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RE: Wetland Audit Report Follow-Up
Dear Senator Sullivan and Representative Jeskewitz:

We value this opportunity to take an in-depth review of our wetland permit program with your
committee and the Legislative Audit Bureau. The results of this evaluation show Wisconsin’s
wetland protection program balances landowners needs well with protection of our state’s
valuable wetland resources. The audit evaluated the program from 2001-2006. Over this time
period, data shows the following:

o People now receive their permits in half the time they used to.
o We approve the vast majority of projects — only 4.4% are denied.
e Our wetland permit program has cut annual wetland loss by two-thirds.

The report includes several recommendations and additional areas to investigate for further
improvement of Wisconsin’s wetland regulatory program. We continue to strive for improvement
and are already implementing several report recommendations. In addition to the report
recommendations, we are requested to report back to your committee on five specific items
requiring further investigation. The attached document, “Report to the Joint Legislative Audit
Committee on the Legislative Audit Bureau’s Evaluation of the Wetland Regulatory Program”,
includes our findings for each of these five areas.

We are excited to report that several initiatives are already resulting in program improvements.
Specifically, the public needs better information about wetland regulation and wetland location.
We support legislative efforts to develop wetland notices for property buyers and local permit
applicants, including a low cost option for landowners to seek wetland identification assistance
from DNR staff. Below are just a few of the actions we are proud to report progress on to help
the public.

» In August, the Wisconsin Wetland Inventory (WWI) maps for 57 counties became
available to the public on DNR’s website. The maps can be viewed and printed at no
cost in the Surface Water Data Viewer. This is a big step we have been working to
accomplish for some time, but there is still more work to be done to ensure wetland
maps are updated and available on the web. Please reference the Wisconsin Wetland
Inventory section of the attached report for more details.
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» We are working to create a wetland indicator map layer using the Natural Resources
Soil Conservation Services (NRCS) soils data that will also be available on our
website. This map layer will show landowners if their property contains mapped soils
commonly found in wetlands.

» With the assistance of a grant from Wisconsin Coastal Management we are creating a
toolkit to help landowners determine if their property contains wetlands and the
wetland protection laws that apply. We plan to partner with local governments to help
distribute the toolkit to their citizens at the local offices.

» In early 2008 general permits (GP’s) for isolated (non-federal) wetlands will be
available. To maintain consistency and avoid applicant confusion, the draft GP’s for
isolated wetlands mirrors the existing federal general permits in Wisconsin.

Our goal is to provide helpful tools and resources for landowners that will allow for early
planning and better wetland protection. Public awareness and understanding are keys to the
success of any regulatory system for protecting Wisconsin’s wetlands.

Thank you for the opportunity to provide this report and we will be happy to answer any further

guestions you may have and can provide details used in our analysis. Please contact our
Wetland Team Leader, Cherie Hagen, at 608-266-7360 with any questions.

Sincerely,

Matthew J. Frank
Secretary
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I. Wisconsin Wetland Inventory (WWI)

Report Item:

Provide time and cost estimates for (1) obtaining current aerial photography and
regularly updating wetland maps using the most efficient mapping techniques
available; (2) increasing availability of wetland maps to local governments and
the public by making maps readily available on the internet; and (3) completing
state digital wetland maps for the entire state.

Response Overview:

We would like to update the WWI on a 10-year cycle as directed by the Legislature and
have the WWI available to the public on our website in digital format. Our analysis
indicates this can be accomplished with an annual budget increase of approximately
$550,000 and an additional 4.5 full time employees.

Several updated WWI maps are completed, but need to be converted to digital format
compatible for web viewing. We can accomplish these map conversions in a two year
timeframe with approximately $784,000 and six two year project positions.

To protect and restore wetlands, Wisconsin needed to develop maps showing the
location and types of wetlands in the state. The legislature established the Wisconsin
Wetland Inventory (WWI) in 1978 and directed the Department to map Wisconsin’s
wetlands and update the maps on a 10-year cycle. The primary purpose of this
extensive mapping effort was to obtain an approximation of the state’s wetland
resources by acreage, type and location.

