


State of Wisconsin

CORRESPONDENCE/MEMORANDUM

DATE: February 15, 2011
TO: Natural Resources Board Members
FROM: Cathy Stepp, Secretary

SUBJECT: FY 2012 Laboratory Certification and Registration Fee Adjustment

Background

Section 299.11(9), Wis. Stats., authorizes the Department to promulgate a graduated schedule of fees to recover
the costs of administering the Laboratory Certification and Registration Program. Chapter NR 149, Wis. Adm.
Code, establishes a relative value system for determining annual fee adjustments. The system is designed to
distribute equitably the costs of operating the program among all participating laboratories.

Fees are determined using the formula in s. NR 149.21 (1) (¢). The formula determines the program’s fee
schedule for each fiscal year and is tied to the number of laboratories participating in the program, and the
program’s expenditure authority determined under s. 20.370 (3) (f)), Wis. Stats. Laboratories participating in the
program must pay renewal fees in full to maintain their certifications and registrations.

Section NR 149, 21(1) {(b), Wis. Adm, Code, requires that the annual fee adjustments be reviewed by the
Certification Standards Review Council and approved by the Natural Resources Board, Laboratory certification
and registration fees are included in the Department’s consolidated fee billing statements, which are mailed to
facilities in early May. The Department seeks Board approval for this fee adjustment in March to avoid any
delays in processing fee statements and renewing the certification and registration of participating laboratories.

For FY 2012 the proposed fees represent a 5.3% decrease to participating laboratories. This fee decrease is made
possible through use of undesignated program reserves. The Department will collect sufficient fee revenue to
cover projected operating expenses comprising the proposed budget for FY 2012 of $598,359 which is a 1.2%
(7,202) increase over FY 201 1. The proposed budget, as has been the case in previous fiscal years, is below the
program's authorized spending authority. For FY 2012, the proposed budget is $132,341 (18.1%) below the
programs $730,700 estimated spending authority.

The number of RVUs available for FY 2012 is 10,127, representing a decrease of 30 (0.3%) units. The cost per
RVU proposed for FY 2012 is $54.00, which is $3.00 (5.3%) less than the RVU cost in FY 2011. The number of
laboratories in the program has declined, although not dramatically. For FY 2012 the program is distributing
costs among 395 taboratories, 6 fewer (1.5%) than those in the program in FY 2011.

Recommendation for Board Action

The Department recommends the Board approve the program’s FY 2012 fee adjustment proposal.

The rest of this memorandum describes the fee adjustment proposal and its effect on regulated laboratories in
detail.
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Salary and Fringe

The FY 2012 salary and fringe expenses total $538,059 (89.9%) of the program’s budget. The program has
authority for 7.39 full-time equivalent (FTE) positions. There are currently three FTE vacancies. The FY 2012
budget was constructed using the assumption that two of the three vacancies would be filled. In lieu of filling the
third vacancy, the program has observed success with securing the services of a contract auditor to supplement
program audit requirements, The FY 2012 budget is based on continuing this practice, and retaining only 6.39
FTE equivalents. The program’s existing reserves will be used to fund the contract auditor position.

One FTE position is assigned to a Program Chemist that performs most of the program’s administrative tasks and
develops and presents outreach materials for laboratories and data users. The program’s fee revenue also funds
39% of the Environmental Science Services Section Chief position. The remaining staff performs compliance
evaluations of the 395 laboratories enrolled in the program and provide technical and regulatory support to
Department staff and the regulated {aboratory community.

The FY 2012 projected cost for salary and fringe is $36,154 (6.5%) less than the corresponding costs in the FY
2011 budget. The budgeted amount includes $24,000 for the contract auditor. However, existing program
reserves will be used to fund this position; these costs will not be included in the budget calculations used to
determine required fee revenue. Salary expenditures for FY 2012 are projected to be $15,388 (4.4%) less than the
corresponding costs in the FY 2011 budget. Fringe projections for FY 2012 are $12,890 (7.6%) more than the
corresponding costs in FY 2011. The cost of fringes for the 2011-13 biennium is projected to increase 12.6%
from the 48.59% of salary in FY 2011 to 54.72% of salary for FY 2012. Our budget is based on this projection.

Supplies and Services

Supplies and services account for $45,500 (7.6%) of the program’s budget. This amount is $13,800 (23.3%) less
than that budgeted for FY 2011. Efforts have been made to create efficiencies and utilize technology such as
switching to an electronic format and e-mailing program newsletters to reduce printing and postage costs.

