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May 2, 2001 SR Joint Committee on Finance - o Pap_er #302

_ PECFA -- Revenue Obligation Autherity
(Commerce -- Bmldmg and Environmental Regulatmn)

 [LFB 2001-03 Budget Summary: Page 189, #1]

CURRENT LAW.

The petroleum envxmnmemal cleanup fund award (PECFA) program reimburses ownets
fora portzon of the cleanup costs of discharges. from petroleum product storage tank systems and

home heating oil tank systems. The program is funded from the segregated pctroieum mspect;on_
fund. Revenue to the fund is gene:ra{ed from. the 3¢ per gallon petrolcum inspection fee assessed.

on all petmieum products that enter the state, mcludmg gasoline, diesel and heating oil. 1999

Act 9 authorized the Building Commission to issue revenue obligations.of up to $270,000,000in -
principal amount (typically Iongmterm bonds or shorb—tem notcs) to fund the payment of clmms_ o

under the PECFA program. The revenue obhgatmns are repaid from petroleum inspection fees.
The PECFA program is appropriated $94,131,700 each year in a biennial appropriation for

PECFA awards.  Commerce reduces expenditures from this appropriation by the amount
necessary to pay revenue obligation debt service and maintain a positive balance in the.

petroleum inspection fund

GOVERNOR

Provide $100,000,000 in"revenue obligation authority for the PECFA program, to
increase revenue obligation aathority under the program from $270 million to $370 million.
DISCUSSION POINTS

1. The backiog of PECFA claims that had been recexved and had not been paid
exceeded $200 million during the months of June, 1997, through Fébruary, 2000. By February,
2000, Commerce had reviewed but not paid almost $210 million in claims. Prior to the 1999 Act 9
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authorization of revenue obligations, Commerce used an appropnauen of $94,131,700 annually for
payment of PECFA claims. :

2. Issuance of revenue obligations under the 1999 Act © authorization allowed
Commerce to pay the backlog of PECFA claims. Between March and December of 2000, $250
million of revenue obligation proceeds were used {0 pay PECFA claims. Commerce and DOA
anticipate. that the remaining $20 million in authorized revenue obligations will be issued in the
surnmer of 2001.

3. Currently, claims are generally being reviewed and paid withmn 30 to 60 days of
receipt. Asof April 1, 2061 Commerce had received 4{)1 PECFA award applications totaling $24.1
million that had not been’ pazd The backlog consisted of two ‘components, claims where review had
not been completed and claims that have been reviewed and are awaiting payment. The first
component consisted of 287 claims for $18.8 miillion that were being reviewed by staff. The second
component of the backlog consisted of 114 claims for $5 3 rnﬂhen that had been reviewed and
would be pald w;thm approximately 30 days.

4 As of ApnI 1, 2001, a total of over $1 billion in PECFA payments have been made
for parual or full cleanup at 9,105 sites. Of the total payments, $567.5 million (55.1%) has paid for
completion of cleanup at 6,297 closed sites (69.2%). The remaining $462.5 million (44.9%} has
paid for partial cleanup at 2,808 open sites (30.8%). In the fall of 2000, Commerce officials
updaied the estimated cumu}atwe cost of the program’ to approx1mately $1.8 billion to clean up a
total of appmxamately 16, GOO sites.  This means that there may be unreimbursed costs of
apyroxxmate}y $800 million to complete cieanup at 2,808 open sites that have received at least one
PECFA payment and approxzmateiy 6 9(30 sztes for w‘moh no ciatms have becn recelved o

S e The rﬁvenue ‘obligations; that were issued in 2000 were' stmcmred asa combmanon_ _
of $170 mﬂhon in 1ong-tenn debt with-an inferest rate of 5, 5% and $80 million in short-term -
commercial paper with an interest rate of approxunateiy 45 to 5%. The claimants who received
PECFA reimbursement with the proceeds of the revenue obligations would have otherwise waited
approximately three ‘vears for reimbursement, and many of these claimants’ would have recewed
reimbursement of loan interest expense at an interest rate of 8:5% to 10. 5%

6. The amount of PECFA claims received exceeded $160 zmlhon annually in each of
1995.96, 1996-97 and 1997-98. The amount of claims received has decreased since, with $76
million received in 1998-99 and $111 million in 1999-00. During 2000-01, the program received
$85.1 million in claims as of April 1, 2001, and will likely receive a total of approximately $110
million in claims in 2000-01. | .

7. During the last two years, PECFA claims have been received at a rate of
approximately $8.8 million per month. If the current rate of claims continues, approximately $210
million in claims would be received during the 2001-03 biennium. Commerce officials estimate
that approximately- $ 190 million to $235 million in claims might be received during 2001-03, which
represents between a 10% decrease and a 30% increase in the annual rate of claims received.
Commerce estimates that the amount of claims received will decrease each year beginning in 2003-
04.
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8. - - Debt service ‘on the current $270 million in revenue obligations is anticipated to
equal approximately $26 million in each of 2001-02 and 2002-03. Commerce estimates that if
additional revenue obligations of $100 million are issted during the 2001-03 biennium, with $25
millien of ‘it-issned in 2001-02 and $75 million in 2002-03, debt service would increase by
approximately: $2 million in 2001-02, $9 million in 2002-03 and approximately $9 to $12 million
annually beginning-in 2003-04. The amount of debt service would vary, depending on the structure
and timing of the issuance, and the amount of short-term versus Jong-term debt.: For example, the
current $80 million in short-term obligations is structured for payments of mterest only until 1t is
exther converted w0 Iong-tenn debt or repaxd

o 9 Pﬁtroieum mspection fee revenues of apprommately $} i0to $112 mﬂhon annuaily :
are exp&cted during the 2001-03 biennium. The following table shows the estimated condition of
the petrolenm “inspection fund. Of this amount, $13.7 million would be appropriated for: (a)
Commerce petroleum tank and inspection programs; (b) Department of Revenue collection of the
petroleum inspection fee: (c) petroleum inspection fee refunds to eligible airlines; and (d)
brownfields, clean air and environmental programs in Commerce, the Department of Natural
Resourees, the D::partment of Transportation, the Department of Agriculture, Trade and Consumer
Protection and the® Department of Military Affairs. The remaining funds would be used for PECFA
awa.rds PECFA revenue obli gatlon debt service and Commerce and DNR PECFA administration.

Petmleum 1nspectmn Fund Estimated Condmon
($ In Millions)

1999-00 2000-01  2001-02  2002-03
Actual- Estimated Estimated Estimated

Opemnc Balanoe - July 1 - $105-  $325 - $139 $8.2
' Petreieum Inspacuon Fee o S $1104 %1133 - %1113 $111.9
Revenue Obligation Proceeds 2330 200 45.0 750
Revenue Obligation Debt Service & Issuance -1.9 -13.7 -28.0 -35.0
~ Interest on Revenue Bond Proceeds 1.0 0.3 0.3 0.3
Interest Income on Fund and Other 0.8 1.2 0.5 0.5
Petrolenm Bulk Tank Fees 0.0 0.0 1.7 0.3
Total Revenue - - $337.4  $121.0  $1308  $1529
* Total Revenue Available $347.9  $153.6  $1447  $1612
Expenditures and Reserves '
PECFA Awards and Administration $91.7 $97.0* $78.3% $71.3*
PECFA Awards from Revenue Obligations 2074 437 . 45.0 75.0
Other Programs 11.1 -0.5 137 137
Reserves and Lapses 0.0 0.5 0.5 0.4
Encumbrances and Continuing Balances 3.2 0.0 0.0 0.0
Total Expenditures . - $3153  $1396 $136.5 $159.6
Closing Balance -- June 30 $32.5 $13.9 $8.2 $1.6

*Assumes expenditures from the PECFA awards appropriation would be reduced 1o provide sufficient revenues to pay revenue
obligation debt service costs,
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. -10. - . The estimated annualized debt service costs of $35 million, beginning in 2003-04,
would represent a debt service coverage ratio-of approximately 3.2:1. That is, there would be
approximately ‘$3.20 of petrolenmn inspection fee revenue for every $1 of debt service to ensure
sufficient revenues to pay debt service. It is possible that obligations could be authorized in excess
of the cumulative ‘total.of $370 million under the bill if needed in the future, while maintaining a
debt service ratio of between 2:1 to3:1. A higherdebt service coverage ratio: generaﬂy makes the
obhgatlons more attractive in the bond- ma:ket wEE - :

1. Authomzed expendltures from the $94 131 700 PECFA awards appropnauon wouid
need to be reduced to recognize funds that are dedicated to pay revenue obligation debt service
costs. - After payment of revenue obligation debt service costs and all other petroleum inspection
fund appropriations under the ‘bill, there would be sufficient revenues to expend from the PECFA
awards ‘appropriation: approximately $75 million in -2001-02 and $68 million in 2002-03. The-
PECFA awards appropnatmn amount could be reduced to ‘more accurately reflect the amounts
avaﬂabie for awards o :

o 12 Under the bill, there would be up to $263 mﬂhon avaﬁable fo;: PEC‘FA awards.
chmng the. 2{)01-03 biennium, including up.to $143 million in cash.from: the PECFA awards
appropriation and $120 million in revenue obligation proceeds ($20 million of which is currently
authorized). This compares to the estimated claim demand of $190 to $235 million during 2001-03.
If demand is at the low end of the estimated range, up to $73 million in revenue obligation proceeds
will not be needed for PECFA claims until at least 2003-04. If demand is at the high end of the
estimated range, approximately $28 million in revenue obligation proceeds will not be needed until
2003-04. If demand exceeds estimates, the entire $100 million may be needed during 2001-03.