We completed the initial Wisconsin Wetland Inventory in 1984. This initial six year
mapping effort cost $2,500,000 and was staffed by twelve full-time project employees
and six half-time limited term employees. In 1986 we began our on-going effort to
update the WWI using more accurate and modern mapping techniques with significantly
less staff. We currently have two full time employees dedicated to the WWI and have
spent an average of $125,776 annually on map updates. By mid-2008 we will have
completed WWI updates for all Wisconsin counties. Under current staffing and budget
for the WWI, we update three counties each fiscal year which puts the WWI update on a
24-year cycle. We have been unable to achieve a 10-year map update cycle as the
necessary funding and staff was not provided.

The legislative audit report recommends obtaining current aerial photography and
regularly updating wetland maps using the most efficient mapping techniques available.
To update the WWI on a 10-year cycle as directed by the Legislature, seven counties
need to be updated per year. We assessed what staffing and funding is needed to
accomplish a 10-year cycle for WWI updates. Two cost estimates were prepared, one
through the use of contractors and one for the Department to update the maps within
the agency.



Our assessment shows that the estimated cost to the state doubles if we contract for
these services rather than conduct the updates within DNR. Specifically, the 10-year
cost estimate for map updates within the agency is $5,067,491 with an annual cost of
approximately a half million dollars per year. It is important to note that contracting for
map updates still requires Department staff to conduct quality assessment and control
to ensure the map product meets state and federal mapping standards, as well as
digitizing the updated maps.

The legislative audit report recommends that we increase the availability of the WWI to
the public and local units of government by making maps readily available on the
Internet and provide high quality cartographic products. We agree and have been
working hard to accomplish this. Paper maps have always been available to the public
for purchase and in the early 90’s digital data also became available for purchase. With
the increasing use of the Internet we have worked over the past several years to make
the WWI available on our web site. In August, the Department added digital map data
for 57 counties to our website on the Surface Water Data Viewer, allowing the public to
view and print available map resources at no cost. You can view WWI maps at
http://dnrmaps.wisconsin.gov/imf/imf.jsp?site=SurfaceWaterViewer. We are currently
working on a wetland indicator map resource using mapped soils data to further assist
the public in determining if their property may contain wetlands. We have prepared a
cost estimate necessary to maintain the wetland layers on our website and conduct
updates as new digital information is created. There is also a need to purchase a
plotter to provide high quality paper maps for those who do not have internet access or
require printed maps. Our cost estimate for the first year is $51,051 and after the first
year $25,262 annually. The first year includes the plotter purchase.

The legislative audit report recommends completing digital wetland maps for the entire
state. We currently have 34 counties that have updated wetland maps that need
conversion to digital format. With our existing staff of one fully trained full time
employee for digitizing, we are able to accomplish conversion of three counties to digital
format per year. With additional funding and staff we have the ability to make all WWiI
counties available on the internet through the Surface Water Data Viewer by digitizing
40 counties (34 plus 6 additional) within two years. The estimated cost estimate is
$783,972 and requires the hiring, training and support for six 2-year project positions
working full time. We are also currently working with the U.S. Fish and Wildlife Service
to make the WWI available on the National Wetland Inventory website.

We look forward to working with the legislature on budget initiatives associated with the
Wisconsin Wetland Inventory map updates and efforts to make the WWI more available
to the public. Maps are a great tool and first place to check, but should be
complimented with a visit to the property for verification that the map matches up with
what is actually on the ground.
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Il. Compensatory Wetland Mitigation Banks

Report Item:

Report on the advantages and disadvantages of increasing the use of
wetland mitigation banks for those projects in which wetland losses are likely
to be approved.

Response Overview:

Wetland Mitigation banks are used by 70% of permit applicants for state approved
wetland mitigation. Mitigation is not a state requirement, but rather an optional tool the
applicant can offer in the permit process. More than 98% of permits are approved
without mitigation as a component.