The FY 2012 budget for in-state travel to perform laboratory evaluations is $3,000 (15.0 %) less than the
corresponding amount in the FY 2011 budget. The projected cost for out-of-state travel to perform laboratory
evaluations has decreased in FY 2012 by $2,000 (16.7 %). These decreases reflect a reduction in travel for on-site
evaluations precipitated by the need to hire two replacement FTE auditors. The budget is based on assumption
that there will be some time required to train new staff before they conduct on-site assessments. It is important to
note that although out-of-state evaluation travel expenses ate included in the prograin’s budget, the Department
recovers those expenses by billing out-of-state laboratories for all evaluation-related travel expenses. In turn, per
s. NR 149.21 (1) (c), these expenses are not included in the calculation of the program’s fee schedule. The sum of
projected travel expenses for in and out-of-state evaluations of laboratories in FY 2012 is $27,000 (15.6%) less
than the sum of the same expenses projected in FY 2011.

The Certification Standards Review Council has been a strong proponent of Outreach efforts. Due to staff
limitations, however, the Department is projecting spending only $2,500 to produce outreach materials for the
state’s certified and registered laboratories. The materials include educational documents and workshops to help
laboratories increase their knowledge of environmental test procedures, and promote a better understanding of
state and federal regulations affecting laboratories.
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Public Information Meetings

This proposal consists of an annual fee adjustment under s. NR 149.21 (1) (b), Wis. Adm. Code and does not
require a public hearing because the proposal does not involve a ruie amendment. A public information nieeting
to discuss the proposed fee adjustment was held at the Department’s headquarters in Madison on February 9,
2011. No members of the regulated community or the public attended the meeting.

Enyironmental Analysis

The requested Board action pertains only to an annual fee adjustment and not a rule amendment. It is therefore a
Type III action that will have no material impact on the human environment and does not require an
environmental assessment or environmental impact statement.

Smali Business Regulatory Flexibility Analysis

The proposal does not require a small business flexibility analysis because the requested action does not pertain
to rule making. Of the progran’s 395 certified and registered labs, 134 are private businesses; these facilities
include small in-state and out-of-state commercial faboratories and industrial facilities. Approximately 20 of
these laboratories (14.9%) fit the definition of “small business” specified in s. 227.114(1) Stats. The fee formula
in 5. NR 149.21 (1) (b), Wis. Adm. Code, is designed to distribute equitably the cost of operating the program
across all participating laboratories. Fees cannot be changed for one group of laboratories without affecting the
fees assessed to the remaining laboratories.

Certification Standards Review Council

Section 149.21 (1) (b), Wis. Adm. Code, requires the Certification Standards Review Council to review all
annual certification and registration fee adjustments. The Council is a nine-metmber advisory board created
under s. 15.107(12), Wis. Stats., to review the standards of the Laboratory Certification and Registration
Program and to provide recommendations for improving program performance. Each member represents an
environmental laboratory group of stakeholders. Eight members are appointed by the Department of
Administration and one member is appointed by the Chancellor of the University of Wisconsin-Madison. Six
council members represent regulated laboratories that pay certification or registration fees.

The Council reviewed the program’s FY 2012 budget and fee adjustment proposal on February 8, 2011 and
passed a resolution recommending that the Board approve the proposed adjustment. A copy of the signed
resolution is attached.

Fiscal Estimate

The required Fiscal Estimate and its accompanying worksheet are included at the end of this background
memorandum,




Wisconsin Depariment of Administration
Division of Executive Budget and Finance

DOA-2048 (R10/2000) ) ] ]
Fiscal Estimate — 2011 Session
i ficabl
K Original [J Updated LRB Number Amendment Number if Applicable
[ Corrected [0 Supplemental Bill Number Administrative Rule Number
NR149
Subject

DNR Laboratory Certification and Registration Program Fees for FY2012

Fiscal Effect
State: [ No State Fiscal Effect
[0 Indeterminate

Check columns below only if bill makes a direct appropriation Increase Costs — May be possible to absorb
or affects a sum sufficient appropriation. within agency's budget.
[J increase Existing Appropriation [ Increase Existing Revenues O Yes B No

[ Decrease Exisling Appropriation Bd Decrease Existing Revenues

[J Create New Appropriation O Decrease Costs

Local: [ No Local Government Costs
[] Indeterminate

1. O Increase Costs 3. [ Increase Revenues 5. Types of Local Governmentat Units Affected:
O Permissive [J Mandatory [J Permissive [J] Mandatory B Towns Vilages [ Citles
2. [X Decreass Costs 4. [J Decrease Revenues Counties [ Others Sanilary Districts
O Permissive [ Mandatory O Permissive [J Mandatory & Schaol Districts ] WTCS Districts
Fund Sources Affected Affected Chapter 20 Appropriations
O GPR [JFED & PRO [ PRS [J]SEG [J SEGS 20.370 (3) (£)

