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ADMINISTRATIVE RULES
Fiscal Estimate & Economic Impact Analysis

1. Type of Estimate and Analysis
X oOriginal [ Updated [Corrected

2. Administrative Rule Chapter, Title and Number
Ch. NR 46, ForestTax Program.Board order FR-23-16.

3. Subject
Relating to the foresttax law programs (Managed ForestLaw and ForestCrop Law)

4. Fund Sources Affected 5. Chapter 20, Stats. Appropriations Affected
OcePr [OFED [OPRO [OPRS X SEG [SEG-S | None

6. Fiscal Effect of Implementing the Rule

O No Fiscal Effect O Increase Existing Revenues O Increase Costs

X Indeterminate [0 Decrease Existing Revenues [ Could Absorb Within Agency's Budget
[ Decrease Cost

7. The Rule Will Impactthe Following (Check All That Apply)
[] State’s Economy X Specific Businesses/Sectors
X Local Government Units ] Public Utility Rate Payers
[] Small Businesses (if checked, complete Attachment A)

8. Would Implementation and Compliance Costs Be Greater Than $20 million?

O Yes X No

9. Policy Problem Addressed bythe Rule

Changes to Ch. NR 46, Wis. Adm. Code, to become consistentwith statutory changes inch. 77, Wis. Stats. 2015 Wisconsin Act3 58
was signed into law on April 14, 2016. This act made a number of changes to the administration ofth e Forest Tax Programs. Chapter
NR 46, Wis. Adm. Code, needs to be amended as aresultof Act 358 to reflect current statutory language. Additional changes to ch.
NR 46, Wis. Adm. Code, were also pursued in this proposed rule to incorporate longstanding policyinto rule and streamline and clarify
administration ofthe MFL and FCL programs.

10. Summaryof the businesses, business sectors, associations representing business, local governmental units, and individuals that
may be affected by the proposed rule thatwere contacted for comments.

As part of the solicitation process, the departmentwill solicit feedback from landowner groups, representative from towns and
counties, private and departmentforesters, cooperating foresters, certified plan writers, and forestproductindustry partners.

11. Identify the local governmental units that participated in the developmentofthis EIA.

None.

12. Summaryof Rule’s Economic and Fiscal Impacton Specific Businesses, Business Sectors, Public Utility Rate Payers, Local
Governmental Units and the State’s Economyas a Whole (Include Implementation and Compliance Costs Expected to be
Incurred)

There are varying economicimpacts associated with the passage of Act 358 in April 2016. This analysis on the proposed chang esto
ch.NR 46, Wis. Adm. Code, will only include evaluation of economicimpacts resulting from the DNR’s implementation of statutory
provisions. Itis anticipated that the proposed changes to ch. NR 46, Wis. Adm. Code, will have minimal to moderate econo mic
impacts and will nothave animpacton small businesses. The total costof implementing NR 46 changes is estimated to be less than
$50,000 peryear. Some of these changes willimpactmunicipalities and counties opposite the impactto the landownersto a lesser
degree thanthe impactto the landowner, others will notimpactthe municipalities atall. The flexibilities offered by this proposed rule
are expected to save land owners approximately$90,000 per year. The changes within NR 46 and a detailed explanation of the
potential economicimplications (costs and benefits) are explained below.

Minimum Acres and Renewals
This proposed rule allows landowners to perform the withdrawal of ineligible land with a tax and fee and the renewal of the land
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simultaneouslyto make the land eligible forthe one-time renewal ofless than 20 acres. Based on our assessment, there are 707
entries that may be impacted by this additional flexibilityin the future. If we include the average rate of expiration and renewal, we
anticipate 8 landowners will be impacted annually. The statewide average tax rate for productive forestland is $40.79, therefore, a
gross estimate ofthe statewide cost of withdrawal per acre to landowners would be the average tax rate multiplied by 10 plus a $300
withdrawal fee. In terms of tax savings to the landowner, since this provision will be more likelyto impact owners with less than 1,000
acres,we assumed an average savings of$31.41 peracre per year (reflective of 90% of the land owing a closed acreage fee),
compared to the average tax rate of productive forest land if land were not enrolled in the program. The average entry size for lands
enrolled between 11 and 21 acres, less the 1 acre building site thatwould need to be removed is 15.66 acres, resulting in an average
savings ofapproximately $491.97 perlandowner per year for land allowed to be renewed in the program . On average, landowners
would break even, and start benefiting from the costof the 1-acre withdrawal for the building site in year two of their renewal order.
The departmentanticipates the increased costs to local units of governmentequal to landowner savings, and conversely, increased
benefitto local units of governmentwould equal the landowner cost. Additionally, the impactof the flexibility that Section NR 46.18(8)
provides landownersto update existing managementplansin orderto streamline the renewal process s anticipated to be minim al.
Through the new renewal provisions, landowners maybe more inclined to keep the d ata within their management plan up to date.
Keeping managementplans up to date may resultin a reduction in the costof the plan for the landowner

