Division of Reclamation, Mining and Safety FY08-09 Budget Request; Assumptions and Calculations Narrative


(2) DIVISION OF RECLAMATION, MINING, AND SAFETY
(A) Coal Land Reclamation – Program Costs
Coal Program Costs line funds 23 FTE and associated operating expenses for the purpose of regulating coal mining throughout Colorado.  The program was granted state primacy in 1980 [Section 34-33-101, C.R.S. (2007)] under performance guidelines specified in a Cooperative Agreement with the federal Department of the Interior, Office of Surface Mining Reclamation and Enforcement (OSM) and defined in Article 33, C.R.S. (2007).
Base Appropriation Calculation: The base funding for this line is appropriated per the Common Policy/Option 8 calculation.  The personal services versus operating split for use in the Option 8 calculation is based on the personal services expenditure level from the second actual column (FY06-07) as a percent of the total “Program Costs.”
Financing – Cash and Federal Funds: The “target” funding split of 79 percent federal funds and 21 percent state cash funds match is based on the percentage of Colorado coal mines operating on federal lands vs. non-federal lands and is set by OSM.  A federal grant estimate is applied to the Coal Program Costs and Indirect lines, Coal centrally appropriated POTs, and to Blasters Certification Long Bill lines (funded from the same federal grant) and to Coal/Blasters centrally appropriated POTs at the target rate of 79 percent.  If the federal grant estimate does not cover 79 percent of the specified lines, cash funds-severance tax is increased above the target rate of 21 percent to cover the state allowable base funding (per Common Policies).  The financing adjustment to cash/federal funds is shown on the Coal Program Costs line.  The financing calculation for FY08-09 is shown below:
	Coal and Blasters Certification Financing Calculation
	TF
	CF
	FF

	Blasters Option 8 - 21%CF/79%FF
	106,868 
	22,442
	84,426

	Coal POTs - 21%CF/79%FF
	401,384 
	83,606
	317,778

	Blasters POTs - 21%CF/79%FF
	10,876 
	2,216
	8,660

	Coal Indirect - to be revised during Figuresetting
	102,181 
	34,531
	67,650

	Coal Program Costs Option 8 Results

*Financing fund split is made on this line – see adjusted Coal Program Costs line below.
	2,135,538 
	588,288
	1,547,250

	Total Costs - prior to financing adjustment
	2,756,847
	731,083
	2,025,764

	Federal Grant Estimate – To be revised during Figuresetting
	
	
	 

	1/2 2008 federal grant estimate (amount requested by OSM-not approved by U.S. Congress)
	
	
	972,965

	1/2 2009 federal grant estimate (OSM estimate that state grant levels will remain the same as 2008 amounts)
	
	
	972,965

	Total Federal Grant Estimate
	 
	 
	1,945,930

	 
	
	
	 

	Financing Adjustment -- adjust FF up or down depending on
	 
	79,834
	(79,834)

	grant estimate amount compared to FF total shown above
	 
	 
	 

	Final Total Coal/Blasters Fund Split
	2,756,847
	810,917
	1,945,930

	Check: Actual 21% CF Match needed
	
	578,938
	 

	*Adjusted Coal Program Costs line funding split
	2,135,538
	668,122
	1,467,416

	
	
	31%
	69%


	Line Item: Coal Land Reclamation-Program Costs
	FY07-08
	FY08-09
Base Request

	Prior Year Final Appropriation / Request
	$2,036,515
	$2,065,336

	Common Policy Adjustment/Option 8
	28,821
	70,202

	Financing Adjustment to Cash Funds
	(36,705)
	79,834

	Financing Adjustment to Federal Funds
	36,705
	(79,834)

	Long Bill Appropriation / Request
	$2,065,336
	$2,135,538

	Cash Funds / Severance Tax
	573,832
	668,122

	Federal Funds
	1,491,504
	1,467,416

	Base Request
	$2,065,336
	$2,135,538


(A) Coal Land Reclamation – Indirect Cost Assessment
All DRMS indirect cost lines finance the Executive Director’s Office (EDO) costs.  DRMS administrative/overhead costs are paid directly from the program funds; therefore a “state” indirect factor is not assessed for DRMS.  The Indirect amounts are calculated by EDO budget staff and verified by division budget staff to compare the federal indirect amount to the projected personal services costs.
	Line Item: Coal Land Reclamation-Indirect Cost Assessment
	FY07-08
	FY08-09
Base Request