13.  If claim demand decreases after 2002-03, it is possible that $100 million in revenue.

. __-'obhgauon proceeds Imght be sufficient to fundlong-term bonding needs of the program. If demand .
. increases above current estimates, it is possible that there would be a need for additional revenue

obligations or review of overall funding for the program in 2003-05. :

14.  If the Commitice chooses to approve a level of revenue obligation authority
sufficient for PECFA needs during the 2001-03 biennium, it could authorize $72 million instead of
$100 million in revenue obligations, and review the need for revenue obligation authority during
2003-05 biennial budget deliberations.- However, it is likely that if the remaining $28 mullion of
requested authority is not needed during the 2001-03 biennium, it would be utilized in 2003-04. If
authorized at this time, it could be issued for PECFA payments as needed by Commerce.

ALTERNATIVES TO BASE
A.  Revenue Obligation Authority

L Approve the Governor’s recommendation to provide $100,000,000 in revenue
obligation authority for the PECFA program.
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Alternative Al BR

2001-03 BONDING (Change to Base) $100,000,000
[Change to B 807

2 Approve $72 million in revenue obligation authority for the PECFA program.

Alternative AZ BR
2001-03 BONDING (Change to Base) §72,000,000
[Change o Bill ~ $28,000,0001
3. Maintain current law.
Alternative A3 _ _ BR
2001-03 BONDING {Change to Base) $0
[Changs to Bill ~ §100,000,000]

B. PECFA Awards Appropriation

I. - Decrease the PECFA awards appropriation by $19,131,700 in 2001-02 to provide
$75,000,000 and by $26,131,700 in 2002-03 to provide $68,000,000 to reflect the reduction in
amounts available for awards due to allocation of petroleum inspection funds to revenue obligation
bond debt service.

| Aternative Bt oo o SEG -

2001 ;03 FUNDING {Change to Base) - $45,263,400
[Change to Bill - $45,263,400]
2. Maintain current law. (Commerce would have to reduce award expenditures to

recognize funds dedicated for revenue obligation bond debt service.)

Prepared by: Kendra Bonderud
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Agency: Commerce

Paper #: 303
Issue : PECFA Staff
Recommendation : AQ3) & B(2) & C(1) & D2 (NOTE: Part D deals with DOJ) < - *

Summary:

- Part Al any alfernative,except dif 4, is ok, but there is an appedls backiog: -
and these attorney spots should just be made permanent. Part B: Ask Lang if B(1)
s included in B(2) or not. I'm confused. Part C: whatever. Part D. This one is S
IMPORTANT. We've given out over $1 billion so far under PECFA and fraud could
be a huge problem. DOJ needs the resources to address if. Alt. 2 provides the
most definifive and stable source of funding for the fraud investigators.

- By Barry
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Legislative Fiscal Bureau
One East Main, Suite 301 = Madison, WI 33703 « (608) 266-3847 « Fax: (608) 267«6873

May 2,200 Joint Committee on Finance Paper #303

PECFA Staff (Commerce -- Building and Environmental Regulation)

[LFB 2001-03 Budget Summary: Page 189, #2]

CURRENT LAW

In 2600»01 Commerca is authonzed $3 575,500 and 48 8 posﬁwns to administer- its
responszbﬂmes under the :Petroleum Environmental -Cleanup ‘Fund: Award (PECFA) program
related to processing and paying PECFA claims and administering cleanup of medium- and low-
risk sites. Commerce funding includes: (a) $2,699,900 SEG and 34.8 positions (2.0 of which are
project) from the petroleum inspection fund; (b) $763,400 PR and 12.0 PR positions (3.0 of
which are project)’ from the Federal Leaking Underground Storage Tank (LUST) program grant

. received through an mteragency agreement with DNR; and (cy $112, 200 PR with 2.0 PR project - - o
' "_-.pes1t10ns thai: end Iune 30 2(}01 from petmiemn tank pia;n revww and znstallatlen 1nspecnen"f'-_-_ Lk

fees.

GOVERNOR

Provide $276,500 SEG in 2001-02 with 3.0 SEG positions from the petroleum inspection
fund and $328,600 SEG and:$131,300 PR in .2002-03 with 4.0 SEG posztzons and 3.0 PR
pesﬂ:mns for the following staff changes in the PECFA program. :

a mede $44 400 SBG in 2002—03 with 1.0 SEG project posmon to extend an
attomey posztzon to four years and extend the. expmmon date. from September 1, 2002, to Sepiember
1, 2004. . Further, provide $49,000 SEG in 2001-02 and $56 700 SEG in 2002-03 for 1. 0 two-year
project attomey position. The positions would work on PECFA appeals and other PECFAvrelated
legal matters. . . o . .

b. Provide $131,300 PR in 2002-03 to convert 3.0 project hydrogeologist positions to
pe:manent for administration of clezmup provisions at PECFA sites. Program revenue for the
positions comes from a federal LUST program grant received through an interagency agreement
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with the Department of Natural Resources (DNR).

c. Provide $82,500 SEG annually to convert the funding source for 2.0 PR pi"OjCCt
claim review positions that expire July 1, 2001, from program revenue in the safety and buildings
general operations appropriation to SEG petroleum inspection fund and to exiend the expiration
date of the project positions by two years to July 1, 2003.

| d; " Provide $145,000 SEG annuaﬁy to pay fer centractual services with the Depaﬂment
of Justice for two special investigators to investigate fraud under the program.

DISCUSSION POINTS
A.  Attorneys to Handle Appeéis -

L. Claimants are authorized to file an administrative appeal of a Commerce decision
related to a PECFA claim. Under the bill, the PECFA program would have the following attorney
positions to handle PECFA appeals: (a) one permanent attorney who is allocated 70% of time to
PECFA appeals and 30% to other responsibilities of the Environmental Regulatory Services.
Division; (b) one four-year project attorney whose term expires on January 13, 2002 and is deleted
under: standard budget adjustments; (c) one ‘project attorney whose two-year -term would be
extended from ‘September 1, 2002 to September 1, 2004 (the two-year project position was
authorized by the Joint Committee on Finance under s. 13.10.on July 12, 2000); and (d) one new
pro;cct attomey Wlth a two»—yea:r term: fmm approx1mately N evember 2001, to November, 2003.

2 - In the 14 months prior to the avaﬂab:hty of revenue bond preceeds for payment of
PECFA clasms (January, 1999 through Fabruary 2000),: Commerce paid 1,677 claims, averagmg

S1200 payments per month. “Of this total, approximately 20% of the. claim decssxons were appealed, or -

an average of 24 per month. Bond proceeds were first available on March 15, 2000, During the
three months March through May, 2000, Commerce used revenue bond proceeds to pay $219.5
million for 3,759 PECFA claims. During the six months April, through September, 2000,

Commerce received 887 appeals, an average of 148 per month. This continued a trend of an
appcais rate of approxamateiy 20% of claxms

3. 7 In calendar year 2000, the Department received 1,092 appeals and closed 618
appeals. As of March 1, 2001, there was a backlog of 699 appeals received and pending final
action. Commerce currently notifies claimants who submit appeals that the Department anticipates
that by the end of 2001 it will schedule hearings for appeals filed prior to March 15, 2000.
Commerce has reduced the time reqmrcd to settle many appeals by referring the appeal back to the
claim reviewer at the same’ time legal staff acknowledge receipt of the appea} so that the claim
reviewer can review any new information submitted with the appeal. However, with the currentiy
authorized legal staff the appeals backlog would be at least two 1o three years.

4. Commerce recently updated a detailed aﬁalysis that estimates the attorney workload

between now and 2004. The original analysis assumed an experienced attorney can complete 100
"work units” per month, consisting of either 100 quick appeals settlements, 10 settlements that
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involve more- substantial: work -or five appeal hearings -The updated . analysis showed that the
original June, 2000, methodology demonstrated a reasonabie approach to estlmating the appeals '
workload between that date and now. L : :

5. The extension of one pro_}ect posmon from September 5, 2002 to September 1
2004, and a new two-year project position provided in the bill would result in an estimated appeals
backlog on June 30, 2003, that would take 2.7 attorneys approximately 1.8 years to resolve. The
two ‘project attorneys would 11ker shorten the appeals’ ‘backlog' from the current level of 700 to
approximately 400 to “500 by June 30,72003.  The backlog would begin to increase “after the
recommended two-year: project posmon expires in late 2003. - This analysis does ot include any
appeals that would result from issuance of $100 millien in revenue obligation bonding- atthority
uniderthe ‘bill. - Appeals’ resulting from’ $100 million’ in revenuﬂ obhgauon pmceeds ceuld add'
apprexamateiy one year 1o the appeals backlog. - :

©6." " The backlog would’ likely extend beyond the expuatmn dates of the project positions
in the bill :—md represents long-term’ workload for the PECFA program of four-or more years.” It is
hkely that the ongoing nature of the' appeals workload wﬂl be-at least one full time position: greater’
than the 0.7 position that is provxded through the yennanent attomey position. When workload is of -
an ongoing nature that continuies beyond four years, it is appropriate to provide permianent position’
authority Both of the attorney positions could be provided as permanent rather than project, to
reflect the | ongomg ‘workload. Altematlve},y, ‘the ex1st1ng pro;ect attgmey pmxtlon that expires on
September 1, 2002 could be converted to permanent and the new progeci posﬂ:u:m could ’be prc:wded
for a feur—year mstead of two-»year tenn o : '

L Commerce may ‘be more hkely to attract ‘and retain’ ‘experienced and quahfied'-
candidates 1f it offered permanent, rather than pro_;ect position employment Thetwo current project-

___.attomeys began empleymant with. Cummerce in. Fcbruary, 2001, Tt'is’ pess;ble that the program -

~could: mtmmlze tmover a:ﬁd t;me les{ to traimng new attomeys if a permaneni posmon would be
avallable '

Rt : Hydrogeoiogxsts

8 On May 3 2000, thf: 3 oint Comrmttee on Fmance approvcd 9 0 PR permanent and
3.0 PR, mo—year ‘project: positions. - The ‘project positions .expire ‘on July 1, 2002. The three:
positions were approved as: project instead of permanent because during 1999-01, Commerce
reallocated some of the federal leaking underground storage tank (LUST) funds received from the
interagency agreement with DNR to support existing Commerce staff funded from SEG petroleum
inspection funds, in order to free up SEG funds to pay for two }}epartment of Iustzce pos1t1ons
(descnbed in sectaon ’*D" of thzs paper} through J une 30 2001 = :

