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January 2, 2003

Honorable Senator Alberta Darling
Honorable Representative Dean Kaufert
Co-Chairs Joint Finance Committee

119 Martin Luther King Blvd.

P.O. Box 7882

Madison, WI 53707-7882

Mr. George Lightbourn, Secretary
Department of Admmastzatmn

101 East Wilson Street 107 Floor

Madison, W1 53707-7864

Dear Sirs,
On behalf of the University of Wisconsin Hospital and Clinics Board, I respectfully
submit the quarterly report of full-time equivalent positions as required under

5.16.505 (2n), 1995 Wisconsin Act 27. This report covers the period October 1 through
December 31, 2002.

Please contact me at 2_63-7.897 if there are any questions.

. Gary Tiler -

o Chzef Fmanaal Ofﬁcer _ _

ce: George Steil Sr., Chamnan Umvers;ty of WISCOHSHI Hospztal and Chmcs Boazd
- Steve Mlhoto Dept of Administration. - i :
S Davxd Schmiedicke, State Budget Office -
R 'R{)bert Lang, Leg1slatwe Fiscal Bureau - o
' '-_Cam Jakei Legzslaﬁve Flscai Bureau R




UNIVERSITY OF WISCONSIN HOSPITAL AND CLINICS BOARD
FULL TIME EQUIVALENT POSITION REPORT
OCTOBER 1 THROUGH DECEMBER 31, 2002

Permanent Project Total
Totals at beginning of quarter 2,242.80 2.00 2,244 .80
Created, Re-titled, Reclassified 7.00 0.00 7.00
Abolished, Re-titled, Reclassified 0.00 0.00 0.00
Totals at end of quarter 2.249.80 E—(_)—(; 2,251.80

Positions created, re-titled or reclassified are summarized as follows:

FTE  TITLE TITLE CODE
1.50 UWHC Dept/Clinic Asst-Obj. 9212
1.00 UWHC Medical Transcriptionist-Obj. 9282
1.00 UWHC Medical Transcriptionist-Sr. 9283
1.00 UWHC Anesthesia Tech — Assoc 9377
1.50 UWHC Histology Tech-Ob;. 9562
1.00  UWHC Nursing Assistant — Obj. 9842

7.00 Total



State of Wisconsin Investment Board

MAILING ADDRESS 121 EAST WILSON ST
PO BOX 7842 MADISON, WI 53702
MADISON, W| 53707-7842 REC EEKFEB (608) 266-2381

FEB - 3 2083
January 30, 2003 BY:. % Frare)
v

Senator Alberta Darling, Co-Chair Representative Dean Kaufert, Co-Chair

Joint Committee on Finance Joint Committee on Finance
Room 317 East, State Capitol Room 308 East, State Capitol
Madison, Wi53702 Madison, W1 53702

Dear Senator Darling and Representative Kaufert:

In accordance with s. 25.17(17) of the Statutes, [ am submitting to the Joint Committee on Finance, the-
State of Wisconsin Investment Board's (SWIB) annual report on credits, or "soft dollars,” generated
with security brokerage firms and the use of those credits to acquire investment research services. This
report covers soft dollar credits and expenditures for calendar year 2002. Additional reports regarding
SWIR’s commission activities with other brokerage firms are available upon request.

Background

When shares of stocks are bought or sold, a commission is paid to the brokerage firm handling the
transaction. A portion of the commission represents compensation for the trading function, such as
trade execution, clearing, settling and custody. Another portion of the commission serves to
compensate the firm for mvestment research products and services it provides.

Qccasionally, a brokerage firm will not have its own research staff. In such instances, the firm may
offer to pay independent research vendors for services they provide to the investment manager. Credits
made available to clients in this manner are termed "third-party" or “non-exclusive” soft dollar research

credits.

Similarly, a broker, which does not have an m-house research staff, may enter into a contractual
(exclusive) relationship with a research provider such that investors are only granted access to the
research if a specified level of trading activity is executed with the broker. These types of soft dollar
arrangements are termed “exclusive.”

Soft dollar research services and practices evolved prior to 1975 when commission rates were fixed by
rule. Since many stock trading functions are fairly generic, brokers had to compete for trading business
with the research services and credits they offered. In this manner, research grew to be a major service
provided by brokers. At the same time, since commission rates were fixed, investment managers
relying on soft dollar research did not encounter any fiduciary conflicts with the practice.

A roughly comparable soft dollar research practice exists in trading public bonds. Large institutional
investors receive research services directly from brokers or may, in certain sitnations involving new
bond issues, be able to direct a portion of the "selling concession” to brokerage firms that can provide
desired third-party research services. A key difference between stock soft dollar credits and bond soft
dollar credits involves the type of transaction which generates the credit. Whereas an investment
manager cannot receive a soft dollar research credit from the purchase of new issues of stock, a soft
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dollar research credit for a bond transaction can, in some limited nstances, be received on the new
issue of a bond.

A significant difference also exists in the way that the research credit is generated. A "commission™ is
an amount paid on top of the selling price of a share of stock and represents a payment by the investor
for both the transaction and research services. The "selling concession” recetved by a bond broker is
taken from the proceeds of the bond issue. The seller rather than the bond purchaser therefore, pay it.
The price paid by the bond buyer (SWIB) is the same, regardless of the soft dollar research
arrangements offered by the broker.