Buildings and Improvements

This section of rule clarifies how buildings and improvements associated with buildings are defined, and there may be subtle
differences in the costor benefit associated with our interpretation. The departmentestimate sthat 180 orders will be impacted by this
annuallydue to expiration of land that contains a building thatthe rule prohibits. The gross average increase in propertytaxes when
land is returned to the regular property tax roll, for large and regular MFL landowners, is $33.12 peracre (reflective of 1/3 of the land
owing closed acreage fees). The departmentanticipates the increased benefitto local units of governmentwould equal the landowner
cost.

Accessibility

Act 358 requires thatland designated as open to public recreation is accessible on foot. Owners of open lands that are not accessible
by publicroad or other land open to public access mayneed to secure an agreementifthey cannot provide another means ofaccess.
The alternative is to close theirland to public access and paythe highertax rate of $10.20 per acre per year for closed lands,
compared to the open-MFL tax rate of $2.04, or to withdraw theirland from the program with a tax and fee. From a cost efficiency
perspective, we anticipate that landowners will notclose or withdraw their land based on the new rules but willinstead secure an
agreementwith a neighboring landowner. The departmentanticipate s the costto landowners to be minimal even though it cannotbe
determined. No additional costs to local units ofgovernmentor the department are expected.

Contracts

Currently there are approximately 50,000 MFL orders. Under Section NR 46.27 (2), if there is a material change to program statutes or
rules the departmentwill need to send a letter to each designated landowner contact within the program. Within the past5 years there
has been at leastone legislative change to the MFL program in every legislative session. Forthe departmentto send aletter to the
primaryowner of each order using the Departmentof Administration first-class mailing and printing services, the total costto the
departmentis anticipated to be approximately$25,046 each time a material change occurs.

Department orders
The departmentmayissue orders to corrector alter existing MFL orders to coincide with facts determined to be in place at the time
the orderwas issued. Currentlythe departmentdoes this, so we do not anticipate any additional costs.

Large Ownerships

This rule clarifies the information that large ownerships are required to maintain as partoftheir managementcommitment. Large
ownershipswill also be required to supplymore information to the departmentatthe time land is entered into the program so thatthe
departmentcan confirm program eligibility. We anticipate that all of these ownerships alreadyhave this information on hand and any
additional costthat could be incurred related to this requestwill be minimal. The departmentanticipates no additional costto local
units of governmentor to the department.

Productivity Eligibility Criteria
Changes and clarifications in how the program evaluates land that is capable of producing 20 cubic feet of merchantable timber per
year will likely resultin an increase ofland eligible for the program, and consequently, has the potential to decrease the amount of
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land on the regular property tax roll. Mandatory practices required in the managementplan forlands notmeeting densityrequirements
atthe time of entry may increase landowners’ cost, though this would likelybe offset by the tax savings associated with MFL
enrollment. Land capable of meeting the productivity standards prior to this provision would have had to complete similar, if not the
same practices before entry. Therefore, the departmentanticipates no economicimpactto the landowner beyond a few additional
years of reduced property taxes, since this provision simplyallows the land to be enrolled prior to the practices taking place.
Additionally, clarifying language to how productivity is evaluated on MFL parcels was added to ensure consistency. This chang e could
resultin acreage not being eligible for the program because itexceeds non-productivity. However, the departmentanticipates thatthis
will likely resultin a minimal amountofacreage not able to be enrolled in the program. Overall, due to changes and clarifi cations in
productivity eligibilitycriteria, the departmentanticipates minimal yetindeterminantimpacton landowners and local units of
governmentand no additional costto the department.

Restoration

To determine iflandowners would be required to restore land afterit has exceeded 20% nonproductive acreage, the departmentwill
evaluate whetherthere is an economic concern thatwould prohibitrestoration. Landowners will be required to restore land if
restoration costs are estimated to be less than involuntarywithdrawal costs. If landowners are notrequired to restore the land, the
minimum number of acres needed to be withdrawn to get the land back into compliance with productivity requirements will be
withdrawn withouta tax and fee. Using the average out of pocket costfor emergencyfunded restoration projectinstalled since 2012
through the Wisconsin ForestLandowner Grantprogram and the average costof withdrawal, the departmentanticipates thateven
though the average costof involuntary withdrawal is higher than the average cost of restoration, restoration will onlybe required in
rare situations because the likelihood of success ofthe restoration is also evaluated. Of the determinations made since the passage of
Act 358, no restoration attempts have beenrequired, and the im pacted landowners have been able to withdraw the acreage without
tax and fee. In situations where restoration would be required, the landowner will have the option to attempt the restoration or
voluntarily withdraw the land and go back on the regular property tax roll, ultimatelyleaving the economicdecision in the landowner’s
hands, butwe would assume landowners would attemptrestoration since the cost of withdrawal would be higher. Municipalities and
counties maybe impacted depending on whetherthe land returns to the regular property tax roll or the landowner restores the land.
The departmentanticipates no additional costto the department.