: 9 In federaI grant year 200(3 DNR was the Wlsconsm reczpient of a $1 661 0@0 LUST
grant from EPA. - After approval-of a funding allocation by the Joint Committee on Finance in May,:
2000, EPA, DNR and Commerce agreed that DNR would provide Commerce with $798,200 of the
grant. "DNR and Commerce have applied for separate LUST grants for: 2601 EPA approved a
separate grant for Commerce, effective-April, 2001, : : folu
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10 . Commerce has recently requested DOA authorization under s. 16.54 for 12.0 federal
posmons 10 be funded from the federal LUST grant.- Legislative authorization is not needed for the
federal positions. With the creation of the federal positions, the 12.0 PR positions and associated
fundmg mil not be needed and could be deleted as noncontmumg ltems

“ C ClaimRemewers o

Il . 1999 Act 9 provxded Commerca thh $84 2{)0 SEG in 1999 00 f{)r 2 O SEG two«
year preject clami review positions. The act converted the 2.0 SEG positions to PR and. prowded .
$112,200. PR in 2000-01 in a new program revenue annual - -appropriation. . Act 9. authorized
Commerce {0 promulgate rules to assess. and:collect fees to recover its costs of approving requests
by owners. or operators for case closure and providing other assistance requested by claimants at
petroleurn sites. Fees collected under the provision would:have. funded the two claim review staff.

A2 Any fees chargcd hy Connnercc or I}NR after October 29, 1999, for the approvai of
program """ Sm:;c September 19 1998 DNR has chaxged fees relateei t(} case closm-es and much of.
‘the technical and redcvelopmem assistance provided by I DNR for. ‘various brownfields initiatives.
~ Prior to Act 9, the. DNR fees were reambursable under the PECFA pro gram. :

N 13 ' On May 3, 2000 the Jomt Comnnttce on Fmance approved 2. 0 PR onenyear gro_]ect
poszt;ons funded from petroieum tank review and mspecuon fees 1 in the safety and bulidmgs general.
operations appropriation and deleted 2.0 PR project positions under the ‘appropriation for pctroieum_
storage remedial action fees. The Governor's 2001-03 budget includes a separate recommendation
to -deposit the pﬁtroieum tank review and inspection fees. in the SEG petroleum mspectmn fund
mstead of in the safety and bmldmgs program revenue appropnatxon e .

. 14 In Ma}’, 2 Connnerce arguﬁd that 1t dxd not want to charge new fees because (a}

a fee reiated to site closure could have the unintended consequence of delaymg rather than
expediting the closure of sites, which is counter to a program goal of closing sites; (b) new fees
would create an additional workload to administer; and (c) Act 9 included other program changes
that may increase costs to PECFA claimants such as larger deductibles and fees as a condition of
* submitting . a:bid for remediating -a site. Commerce has-not promulgated fees under the Act 9
authority.” At the March, 2001, Joint Committee -on Finance “agency budget bnﬁﬁngs, the
Cemmerce Secretary mdic:ated the Depanment would be wﬂhng to review the issue.

SRR R % Under the bﬂl Commerce Would receive . an addmonai two years of position
&uthonty for rwo claim review staff. Further, under the bill Commerce would not utilize the Act 9
provision to collect fees from PECFA claimants to pay.for a portion of program costs. While this
would be less burdensome to the two-thirds of site owners currently under Commerce jurisdiction
who would not pay a fee for case close-out, it would continue a disparity that -existed prior to
enactment of Act 9:: Site owners under DNR jurisdiction would continue to pay a fee for case close-.
out or certain other requests for technical assistance while Commerce site owners would not. The
DNR fee for a closeout determination on a PECFA site is currently $750. Further, had Commerce
complied with the Act 9 provisions, the Governor and Legislature could have evaluated whether fee
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revenues were adequate to- suppert additional program costs in the 2001-03 biennium.

16. Currently, the two proyzct posmons are vacant. (}ne of the mdlvlduals formeriy in
the positions filled a permanent claim reviewer position funded from the PECFA SEG
appropriation, and the other individual moved on to another job. There are 11 permanent claim
reviewer positions, one of which is vacant and going th_rough ;he recn;itment process.

17. K the Govemor’s recommendation is not approved, Commerce could choose to
promulgate rules to establish fées under the Act 9 provision to fund cialm reviewer activities. This
would "also encourage more equal treatment of PECFA claimants,’ Commerce could request PR
position and expenditure authcsnty from the §omt Comnnttee cm Fmance under secnon 16 50575 15
once it begins to assess fees.

18.  Further, the-' Committee could consider requiring DNR and Commerce to charge
uniform fees to ensure equal treatment of petroleum tank owners.

D. Departmé'm of Justice Contract .-

19. On May 3, 2000, the Joint Committee on Finance approved a Department of Justice
(DOJ) section 16.503 request for 2.0 PR permanent special agent positions to investigate criminal
activity under the PECFA program. The positions are funded from an interagency agreement with
Commerce. The positions have investigated several issues of potential fraud under PECFA

20. Durmc the 1999~01 bienmum Commerce pmd fer the DOJ staff by reallocating
some of the federal LUST funds received from the interagency agreement with DNR to support
existing Commerce staff funded from SEG petroleum inspection funds, thus freeing up SEG funds
to pay for the two DOJ p(asm(ms through June 30, 2001. In add1t1on in 2000-01, Commerce.

received DOA. approvai torelease $51,500 from: unallatted reserve that i is authorized for contracts -+

for field audit of the remediation work at PECFA sites, and to use those funds for a portion of the
DOJ investigator costs. ‘Commerce has determined that it can accomplish the Grlgmal goals of the
field audit activities with existing staff. -

21.  The DOJ contract will cost Commerce $202,700 in 2000-01, and will cost
approximately $204,300 in 2001-02 and $206,000 .in 2002-03 (depending on DOJ staff salary
increases). The $145,000 provided in the bill, combined with the reallocated $51,500, would
provide Commerce with $196,500 to pay DOJ costs. - This would require Commerce to reallocate
approximately $7,300 during the 2001-03 biennium from existing resources to pay the remainder of
DOJ costs.

22, Another ‘option for paying for the DOJ PECFA fraud investigators would be to
transfer SEG funding from the petroletim inspection fund to a DOJ investigations appropriation and
convert the DOJ positions from PR to SEG. However, it could be argnéd that funding ‘the DOJ
costs through an interagency agreement would allow Commerce more involvement in PECFA
investigation decisions by DOJ than may occur if the DOJ costs are funded through a separate
appropriation. '
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23. I the $145,000 is not provided, Commerce could continue to reallocate SEG funds
currently allocated to PECFA audit, claim review or administration of cleanup activities.

ALTERNATIVES TO BASE
A. Attomeys to Haudle Appeals

1 o Approve the Qi_ovemors mcemmendanon to (a) prov1de $44 400 SEG in 2902—03
wuh 1.0 SEG project posmon to extend an attomey position to four years and extend the expiration
date from Scptﬁmber 1,.2002, to Septembcr 1, 2004; and (b) prowde $45,000 SEG in 2001-02 and

$56,700 SEG in 2002-03 for 1.0 two-year project attorney position.

AEtemaitveAj st b e BEGH
2001-03 FUNDING: (Change to Base) L $150,100
: [Changs toBill - 507
2902-53 POSi‘E‘IONS {Ghaﬂgeio&ase} ERUEER-T1 o B
[ Change to Bill 0._00}
e Approve the G()vemors recormnendatzon Wlth one or both of the foﬁowmg
modlﬁcations - '
a. Convert the existing project attorney position that expires on September 1, 2002, to
Berhent, 1 T s w B
b, Providea new project attorney position with a four-year instead of two-year term.
S Instcad of approvmg {he C}ovemors recommendaﬂmn, provzde $49 000 SEG in
2(}01*{)2 and $ 101,100 SEG in 2002-03 for 2.0 permanent attorney posmcms
| AMternative A3 - oo e - SEG
" 2001-03 FUNDING {Charage toBase) - - - $150100"
: e {Change toBilf - - - ... §0F:
2002-03 POSITIONS (Change to Base) L 2.00
) {Change to Bl . . o 000]
4. Maintain current law. (The PECFA program would maintain the existing permanent

a!:tomey, the existing. project attorney. that expires on January 13, 2002 and the existing project
attorney that expires on September 1, 2002.) . '
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Alternative A4 ' SEG
2001-03 FUNDING (Change to Base) $0
[Change to Bifl - 150,700}
2002-03 POSITIONS {Change to Base) 0
[Change fo Bill e =20

B. Hydrogeologists

1. Approve the Governor’s recommendation to provide $131,300 PR in 2002-03 to

convert 3.0 project hydrogeologist pc)smens to permanent for admxmstration of cleanup at PECFA
sites. :

Alternative B1 ’ PR
2891 -03 FUNDiNG {Change to Base} S $1381,300
& {Change fo Bilf F07
2002-03 POSITIONS {Change io:Basey = 3.00
I Change to Bilt 0.00]

2. Delete $612,100 PR in 2001-02 and $655,700 PR in 2002-03 with 12.0 PR positions
to reflect that ongoing funding for the positions will be provided thmugh a direct federal LUST
grant to Commerce instead of through an interagency agreement-with DNR. ™

: 'Aitemativeaz . SR e _' _ s P_B
| 2001-03 FUNDING (Chaﬁga o Base) 81,226,800
[Change to Bill - 1,267,800}
2002-03 POSITIONS (Change to Base) -12.00
{Change to Bill - 12.00]
C. Claim Reviewers
L. Approve the Governors recommendation to provide $82,500 SEG annually to.

convert the funding source for 2.0 PR project claim review positions from program revenue in the
safety and buildings general operations appropriation to SEG petroleum inspection fund and to
extend the expiration date of the pmjcct posmoas by two ycars to July 1, 2003.

