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A SUMMARY OF HOUSE BILL 4937 ASINTRODUCED 8-28-13

The bill would:

o Eliminate transfers to the Michigan Clean Air Fund from the "uncollectibles
allowance recovery funds' established by investor-owned gas and electric
utilities.

o Repea the statutory requirement that utility companies establish and administer
these funds.

o Rescind the administrative rules implementing the transfer of funds to the state.

BACKGROUND INFORMATION:

The Michigan Clean Air Fund was created in Public Act 322 of 2000. The Fund is
administered by the Department of Environmental Quality and must be used by the DEQ
to provide grants and loans to individuals, private or public corporations, and local units
of government for programs or projects established to reduce oxides of nitrogen and
volatile organic compounds, and aso for the program's administration.

The Fund receives revenue from uncollectibles allowance recovery funds as required
under Section 4(2) of Public Act 322 of 2000. Under this statute, the Michigan Public
Service Commission (MPSC) must require each natural gas or electric utility under its
jurisdiction to establish and administer an uncollectibles allowance recovery fund.
Investor-owned utilities must disburse a portion of that fund annually to the state
treasurer for deposit in the Michigan Clean Air Fund. (Cooperatives must return the
money to customers.) The "uncollectibles alowance recovery funds' consist of money
held by utility companies from deposits unclaimed by utility customers who die or leave
their residences without notifying the utility companies.

According to a 10-2-00 analysis of Public Act 322 (enrolled Senate Bill 1340) by the
House Legidative Analysis Section (now part of the House Fiscal Agency), a surplus
apparently remains once the utility companies recover their costs of closing such
accounts. R460.2601-460.2625 of the Michigan Administrative Code provides the
formula by which the utility companies are annually to disburse funds from their
uncollectibles allowance recovery funds to the state.

In Public Act 291 of 2000, the Legislature appropriated $5.0 million in supplemental
funding to the Department of Agriculture (MDA). The appropriation was for
"agricultural development initiatives," and the bill required the MDA to expend these
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funds for local grants for agricultural value initiatives. However, the act also specified
that the $5.0 million for agriculture development initiatives could not be expended until a
new fund, the Uncollectable Allowance Recovery Fund, was created. As mentioned
above, PA 322 of 2000 instead created "uncollectibles allowance recovery funds' to be
established by certain gas and electric utilities. In Section 2(3), PA 322 of 2000 also
required the Department of Treasury to deposit $5.0 million from the Michigan Clean Air
Fund into the Agricultural Development Fund. Thus, these public acts allowed that $5.0
million of revenue from the new uncollectibles allowance recovery funds be deposited
into the Michigan Clean Air Fund and then transferred into the Agricultural Development
Fund. According to the DEQ, this transfer of funding has never occurred and all of the
funding has remained in the Michigan Clean Air Fund.

THE CONTENT OF THE BILL:

House Bill 4937 would amend Section 3 of the Julian-Stille Value-Added Act (MCL
285.303) and repeal Section 4. Section 3 creates the Michigan Clean Air Fund for the
purpose of providing grants for projects or programs established to reduce oxides of
nitrogen and volatile organic compounds (substances which contribute to air pollution)
and for related administrative costs.

The bill would eliminate as a revenue stream to the Michigan Clean Air Fund monies
from the uncollectibles allowance recovery funds established in Section 4 of the act. As
noted, the bill would also repeal Section 4, which requires certain gas and electric utilities
to establish and administer these funds and disburse a portion of the money in their funds
to the state treasurer for deposit in the Michigan Clean Air Fund. Lastly, the bill would
rescind the administrative rules (R 460.2601 to R 460.2625 of the Michigan
Administrative Code) that support implementation of Section 4 (MCL 285.304) by the
Michigan Public Service Commission.

FISCAL IMPACT:

House Bill 4937 would eliminate the requirement that revenues from each investor-
owned utility company's uncollectibles allowance recovery fund be deposited into the
Michigan Clean Air Fund, and would repeal Section 4 of Public Act 322, which required
the deposits. As of August 2013, the Michigan Clean Air Fund has a balance of
$638,100. The Fund began receiving revenue from the uncollectibles allowance recovery
funds in FY 2002 and has not received funding from any other source; no expenditures
have been made from the Michigan Clean Air Fund. In FY 2013, the Fund is anticipated
to receive approximately $39,000 in revenues. By repealing Section 4 of PA 322 of
2000, House Bill 4937 would end current deposits into the Michigan Clean Air Fund, and
it is anticipated that the fund balance would remain $638,100 until expenditures are made
from the Fund. The DEQ has not yet created a grant and loan program for this funding.

Legidative Analyst: Susan Stutzky
Fiscal Analyst: ViolaBay Wild

m This analysis was prepared by nonpartisan House staff for use by House members in their deliberations, and does
not constitute an official statement of legidlative intent.
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