Legal Basis for "Soft Dollar" Transactions. The Securities Acts Amendments of 1975 to the
Securities Exchange Act replaced fixed commission rates with negotiated rates, effective May 1, 1975.
The Amendments also created the Section 28(e) safe harbor provisions regarding the use of "soft
dollars" by investment managers. In effect, Section 28(e) defines allowable uses of soft dollars. If a
person with "investment discretion" is in compliance with these provisions, he or she is protected
against claims that receiving research services through the payment of brokerage commissions violates
fiduciary responsibility. The person must determine that the "bundled” price of the services received is
reasonable in relation to the value of the trading and research services received.

Rulings and interpretations by the Securities and Exchange Commission (SEC) provide the framework
for applying Section 28(¢). SEC determinations have covered diverse topics, such as the standards
used to judge reasonableness of price, the relations between brokers and third-party vendors, and the
definition of allowable research equipment and supplies.

Over the past years, several industry groups and regulatory agencies have issued reports which attempt
to more closely define appropriate use, management and disclosure of soft dollar activity. SWIB has
followed these discussions with interest and, in some cases, has helped to form broad industry
guidelines. We believe that SWIB’s existing soft dollar procedures continue to meet or exceed the

recommended policies.

Alternative Brokerage Arrangements. In lieu of soft dollar arrangements, some brokerage firms offer
“commission recapture” programs. Under such programs, a commission is paid to a broker when a
trade is executed and the broker later refunds some portion of the commission back to the investor.

Our understanding is that the use of commission recapture programs by internally managed state
pension funds is limited and may be more common among funds which rely heavily on outside
advisors to manage their investments. In such situations, oversight of trading activities by the
pension fund is not as direct and the benefits from commissions may tend to flow more to the
outside advisor than to the fund itself. For pension funds that depend upon outside management,
recapture programs provide one way to access some of the benefits of trading activity that the
pension fund would not otherwise receive.

SWIB believes that good value is being received for the commissions we pay and that there is little
additional value to be "recaptured." Our concern would be that reduced commissions could
potentially lead to a reduction in quality or quantity of trading services. In 2002, the Domestic
Equities group reaffirmed this concern. For that reason, we have proceeded cautiously in our
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consideration of commission recapture arrangements and do not presently participate in such
programs.

State of Wisconsin Investment Board CY2002 Soft Dollar Commissions

In calendar year 2002, SWIB’s internally managed domestic equity portfolios generated a total of
$15.4 million in commissions. This total does not include transactions where fees were implicit in the
sale/purchase price of the investment (principal transactions) or where the fees are paid by the issuer
(syndicate transactions). Also included in the information below are soft dollars generated from bond
transactions, whereby selling concessions were permitted to be designated to soft dollar brokers.

Third Party (non-exclusive) Soft Dollar Brokers. The table below lists the three third-party soft
dollar brokerage firms with which SWIB transacted business during calendar year 2002. This
exhibit itemizes the commission amounts expended with each firm and the credits earned with each

firm.
Fixed Income & Equity
Soft Dollars CY 2002
Commissions Credits
Broker Generated Earnped
Jefferies & Co. 80,608 50,380
Lehman Brothers 200,931 125,582
Pacific American 248,585 155,366
TOTAL $530,124 $331,328

Soft Dollar Expenditures — Calendar Year 2002. Expenditures from third-party soft dollar credits in
2002 totaled $259,612. These expenditures fell into the following categories:

Research Service Amount Percent
Investment Publications $80,434 31%
Electronic Research/Equipment 77,242 30%
Institutional Memberships 46,843 19%
Research Conference Registrations 37,821 15%
Professional Services 7,469 3%
Books and Miscellancous Items 6,803 2%

Total $259,612 - 100%

Investment publications, totaling 31%, include printed investment materials and periodicals ranging
from daily newspapers to highly specialized financial analyses and reports. The bulk of the services
received in this category can be attributed to specialty trade publications, which provide economic
forecasting, company research, and credit analysis for fixed income investing.

Flectronic data services comprised 30% of the total. Included in this category are on-line services that
provide current market data, prices and trade information to the securities analysts and traders, and
electronic information and news retrieval. Also included in this figure are computer software and
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hardware purchases for equipment needed to receive and distribute research and information services
to investment staff within the agency.

The category of institutional memberships includes payments for SWIB's participation in organizations
such as the Association for Investment Management and Research, Institutional Investor, and the

Security Traders Association.

Professional services include research and consulting services provided on a variety of investment
topics including analysis of socially responsible funds and research services for SWIB’s legal

department.

SEC rules allow use of third-party soft dollar credits for registration fees at professional conferences.
Travel and other expenses are not allowed. Conferences funded in this manner provide training
opportunitics in industry and comparry analysis, investment analysis tools and techniques and portfolio
and asset allocation strategies. '

The category of books includes a wide range of financial and legal reference materials and textbooks.