Alternative C1 SEG

2001-03 FUNDING (Change to Base) $165,000
[Change to Bill 307
2002-03 POSITIONS (Change to Base) 2.00
[Change fo Bilf ¢.00]
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2. Provide $41,200 PR in 2001-02 and $82,500 PR in 2002-03 and 2.0 PR positions
and require Commerce and DNR to charge uniform fees for case closure and providing other
assistance requested by claimants at petroleum sites. -

Altetnative G2 SR PR
2001-03 FUNDING (Change to Base) $123,700
[Change to Bilf §123,700]
2002-03 POSITIONS (Change 1o Base) 2.00
[Change to Bill 2.00]
3. . Maintain. current law. (Commerce could seek program revenue staff after

administrative rules are promulgated to assess fees under 1999 Act 9.)

Alte.mative CSI SEG.
2001-03 FUNDING {Change 1o Base) © 80
_ {Change to Bill - $165,000]
2002-03 POSITIONS (Changs to Base) S 000
[Change to Bill . -2.00

D. Departmeiit of Justice Contract

_ 1. . Approve the Governor’s recommendation to provide $145, 000 SEG annually to pay _
for contractual services wath the Dcpa.rtment ()f Justice for two speczal mvesngators to investigate .
fraud under the program.

Alternative D1 | SEG
2001-03 FUNDING (Change to Base) $290,000
[Change to Bill $a7
2. Instead of providing funds to Commerce to pay the DOJ contract, provide a direct

appropriation to DOJ from the petroleum inspection fund to pay for the positions. Provide DOJ
with $204,300 SEG in 2001-02 and $206,000 SEG in 2002-03 with 2.0 SEG positions. In DOJ,
delete - $157,200 PR and 2.0 PR positions annually, - In Commerce, delete $196,500 SEG
annually ($145,000 provided in the bill to pay the DOJ contract and $51,500 annually in base
authority that would be reallocated under the bill to pay DOJ costs).

Page 8 Commerce -- Building and Environmental Regulation (Paper #303)




Alternative D2 PR SE TOTAL
2001-03 FUNDING (Change to Base) $0 $307,300 ' $307,300
[Change to Bit - $312,400 $17,306  -$287,100]
2602-03 POSITIONS {Change to Base) - 2.00 2.00 0.00
{Change to Bill - 200 200 0.00]
3. Maintain current law. (Commerce would have to reallocate existing resources to
pay for any contract with DOJ.)
Alternative D3 . SEG
2001-03 FUNDING (Change to Base) 30
[Change to Bill - $290,000]

Prepared by: Kendra Bonderud
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Agency: Commerce
Paperi#: 304

issue: PECFA, High Cost Sites

Recommendation: Alfernative 2(a) & 3
Summary: .

. This is afairly big deal: The governor is attempting 1o transfer more PECFA
cases to'Commerce and away from DNR - even ones that Commerce doesn't
really have legal authority to handle (.e. non-petroleum spills). The govemor's
proposal also conflicts with the state's hazardous substance spills law. Alt, 2(Q) &
3 make needed changes but still implement the guts of the governor's proposal.

By: Bamy



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

May 2,2001 * - Joint Committee on Finance =~ Paper #304

PECFA - ngh-Cost Sites
(Commerce -- Building and Environmental Reguiatmn)

[LFB 2001-03 Budget Summary: Page 190, #3]

CURRENT LAW

DNR -administers remedial actions and completion of cleanup at high-risk petroleum
storage tank discharge sites and at medium- and low-risk petroleum storage tank discharge sites-
that also have contamination from non-petroleum hazardous substances. Commerce administers
remedial actions and completion of cleanup at low- and medium-risk petroleum storage tank
discharge sites. '

GOVERNOR

Create a definition of "high-cost site” to mean the site of a discharge of a petroleum
product from a petroleum storage tank at which more than $200.,000 in eligible PECFA costs
have been incurred. Create a definition of "category one high-cost site” to mean a site of a
discharge that is a high-cost site on November. 30, 2001, for which written approval of the
completion of remedial action activities has not been issued on or before that date by DNR or.
Commerce, whichever agency has jurisdiction. The two Departments would be required to
oversee the remedial action activities at these sites in a manner that remedial action activities are
completed for at least 15% of those sites in each 12-month period and that remedial action
activities are completed at all category one high-cost sites no later than December 1, 2006, or 10
years after the site investigation: is completed, whichever is later.

Create a definition of "category 2 high-cost site” to mean a site of a_ dtscharee that
becomes a high-cost site after November 30, 2001, if either more than 3400 000 in ehg;ble
PECFA costs have been incurred or remedial action activities have not been completed within
seven years after the site investigation is completed. Commerce would be required to oversee
the remedial action activities for category 2 high-cost sites. This means that sites classified as
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category 2 high-cost sites under the bill that are currenﬁy high-risk sites under the }unsdzcmon of
DNR would be transferred to Commerce. Under the bill, Commerce would be required to
administer the remedial action activities at category 2 high-cost sites so that remedial- action
activities are completed within three years after the site becomes a category 2 high-cost site.

The requirement that DNR and Commerce administer the remedial action activities at
PECFA sites so that remediation is completed within a certain period of time would not- apply to
a PECFA claimant that: (a) is a local government, if federal or state financial assistance other
than from PECFA, has been provided for that expansion or redevelopment; or (b) is engaged in
the expansion or redevelopment of brownfields, if federal or state assistance other than PECFA,
has been prowded for t;‘nat expanswn or redevefopment

DISCUSSION POINTS

1. DOA ofﬂczals indicate that the intent of the provision is to place more emphasis on
directly managmg the cleanup of high-cost PECFA sites within a reasonable time frame and thus
reducing overall costs to the program.

2. As the PECFA program matures, most of the site owners or operators who are able.
or willing to complete a site cleanup will have done so. The remaining sites are more likely to have
owners who are unwilling or unable to complete the cleanup, or owners who are not credit worthy
and can not obtain financing to-complete the cleanup, or may have complex cleanups that may take
a long time to complete. - Commerce and DNR administration of cleanup: at these sites might
involve increased enforcement actions, active review of the cost of sites and increased bidding of
remedlatmn proposa.ls '

: i 3 Not ail sites that incur more than $200000 in ehgxbie PECFA costs would be -
category one" or category 2" high-cost sites. High-cost sites would include the following types of
sites:

‘a’ " Sites that have incurred more than $200,000 in eligible PECFA costs on or before
November 30, 2001, would be category one h1ghwcost sites. This'would be a fixed group of sites.
Commerce estimates that thére ‘are at least 1,000 open sites that fit this definition, based on data
submitted by lendérs about unreimbursed outstanding loan balances and Commerce data about
reimbursed costs. However, this includes data from approximately two-thirds of lenders and does
not iniclude data from the two largest lenders, so the number of category one high-cost sites is
probably” h1gher (Cominerce estimated that as of December, 2000, there were approximately 500-
600 ‘open ‘active sites where ‘one or more claims have been paid totaling more than $200,000; but
this does not include sites where a claim has been paid for less than $200,000 but total incurred
costs are more than $200,000.) DNR and Commerce would have to oversee the remedial action
actmt;es at these sites so that the remedial action activities are completed for at least 15% of the
sites in each 12“manth per;od and for all of the sites no later than December 1, 2006, or 10 years
after the szte mves‘aganon is compieted whmhever is later.

b Sites that incurred $200,000 or less in eligible PECFA costs on or before ].\zovember

Page 2 Commerce ~ Building and Environmental Regulation (Paper #304)




30,. 2001, would not.be category one high-cost sites.. If the eligible costs at such a site exceed
$200,000 after November 30, 2001,it would not become a category 2  high-cost site until it incurs .
more. than - $400,000. in -eligible PECFA costs or if more than seven years elapse after the
investigation with no completion of remedial -action activities. Thus, some sites would eventually
incur over $200,000 in eligible PECFA costs but would not be a category one or category 2 high-
cost site and Commerce and DNR would not be required to oversee the remedial actzon activities at
these sites to reach completian Wlthm a spemﬁc amount of time. : :

S oras Sitf:S that mcmed $20{) OGO or less n ehgible PECFA costs on or before November :
30 2001, would become category 2 high-cost sites if eligible costs incurred exceed- 5400 000 after
- November 30, 2001, or if the costs incurred at the site exceed $200,000 after November 30, 2001,
and remedial action activities-have not been completed within seven years after the investigation is -
completed..- Any of these sites currently under: the jurisdiction of DNR would be transferred to.:
Commerce when they become a category 2 high-cost site. ‘This would include high-risk petroleum
tank sies and any site under the jurisdiction of DNR (including medium- or low-risk sites) because
of contamination from a hazardous substance other than petrolewm in addition to contamination
from'a petroleum product discharge. © Commerce would be required to administer the remedial
actien-activities 4t the portion of ‘the site -contaminated by petrolewm so ‘that the remedial ‘action
activities ‘are comipleted within the three years after the site becomes a category 2 high-cost: site.’
Under the bill, DNR would retain Jur;schcuon for the nonwpetraleum porﬂan of the contamination at-
a category 2 high—cost Slte R - : i ‘

s 4 The reqmremsni in: the bﬂI that DNR and Commerce oversee the remed;a.l action-
activities -at.certain high-cost sites so that the remedial action.activities are completed within a
specified period of time is in potential conflict with the compliance requirements under the
hazardous substance spills law. The bill could be amended to specify that the requirement that

o DNR and Cemmerce: oversee c()mpiemen of remedial action activities within certain permds oftime '~

does not cxempt Commerce and DNR from complymg Wlth the hazardeus substances spﬂls law. -