The majority of wetland mitigation occurs in Wisconsin because the federal government
requires mitigation through their wetland permit process. Most of the federal permit
applicants compensate by carrying out their own “project-specific” wetland mitigation
rather than purchasing bank credits.

Some applicants prefer to write a check to purchase credits at a pre-approved wetland
mitigation bank rather than design and manage their own mitigation site. In many cases
the use of mitigation banks is an acceptable means to mitigate, however, wetlands
mitigated through the purchase of bank credits do not address local flooding, decreased
water quality, habitat loss and other local impacts resulting from the loss of wetlands.

Compensatory wetland mitigation is the restoration, enhancement, or creation of
wetlands to replace or “compensate” for permitted wetland loss. Wetlands can be
mitigated through projects completed by the permit applicant or through the purchase of
credits from pre-approved mitigation banks. Both the federal and state process requires
applicants to follow the same sequenced approach of first avoiding and minimizing
wetland impacts prior to consideration of mitigation.

Mitigation banking was developed at the federal level to provide a service to applicants
who were unable to find local wetland mitigation sites to meet permit requirements. The
federal law requires compensatory wetland mitigation for all fills 10,000 square feet or
greater and in some cases, can require mitigation for smaller fills. The state law allows
mitigation as an optional tool applicants can include with their permit application for
wetland fill. *

Most wetland mitigation that occurs in Wisconsin is required by the U.S. Army Corps of
Engineers (Corps) and involves the applicant constructing their own mitigation project,
known as “project-specific mitigation”, rather than purchasing credits at a pre-approved
mitigation bank. These mitigation projects typically are located near the wetland impact,

* Under an interagency cooperative agreement with WDNR, the Wisconsin Department of Transportation
has committed to compensate for all unavoidable wetland loss.



commonly referred to as “on-site” compensation. Federal rules require the applicant to
investigate on-site mitigation opportunities before the purchase of bank credits.

When the department considers wetland mitigation in the state permit process,
Wisconsin rules also specify on-site mitigation be evaluated first, but most applicants
purchase bank credits. The Legislative Audit Bureau found during their review period
that 67% of projects compensated for wetland loss through bank credit purchase. More
recent data, outlined in our June 11, 2007 Biennial Report on the Status of Wisconsin’'s
Wetland Compensatory Mitigation Program 2002-2006, shows that 70% of projects
approved with mitigation purchased credits at a wetland mitigation bank. The Biennial
Report can be viewed at:
http://dnr.wi.gov/org/water/thp/wetlands/mitigation/documents/2007_Biennial Report.pdf

The audit report requested we investigate the advantages and disadvantages of
increasing the use of wetland mitigation banks for those projects in which wetland
losses are likely to be approved. Currently, more than 98% of state wetland permits are
approved without mitigation because applicants have successfully demonstrated they
meet the following standards set by law:

1. the project can not avoid impacts to wetlands;
2. the project minimizes wetland impact to the extent practicable; and
3. the project will not result in a significant adverse impact to wetlands

Requiring the use of wetland mitigation banks for all approved state wetland fills would
result in a significant expense to both the applicant and the state when applicants are
currently able to meet state law without mitigation. The requirement of mitigation could
also mislead applicants into thinking they no longer need to “avoid” and “minimize”
wetland impacts if they compensate for the wetland loss. It is clear in both federal and
Wisconsin law that applicants are required to first “avoid” and “minimize” wetland
impacts before considering mitigation.

Our research on disadvantages associated with use of wetland mitigation banks rather
than project-specific mitigation includes the following: (please refer to page 6 for
reference details)

» Mitigation banks are less likely than project-specific mitigation projects to replace
lost wetland functional values and wetland types. Project-specific mitigation
projects are usually located near where the wetland impacts occur and are
specifically designed to compensate for the wetland functions lost by the
development project. For this reason, both federal and state mitigation process
establishes a preference for on-site and in-kind mitigation.