Directed Research (exclusive) Soft Dollar Brokers. As described earlier in this report, "directed
research” describes research services provided to SWIB under contractual relationships between the
broker and the research provider. In general, these research services are "exclusive" or "directed” in
that they are only available through one or, at most, a handful of brokers. In other words, SWIB's
traders must trade directly with a specific broker or brokers in order to obtain these research products.

The table below shows the amount of commission business transacted with exclusive soft dollar
brokers in 2002. The commission amounts have not been converted to soft dollar credits because the
fee arrangements between the broker and research provider are not disclosed to investors. This exhibit
also provides a brief description of the research products received and the minimum level of
commission business required to procure the services described.

Commissions

Broker Generated  Research Service Received
2002 ,

Bridge Trading Co. $427,320  Electronic data service
William O’Neil & Co. 138,982 Technical analysis
IS1 Group, Inc. 77,055  Daily economic reports
Reynders & Gray (Mamis) 40,000 Technical analysis
Weeden & Co. (Leuthold) 34,325 Equity/Bond research service
Precursor Group 25,500 Technology Research
Barrington Research 19,250  Healthcare Research
Fahnstock & Co. 10,004 Food Service Industry Research
Westminster Securities 6,000 Technology Research

TOTAL $778,436
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Investment Board Procedures Governing the Use of Soft Dollar Credits

The primary policy concern about the generation and use of soft dollar research credits is that
dependence upon these credits to pay for services will lead to choosing brokers offering the credits
rather than choosing the broker who can provide the best execution of the trade. SWIB’s trading
philosophy requires that each trade be performed with the broker that provides “best execution.” If this
requirement can be met with any number of brokerage firms, the trade may be executed with a broker
that provides beneficial research services to SWIB, such as a soft dollar firm.

Over the last several years SWIB has reduced its dependence on soft dollars. This is due to the
reduction in the size of our interpally managed stock portfolios and the corresponding reduction in the
level of ongoing trading activity. Thus, SWIB’s use of soft dollar credits is being limited to research
services that are deemed to be less critical to essential investment operations. This serves the purpose
of ensuring that SWIB’s fiduciary duty of attaining “best execution” on all trades is not compromised.
Services that are deemed to be of vital importance to the investment process are procured through more
certain sources of funding. Our third-party soft dollar credit expenditures in 2002 dropped by 48%
compared to 2001 and have decreased by 80% over the last five years.

I hope you will find this information responsive to the statutory reporting requirements. Please feel
free to contact me with any questions you might have about this report or other Investment Board

matters.
Si \
Patticia Lipton

Executive Director

ce: Members, Joint Committee on Finance
Robert Lang, Legislative Fiscal Bureau

+ G\USERRichaka\Wordproc\Soft Dollars\jan02RPRT.DOC ¢ 1/30/03 1¢:41 AMR
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GOVERNOR

MARC J. MAROTTA
SECRETARY

Office of the Secretary
Post Office Box 7864

Madison, WI 53707-7864
WISCONSIN DEPARTMENT OF Voice (608) 2661741

: ADMINISTRATION - Fax (608) 267-3842

TTY (608) 267-9629

January 31, 2003

Mr. Donald J. Schneider, Chief Clerk

Wisconsin Senate S
17 West Main Street, Suite 401 et
Post Office Box 7882 - L/;z
Madison, WI 53707-7882

Mr. Patrick Fuller, Chief Clerk
Wisconsin Assembly _ ]
17 West Main Street, Room 208 g
Post Office Box 8952 g
Madison, WI 33708-8852 :

Dear Mr. Schneider and Mr. Fuller:

This report is transmitted as required by s. 20.002(1 1}{f}, Wisconsin Statutes, (for
distribution to the appropriate standing committees under s. 13.172(3), Wisconsin
Statutes), and confirms that the Department of Administration has found it necessary to
exercise the "temporary reallocation of balances” authority provided by this section in
order to meet payment responsibilities and cover resulting negative cash balances during
the month of December 2002.

On December 2, 2002, the General Fund cash balance closed at a negative $290.2
million. The negative balance continued until December 20, 2002, when the balance
closed at a positive $54.5 million. On December 26, 2002, the General Fund cash balance
again fell negative, closing at a negative $25.1 million. The negative balance continued
until December 27, 2002, when the balance closed at a positive $33.4 million. The
General Fund cash balance reached its monthly low of a negative $364.1 million on
December 12, 2002. The negative balance was due to the difference in the timing of
revenues and expenditures.

On December 30, 2002, the Wisconsin Health Education Loan Repayment Fund cash
balance closed at a negative $1 thousand. This negative balance continued through
December 31, 2002. The negative balance was due to the difference in the timing of
revenues and expenditures. '

The General Fund and the Wisconsin Health Education Loan Repayment Fund shortfalls
were not in excess of the statutory interfund borrowing limitation and did not exceed the
balances of the funds available for interfund borrowing.

Wisconsin.gov
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Mr. Patrick Fuller
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The distribution of interest earnings to investment pool participants is based on the
average daily balance in the pool and each fund's share. Therefore, the monthly
calculation by the State Controller’s Office will automatically refiect the use of these
temporary reallocations of balance authority, and as a result, the funds requiring the use
of the authority will effectively bear the interest cost.