S The proposed mciasxon Wztinn the dcﬁmt}on Of c:ategory 2 hlgh—cest sites under.
Commerce jurisdietion of some sites that have contamination from a hazardous substance other than
petroleum in addition to the petroleum product discharge, represents a change in current policy-that
retains. jurisdiction for all non-petroleum sites under DNR. . The statutes specify that DNR has
jurisdiction for sites: with -contamination from non-petroleum sources in -addition to petroleum- -
sources. If the Committee wishes to maintain the current policy, the bill could be amended to
exempt sites with contamination from a hazardous substance other than petroleum from the
deﬁmtwn of category 2 hxgh—cest sites, : S

_ 6. Connnerce is cum:ntiy authemzed o adxmmster rcmedzal actmns at’ sm:s w1th
discharges of a petroleum product from a petroleum product storage tank and is not authorized to
respond to discharges of non-petroleum product.  While the bill would transfer some category.2.
high-cost sites: from DNR to Commerce that have contamination from a non-petroleum hazardous
substance, the bill does not .authorize Commerce to administer remedial .action activities at such
sites.. Under the bill, some category 2 high-cost sites transferred from DNR to Commerce have
petroleurn and non-petroleum -contamination, so Commerce would administer the . petroleum
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cleanup but DNR: would retain responsibility for administering the cleanup of the non-petroleum
contamination at the site. "DNR has been ‘given jurisdiction for these sites to avoid having two
agencies responsible for one site. If the Committee wishes to provide Commerce with the authority
to administer-cleanup of hazardous substances other than petroleum product dascharges at category
2 hlgh~cost sites, the bﬂi could be amended te do S0i: . - L

7. The bﬂ} does not contam any penaltzes for DNR Commerce or s;te OWRETS. xf
cleanup at less than 15% of category one high-costs is completed each year. For example, if one or
both of the agencies oversee remedial ‘action -activities so:as'to complete 14.9% of cleanups at
category-one high-cost sites in a- year, the: agencies would‘not be in-compliance with the law but
there would be no-penalties for the agencies or the owners of open active category orie high-cost
sites. ' DOA officials indicate that'the 15% requirement could be viewed as agoal; ‘However, the
bill includes‘it as a requirement. - DOA indicates that if DNR and Commerce do not close 15% of
sites in each of: the next two years, DGA wou}d effer altematzve soiunons in the 2003-05 bienmal
budget b i e n i B . P

R 8. Commerce has 1mplemented an Internet—based mf:thod for coﬂectmg mformatmn
about costs: mcurrad from lenders and-is in the process of implementing:an Internet-based. method
for coﬂecnng information from consultants about future costs and the status of site remediations. It
is unclear how: Commerce and DNR will determine whether the costs incurred exceed $200,000 on
November 30, 2001, to meet the definition of a category one high-cost site. . It is also unclear how
the agencies will determine the point in time after November 30, 2001, that the costs incurred at a
site- exceed $400,000.  The databases of the two agencies should have sufficient information to
detemame the pomt intime’ that seven years has eiapsed since the mvcstlgaﬁon was completed

R F Adrmmstratlve mle Comm 47 338 has a process, effectwr: 3 anuary I 1999 that

L alinws Commerce 10 reqmre a redetemnnatzon of costs for any: f:mstmg site to establish a total cost,.

excluding interest but including all closure costs, to achieve the status.of a closed remedial action. -
After reviewing the total cost, Commerce may approve and establish a cap on total costs, excluding

interest; deny approva.’i of costs; approve- system enhanoemenm bundle the site with another

remediation; or direct the sité through a public bid process ‘to establish a lower site cost. - Commerce

and DNR are begm_m_ng to implement this provision. Cominerce and DNR are also beginning to

receive ‘annual reports’ from sites about the status of ‘cleanup and, during 2001, to'develop the

process ‘of an’annual réview of sites as required under 1999 Act 9. Under both of these provzs;ons,

the maximum reimbursement for a speczfic site can be limited. : :

10. The proposed exem;pnon of certain locai govcmments or persons engaged 'in
brownfields redevelopment with other state or federal financial assistance from the requirement that
DNR and Commerce administer the cleanup within specified periods of time could be viewed as a
recognition ‘that- these : projects -sometimes take -a longer period- than projects ‘managed -by. the
responsible party. The exemption would recognize that local governments or-persons engaged:in
brownfields projects often-get involved only after a property has been abandoned or has sat idle
with contamination identified but no remediation work being accomplished for a long period of
time. However, since the requirement is placed on DNR and Commerce to oversee cleanups within
specified times rathet than for an individual site to complete a cleanup ‘within a specified time, it is
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unclear what effect the exemption would have on specific sites.

11. It could be argued that the current statutes and administrative rules contain sufficient
provisions to establish a maximum reimbursable site cost, excluding interest, and that the proposed
definitions of high-cost sites do not enhance that authority. PFurther, the proposed directive for
Commerce and DNR to oversee cleanups of certain sites within a specified time may be difficult to
administer for specific sites, may be largely unenforceable and is in potential conflict with the
hazardous substance spills law.

ALTERNATIVES TO BASE

1. Approve the Governor’s recommendation to: (a) create the definitions of high-cost
sites; (b) direct Commerce and DNR to oversee cleanup at category one high-cost sites so that
cleanup is completed for at least 15% of those sites is completed in each 12-month period and is
completed at all category on high-cost sites no later than December 1, 2006, or 10 years after the
site investigation is compieted whichever is later; (c) direct Comumnerce to oversee cleanup at
category 2 high-cost sites; (d) direct Commerce to oversee cleanup at category 2 high-cost sites so
that cleanup is completed within three years after the site becomes a category 2 high-cost site; and
(e) specify that the requirement that DNR and Commerce administer cleanup activities so that they
are completed within a specified period of time would not apply to certain local governments and
persons engaged in the expansion or redevelopment of brownfields.

2. Approve the Govemor’s recommendation and modify authority over sites
contaminated by hazardous substances other than petroleum in one of the following ways:

. a Specnfy that category 2 high-cost sites would not include sites contaminated by a
'-'hazardous z.ubstance ather than the petroleum pmduct zhat was d;scharged fmm the peimleum
product storage tank. (These sites would remain under DNR jurisdiction as they are under current
law.)

b. Specify that if a category 2 high-cost site is transferred from DNR to Commerce
under the bill and has contamination from a hazardous substance other than the petroleum product
that was discharged from a petroleum product storage tank, Commerce would be authorized to
administer the cleanup of both the petroleum and non-petroleum hazardous substances.

3. Approve the Governor’s recommendation as modified to specify that as DNR and
Commerce oversee the remedial action activities at category one high-cost sites, or as Commerce
oversees the remedial action activities at category 2 high-cost sites, the current requirement to
follow the hazardous substances spills law takes precedence over the requirement to oversee
remedial action activities so that the remedial action activities are completed within specified
periods.

4. Maintain current law.

Prepared by: Kendra Bonderud
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MO#

BURKE ¥ N A
DECKER Y N A
MOORE Y N A
SHIBLSKI Y N A
PLACHE Y N A
WIRCH Y N A
DARLING Y N A
WELCH Y N A
GARD Y N A
KAUFERT ¥ N A
ALBERS Y N A
DUFF Y N A
WARD Y N A
HUEBSCH Y N A
COGGS Y N A
HUBER Y N A

AYE NO ABS




Agenc_:y: Commerce

Pé:pér # 305

Issue: PECFA, Inferest Cost Reimbursement /2

Recommendation: AM(D) & 2 O
B3(3) & (5) T
C(H R
b -

; Scn‘f really care what happens here. The govemor's recommendations
are ok, but some of FB's suggestions seem a little more fair for existing claimanis.

By: Barmy




Legislative Fiscal Bureau
One East Main, Suvite 301 » Madison, W1 53703 « (608) 266-3847 » Fax: (608) 267-6873

May 2, 2001 Joint Committee on Finance - Paper #305

PECFA -- Interest Cost Reimbursement
(Commerce - Bmldmg and Envxronmemal Regulation)

[LFB 2001-03 Budget Summary: Page 191, #4]

CURRENT LAW

Under the Petroleum Environmental Cleanup Fund Award (PECFA) program, the
maximum reimbursable interest costs are 1% above the prime rate for loans secured on or after
October 17, 1997, and before November 1, 1999.. For loans secured on or after November -1,
1999, reimbursement for interest costs is limited based on the applicant’s gross revenues in the
most recent tax  year as follows: (a) if gross revenues are up to $25 ‘million, interest
reimbursement is limited tothe prime rate minus 1%; and (b) if gross revenues are over $25__

" million; interest reimbursementis };mzted to 4%: o o : -

GOVERNOR

Lzmxt interest cost reimbursement for PECPA claimants as follows: (a) if an applicant
submits the final PECFA claim for rmmbursement of cleanup costs under the program later than
the 60™ day after receiving written notification from DNR or Commerce that no further remedial
action is necessary with respect to the discharge, the applicant is ineligible for reimbursement for
interest costs incurred after that day; (b) if cleanup activities are not completed within 10 years
(the first day of the 121* month) after the investigation of the petroleum storage tank discharge
was completed, the applicant is ineligible for reimbursement for interest costs incurred after the
10-year period; and (c) if the site investigation was completed more than five years (the first day
of the 617 month) after the applicant notified DNR or Commerce about the discharge or more
than two years (the first day of the 25*’_’.month)- after the effective date of the bill, whichever is
later, the applicant is ineligible for reimbursement for interest costs incurred after the later of
those periods.
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Create a definition of "category one hlgh~cost sites" ‘that have incurred more than
$200,000 in PECFA costs on November 30, 2001, for which written approval of the compieuon
of remedial action activities has not been issued on or before that date. Specify that for category
one high-cost sites, if the 121% month afier completion of the investigation happens before
December 1, 2006, and the site cleanup has not been completed, interest costs would be
ineligible after December 1, 2006, rather than being mehgzble costs after the 121* month as for
sites that are not category one high-cost sites. '

The interest cost reimbursement limits under the bill would not apply to: (a) local
government applicants who receive federal or state financial assistance other than PECFA for the
expansion or redevclopment and (b) apphcanis engaged in the expansion or redevelopment of
brownfields, if federal or state financial assistance other than PECFA was provided for the
expansion or redevelopment.