> In Florida, wetland mitigation banking has been shown to relocate wetland
services to rural areas, where it is cheaper to purchase land (Ruhl and Salzman


http://dnr.wi.gov/org/water/fhp/wetlands/mitigation/documents/2007_Biennial_Report.pdf

2006). Critical wetland functions, such of the flood storage and water quality
enhancement, can be lost in urban areas where they are most needed.

» Compensating losses of small wetlands with larger wetlands located elsewhere
may result in significant adverse cumulative wetland impacts (Trochlell and
Bernthal 1998). For example, small wetlands, such as ephemeral ponds, support
important amphibian breeding habitat.

» Recent research on wetland compensatory mitigation in Ohio indicates that
wetland mitigation banks are not more likely to successfully compensate for
wetland losses compared to site-specific mitigation projects (Mack and
Micacchion 2006). Spieles’ (2005) study of mitigation banks across 21 different
states found that larger mitigation sites did not have more diverse plant
communities or greater abundances of native species compared to smaller
mitigation sites.

» Mitigation banking is more risky than project-specific mitigation. There is a
greater loss of wetland functions and services when a bank fails compared to the
failure of an individual mitigation site. Mack and Micacchion (2006) determined a
failure rate of 33% of Ohio banks studied, and Spieles (2005) found that using
simple vegetation success criteria, 52% of the banks studied could be considered
a failure.

Our findings on the advantages of using mitigation banks rather than project-specific
mitigation include:

» There is a greater likelihood of wetland gains being achieved in advance of
wetland losses with mitigation banks compared to individual sites.

» Purchasing bank credits can be less expensive for developers compared to
pursuing project-specific mitigation due to the consolidation of monitoring and
management costs and lower costs of purchasing land in areas with minimal
development pressure.

> ltis less costly for agency staff to monitor and track a few mitigation banks with
large wetland acreage compared to many, smaller project-specific mitigation
sites.

We verified that our mitigation rule is consistent with state statutes and have worked
with the federal agencies to create a standard set of guidelines the applicant must follow
for both the Corps and DNR when mitigation is included as part of a permit. These joint
standards are outlined in “Guidelines for Wetland Compensatory Mitigation in
Wisconsin” found at http://dnr.wi.gov/org/es/science/publications/wetland _mitig.pdf.
Currently, the Corps and USEPA are drafting new federal compensatory wetland
mitigation rules. Once the new federal rules are completed, we will revisit our state laws



http://dnr.wi.gov/org/es/science/publications/wetland_mitig.pdf

to determine if changes are necessary in Wisconsin’s joint mitigation guidelines to
maintain consistency with federal laws.
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lll. Wetland Permitting

Report Item:

Efforts to better ensure that regional staff document consistency in reaching their
permit decisions and to provide addition guidance to applicants, including identifying the
number and types of project alternatives that permit applicants must provide; evaluating
the cost and feasibility of proposed project alternatives; and determining whether a
project will have significant adverse effects on wetland functions and values.

Response Overview:

Consistency in issuing state wetland permits is of great importance to us, as well as
flexibility to allow for the diversity of projects we see, each project bringing their own
unique set of circumstances and facts. To ensure consistency statewide among the five
DNR regions we have several mechanisms in place.

To improve applicant understanding of the permit process, we will make additional
guidance available to applicants by placing existing guidance on our website, improving
applications, creating a wetland toolkit and providing training to those interested.

We strive to proactively work with permit applicants to help them get their permits and to
move projects forward with the least amount of impact to the environment. We believe
our wetland permit program works well because current laws are flexible enough to
allow staff to consider the diversity of projects and the unique facts unique to each
project. This flexibility allows us to approve more than 95% of permit applications we
reach decisions on. Consistency in making wetland permit decisions is also very
important to us, as we want to treat all applicants fairly by applying the same basic set
of standards to all projects. We have the following mechanisms in place to ensure
consistent wetland permit decisions:

» Staff that issue wetland permits (water quality certifications) are required to take
intensive training on state wetland law, established case law and program
guidance prior to issuing wetland permits on their own.