Sincerely,

foke

Secretary



SENATE CHAIR
ALBERTA DARLING

317-E Capitol

P.O. Box 7882

Madison, W1 53707-7882
Phone: (608) 266-5830

THE STATE OF WISCONSIN

JOINT COMMITTEE ON FINANCE

MEMORANDUM

To:

From:

Date:

Re:

Members
Joint Committee on Finance

Senator Alberta Darling
Representative Dean Kaufert

February 5, 2003

UW Quarterly Position Report

ASSEMBLY CHAIR
DEAN KAUFERT

308-E Capitol

P.O. Box 8952

Madison, WTI 33708-89352
Phone: (608) 266-5719

AHtached is a copy of the quarterly position report from the University of
Wisconsin System, pursuant to s. 16.505(2m), Stats.

The report is being provided for your information only. No formal action is
required by the Committee. Please feel free to contact us if you have any

guestions.
Altachment

AD:DK:dh



Vice President for Finance

. UNIVERSITY OF 1762 Van Hise Hall
WISCONSIN SYSTEM 1220 Linden Drive

'.' Madison, Wisconsin b3706
‘ (608 262-1311
b' (B08) 262-3985 Fax

website: http/flwww.uwsa.edu

RECEIVED
DATE: Januvary 31, 2003 FEB - é 2%303 .‘
- BY: St T/

TO: Senator Alberta Darling &

Representative Dean Kaufert
Co-Chairs, Joint Committee on Finance

Marc Marotta, Secretary, Department of Administration

FROM: Deborah A. Durcan i& i)m,—w\W

Vice President for Finance

RE: QUARTERLY POSITION REPORT, s.16.505(2m)
. {October 1, 2002 — January 1, 2003)

Under the provisions of 5.16.505(2m), the University of Wisconsin System (UWS) is reporting a net increase
of 3.89 full-time equivalent (FTE) positions supported by Nonfederal Gifts and Grants, a net increase of 71.91
FTE positions supported by Federal Contracts, an increase of 1.11 FTE positions supported by Auxiliary and
Operating Receipts, an increase of 1.72 FTE positions supported by Federal Indirect Cost Reimbursement, and
an increase of .20 FTE positions supported by Credit Extension (Fund 189) during this quarter. Also, please
note the Credit Extension beginning balance reflects a technical adjustment of -11.72 FTE positions from last
quarter’s ending balance. There were no reportable changes of positions supported by Trust Funds (Fund
161). The changes to authorization levels reflect net position increases as agreed upon by the Legislative
Fiscal Bureau. The 2002-2003 Red Book, adjusted for previously reported increases is the starting point for
the positions; with the ending point being the greater of the 2002-03 Red Book Budget or the January 1, 2003,
filled position level.

Audliay & Federd
Uftsand Federd  Cperding Cirect Cost Trust Credit
Garts Cotrads  Recepts  Rentbussrent Fuds Bdension Toid

Adjusted 2000-2003 Bucket: 297477  3%0H 365188 50423 1480 B30 11.28462
Totd Chenge: 389 7191 111 172 0.00 020 78.83
Januery 1, 2000 Authorization. . 289786858 405745 368299 5058 10480 8390 11,6345

Attached are schedules that show authorization changes by institution as well as select award information.
1 positions included in the net increases are separately identified.

Attachments
ce: President Lyall DOA Finance Doug Hendrix
" Vice Presidents David Loppnow Renee Stephenson

Legislative Reference Bureau Cynthia Dombrowski

Universities: Madison, Milwaukee, Eau Claire, Green Bay, Le Crosse, Oshkosh, Parkside, Platteville, River Falls, Stevens Point, Stout, Superior, Whitewater. .
Coliages: Baraboo/Sauk County, Barren Coumy Fond du Lac, Fox Vailey, Mamtowoc Ma{athorz County, Marinatte, Marsh%eld/\NOOd County Rigchiand,
. Rock County, Sheboygan WashsngLon County, Waukesha Extensmn Statewade : S S . .
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SENATE CHAIR
ALBERTA DARLING

317-E Capitol

P.O. Box 7882

Madison, WL 33707-7882
Phone: (608) 266-5830

THE STATE OF WISCONSIN

JOINT COMMITTEE ON FINANCE

MEMORANDUM

To:

From:

Date:

Re:

Members
Joint Committee on Finance

Senator Alberta Darling
Representative Dean Kaufert

February 5, 2003

UW Quarterly Position Report

ASSEMBLY CHAIR
DEAN KAUFERT

308-E Capitol

P.O. Box 8952

Madison, WI 33708-8952
Phone; (608) 266-5719

Attached is a copy of the quarterly position report from the University of
Wisconsin Systemn, pursuant fo s. 16.505{2m), Stafs.