DISCUSSION POINTS -

1. The provisions would end loan interest cost reimbursement after specific dates for
PECFA sites that do not complete specified activities after the date. The effect of the bill would
vary for individual PECFA sites, depending on the time that elapses: (a) between notification‘of the
discharge and completion of the site investigation; (b) between completion of the site investigation
and completion of the remedial action activities; and (c) after completion of remedial action
activities until ‘submittal of the final PECFA claim. The effect would also vary dependmg on
whether asite has mc:urred more than $2{)0 000 in PECFA costs on chember 30 2001. '

2 . The admlmsiration mdlcates that the intent of the provision is to encourage owners

. and consultants to complete site cleanup, and that the ‘potential to lose interest cost reunbursement_ L
: should compel them to brmg their sites to closure in'a umeiy manner. Further, the provision would.

limit state PECFA reimbursement for interest costs at sites where cleanups may be proceeding
slowly.

3. Most sites would have five years between the notification of the discharge and
completion of the site investigation, 10 years between completion of the site investigation and
completion of the remedial action activities and 60 days between compieimn of the cleanup and
submittal of the finaf clalm before the owners lose any mterest cost rezrnbm'sement

4. In comparison, the agricultural chemical cleanup program administered by the
Department of Agriculture, Trade and Consumer ‘Protection specifies that applicants lose program
eligibility if they do not submit a claim within three years of completing the investigation and
cleanup of -the ‘agricultural chemical spill. The program does not reimburse loan interest costs
incurred before the applicant submits the claim to DATCP, but pays interest reimbursement at the
prime rate from the date DATCP receives a compiete application to the date DA’I’CP pays the
claim.
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Submittal of a Final Claim

-5. Lnder the bill, PECFA clalmams would have 60 days after receiving written
notification that no further action is necessary with respect to the discharge, to submit the final
PECFA claim. Claimants would be ineligible for reimbursement of interest costs after that date.
Eligible costs and interest costs incurred before the 60 days would continue to be eligible costs. The
provision would encourage claimants to submit the final PECFA claim in a timely fashion after
completion of the cleanup. The provision would also limit state expense for interest costs incurred
after a cleanup is completed. :

6. Commerce and industry officials note that it may be difficult in some cases for
claimants to gather the necessary paperwork in 60 days. It might take 90 to 180 days for claimants
to receive all invoices from contractors and consultants, pay invoices, obtain required canceled
checks from lenders and assemble documentation of expenses before submitting a claim to
Commerce. . The bill could be amended to provide a longer deadline to assemble required
documentation for submittal of a claim, yet retain the bill’s incentive to submit a claim in a timely
manner. However, the administration indicates that 60 days should be adequate in most cases.

7. I{f wntten nonﬂcatlon that no further remedial action is necessaxy occurred more
than 60 days before the effective date of the bill, claimants could lose reimbursement of mterest
costs on the effective date of the bill. In addition, while it might be difficult for Commerce to
impose the interest cost limitation retroactively, the bill does not prohibit Commerce from doing so
if the 60 days happens before the effective date of the bill. It could be argued that claimants should
not potentially lose interest cost reimbursement retroactively. The bill could be amended to clarify
this.

' 8. It could also be argued that all cIazmants should have mne after the effectwe date of
the bill to submit their final claim before losing interest cost reimbursement. The bill could be ™
amended to -allew a claimant who received written notification before the effective date of the bill
the same number of days to submit a claim. as a claimant who receives written notification on or
after the effective date of the bill. For example, if the Governor’s recommendation would be
adopted to require that interest costs incurred after the 68& day after receiving the written
notification would be ineligible costs, the bill could also be amended to provide that if the written
notification occurred before the effective date of the bill, interest costs incurred after the 60 day
after the effective date of the bill would be ineligible costs. '

Time Period after Completion of a Site Investigation

9. Under the bill, if the remedial action activities are not completed within 10 years
afier the site investigation was completed, the claimant would be ineligible for reimbursement for
interest costs incurred after the 10-year period. However, "category one high-cost sites” that have
incurred more than $200,000 in PECFA costs on November 30, 2001, would have at least until
December 1, 2006, to complete the remedial action activities before losing interest cost
reimbursement.
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10. It could be argued that 10 years is a sufficiently long period of time for a site to be in
the cleanup phase after the site investigation is completed, and that the provision would provide an
inicentive for a site owner or operator to hasten the ¢leanup to closure However, it is likely that
many sites ‘that ‘take miore than 10 years to finish the cleanup take a long time because they have
complex-: enwronmental issues, affect’ groundwater or drinking water supplies, have contamination
from peiro}eum and non-petmlenm sources; have c:omplmated basmess or ownershap issues, or have
a responszblc party ‘that 18 unable or unwﬂhng to finance a'‘cleanup. ' Site owners for some’ of these
sites ‘may have ‘requested DNR-or Commerce to approve the completion 'of the remedial action
activities and may have been ‘told to complete additional activities before the approval will ‘be

- granted. : :

11, 'DNR officials estimate that there are 3;534 open sites‘in the databases of both DNR-
and Commerca that have site investigations. Tn the database of DNR sites that have not been
reconciled - wzth the ‘Commerce “database, there ‘are’ an additional - 227 sites that have site
mvesngauons “Out of these tWo -groups of sites, apprommately 8(}-110_ sites’ wxll have: sxtsc’
investigations’ older than IG yf:ars “old in'the fall of 2001. If remedial action activities are not
completed at ‘these sites’ between now and the' effactlve date “of the bill, these sites would lose
interest. cost rexmbursemem for costs mcurred on the effective date of the hill (if the site
mvasmganon is 10 years ‘on the effectwe date) Addmonai sﬁes wﬂ} reach the }(} -year m;lestone
after the effecnve date ef the bﬂl

-12.° The bill does ‘not pro}ubzt Commerce from Inmtmg interest cost reimbursement
retroactively if the date that'the site mvest;gatmn reaches 10 years old happens before the effective
date “of the bill." Tt couid be argued that claimants’ ‘should not lose interest cost reimbursernent
retroactively. The bill could be amended to specify that if 10 years after the completion of the site

 investigation occurred before thf: effectwe date of t.he b111 mterest cost relmbursement weuld end on
'_:(nctbefore)theeffecnvcdate i SRS e i E

130 A “category one- I’ngh—cost sﬁe" {hat incurs more'than $2{){) OGO in eimble costs on
November 30, 2001, ‘with a site investigation older than December 1, 1996 (approximately five
years before the effective date of the bill) would have approximately five: -years after the effective
date of the bill to complete the cleanup (fall of 2001 to December 1, 2006). ‘If a category one high-
cost site has a site znvestlgamon that was compieted since December 1, 1991, it would have 10 years
after the date of the site investigation to cemplcte the cleamzp before 1osmg mterest cost
reimbursement.

14.  If a site incurs $200,000 or'less in costs on or before November 30, 2001, it may or
may not incur more than $200,000 in costs after November 30, 2001, and would lose interest cost
relmbursement at whatever date it reaches 10 years after the site mvest;ganon This d:stmcnon
could cause three sites wzth s;mx}ar costs and similar site investigation completion dates to lose
interest cost relmbursement on very dszerent dates. For example if hypothencaﬁi Site "A", Site “B“'
and Site "C“ all had site znvestlgatxons cempietec’f onl anuary 1, 1992, their ehglbllity for mterest'
cost reimbursement could end on’ different dates. If Site A incurs $201,000 in eligible costs by
November 30, 2001, it would lose interest cost reimbursement if the cleanup is not completed by
December 1, 2006. If Site B incurs $199,000 in costs by November 30, 2001, and no costs after that
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date (but does not receive a site closeout. authorization until 2002}, it would lose interest cost
reimbursement if the cleanup is not completed by January 1, 2002. If Site C incurs $199,000 in
costs by November 30, 2001, and an additional $2,000 in costs in December, 2001, it would have
the same total costs as Site A but would lose interest cost reimbursement onl anuary 1, 2002

15 It coulid be argued that alI sztes WIth 10 -year 01d site mvesugatzons, not 3ast cateﬁcry
one high-cost sites that have incurred more than $200,000 in eligible costs on or before November
30, 2001, should have time after the effective date of the bill to move their site from investigation to
completion of cleanup. An alternative to the bill would be to allow all sites until December 1; 2006
to complete the cleanup. Another alternative would be to delete the provision that category one
high-cost sites have until December 1, 2006, and instead allow all sites a specified time after the
effective date of the bill. For example, the bill could be amended to allow the applicant 10 years
after cc}mpleuon of the site investigation, or two vears after the effective date of the bill, whichever
is later, to complete the cleanup before losing interest cost reimbursement. This would allow such
sites two construction seasons 1o complete the cleanup. Another alternative would be to allow thrce
years instead of two years after the effective date of the bill.

