WI 53708-8952
Phone: (608) 266-2343

JOINT COMMITTEE ON FINANCE

MEMORANDUM

To-: -'Members | o
' - Jolm‘ Comm;ﬁee on ancnce

From: Senct?or Brian Burke
Representative John Gard

Re: 14-Day Passive RevEew/Lend Purchase
Dafe: December 6, 2001

Attachedis a-copyof a Eeﬁer ffom the Depcr’rmem‘ of ch?urcli R@sources
_____ g a proposed 257, ocre land. purchase in:

Marathon County from Msm@som Mzmng and Manufacturing for. $775,000. In

addition, the department reques?s $32,089 of s’rewc:ardshfp fundang fc:)r

; _,masceiianeous cosTs assocm@d wﬁh the ‘mnscxc’r ion;.

The. nohce is pursuan% fos. 23 0915(4) S‘rats which requires fha Depczrrmen’r fo
notify the Joint Finance Comm;ﬁee of all s?ewardship projects of $250, ODO or
more in cost,

Please review the material and notify Senator Burke or Representative Gard no
later than Wednesday, December 26, 2001, if you have any concerns about the
request or if you would like the Committee to meet formally to discuss it

Also, please contact us if you need further information.
Attachment

BRB:JG:dh



State of Wisconsin\ DEPARTMENT OF NATURAL RESOURCES

101 S. Webster St.

A o Scott McCallum, Governor Boxe;gszi
Ll S Darrell Bazzell, Secretary Madison, Wisconsin 53707-7921
WISCONSIN - Telephone 608-266-2621
DEPT. OF NATURAL RESCURCES FAX 608-267-3579

TDD 608-267-6897

g e

S IN REPLY REFER TO: P-1778
Honorable Brian Burke Honorable John Gard

Member State Senate N Member State Assembly

Room 317E Room 308E

CAPITOL CAPITOL

Dear 'Senator Burke and Representative Gard:

- The Depamnent is not:fymg ycm as co-chairs of the Joint Committee on Finance of a proposed
257-acre land purchase from Minnesota Mining and Manufacturing for $775,000. In addition, the
Department requests $32,089 of Stewardship funding for miscellaneous costs associated with the
transaction. This notice is pursuant to s. 23.0915(4), Stats., which requires the Department to notify the
Joint Committee on Finance of all Stewardship projects more than $250,000 in cost. The Natural
Resources Board approved the purchase at the December meeting. The land is required for scenic
protection and public recreation.

The file number is P-1778 and the land is located in Marathon County. Attached please find a memo and
maps describing t:his transaction.

I | certify that t}ns request for consideration meets all apphcable state and federal statutes, rules,
" “regulations; and guxdehnes “This certification’is based upon a thorough and complete analysis of this

request,

If you do not notify the Department within 14 working days after this notification that the Committee has
schediled a meeting to review the proposed transaction, the Department will proceed with the approval
process, If the Committee has no objections, the Department will forward the proposal to the Governor
for his consideration. If you need additional information, please contact Richard Steffes at 266-0201.

Mr. Steffes is available to answer any questions you may have in this matter.