The report is being provided for your information only. No formal action is
required by the Committee. Please feel free to contact us if you have any

questions.
Attachment

AD:DK:dh



JIMDOYLE
GOVERNOR

MARC J. MAROTTA
SECRETARY
Office of the Secretary

Post Office Box 7864

Madison, WI 33707-7864
WISCONSIN DEPARTRENT OF Voice (608) 266-1741

ADMINISTRATION Fax (608) 267-3842

TTY {608) 267-9629

February 28, 2003

Mr. Donald J. Schneider, Chief Clerk

Wisconsin Senate ' :
17 West Main Street, Suite 401 RECEIVED
Post Office Box 7882
Madison, WI 53707-7882 ; MAR I 8 3983
BNz Furapqe/
i et

Mr. Patrick Fuller, Chief Clerk
Wisconsin Assembly

17 West Main Street, Room 208
Post Office Box 8952

Madison, WI 53708-8952

Dear Mr. Schneider and Mr. Fuller:

This report is transmitted as required by s. 20.002(11}(f), Wisconsin Statutes, (for
distribution to the appropriate standing committees under s. 13.172(3), Wisconsin
Statutes), and confirms that the Department of Administration has found it necessary to
exercise the "temporary reallocation of balances" authority provided by this section in
order to meet payment responsibilities and cover resulting negative cash balances during
the month of January 2003.

On January 2, 2003, the Wisconsin Health Education Loan Repayment Fund cash
balance closed at a negative $2 thousand. The negative balance continued through
January 31, 2003, when the fund cash balance closed at a negative $5 thousand. The
negative balance was due to the difference in the timing of revenues and expenditures.
This fund’s cash balance periodically falls negative due to the fact revenues are drawn only
after expenditures are realized.

On January 23, 2003, the Tobacco Control Fund cash balance closed at a negative $21
thousand. The negative balance continued through January 31, 2003, when the fund
cash balance closed at a negative $250 thousand. The negative balance was due to the
delay of a statutory funding transfer, which has since been corrected. '

On January 31, 2003, the University Trust ~ Principal Fund cash balance closed at a
negative $181 thousand. The negative balance was due to the miscoding of a transaction,
which has since been corrected.

The Wisconsin Health Education Loan Repayment Fund, Tobacco Control Fund, and the
University Trust — Principal Fund shortfalls were not in excess of the statutory interfund
borrowing limitation and did not exceed the balances of the funds available for interfund

borrowing.

- Wisconsin.gov. -, .-



Mr. Donald J. Schneider
Mr. Patrick Fuller

Page 2 of 2

February 28, 2003

The distribution of interest earnings to investment pool participants is based on the
average daily balance in the pool and each fund's share. Therefore, the monthly
calculation by the State Controller’s Office will automatically reflect the use of these
temporary reallocations of balance authority, and as a result, the funds requiring the use
of the authority will effectively bear the interest cost.




iy STATE OF WISCONSIN

) RECEIVED]
MAR 07 7003 |

February 28, 2003 =7 W Honiug) |
§ ]

Sen. Alberta Darling, Co-Chair Rep. Dean Kaufert, Co-Chair
Joint Legislative Finance Committee Joint Legisiative Finance Committee
Room 317 East, State Capitol Room 308 East, State Capitol

Madison, WI 53707 Madison, Wi 53707

Dear Senator Darling and Representative Kaufert:

The Department of Natural Resources and the Department of Commerce are pleased to
transmit to you the Semi-Annual Status Report on Petroleum Storage Remedial Action;
Financial Assistance and Petroleum Storage Tank Discharges (PECFA program) for the
period of July 1, 2002 through December 31, 2002.

As directed in section 101.143 (11) Stats., the report summarizes the activities
completed for the PECFA program during the second half of FY2002. The report
provides the results of implementation of the statutory requirements, including a
summary of the pertinent demographic information such as the number of sites within

. the program, the date of receipt of the site investigation report, a listing of environmental
risk factors for each of the sites, a breakdown of PECFA costs for claims submitted, and
progress made in evaluating fraud and other complaints.

We hope that the attached report fuifills your needs. If you, or your staff, have any
questions regarding this report, please contact us so that we can provide any needed
clarifications. You can reach Jay Hochmuth, DNR Division Administrator for Air and
Waste Management at 608-267-9521 and Oscar Herrera, Commerce Bureau Director

for PECFA af 608-266-7605..
> W

Scott Hassett, Secretary
Department of Natural Resources

fary Marc Marotta, Department of Administration
Kendra Bonderud, Legislative Fiscal Bureau
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REPORT ON PETROLEUM STORAGE REMEDIAL ACTION;
FINANCIAL ASSISTANCE

July 1, 2002 through December 31, 2002

TABLE OF CONTENTS

Summary of Recent Activity
Annual Consultant Reporting
Competitive Bid Process for Remediation Activities
Annual Cost Controls
Web Based Soil GIS Database
Development of No Action Required Tracking Module

Activities Related to Petroleum Storage Tank Remedial Action.