Time Period After Notification About the Discharge

16.  Under the bill, an applicant that notified DNR or Commerce about a discharge
before the effective date of the bill would have between two and five years after the effective date of
the bill to complete a site investigation before losing interest cost reimbursement. An application
with a discharge notification date at three or more years before the effective date of the bill would
have two years after the effective date to complete the site investi gation. An applicant who notified
the agenmes about a dlscharge less than three years before the effective date of the bill would have
five years . after the effective date of the bill to complete the site investigation. . Similarly, an
. apphcant who nctxﬁes the agencies about a dlscharge on or after the effecﬂve date of the bill would - -
‘have five years after the notification date to compete a site investigation. B

17. DNR officials estimate that there are 1,354 open sites in the databases of both DNR
and Commerce that have not yet completed site investigations. Of this total, approximately 974 of
the sites would have a discharge notification date more than three years old ‘as of the fall of 2001
and would have two years to complete their site investigation. In the database of DNR sites that
have not'been reconciled with the Commerce database, there are an additional 1,153 sites that have
not completed site investigations, of which 691 have a discharge notlﬁcatlon date more than three
years beforf: the faH of 70(}1 :

. .18..._- It could be argued that it is reasonable to require owners ‘to complete the site
investigation within five years after the owner notifies DNR or Commerce about the discharge.
Every owner of a site with a mt;cc over three years Gld wouid have two years to complete the site
mvesﬁgatzon : S : :

- Exemptians from the Interest Cost Limitations

19.  The exemption from the interest cost reimbursement limitations of certain local
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governments and persons engaged in the expansion or redevelopment of brownfields would provide
that such parties would not face the same time limits as other parties to complete the PECFA
cleanup.: It could be argued that the exemption would recognize that local governments or persons
engaged in brownfields projects often get involved only after a property has been abandoned or has
sat 1die with contmnauon 1dent1ﬁed but no remeciaatloﬁ work bemg accomphshed for a long period

ALTERNATIVES TO BASE

A Submittal of Claim _

I Prowde an apphcant w1th one of the followmg numbers of days after recemng written
notification that no further remedlal action i$ necessary, to submit a final PECFA claim for
relmbursement of cleanup cests befora becormng mehglble for interest cost reimbursement after
that date. "

a. - 60 days (the Governor’s rccommendauon)
b. 90 days.
¢ 120days. . -
d 180days.
2.0 In'addition to approvmv Ahemauve Al, specify that if an apphcant received wntten

notification that no fuither action is necessaxy before the effective date of the bill, he or she would
have the spcc_x_ﬁ_e_d aitemat_e_ nu_mber_ of days after the ¢ff§:ct1ve date of the bill to submit 2 final claim.

3. “Maintain current law. -

B. Compleuon ef Cieannp after Site 1nv&ﬁtlgatmn

1. Adopt the Govemors recommendatmn to provide that: (a) if the remedxal action
activities were completed more than 10 years after the investigation was completed, the applicant 1s
ineligible for reimbursement for interest costs incurred after the 10-year period; and (b) category
one high-cost sites that incur more than $200,000 in eligible PECFA costs on November 30, 2001,
would have until the later-of 10 years after the investigation or December 1, 2006 to complete the
cleanup before losing interest cost reimbursement.: ' g :

2. Approve Altematxve Bl and in adchuon spec1fy that if cleanup activities are not
completed within 10 years after the investigation of the petroleum storage tank discharge was
completed, or before the effective date of the bill, the applicant is ineligible for reimbursement for
interest costs mcurred aftcr the Iater of those periods.

3. Approve Altematzve B1 anci in addluon specify that if cieanup activities are not
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completed within 10 years after the investigation of the petroleum storage tank discharge was
completed, or within two years after the effective date of the bill, the applicant is ineligible for
reimbursement for interest costs incurred after the later of those periods.

4. Approve Altermative Bl and in addition, specify that if cleanup activities are not
completed within 10 years after the investigation of the petroleum storage tank discharge was
completed, or within three years after the effective date of the bill, the applicant is ineligible for
reimbursement for interest costs incurred after the later of those periods.

5. Modify Alternative B2, B3 or B4 to delete the Governor’s recommendation that
would provide category one high-cost sites that incur more than $200,000 in eligible PECFA costs
on November 30, 2001, until the later of 10 years after the investigation or December 1, 2006, to
complete the cleanup before losing interest cost reimbursement.

6.  Specify that: (a) if the remedial action activities were completed more than 10 years
after the investigation was completed, the applicant is ineligible for reimbursement for interest costs
incurred after that date or December 1, 2006, whichever is later; and (b) delete the separate interest
cost reimbursement limitation for category one high-cost sites.

7. Maintain current law.

C. Completion of Site Investigation After Notification of Discharge

L. Adopt the Governor’s recommendation to provide that if the site investigation was
completed more than five years after the applicant notified DNR or Commerce about the discharge
or more than two years after the. effective date of the bill, whxchever is later; the applicant would be
ineligible for reimbursement for interest costs incurred after the later of those periods.

2. Maintain current law.

D. Exemptions from Interest Cost Limitations

L. Approve the Governor’s recommendation to provide that the interest cost
reimbursement limits would not apply to: (a) local government applicants who receive federal or
state financial assistance other than PECFA for the expansion or redevelopment; and (b)
applicants engaged in the expansion or redevelopment of brownfields, if federal or state financial
assistance other than PECFA was provided for the expansion or redevelopment.

2. Maintain current law.

Prepared by: Kendra Bonderud
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Issue : PECFA, Farm Tank Eligibility
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Legislative Fiscal Bureau
One East Mai_n, Suite 3Qi -_Madis_on,_ W1 53703 « (608) 266-3847 » Fax: (608} 267-6873

May 2, 2001 Joint Committee on Finance Paper #306

“PECFA -- Farm Tank Eliglblhty
(Commerce o Bu;ldmg and Env:romental Regulataon)

[LFB 2001-03 Budget Summary: Page 192, #5]

mm LAW

“Farm petroieum product storage tanks of 1 ,100 gallons or less capamty are ehg1ble for
reimbursement of cleanup costs under the PECFA program if the owner or operator owns at least
35 acres of contzguous land devoted primarily to agncultural use that produced gross farm profits
of .at Jeast $6, 000 in the year before the owner or. operator submits a -claim for. PECFA
reimbursement or gross farm profits of at least $18, 000 during the three years before applzcatlen _

o and 1f the owner or Gperator recewed a letter from DNR or Commerce mdacaimg thai the owner e
st cnndnct a cleanup The maxamum award for farm tanks i is $100; 000 with a deducnble: of -

$2,500 plus 5% of eligible costs.

GOVERNOR -

' Specxfy that: (a) an owner or operator ‘who formerly owned at least 35 acres ‘of
contiguous land devoted prxmanly to agricuttural use would be el gibie to subrmt a PECFA claim
if the owner or operator submits a PECFA claim within one year after he or she transferred
ownership of the land, and the land produced gross farm profits of at least $6,000 in the year
before the owner or operator transferred ownership or gross farm profits of at least $18,000
during the three'years before the transfer of ownership; and (b} the current or former owner or
operator of the farm tank, ‘whichever is applying for PECFA reimbursement under the bill, is
eligible only if the farm tank is located on the parcel that meets the gross profits eligibility test.

DISCUSSION POIN TS

1. The current PECFA coverage for small farm tanks 15 1ntended to cover active farms
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that meet specific criteria related to farm acreage and farm income. Farm tank claimants must own
the required 35 contiguous acres at the time of submittal of the PECFA claim and must have met the
farm income test in the year ($6,000 of farm profits) or three years ($18,000 of farm profifé) before
submitting the claim. The criteria have the general effect of prohibiting PECFA eligibility for farms
that are bemg subdivided or have been taken out of agnculmral use.

2.  As of April 1, 2001, Commerce had pazd 139 farrn tank claims totahng $5 334, 771
Commerce recently performed a field audit of 120 farm tank claims, including 111 claims paid
totaling $4,581,170 and nine claims disgnalified before payment of $282,834 in submitted costs.
The Department found that 46 of the 111 paid cl::ums {41%) were ineligible but that PECFA
payments of §1, 850,836 had been made for these claims. Under current law, Commerce would
have to seek cost recovery of the ineligible amounts.

3. Commerce officials indicate that 44 of the 46 paid but ineligible claims are ineligible
because the owner transferred ownership of thé property before submitting the PECFA claim.
Commerce paid $1,813,398 for these claims and may have to seek cost recovery of this amount.
Commerce also dxsqualiﬁed six claims before payment of $264,128 because the claimants
transferred ownership of the property before submitting the claim. If the ownership provision were
modified to make some or all of these claims eligible, Commerce would need to check additional
information for some of these claims to determine whether other program criteria were met, such as
related to the 35 contzguous acre and farm 1ncome rf:quarements _

40 Cormnerce officials indicate that there” ‘has been confusmn among owners,
consuitants and PECFA 'staff about the spec:lﬁc ownershlp criteria required for farm tank ehgibﬁrcy
In addition, several claims were proccssed withont having all ownership documents in possession of
= Commcrce at. the tame of the claim review. Apparcnﬂy, there may also be sites:where all remedial

" action ‘activities ‘were’ done in -accordance” with. PECFA requirements but the s:laxm was not
submitted before the property was sold.

5. Commerce audit data shows that 15 of the paid but ineligible farm tank claims, with
$444,613 in paid PECFA costs, might become eligible under the bill’s provision to allow submittal
of the claim within one year of transfer of ownership. If the bill would be amended to allow
snbmnta} of the claim within two years of transfer of ownership, 19 additional paid but ineligible
claims, with $830,082 in pmd costs, might become eligible (34 total for $1.3 million). I the bill
would be amended to allow submittal of the claim within three years of transfer of ownership, seven
additional paid but. mehgibis ciaims with. $2’74 575 in paid costs, might become eligible (41 total
for $1.5 million). If the bill w:auid be amended to allow submxttal of the claim anytime after the
transfer of ownerslnp, three additional paid but ineligible claims, with $264,128. in paid cost could
becc}mc eligible (44 total for $1.8 million). The actual pumber and amount . of claims that would
become eligible would depend on the results of additional Commerce review of acreage and farm
income requirements.

6. Most of the 44 paid but ineligible farm tank claims and six dénieﬂ claims would be
eligible if the ownership eligibility standard would be amended to allow PECFA eligibility if the
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owner and property met the program definition of farm tank at the time the claimant notified the
Commerce of the discharge. It is likely that there are potential claims that have not been submitted
because of the ownership criteria but could be submitted and paid if the statute would be amended.