Thank you for this consideration.
Sincerely,

Darrell Bazzell
Secretary

Attach.
ce: Legisiative Fiscal Bureau
Department of Administration

Quality Natural Resources Management ﬁ
Through Excellent Custorner Service | o

Paper




" CORRESPONDENCE/MEMORANDUM

State of Wiscon’sin

DATE: November 7, 20_01 FILE REF: P-1778
TO: Governor McCallum
FROM: Darrell B&ﬁeg[fs
SUBIECT: Proposed Land Acquisition, Minnesota Mining and Manufacturing Company, Inc., Tract,
File # P-1778, Approval Requested by December 19, 200}
1. PARCELDESCRIPTION:
Rib Mountain State Park
Marathon County
Grantor .
Mnmesota Mmmg and Manufactunng Compzmy, Inc. -
¢/o David Drewiske, Real Estate Spccaahst
" BLDG 42-7TW-17, 900 Bush Ave :
St Pani MN' 55106 0
Acres: 257, O :
Price: $775,000
Appraised Value: $770,000; $784,000
Interest: Purchase in fee.
Imp_revement N(me
Lecatxon ’I’he tract is Iocated just west of the City of Wausau, in central Marathon County.
- Land Descngno The subject area- consmts of foat siopes sxde walis and crests on zhe north anci west ends
. Co{?erfvpé 'Breakdown:. . . Type R o 'Aétéag 'e
_ Weodeé Up}and 239.0
g _-'TQTA_L S ' 2571.0
x _Z g Rura] Agnculmre
- Present Use: Forest Production and Quarry
Proposed Use: Scenic Protection and Public Recreation
Tenure: 75 years- -
Property Taxes: $3,723.57 (estimated)
Letter Date: October 29, 2001 '
Comments; Seller Requires a 2001 Closing
2. JUSTIFICATION:

The 257-acre Minnesota Mining and Manufacturing Company, Inc., parcel is being purchased to provide
land for public recreation, to consolidate state ownership, and to prevent incompatible land uses within Rib
Mountain State Park.




Rib Mountain State Park is located in central Wisconsin 2 miles west of Wausau. The park was established
initially with a gift of 40 acres. The park is managed to prov;de recreational opponnnmes on 1,225 acres
surrounding Rib Mountain. The park offers spectacular views of the Wausau area and is managed for a
variety of recreational nses inchading camping, picnicking, hiking, nature study, hunting, and snow shoeing.
In 1937 a ski hill was constructed by a CCC crew. The Department ran the hill until 1964 when it was
leased to a private orgamzatmn for operation. The ski hill is currently managed by the Granite Peak Ski

Corp.

The Minnesota Mining and Manufacturing Company-(3M) parcel is approximately 257 acres in size, and
the east 20.acres of the parcel are included within the existing state park boundary. There is a rather rapid
drop in elevatmn then a moderate slope, as the parcel grades off to the base of the mountain on the north
end.. The covertypes for the subject include wooded slopes providing an excellent stand of mixed
hardwoods (red oak, sugar maple, and white ash), atong with some scattered conifers (hemlock and balsam
fir), The fall color of the forest cover is exceptional. ‘Department foresters estimate timber value‘on the
parcel to exceed $500,000, while 3M's foresters estimated the timber value at about $600,000. A selective
cut of timber with an estimated value of about $200,000 was cancelled when 3M decided to convey the
Jand to-the state. There is a mostly inactive rock quarry in the southern area, and an abundance of surface
rocks throughout the parcel The rock is 50 common in some areas that one can walk: from rock to rock
wnhont touchmg the sm} R S o

Almost the ennre southem and ﬂastem borders of t.he 3M parcel are nmncdlateiy adjacent to state park
land. The sontheast part of the subgect is situated on Rib Mountain itself. Most of the immediate area
‘around the base of Rib Mountain'is a rap;d]y developmg area of residential and commercial uses, ‘while
commercial development centers along 1-39/U.8. 51 and CTH "N, Controlling surrounding land uses,
including the encroaching urban sprawl, is critical fo the continued recreational enjoyment of this state

- park. This face of Rib Mountain is visible for miles. Once developed, it will be lost to park use forever.
Additionally,. acquisition of the subject is critical to prowde the buffer for present day ski and trail activities
as well as to provide the land for possable fumre expanszon of the ski area. The development of ski runs on
the. parce} will be minimal.

Upon approval cf this transaction, the Department will modlfy the project boundary to include the entire
3M parcel and will seek pubhc input regarding future uses of the land. Including the additional land within

" ..thé State Park’ bcundaly ‘will provide additional oppommmes for huntmg, hiking and cross-country skiing.

- The 18-acre quarry on the. parcei has the pntenna! 10 provide excellent opportunities for rock climbing.