Status of Remediation of Petroleum Sites

Notice Received and Closure Approvals

Risk Classification of Sites

Engineering Consulting Firms Providing Services to Claimants

Charges for Engineering Consulting Services

Total Charges by Providers including Engineering Consulting

Dispute Resolution

Monitoring of Questionable Claims & Complaints, including Fraud

Status of PECFA Appeals Backlog and Efforts to Improve the Appeal Process

Summary

ATTACHMENTS

Attachment A  Status of Remediation of Petroleum Sites

Attachment B Department of Commerce Case File Review

Attachment C PECFA-Eligible Engineering Consulting Firms

Attachment D  Engineering Consulting FirmsProviding Services to Claimants
Attachment E  Breakdown of Charges to the PECFA Program



SEMI-ANNUAL REPORT
ON
PETROLEUM STORAGE REMEDIAL ACTION;
FINANCIAL ASSISTANCE
(July 1, 2002 through December 31, 2002)

The Departments of Commerce and Natural Resources submit this semi-annual report on the
status of activities related to petroleum storage remedial action; financial assistance and
petroleurn storage tank discharges through the Petroleum Cleanup Fund (hereinafter referred to
as the Program). As directed in section 101.143(11), Stats., this report summarizes activities
completed within the Program during the period of July through December 2002. Both agencies
respectfully submit this report to the Governor, the Joint Legistative Audit Committee, and the
Joint Committee on Finance, and to other appropriate standing committees of the legislature as
directed by the statute.

SUMMARY OF RECENT ACTIVITY

Significant changes within the program during the reporting period include completion of the
initial stage of the annual consultant reporting, continuation of the competitive public bid
process, discussions regarding draft revisions to COMM47, implementation of additional cost
controls for the PECFA program, web based Soil GIS Database, and development of No Action
Required tracking module.

Annual Consultant Reporting

Annual consultant reporting was initiated in August of 2002 by the Department of Commerce,
requiring the submittal of the following data from consultants for each PECFA site by September
30, 2002

« all monitoring data collected

« status of remediation conducted to date

« estimate of additional costs necessary to achieve site closure

Data was received for approximately 2500 sites, leaving an estimated 1600 sites as unreported.
With the information tabulated to date, the total estimate of costs yet to be incurred through
closure for these sites is $98,500,000.

Competitive Bid Process for Remediation Activities

The PECFA Site Review Section has been utilizing a competitive bid process on remedijation
sites for the last 3 years in order to reduce program costs. From 1998 through 2002, the
program directed 255 sites through the public bid process. Although itis difficult to estimate the
resultant cost savings to the PECFA fund, it is estimated that costs are reduced by 50 - 75%
through the implementation of bidding. This was determined during the initial five rounds of
bidding, when cost caps based on the successful bidders were compared to the estimated costs
in remedial action plans submitted by the consultants. During the first four years of the program
(21 rounds of bids), the costs approved through the bidding process for remediation activities at
petroleum sites totaled $14,864,780. We estimate that this is represents a savings of between
$30,000,000 and $45,000,000 to the PECFA program.
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Additional Cost Controis

in Act 16, the governor and legislature created changes to Wis. State Stats 101.143 regarding
interest reimbursement. Site owners and/or claimants are required to submit a final
reimbursement claim to the PECFA program within 120 days of the date of the "no further action
notification letter” from the Department of Commerce or Natural Resources. Failure to submit a
claim within 120 days of the no further action notification results in all interest costs incurred
more than 60 days after such notification to be ineligible for reimbursement under PECFA.
Commerce has an additional milestone that allows a reimbursement claim to be filed if $50,000
in costs has been incurred and no claim has been filed in the previous 12 months. These
changes should have an impact on reducing interest costs to the program. Additional changes
to the program and to Chapter Comm 47 are in the process of evaluation, including the
evaluation of usual and customary costs, and applicability of a pay-for-performance process for
site activities and reimbursement.

Web Based Soil GIS Database

Changes to NR 700, 714, 722, 726 and 749 clarify the application of deed restrictions as a
condition of case closure (approval of an environmental cleanup). The rule changes authorize a
soil geographic information system (GIS) registry on the Internet as a means of notifying future
owners/users of the property of the existence of soil contamination. The soil GIS rule became
effective August 1, 2002. NR 749 rule changes establish a fee of $200 for management of the
GIS registry.

Development of No Action Required Tracking Module

No action required (NAR) refers to a recently created module in our Bureau for Remediation and
Redevelopment Tracking System (BRRTS). This module tracks information where DNR has
determined that no environmental action is required in response to information that we have
received (e.g. a tank closure assessment report where no site investigation is required). This
module allows us to mare easily keep track of these reports and to share this information with
the pubtic. This information will be useful for property transactions, future development, in
cases where there is a discharge at a later date, and for investigations at adjacent properties.
This module shows our response to specific reports that we have received. It does not
guarantee that there is no other contamination on a property. Entries in the NAR module are
always assigned a BRRTS tracking number that starts with 09. The RR Program does not send
a response letter for sites in the NAR module unless we have received a request (and fee) for a
general liability clarification letter. -

ACTIVITIES RELATED TO PETROLEUM STORAGE TANK REMEDIAL ACTION

Status of Remediation of Petroleum Sites

The listing of sites which includes the date of receipt of the site investigation report (SIR) and
the environmental risk factors is provided as Attachment A. For each petroleum product storage
tank system and home oil tank system from which a discharge had occurred and for which
remedial activities had begun during the period from 7/1/02 through 12/31/02, the following
information is provided:

« the date of receipt of the Site Investigation Report (SIR)
s 2 list of the environmental risk factors identified at the contaminated site

2



Semi-Annual Report On Petroleum Storage Remedial Action; Financial Assistance (7/1/-12/31/02)

The departments continue to make improvements to the data collection, reporting and exchange
systems resulting in more accurate counts and reporting of the status of PECFA sites.