> Refresher training is held at statewide and regional meetings. This year
“Practicable Alternative Analysis” training was held at a Water Management
Specialist Quarterly meeting and in each of the five DNR regions. These
sessions involved staff from several other programs that may encounter projects
with wetland impacts.

» Each region has an Aquatic Habitat Expert (AHE) who ensures permit
consistency by serving as the point of contact for regional staff that have wetland
permit related questions.



> Biweekly statewide conference calls are held between program staff in Madison
and the regional Aquatic Habitat Experts to discuss questions. These conference
calls help to ensure regional decisions are consistent statewide.

» We also use our permit tracking database to monitor timeliness and consistency
on an ongoing basis. Any observed differences are reviewed using file materials
and staff consultation and addressed through training or guidance.

While we annually conduct program reviews to verify consistency, we were able to find
some additional areas for improvement through the audit process. Midway through the
audit period, we updated our permit data collection requirements to capture more detail
on wetland decisions in our database system. Capturing the facts, (e.g., wetland type,
acreage proposed and authorized) and rationale for decisions (e.g., cost, logistics, etc.)
electronically also saves staff time of producing written file summaries. We also updated
our database guidance to reflect the changes, as well as clarify database entry errors
noted during our data review for the audit.

The audit report also requested we explore ways to improve applicant understanding of
the wetland permit process. While we have ideas for improvement, we also sought the
perspective of folks who often represent applicants in the permit process. A focus group
was created consisting of several professional consultants from around the state, a
developer, an attorney and representatives from the Wisconsin Builders Association
and the Wisconsin Wetlands Association.

The focus group met in September to discuss ideas on how the agency can improve
applicant understanding of the permit process. The group generated a priority list of
ideas for improvement and there are several actions we will take based on these
priorities. We will also make direct contacts to previous landowner-only applicants for
their feedback and recommendations. Additionally, we have consulted with our permit
review staff for their recommendations based on their daily experience with applicants.

The following are actions we intend to take to improve applicant understanding of the
permit process:

» Promote and encourage applicants to request a pre-application meeting with
their local DNR Water Management Specialist. At this meeting applicants can (1)
share the purpose of their project; (2) obtain an explanation of the permit
process; (3) determine what other alternatives they should explore; and (4) will
receive a preliminary determination if their selected project alternative is
approvable based on the information they provide at the pre-application meeting.

> Create a standard list of alternatives applicants must provide for common project
types and make good alternative analysis examples available.

» Create a wetland toolkit to assist landowners in determining if they have a
potential wetland and in understanding applicable state wetland protection laws.



» Provide training using the tools above to interested parties, such as consultants.

We will make every effort necessary to ensure staff document consistency in reaching
their permit decisions and ensure the public has a better understanding of the permit
process. Even with these efforts, there may still be a perception that inconsistency
exists. When taking a closer look at projects that may appear to be handled
inconsistently, it is often the case that the fact set of each project being compared
differs, as most projects rarely have the exact same set of circumstances. If these
situations arise we offer the opportunity to explain the facts of each case to anyone
interested.



IV. State Assumption of the Federal 404 Permit Program

Report Item:

Evaluate the feasibility and advantages of assuming the federal wetland permit
program, as allowed under Section 404 of the Clean Water Act with an estimate of the
required staffing levels, anticipated program costs, and effects on wetland resources.

Response Overview:

We have investigated the feasibility of the state assuming the federal 404 permit
program in the past and again in response to the audit request. We continue to find the
feasibility of assuming the federal program low due significant barriers that involve state
law changes and the lack of federal funding available to states for implementation. Our
fiscal estimate and staffing needs for federal program implementation include an annual
budget increase of $1,047,300 and an additional 16.6 full time employees. We have
also found state assumption would not result in additional protection of Wisconsin’s
wetland resource, since all wetlands in Wisconsin are already protected under either
current federal or state laws.