Purchase of ‘ihe 3M property is recommended to prowde for public recreation, to consolidate state
ownershlp, and to prevent mcompaubie deveiopment :

F}NANCING
: State Stewardship bond funds are antlcapated

Fands allotted to pmgram Balance after proposed transaction
$2,900,000 $404,011

ACQUISITION STATUS OF THE RIB MOUNTAIN STATE PARK:

Established; 1927
Acres Purchased to Date: 1,182.43
Acquisition Goal: 1,224.7 Acres

Percent Complete: 96.5%
Cost to Date: $730,279




5a.

AUGUSTYN APPRAISAL:

Appraiser: Michael Aagustyn (Private Appraiser)
Valuation Date: September 24, 2001

Appraised Value: $770,000
Highest and Best Use: Residential - Forestry - Recreation

Allocation of Values:

a. land: 257.0 acres (@ $2,996 per acre; $770,000
b. market data approach used, three comparable sales cited
C. adjusted value range: $3,331 to $3,514 per acre

Appraisal Review: Phil Lepinski
BREDEMUS APPRAISAL:

Appraiser: Robert Bredemus (Private Appraiser)
Valuation Date: October 11, 2001

AEEF&ISﬁd Value: $784 000
Highest and Best Use: Residential, Rural Agnculture Forestry, and Recreation

Allocation of Vaiues:

a. land: 257.0 acres @ $3,051 per acre: $784,000
b. market data approach used, four comparable sales cited
c. adjusted value range: $3,315 to $5,984 per acre

Appraisal Review: Phil Lepinski

Comments: The 2 appraisers initially appraised the entire 282 acres owned by 3M at this location for $950,000 and

81, OGO 000 (Augustyn and Bredemus respectively). However, 25 acres was not included in the sale to the
. state, thus the appraisals were amended to $770,000 and $784,000. Negotiations led 1o a final purchiase
price of $775,000.

RECOMMENDED:

%(ﬁ% /-0y ‘

Richard E. Steffes Date
o :.‘ .
ﬂm% 1/8/6,
Bureau of Legal Services Date

£V

RES:tmt

4
,,lggmm” V‘%ﬂﬂu Q%;_% Ilgé _{io_j
Steven W. Miller Date
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Legislative Fiscal Bureau
One East Main, Suite 301 » Madison, WI 53703 « (608) 266-3847 « Fax: {608} 267-6873

December 18, 2001

TO: Members
Joint Committee on Finance

FROM: Bob Lang, Director

SUBJECT: Natural Resources: Rib Mountain Stewardship Purchase -- Agenda Item VI

REQUEST

The Department of Natural Resources (DNR) requests approval to spend $807,089
($775,000 purchase price plus closing and related costs of $32,089) from the Warren Knowles-
Gaylord Nelson Stewardship 2000 land acquisition subprogram to purchase 257 acres of land from
Minnesota: Mining - and Manufactunng Company, Inc (SM) for Rib Mountain State Park in
Marathon County :

BACKGROUNB

The 1999-01 biennial budget act (1999 Act 9) provided $460 mﬁhon in bonding for a ten-
year reauthorization of the Warren Knowles-Gaylord Nelson stewardship program beginning in
2000-01 for the purpose of acquiring land to expand recreational opportunities and protect
environmentally sensitive areas, The annual bonding authority under the program was $46 million,
endiﬁg in fiscal year 2009-10. Of the annual authority, $28.5 million in 2000-01 and $34.5 million
in 2001-02 is allocated to general land acquisition for conservation and recreation purposes. The
2001-03 biennial budget (2001 Act 16) increases the overall bonding authority to $572 million and
the annual bonding allocation from $46 million to $60 million beginning in 2002-03 (with $45
million each year available for the land acquisition subprogram).

Both the Department and nonprofit conservation organizations (NCOs) are eligible to use
funding from the land acquisition subprogram. The statutory priorities enumerated for land
acquisition funding are: (a) acquisition of land that preserves or enhances the state’s water resources
(including land along the shores of the Great Lakes); (b) acquisition of land for the streamn bank



protection program; (c) acquisition of land for habitat areas and fisheries; (d) acquisition of land for
natural areas; and (e) acquisition of land in the Middle Kettle Moraine.