Notices Received and Closure Approvals

The number of notices received under s. 101.143(3)(c)4, Stats by the Department of Commerce is

provided below:
PECFA-Eligibility Notices Received

Previous July 1~ Total PECFA Eligibility
reporting December - ~ Notices Received
period 31,2002 - - in 2002
PECFA Occurrences
Reported 197 80 277

The number of closure requests approved by the Department of Commerce and the Department
of Natural Resources is provided below:

Petroleum Site Closures under the Program

Total Closures
July — December 2002 1987 through 2002
COMM DNR Total COMM | “DNR _Total
1 Closures
Approved 297 122 419 5,015 10,290 15,305

Risk Classification Of Sites

"High-risk site” is defined in the statute to mean the site of a discharge of a petroleum product
from a petroleum product storage tank if at least one of the descriptions below apply. High risk
sites are under the jurisdiction of the Department of Natural Resources.

(a) Repeated tests show that the discharge has resulted in a concentration of contaminants
in a well used to provide water for human consumption that exceeds a preventative
action limit, as defined in s. 160.01 (6).

(b) Petroleum product that is not in a dissolved phase is present with a thickness of 0.01
feet or more, as shown by repeated measurements.

(c) An enforcement standard is exceeded in groundwater within 1000 feet of a well operated
by a public utility, as defined in s. 196.01 {5), or within 100 feet of any other well used to
provide water for human consumption.

(d) An enforcement standard is exceeded in bedrock.

"Medium-risk site” is defined in the statute to mean the site of a discharge of a petroleum
product from a petroleum slorage tank where contaminants have extended beyond the
boundary of the source property, or where there is confirmed contamination in the groundwater,
but the site does not meet the definition of a high-risk site. Medium-risk sites are under the
jurisdiction of the Department of Commerce.

" ow-risk site” is defined in the statute to mean the site of a discharge of a petroleum product
from a petroleum storage tank where contaminants are contained only within the soil on the
source property and there is no confirmed contamination in the groundwater. Low-risk sites are
under the jurisdiction of the Department of Commerce. ' '
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The following tables summarize the number of active or closed sites classified as high, medium
and low risk as of December 31, 2002:

Petroleum Tank Sites By Risk Classification as of 12/31/2002
High Medium l.ow Unknown Total

Sites In Both Commerce and DNR Databases

DNR Open Sites 1442 13 10 1159 2624
DNR Closed Sites 3273 1317 1549 534 6673
Commerce Open Sites 0 1292 0 1292
Commerce Closed Sites 0 5015 0 5015
Subtotal 4715 9196 1693 15604
Sites Only in DNR LUST Database

DNR Open Sites 212 4 3 730 949
DNR Ciosed Sites 562 558 2018 479 3617
Subtotal 774 562 2021 1209 4566
Total Sites 5489 11779 2902 20170

As of December 31, 2002, 49.2% of the open, classified sites, excluding those that are also
contaminated with a hazardous substance other than a petroleum product or additive, were
classified as “high risk”. This shows an increasing trend similar to previous totals for high risk
sites, including totals provided in December 2000 (34.6%) and December 2001 (43.6%). Itis
also consistent with the expectation that the percentage of open, high-risk sites will consistently
increase as these sites often take more time and effort to get to a point of closure.

DNR and Commerce are working together to identify risk classification at an earlier point in the
process which should result in lower numbers of “unknown risk” sites.

Open Petroleum Tank Sites, By Risk Classification 12/31/2002 '

AllOpen | % of Open | % of Open, -| Number of Classified Sites, % of Classified Sites,
Sites Sites Classified Excluding sites. with Non- - | Excluding sites with
Sites Petroleum Related . .~ Non-Petroleum Related
_ . Hazardous Substances | Hazardous Substances
High Risk 1687 34.0% 55.6% 1246 49.2%
Medium & { 1322 27.2% 44.4% 1289 50.2%
Low Risk
Unknown 1889 38.8% N/A N/A N/A
Total 4865 - _ 2535 _
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Engineering Consulting Firms Providing Services to Claimants

The list of PECFA-eligible consultants is provided in Attachment B. Each firm providing
engineering consulting services under the Program is included by name in the list of PECFA-
eligible consultants. In several cases, the consulting firm has offices that are independently
registered, therefore the firm name will be listed more than once to account for all of the
registered locations. The current list of PECFA-eligible consultants includes 810 firms which
currently are registered with the PECFA program.

A list of the number of claimants to whom each of the engineering consulting firms are providing
services is provided in Attachment C. The list of companies currently providing services fo
claimants within the Program includes 208 firms.

Charges for Engineering Consulting Services

During the reporting period, approximately $30,800,000 of the PECFA expenditures submitied
to the PECFA program were costs associated with engineering consulting services for eligible
PECFA site activities. in comparison, the amount for consulting services for the six months
prior to the reporting period (January through June 2002) was $27,700,000. This amount
consists of the total of the consulting costs included in claims which were submitted and
reviewed during this calendar period, and not costs paid out during the last six months of
CY2002.