7. In its 2001-03 budget request, Commerce suggested that farm tank eligibility be
changed to allow submittal of a claim within three years of the ownership transfer or if the owner
met the eligibility criteria at the time of the initial eligibility determination (at the time of
notification of the discharge). Industry representatives have recommended that the bill allow
PECFA eligibility if the owner and property met the program definition of farm tank at the time of
the initial notification of the discharge. While amending the bill to do this would be an expansion of
coverage beyond current law and the bill, it would allow a number of paid claims to be restored to
eligibility and would provide eligibility to farm tank owners who did not submit claims because
they are currently ineligible.

8. Under current law, Commerce will have to undertake cost recovery of 44 paid farm
tank claims. Under the bill, some, but not all of these claims will become eligible, and Commerce
will have to undertake cost recovery of other paid but ineligible claims. It is likely that the
provision in the bill would allow payment of a few claims that had been submitted and denied
before being paid, and payment of claims that have not been submitted because they are ineligible
under current law.

9. The bill’s requirement that the farm tank be located on the parcel of 35 or more
contiguous land that meets the gross profits eligibility test appears to be a reasonable clarification.
Thus, the tank would have to be located on the eligible land rather than other land. Commerce
officials indicate that change would simplify and clarify coverage.

ALTERNATIVES TO BASE

1. Approve the Governor’s recommendation to: (a) allow an owner or operator who
formerly owned a PECFA-eligible farm tank to submit a PECFA claim within one year after he or
she transferred ownership of the land, and the land met the gross farm profits test in the year ($6,000
of gross farm profits) or three years ($18,000) before the transfer of ownership; and (b) specify that

a farm tank must be located on the parcel that meets the gross profits eligibility test, in order for the
current or former owner or operator to be eligible for PECFA reimbursement.

2. Modify the Governor’s recommendation to allow an owner or operator who formerly
owned a PECFA-eligible farm tank to submit a PECFA claim within two years after he or she
transferred ownership of the land, if the land met the acreage test and the gross farm profits test
before the transfer of ownership. "

3 Modify the Governor’s recommendation to allow an owner or operator who formerly
owned a PECFA-eligible farm tank to submit a PECFA claim within three years after he or she
transferred ownership of the land, if the land met the acreage test and the gross farm profits test
before the transfer of ownership.
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4. - ~Modify the Governor’s recommendation to allow an owner or operator who formerly
owned a PECFA-eligible farm tank to submit a PECFA claim at any time after he or she transferred
ownership of the land, if the land meets other program criteria, including the acreage test and the
gross farm profits test on the date of the initial notification of the discharge.

S8 . ~Maintain current law.

Prepared byKendraBondemd
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Representative Duff
Senator Burke

COMMERCE -- BUILDING AND ENVIRONMENTAL REGULATION

PECFA Program Changes

Motion:

Move to make the following changes to the Petroleum Environmental Cleanup Fund Award
(PECFA) program:

1. Appeals process.
a. Modify the current provision that allows a person to choose arbitration rather than an
admimnistrative hearing for an appeal of a decision of Commerce related to PECFA if the amount at

issue would be $100,000 or less (instead of $20,000 or less currently).

b.  Direct Commerce to submit permanent administrative rules to the Legislature under s.
227.19 no later than May 1, 2002, to implement the voluntary arbitration provision.

¢.  Direct Commerce to submit a plan to the Joint Committee on Finance no later than

- March 1, 2002, that includes recommendations for development of a mediation process for appeals

of Depattment detisions related to PECFA. -~

2. Maximum Interest Cost Reimbursement, Change the maximum reimbursable interest
cost reimbursement for Joans secured on or after the effective date of the bill to the prime rate
minus 1%. (Currently, if gross revenues are up to $25 million, interest reimbursement is limited to
the prime rate minus 1% and if gross revenues are over $25 million, interest reimbursement is
limited to 4%.)

3. Annual Progress Payments. Allow an owner or operator fo submit a claim annually if

the owner or operator has incurred $50,000 or more in eligible PECFA costs and at least one year
has elapsed since submission of the last claim.

Motion #110



MO#

# BURKE j‘?‘ N
" DECKER § N
MOORE . N
SHIBILSKI X N
PLACHE (X N
WIRCH Y N
DARLING N
WELCH Yy N
GARD PN
KAUFERT P ON
ALBERS fj’} N
{DUFF i N
WARD iiﬁ N
MUEBSCH (Y N
COGGS Y N
HUBER Ay N

PP >Pr P P>

-




Agency: Commerce

Paper #: 307

Issue: Groundwater Monitoring Near Onsite Treatment
' Systems

Recommendation : Alfernative 1

Suhﬁmary:3 '

I'm sure this wzlf be an unbiased review of the new systems p@fmaﬁed by
COMM 83. Maybe the money should come from the department’s PR & Lies
Bureau. Too much sarcasm?

By: Barry

e ——




Legislative Fiscal Burean
One _East Main, Suite 30] « Madison, WI 53703 « (608) 266-3847 » Fax: (608) 267-6873

‘May 2, 2001 Joint Committee on Finance : Paper #307

Greundwater Monitoring Near Onsite Wa,stewater Treatment Systems
o (Commerce -- Building and Env;romnentai Regulatmn)

[LFB 2001-03 Budget Summary: Page 196, #10]

CURRENT LAW

~ The Safety and Bmidmgs Division adrmmsters prowsmns related to the ~design ‘and
installation of private, on-site wastewater tréatment systems (POWTS) contained in Chapter 145
of the Statutes and Chapter Comm 83 of the administrative code. Commerce is authorized
$75,000 PR annually for POWTS research.

G()VERNOR

Provide $250 000 PR annuaily in one-time funding in unaﬂoted reserve for the Safety and
Buildings Division to conduct a groundwater monitoring program to provide information about
the long-term’ performance of pnvate, on-site wastewater treatment systems and long-term
compliance with groundwater standards. Proeram revenue wouid be provided from building and: :
prwate sewave system pian review and mspectmn actlvmes 3

DISCUSSION POINTS

1. - Several changes to administrative rule Comm 83, related to regulation of private
onsite wastewater treatment systems (POWTS), went into effect on July 1, 2000. The rule requires
that Commerce maintain an ongoing performance-monitoring program for the various POWTS
methods and technologies. Comm 83 also requires the Department to prepare an annual report of
performance-monitoring activities undertaken and: the results of the activities, provide it to the
Groundwater Coordinating Council, and to prepare the first report by December 31, 2001. The
Council advises state agencies on 1mplem€ntataen of the state grounciwater law contained in Chapter
160 of the Statutes. =
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2. The Governor’s Executive Budget Book indicates that the funds would be released
from unalloted reserve by DOA following development of a monitoring plan by Commerce.
Commerce indicates that it would work with the POWTS technical advisory committee (POWTS
TAC) to develop the monitoring program in the summer and fall of 2001 for submittal to DOA for
approval. Commerce anticipates conducting a pilot of the project in the fall of 2001 and beginning
the full-scale monitoring program in the spring of 2002. :

3. Commerce indicates that the University of Wisconsin currently conducts POWTS
research for the Department and would be a potential provider of groundwater monitoring services.
If Commerce contracts with the University, it could do so within a few weeks after DOA approves
the monitoring plan. Other potential providers of the service would be engineering firms and testing
labs. A bidding process would have to be followed if Commerce pursues a contract with a private
sector entity. S

4.  The Department indicates that the monitoring would focus on potential contaminants
from onsite systems, such as bacteria. Possible types of monitoring costs might be: (a) testing of
drinking water wells at $50 per test; and (b) sampling of soil cores at private on-site wastewater
treatment systems at $4,000 to $4,500 per site. Commerce plans to review with the POWTS TAC
what the appropriate number of data collection points and level of detail should be to obtain useful
research results. They will also make decisions about what parts of the state should be part of the
monitoring program. The exact cost of the monitoring would be determined after those decisions
are made.

5. Commerce anticipates that its first report to the Groundwatér Coordinating Council
under the new Comm 83 provisions would report on the anticipated pilot under the bill. The
_ Department will not have a full-scale monitoring program during the summer of 2001. The first full |
vear of monitoring would be in 2002 and the results of that program would be included in a 2002
report. - . _

. 6. . Commerce had requested ongoing monitoring funding. It could be argued that the
funding should be provided as ongoing because the Department will have a continuing need to
perform monitoring. However, it could also be argued that providing the funding on a one-time
basis would allow the development and evaluation of a plan. The monitoring plan and program
could be evaluated during the 2003-05 biennial budget deliberations after initial monitoring is
completed. : S :

7. There are sufficient funds in the Safety and Buildings Division program revenue
appropriation for the recommended $250,000 in each year of the 2001-03 biennium. .

8. If the funding is not provided, Commerce could reallocate existing funds, including
some portion of the $75,000 in current POWTS research funding. The current funding focuses on
POWTS technologies and experimentation, rather than on monitoring. - Commerce currently
contracts with the University of Wisconsin and has in the past. Currently, the $75,000 is being used
to evaluate pathogen and nitrogen movement beneath POWTS that use sand filters. Past research
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has focused on validating the performance of POWTS components.

ALTERNATIVES TO BASE

1. Approve the Governor’s recommendation to provide $250,000 PR annually in one-
time funding in unallotied reserve for a groundwater monitoring program to provide information
about the long-term performance of private on-site wastewater treatment systems and long-term
compliance with groundwater standards.

' Alternative 1 PR
200103 FUNDING (Change to Base) $500,000
[Change to Bilf $0}
2. Approve the Governor’s recommendation, as modified to provide ongoing instead of
one-time funding. '
Alternative 2 PR
2001-03 FUNDING (Change to Base) $500,000
[Change fo Bl $0
3. Approve the Governor’s recommendation, as modified to provide $175,000 PR

annually as follows (instead of $250,000 PR annually under the bill):

a On a one-time basis
b. Ongoing
Aliernative 3 PR
2001-03 FUNDING (Change to Base) $350,000
[Change to Bill - $150,000
4. Maintain current law.
Alternative 4 PR
2001-03 FUNDING (Change to Base) $C
[Change to Bilf ~ $500,000]

Prepared by: Kendra Bonderud
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