Currently, with the approval of the Natural Resources Board, the Joint Commitiee on
Finance and the Govemor, the Department can obligate up to the entire allocation under the land
acquisition subprogram for large or uniquely valuable acquisitions. Funding of $25 million has
been utilized from the reauthorized program for the purchase of approximately 32,000 acres from
Packaging Corporation of America in northern Wisconsin commonly referred to as the Great
Addition. At its May 23, 2001, meeting, the Natural Resources Board approved an allocation plan
for stewardship funding for fiscal year 2001-02. Of the $34.5 million in the land acquisition
subprogram this year, the Department will allocate $27.25 million to DNR land purchases and
$7.25 million for NCO grants. The allocation plan approved by the Board indicates that $8.3
million of the Great Addition purchase (one-third of the purchase) would be applied against the
2001-02 land acquisition program allocation (leaving $18.95 million for other DNR land

purchases).

Under s. 23.0917(6) of the statutes, the Joint Committee on Finance reviews all stewardship
projects of more than $250,000. DNR must notify the Co-chairpersons of the Committee in writing
of the proposed project. If the Co-chairpersons of the Committee do not notify DNR within 14
working days after the Department’s notification that a meeting has been scheduled to review the
request, then DNR may obligate funding for the project. If an objection to the project is made, then
the Co-chairpersons must schedule a meeting to review the request. The Department may then
obligate fundmg for the project only with Committee approval.

_ DNR nanﬁcauon of the propnsed purchase was recezved by the. Ce-chanpcrsons on
December 6, 2001. On December 7, 2001, the Co-chairpersons notified DNR that a meeting would
be scheduled to consider the proposed purchase.

Rib Mountain and Potawatorni are the only two State Parks with downhill ski runs. While the
state owns the ski hill, chalet, and surrounding property, the Rib Mountain ski area (known as
Granite Peak) is leased to a private concessionaire who owns the ski lifts and other equipment and
operates the ski hill. Use of the main chalet on the property is included in the lease at no additional
charge. In March, 2000, DNR entered into a 30 year lease with the Granite Peak Corporation to
operate the facility. Lease payments to DNR are 2% of revenues over $1 million, and 2.5% of
revenues over $3 million. However, the contract also includes the exception that lease payments for
the first three seasons of operation would be withheld by the Granite Peak Corporation and used to
make permanent improvements to the chalet. In addition, the lease payments for the fourth and fifth
seasons (up to a total of $92,000) may be withheld by the corporation in exchange for transferring
the ownership of an existing maintenance building on the site to DNR. The Granite Peak
Corporation reported revenues of $1,905,000 for fiscal year 2000-01. During that same time period,
the corporation invested approximately $72,300 in permanent improvements to the state-owned
chalet. Improvements include the rewiring of the food and bar areas, new carpeting, construction of
an observation deck, tile flooring, remodeling toilet facilities, and landscaping to correct drainage
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issues around the chalet. Under the agreement, the lease payment to the State would have been
$18,100. In addition, under 2001 Act 16, $1,000,000 was earmarked from the stewardship fund for
pertnanent improvements to the chalet. Funds for this project could be taken from either the land
acquisition or the property development and local assistance subprograms.

The lease between DNR and the Granite Peak Corporation includes a land option that would
allow. the corporation to purchase up to 30 acres of park land for the purpose of commercial
development of hill-side accommodations in conjunction with the operation of the ski resort. In
return, the corporation would be reqmred to attempt 1o acquire adjacent land of similar acreage to
expand park boundaries. The option would be valid for ten years, and conditions of the option
would be subject to the approval of the Natural Resources Board.