The total charges for consulting services for petroleum sites claimed during the fourteen-year
period from 1987 through 2002 are $450,000,000. A breakdown of the total charges for
consulting service costs to the program (claimed to date) is included in Attachment D.

Total Charges by Providers Including Engineering Consuiting

The charges by service providers, including consultants, for services for which reimbursement is
provided under the PECFA program (including excavating, hauling, laboratory testing, and
fandfill disposal} are provided below. The chart summarizes the costs that were submitted (not
necessarily costs paid out) to the Department of Commerce PECFA Program. A breakdown of
the total charges to the program for this reporting period is included in Attachment D.

“Program Costs for | Total Program Costs.

. 7/0412002= 12/31/2002 | 1987 = December 2002
Backfill Costs 1,089,619.91 27,499,904.68
Consulting Cosls 30,825,932.79 449 ,509,453.94
Excavation Costs 1,428,071.49 36,064,797.13
Laboratory Analysis 3,471,072.57 70,611,546.21
Interest 18,205,697.38 226,946,424.99
Non-Eligible Amounts 5,326,884.99 70.781,363.01
Other Costs 1,732,638.57 10,192,114.51
Remedial Equipment 4,657,931.86 122,720,839.92
Shipping/Trucking 1,411,423.91 33,143,738.12
Soil Boring/MWell Drilling 3,970,659.54 61,438,402.70
Thermal/ Landfill/ Disposal 4,151,604.56 134,446,674.40
TOTAL.: $76,271,538.58 $1,244,255,259.61
Eligible Total: $70,944,653.59 $1,173,473,896.60
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Dispute Resoiution

There was one dispute resolution case between the Department of Commerce and the
Department of Natural Resources during the six-month reporting period of July through
December. This case was resolved through interagency discussions.

Monitoring of Questionable Claims & Complaints, including Fraud

The PECFA Bureau conducts several strategies for identifying possible fraud in the program.
These include fraud evaluation during claim review, evaluation by Department of Justice to
provide legal support with identification and testimony for potential fraud; and tracking of
complaints against engineering consulting firms. - ‘

Claim review staff continue to actively watch for evidence of fraud within the program. Reviews
include an evaluation of compliance with bid procedures as well as appropriateness of
information provided in submittals. When determined to be necessary, a follow-up audit is
conducted if there is enough information available to pursue an investigation. The department
has continued to perform field audits. During this reporting period, the program had ongoing
audits on three consulting firms and several subcontractors. :

Department of Justice reviews are done by two staff investigators. This $217,000 cost is funded
through the Department of Commerce by PECFA. These senior investigators are currently
providing assistance in the identification and evaluation of potential fraud cases, compilation of
proof to enable prosecutors to take appropriate legal action, documentation of fraud
investigations, and testimony in court. In August of 2002 the owner of a consulting firm from
Ripon was convicted of fraud and received jail time, ordered to pay restitution, and will have
extended probation time on his release. Another consulting firm and several commodity
providers are being investigated for fraud and bid rigging, in an ongoing investigation.

Commerce receives complaints from tank owners or operators regarding consuitants and
engineering consuiting firms. These complaints are referred to the Department of Regulation
and Licensing, where the complainant has additional recourse. The Department of Commerce
has authority to disqualify a consultant from participation in the program for certain violations.
No complaints were referred to the Department of Regulation & Licensing during the six-month
reporting period of July 1 through December 31, 2002. Commerce did not disqualify any
consultants during this period.

Status of PECFA Appeals Backiog and Efforts to improve the Appeal Process

There were 328 appeals settled and decided during the reporting period. Between July 1 and
December 31, 2002, the Department of Commerce received 219 new appeals; this was down
from the 239 appeals received during the first 6 months of 2002. :

During the 6 month reporting period, 300 appeals were settled (a decrease from 339 setiled
during the first 6 months of 2002). In addition, 16 appeals were withdrawn (down from 18 during
the first 6 months of 2002), and 4 were dismissed (the same as that reported during the first 6
months of 2002). The Administrative Law Judge rendered 8 decisions during the reporting
period. There were a total of 46 appeal dismissals issued in December, 2002. Commerce has
closed a total of 3102 appeals during the history of the program.
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The hiring of an Administrative Law Judge and the institution of the Expedited Hearing Process,
where appeals of amounts of less than $5000 can be heard in less than one day and put on a
higher priority list, continues to allow for a greater number of appeals scheduled for hearing and
subsequent settiement. The department has also negotiated several global agreements with
various consultants in order to settle multipte appeals, which deal with specific repetitive issues.

The total amount on appeal at the end of December 2002 was $8,078,412.81, which is
$2,708,879.06 less than the $10,787,291.87 reported at the end of June 2002.

SUMMARY

The Departments of Commerce and Natural Resources continue to work together to improve
the delivery of the PECFA program. Division Administrators and key staff from both agencies
met monthly during this period of time to work on interagency issues and consistency. We
continue to clean up petroleum contaminated sites; new cost controls implemented with ACT 16
continue to assist us in reducing costs; and improvements in the appeals process continue {0
minimize the numbers of appeals in backlog. Pragram staff in both agencies remain vigilant for
opportunities to improve the process further.



Attachment A

Status of Remediation of Petroleum Sites
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