We prepared a comprehensive report “An Assessment of Wisconsin’s Wetland
Protection Programs — Should the State Assume the Federal Wetland Fill Permit
Program?” in 1991, which was revised in 1993. While we found potential benefits of
assumption, we continue to find the feasibility of assuming the federal 404 program low
due to inadequate state jurisdiction and limited funding and staffing. Furthermore, state
assumption would not result in additional protection of Wisconsin’s wetland resource,
since all wetlands in Wisconsin are already protected under either current federal or
state laws.

States may assume responsibility for issuing federal permits for wetlands and
waterways meeting the federal definition, under s. 404 of the federal Clean Water Act.
If a state assumes the federal 404 permit program, applicants no longer need to obtain
separate federal permits for their projects for most waterways and wetlands. Itis
important to note that the federal government through the U.S. Army Corps of
Engineers retains permit authority over waters traditionally used for commercial
navigation, defined as Section 10 waters. A few examples include the Great Lakes,
Mississippi River, St. Croix River and the Wisconsin River. The state assumption
approval process is coordinated by the Environmental Protection Agency and states
applying must have state law that is as protective as the federal law.

When a state assumes the federal 404 permit program, permit streamlining should
occur. Applicants for most waterway and wetland permits are no longer required to
obtain a separate federal permit; only the state permit and standards apply. State
“assumption” combines the federal and state permit processes creating one set of
permit standards. This combination should eliminate applicant confusion between
federal and state requirements that may appear to be different. While assumption
should streamline the permit process, applicant confusion may remain because
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applicants are still required to obtain federal permits for projects associated with Section
10 waters.

In order to assume the federal 404 permit program, state law must be at least as
protective as the existing federal law and if the state chooses, can be more protective.
Although Wisconsin currently has protective wetland and waterway laws, several law
changes would be required to ensure consistency with the existing federal 404 permit
program. Four major examples of required law changes include: (this list is not
inclusive)

» Create protection of federal wetlands under state law. Currently, Wisconsin
law provides direct jurisdiction only over non-federal (isolated) wetlands and
wetlands on the beds of navigable waterways. The state obtains authority over
federal wetlands through the federal 404 permit the Corps issues.

» Require compensatory wetland mitigation. Wisconsin law does not require
applicants to compensate for permitted wetland loss, but allows applicants the
option of offering wetland mitigation in the permit process. Federal law requires
mandatory wetland mitigation for wetland losses of 10,000 square feet or more
and provides for discretionary wetland mitigation for wetland losses smaller than
10,000 square feet.

» Eliminate Wisconsin Department of Transportation (WDOT) exemption in
Chapter 30, Wisconsin Statutes. Currently, WDOT is exempt from Chapter 30,
state waterway permitting requirements, which means no direct state jurisdiction
exists over DOT activities in wetlands and waterways. Federal law would not
allow for this exemption, as WDOT is required to obtain federal 404 permits.

» Eliminate cranberry operations and solid waste facilities limited scope of
alternatives. Wisconsin law currently allows cranberry operations and solid
waste facilities to provide a limited scope of alternatives for the state wetland
permit process. The federal law does not allow for a limited scope of alternatives.

To assume the federal permit program, DNR must assume the additional duties
associated with the federal permit program implementation. To determine what
additional work the Department would take on, we obtained 2006 data from the Corps
St. Paul District, the office currently responsible for implementing the 404 permit
program in Wisconsin. We compared Corps data and state data, and estimated hours
to perform additional tasks, to determine an approximate cost associated with
assumption. To implement the federal program in Wisconsin we have estimated an
annual increase of approximately $1,047,300 with an additional 16.6 full-time
employees. Additional workload includes the following:

» Enforcement of federal wetland violations.

» Review of additional mitigation project proposals required for 10,000 square feet
or more of approved wetland fill.
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» Landowner assistance with wetland and jurisdictional determinations.
» Providing EPA notice for individual permits and annual reporting.