ANALYSIS

. ’I‘he 257 acres propcsed for purchasa from anesota Mimng and Manufactunng Company,
Inc. (3M) consists of a portion of Rib Mountam that ‘grades off to the base of the mountain on the
North end. The slope is wooded with a mix of hardwoods (including red oak, sugar maple, and
white ash) and scattercd comfcrs (mciudmg hemlock and balsam fir). The value of merchantable
timber on the prope:rty was estimated by DNR and 3M to be approxunate}y $5(}0 000 or $6{)O 000,
respectively. The property is bordered by Rib Mountain State Park on its southern and eastern
borders. Limited development of ski runs may take place on a portion of the property. Other likely
public uses would include hunting, hiking, and cross-country skiing. A 22-acre stone quarry on the
property (formerly mined for rock and minerals) is being considered for potential use as a rock-

_ _clunbmg site. The Department ;3rf:v1ously purchased an- adjoining 40-acre: wooded. parce] from 3M R
in June, 2001, for $132,000 (or $3, 300 per ‘acre) 10 as:commodate the development of expanded -

downhill ski runs on Rib Moun{am

- The parcel is zoned rural agncu}nn*al ~which would lnmt dcvelepmem to a minimum lot size
of 35 acres. In addition, bedrock, surface stone, wetness, and the slope of the land would present
dxfﬁcuiaes for development. The property is assessed at approxlmalely $177, 800, with an equa}med
value of $190,500. 3M paid approximately $3,700 in property taxes for the parcel in 2001. If the
transaction is approved, the state would be responsible for the payment of aids in lieu of taxes to the
Town of Rib Mountain in an amount equal to the tax that would be due on the estimated value of
the property at the time it was purchased (generally the purchase price), adjusted annuaily to reflect
changes in the equalized valuation of all land, excluding improvements, in the taxation district. The
town would then pay each taxing jurisdiction (including the county and school district) a
proportionate share of the payment, based on its levy. Aids in lieu of taxes are made from a sum
sufficient GPR appropriation. Payments for this property would be approximately $16,700
(compared to approximately $3,700 in property taxes that were paid on the 257 acre parcel in
2001).
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Two appraisals were commissioned for the property, the first in September, 2001, and the
second in October, 2001. Both appraisals were updated in November, 2001, to account for a change
in acreage, and arrived at estimations of value of $770,000 and $784,000, respectively. Through
negotiations with 3M, a final price of $775,000 was established.

The first appraisal established the highest and best use of the property to be a combination of
residential and recreational, with forestry management. The parcel is zoned rural agricultural, which
would limit development to one residence per 35 acres. However, the parcel’s terrain would
complicate development due to its topography and features. The appraiser noted the quality of the
forest cover and tree stands. Trees currently marked for harvest are estimated at a value of
approximately $200,000, and the appraiser opined that such a harvest would most likely improve
the quality of the timber stand (the majority of marked trees had defects, were too close together, or
past prime). A d;lapadated shed borders the gravel road ieadmg to the stone quarry; otherwxse the
lot is vacant. The parcel has. road access as well. The. -appraiser estimated the value of the property
using the. sa}es comparison approach Tms method cans:ders propemes recently sold in comparison
to the property being apprmsed, w;th ad;ustments made to the sale prices of the comparison
properties to reflect differences that may effect per acre value (including size, location, topography,
access, etc.). The range of sales considered varied from $6,650 per acre to $2,300 per acre in value,
When adjusted for comparable attributes to the subject property, a range of $3,500 to $3,300 was
established. After considering the qualities of the property as well as the growing market for similar
properties in the Rib Mountain area, the appraiser estimated the value of the property at
approximately $3,000 per acre, for a total value of $770,000.

The  second appra:sai also_established a highest and best use of the property to- be a

. _ cémbmanon of resxdenua} and recrcaﬁonal with foresuy management, and. used. the sales e G

comparison approach to value the property. While independently obtained, three-of the four land
sales used to estimate the value of the property were the same land sales used by the first appraiser.
The apprazscr estimated a final pes-acre value-of $3,050, for a total value of $784 000.