Assumptions Used in Arriving at Fiscal Estimate
RULE SUMMARY

Section 299.11{9) Wis. Stats., authorizes promulgating a graduated schedule of fees for participating laboratories to allow the
Depariment to recover the costs of administering the Laboratory Certification and Registration Programn. Fees for each fiscal year are
determined using the formula specified in s, NR 149,21 (1) (¢}, Wis. Adin. Code. The formula uses a relative value system to
distribute equitably program costs among all certified and registered laboratories. The systein assigns each fee item a number of
refative value units (RVUs) based on the complexity of managing an item. The cost of an RVU is determined by dividing the amount
of fee revenue necessary to fund the program’s projected operating costs by the total number of RY Us available for the fiscal year.

FISCAL ESTIMATE

The program is projecting costs of $598,359 for FY 2012. This figure represents an increase of $7,202 (1.2%) from the budgeted
expenses of $591,157 for FY 2011 and remains at $132,341 (18.1%) betow the program’s FY2012 spending authority of $730,700.
The increase results largely from a significant increase (12.6%) in the projected proportion, s a percentage of direct salary costs, of
fringe benefits. In fact, direct FTE salary costs are projected to decrease by 4.4% from FY 2011, The net nutnber of laboratories
participating in the program has decreased by 6.

Per s. NR 149.21 {I) (¢), Wis. Adm. Code, the amount of annual fee revenue necessary to fund the program’s budget is
determined by subtracting projected out-of-state laboratory evaluation travel expenses, which are reimbursable to the program,
from projected costs. Afler subtracting $10,000 for projected reimbursement of out-of-state evaluation travel expenses, and
applying $44,000 of unspent cash reserves, the Department will need to collect $544,359 in fee revenue to fund the program in
FY 20i2. This figure is $34,798 (6.0%) less than the amount of fee revenue required to meet the prograin’s FY 2011 budget.
This fee adjustment applies only to FY 2012. Fee adjustiments are determined annually.

Long-Range Fiscal implications

Prepared By: Telephone No. Agency

Joe Bolasek /7 266-2794 Departiment of Natural Resources

Authorizad Signat Tetephone No. Date {mm/dd/ccyy)
Q 266-2794 270 ’7’v //
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Fiscal Estimate — 2011 Session

LRB Number Amendment Number if Applicable
Page 2 Assumptions Narrative

Continued Bill Number Administrative Rule Number

Assumptions Used in Arriving at Fiscal Estimate — Continued

LOCAL GOVERNMENT LABORATORIES
Fees for local government laboratories will decrease by $3.00 an RVU (5.3% decrease). Fees for a
wastewater treatment facility (WWTF) that analyzes BOD, TSS, phosphorus, and ammonia will be $918.00 in
FY2012 compared to $969.00 charged in FY2011. Currently, there are 251 municipal wastewater treatment
facility laboratories that participate in the Laboratory Certification and Registration Program. There are a total
of 4408 RV Us that are from the 251 municipal WWTF labs. At a savings of $3.00/RVU, a total savings of
$13,224 would be realized by these municipal WWTF labs. Therefore, the total reduciion in costs to these
local government laboratories will be $13,224.




Wisconsin Department of Administration
Division of Executive Budget and Finance
DOA-2047 {(R10/2000)

Fiscal Estimate Worksheet — 2011 Session
Detailed Estimate of Annuai Fiscal Effect

K Original [ Updated

O corrected [J Supplemental

LRB Number

Amendmaent Number if Applicable

Bill Number

Administrative Rule Number
NR 140

Subject

DNR Laboratory Certification and Registration Program Fecs for FY2012

One-time Costs or Ravenue Impacts for State and/or Local Government {do not include in annualized fiscal effect):

Annualized Costs:

Annualized Fiscal Impact on State Funds from:

A. State Costs by Category
State Operations — Salaries and Fringes

Increased Cosis

Decreased Cosls

$ -

{FTE Position Changes)

FTE )| (- FTE )

State Operations — Other Costs

Local Assistance

Aids fo Individuals or Qrganizations

Total State Costs by Category

B. State Costs by Source of Funds
GPR

Increased Costs

Decreased Costs

FED

PRO/PRS

1,262 -

SEG/SEG-5

Complete this only when proposal wiil
Increase or decrease state revenues (e.g,,
tax increase, decreass in license fee, etc.)

State Revenues
GPR Taxes

Increased Revenue

Decreased Revenue

GPR Earned

FED

PRO/PRS

- 34,798

SEG/SEG-8

Total State Revenues

$

Net Annualized Fiscal Impact

Net Change in Costs

Net Change in Revenues

State
$ 7,202

$ -34,798
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