Given the necessary state law changes and additional costs associated with assuming
the federal program, feasibility of assumption is low. Federal funding is not available
and the agency could not absorb the additional work with existing staff and budget.
Importantly, assumption of the federal program would not result in any additional
protection to Wisconsin’s wetland resource.

We have taken many steps to eliminate agency duplication of effort and confusion for
the applicants. The major benefit resulting from state assumption is the potential for
permit streamlining for permit applicants. Recognizing this benefit we have worked with
the Corps to make the permit process as seamless as possible for the applicant. The
following are steps taken with the Corps to streamline the permit application process:

» Joint Federal and State Permit Applications. Applicants use the same
application form for both the federal and state permit application and submit it to
the Department.

» State Programmatic Permits. The state has given blanket water quality
certification to federal general permits. Our 2006 data indicates that more than
83% of approved wetland permits were authorized with the federal general permit
and received state confirmation.

» Memorandum of Agreement (MOA). Agreements between the Corps and the
Department govern how staff of the two agencies coordinate with one another.
MOA'’s include a process for resolving agency differences.

» Joint Guidelines for Wetland Compensatory Mitigation in Wisconsin. A
standard set of guidelines for applicants to respond to both federal and state
mitigation projects.

These steps allow for permit streamlining that the Department implements utilizing our
current budget and staffing levels. In January of 2008 we will be noticing a general
permit for non-federal (isolated) wetlands that mirrors the existing federal general
permits. This effort will increase permit streamlining by utilizing the same standards for
both federal and state permits. We will continue to look for opportunities to make the
permit process easier for the applicant while maintaining a high level of protection to
Wisconsin’s wetland resources.
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V. Permit Fees

Report Item:
Provide options for establishing wetland permit fees that better reflect the level of effort
necessary to review permit applications.

Response Overview:

We would like to obtain more equitable permit fees for applicants that better reflect the
level of staff effort needed to review permit applications. In researching other states
permit fee structures we have found several options for accomplishing this in Wisconsin.

Fees paid by permit applicants cover part of the cost of reviewing proposals to ensure
protection of wetlands and waterways. Wisconsin statutes set a three-tier fee structure
with classification of regulated activities based on low, medium or high number of hours
for review (see ss. 281.22, 30.28 and 31.39, Wis. Stats., NR300, Wis. Adm. Code, and
DNR form 3500-053A).

Fees for all types of wetland and waterway alterations generated $935,073 in revenue
in FY2006. Applicants pay just over 10% of the total permit program cost. Fees help
pay for travel to sites, supplies and equipment including computers, limited term staff for
logistical support, permit tracking and documentation and a web site for permit
applicants. Staff salary sources are general purpose revenue, motorboat gas tax and
Coastal Zone Management grants.

The Legislative Audit report recognized actual and potential inequities in the fee
structure. A closer look for this report identifies the following inequities:

» Projects involving multiple regulated activities are subject only to the single
highest fee. As a result, a large development with site grading, wetland fill,
bridges or culverts, and so on, requiring an individual permit, pays a $500 fee.
An individual whose driveway culvert can’'t be designed to meet the general
permit standards pays the same $500 fee.

> Projects that appear similar and are in the same fee classification may actually
differ substantially in the amount of review time due to differences in factors that
can't be effectively predicted — local environmental conditions, applicant
capability, adjacent landowner concerns.

» Taxpayers must cover the cost of reviewing private activity in order to avoid harm
to public water resources because program funding is largely through general
purpose revenue. (Public projects using state or federal funds and public
transportation projects are not subject to fees.)
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Options to remedy these inequities were developed from Wisconsin’'s fee system
experience and fee structures in other states and localities. They include:

= Structure fees to charge based on project size.

= Base fees on actual review time.

= Eliminate the single highest fee exemption.

= Increase proportion of costs covered by application fees.

The Department has begun discussions with affected parties on specific proposals to
improve the fee structure. We look forward to working with those folks and with the
legislature to establish permit fees that are equitable and more accurately reflect the
level of effort necessary to review permit applications.
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