In ad&mon, the transaction would require $32,089 for closing and related costs, including
survey, title insurance, and transfer costs. Of th.lS amount, $20,000 would be paid to the forester 3M
had previously contracted with to mark and remove selected timber on the property. With the
payment of this fee, 3M would forego the timber harvest.

While the quarry was active, 3M maintained a mining permit for the stone quarry. The
permit is still in force, even though the site has not been mined for several years. A condition of the
permit requires the owner to carry out remediation activities at the quarry site should the mining
permit be allowed to expire. The current reclamation plan on file with the county (as proposed by
3M when it first obtained the permit) would require extensive fencing and land terracing of the
property in order to satisfy public safety concerns. However, upon purchasing the property, the state
may have other options available in order to meet reclamation requirements. During DNR
discussions with the Marathon County land reclamation specialist, it was indicated that reclamation
requirements would be flexible, based on DNR's intended use of the parcel. For example, if the
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property master plan called for use of the quarry as a rock climbing facility, earth terracing and
extensive fencing may be determined to be unnecessary. Instead, a more limited "rail” type fence
may be permitted at the top of the quarry to protect visitors from an accidental fall. Reclamation
costs would vary depending on the final plan agreed upon by DNR and the County. If DNR was
required to undertake the full reclamation plan agreed to by 3M under their mining permit
application, costs could exceed $90,000. However, based on discussions with the county
reclamation specialist, it appears that a less intensive site reclamation plan may be negotiated.

It should be noted that 3M owned a 358-acre parcel on Rib Mountain. The corporation sold
DNR 40 acres in June and is retaining a 36-acre pafcel outside the park boundary with frontage on a
county highway. Further, in conjunction with the current DNR purchase, 3M has agreed to sell a
25-acre parcel of adjoining land to the Granite Peak Corporation (a parcel between the 40 acres
DNR purchased in June and the current purchase proposal). The ski hill operator would likely use
the property for future development of ski resort accommodations. The property would have access
to utilities, and' would be sold to the: corporation for $200,000 (or $8,000 per acre). The ski hill
operator has indicated that the sale of this property to the Granite Peak Corporation would satisfy its
need for developable property in conjunction with the Granite Peak Ski Hill, and has indicated a
willingness to release DNR from the conditions of the land option included in the 30-year state
lease upon the close of the transaction. 3M has expressed a strong desire to see the bulk of the
property protected from development by the state, and may be reticent to sell the smaller parcel for
development if protection of the larger parcel is not guaranteed by state purchase. Should this occur,
DNR would still be subject to its agreement with Granite Peak Corporation to allow the corporation
to obtain up to 30 acres of park land for the purpose of commercial development of hill-side
accormmodations in exchange for adjacent land of similar acreage to expand park boundaries.

ALTERNATIVES

1. Approve the DNR request to expend up to $807,089 from the land acquisition
subprogram of the Warren Knowles-Gaylord Nelson Stewardship 2000 program to purchase 257
acres of land ($775,000) and related costs ($32,089) from Minnesota Mining and Manufacturing
Company, Inc. for Rib Mountain State Park in Marathon County.

2. Deny the request.

Prepared by: Rebecca Hotynski
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GARD N A

KAUFERT N A '
ALBERS /' N A
DUFF - N A
WARD N A
HUEBSCH ' N A
HUBER N A
COGGS N A
BURKE N A
DECKER N A
MOCRE N A
_ N A
PLACHE N A
WIHCH - N A
DARLING N A
N A
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Representative Ward

NATURAL RESOURCES

Rib Mountain Stewardship Purchase
- [Agenda ltem VII]

Motion:

~ Move to direct DNR to develop and implement a forest management plan for the 257 acres
proposed for. purchase from 3M for Rib Mountain State Park in Marathon County. Further, direct
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Motion #2005

DNR" to ﬁie a repert wzth the Joint' Commiittee ‘on Finance. dcscnb.mg the l_mplementat}on of the L