Cutting Notices

Allowing cutting notices to be renewed if no significantchange has occurred alleviates a burd en on tax law landowners, DNR, and any
private entity involved with the cutting as industry timber sale contractperiods typically last2-3 years. Over the past3 years, 5,685
cutting notices have been completed. The average time to completion from approval date was 2.3 years. This change will likelynot
have any economicimpactas itis not a significantchange from currentoperating procedures. This provision creates flexibil ityand
may reduce costto landowners, partners and DNR since resubmission is notrequired unless a substantial change has occurred.
Therefore, the departmentanticipates no cost and unknown minimal benefits to landowners and their contractors, and no economic
impacton local units of governmentor the department.

Leasing

Landowners mayenterinto any lease oragreementifit does not conflict with the program. This provision clarifies statute and long -
standing policy, and therefore the departmentdoes notanticipate any additional cost. If anything, this provision provides a dditional
unknown economic benefitfor landowners. Additionally, the departmentanticipates no economicimpacton local units of govern ment
or the department.

Transfer of Ownership

If land conveyed or retained does notmeetsize requirements, thatland will be withdrawn with a tax and fee. This rule also allows
landowners the clear flexibility to use the productivity withdrawal after a land sale iftheir land does notmeet productivity requirements.
Ultimatelythis will lead to an indeterminantamount ofland being withdrawn without a tax and fee, that would otherwise be withdrawn
with a tax and fee because of anineligible land sale. Since the passage of Act 358, 2% (10.5 landowners/year) of partial tra nsfers
have resulted in land withdrawn without a tax and fee for productivity reasons. The average number of acres withdrawn through one of
these withdrawals was 9.11 acres. The departmentanticipates this provision will reduce the economic burden on landowners by
reducing the number of acres withdrawn with a tax and fee because of anineligible land sale, and allowing land to remainin the
program thatwould have otherwise beenwithdrawn as partofa largerinvoluntary withdrawal. Using the statewide average tax rate for
productive forestland of $40.79, a gross estimate ofa withdrawal with tax and fee to landowners would be the average tax rate
multiplied by 10 plus a $300 withdrawal fee times the number of acres withdrawn. Savings to landowners mayrepresenttax reve nue
that the local governments could have received. There is no anticipated impactto the department.
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Administration

Comprehensively, with these provisions there is additional administrative burden in the form of updating maps because of voluntary
withdrawals, partial transfers, and changing accessroutes, as well as other administrative duties required to implementthese
changes. The departmentanticipates all additional work can be absorbed in the current workforce.

13. Benefits of Implementing the Rule and Alternative(s) to Implementing the Rule

This rule revision largely aligns ch. NR 46 with recent statutory changes so thatit is compliance with state law. Additional
administrative changes were made to help with the implementation ofthe changes and to codify long standing policy.

14. Long Range Implications of Implementing the Rule

The long range fiscal or economicimplications ofimplementing the rule are the same as the shortrange implications.

15. Compare With Approaches Being Used by Federal Government

There are no existing or proposed federal regulations to compare with Wisconsin’s Managed ForestLaw or ForestCrop Law
programs.

16. Compare With Approaches Being Used by Neighboring States (lllinois, lowa, Michigan and Minnesota)

There are no existing or proposed neighboring state regulations to compare with Wisconsin’s Managed ForestLaw or Forest Crop
Law programs.

17. Contact Name 18. Contact Phone Number
AmandaKoch - Tax Law Policy Specialist (608)576-8146

This document can be made available in alternate formats to individuals with disabilities upon request.
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ATTACHMENT A

1. Summaryof Rule’s Economicand Fiscal Impacton Small Businesses (Separatelyfor each Small Business Sector, Include
Implementation and Compliance Costs Expected to be Incurred)

2. Summaryof the data sources used to measure the Rule’s impacton Small Businesses

3. Did the agency consider the following methods to reduce the impactof the Rule on Small Businesses?
[ Less Stringent Compliance or Reporting Requirements

[ Less Stringent Schedules or Deadlines for Compliance or Reporting

[ Consolidation or Simplification of Reporting Requirements

[ Establishmentof performance standards in lieu of Design or Operational Standards

] Exemption of Small Businesses from some or all requirements

[ Other, describe:

4. Describe the methods incorporated into the Rule that will reduce its impacton Small Businesses

5. Describe the Rule’s EnforcementProvisions

6. Did the Agency prepare a CostBenefit Analysis (if Yes, attach to form)
Yes [No