	Prior Year Final Appropriation / Request
	$105,836
	$101,929

	EDO Adjustment
	(3,907)
	252

	Long Bill Appropriation / Request
	$101,929
	$102,181

	Cash Funds / Severance Tax
	33,437
	34,531

	Federal Funds
	68,492
	67,650

	Base Request
	$101,929
	$102,181


(B) Inactive Mines – Program Costs
The Inactive Mines line funds administrative costs (partial cost of 12.4 FTE and associated operating costs) that support contractual projects costs that address public safety hazards associated with abandoned mines that occurred prior to 1977 in Colorado (referred to as “pre-law” sites).  The program was established in 1980 [Section 34-33-133, C.R.S. (2007)] following passage of the federal Surface Mining Control and Reclamation Act (SMCRA) of 1977.  The federal funding is contingent on the state having an approved coal mining regulatory program under Title V of SMCRA.  The program was launched with a comprehensive inventory of mine openings and environmental problems associated with past mining activities, which revealed and estimated 23,000 sites.  Since 1980, approximately 7,000 abandoned mine sites have been addressed through this program.  Thirty-seven coal mine fires pending safeguarding and containment and subsidence issues impacting residential housing built over abandoned coal mines are issues that are also eligible for this funding.
Base Appropriation Calculation:  The base funding for this line is calculated differently for the federal versus cash funds exempt components.  The federal funds figure is based on annualizing salary survey/pay for performance amounts, but without taking a “base reduction” due to the funds having no state match requirement.  The full Option 8 calculation, including the base reduction, was applied to the cash funds exempt component for FY07-08, although the statute states $500,000 will be appropriated annually; this caused the appropriation to dip below $500,000 that year.  DRMS will continue to apply the Option 8 calculation in FY08-09.  The personal services versus operating split for use in the cash funds exempt Option 8 calculation is based on the personal services expenditure level from the second actual column (FY06-07) as a percent of the total cash fund exempt costs for that year.
Financing – Cash and Federal Funds:  The program is primarily funded from a federal grant from OSM that does not require a state match and supports administrative costs (shown in the “Program Costs” line) and contractual project costs (non-appropriated federal funds – not shown in the Long Bill).  All FTE for the program (13.8) are shown on the Program Costs line, but their cost is split between the appropriated federal funding and the contractual project cost federal funding (project portion of federal grant is allowed to be spent over three fiscal years).  The Option 8 base reduction is not taken on the federal funds component due to the federal grant not requiring a state match; thus the federal amount is informational in the Long Bill and exempt from a base reduction.
Financing – Cash Exempt Funds: The cash funds exempt component of the “Program Costs” line was initiated through legislation (Senate Bill 05-190), which appropriated $500,000 cash exempt funds/severance tax annually to this line.  Each annual appropriation is allowed to be spent over three consecutive fiscal years per footnote notation.  The purpose of supplementing this line with severance tax funds is to enable more hazards and environmental issues to be addressed annually at “pre-law” abandoned mine sites.  This funding is contingent on compliance with the division’s total allowable severance tax percentage (30 percent) from the Operational Account of the Severance Tax Trust Fund per the severance tax statutes, Section 39-29-109, C.R.S. (2007).  [Additional cash funds exempt authority will be requested in the future to enable DRMS to spend interest earnings that accrue on the fund balance.]
FY2008-09 Change Request/Decision Item #15:  The purpose of the change request is to increase federal spending authority to the Inactive Mines Program Costs line by $394,292 for personal services and operating costs for 6.0 new FTE (additional increases in Vehicle Lease Payments, Amortization Equalization Disbursement, and Supplemental Amortization Equalization Disbursement are also requested – see Executive Director’s Office).  The increase in staff is necessary to provide adequate reclamation project administration and oversight to not jeopardize forfeiting an anticipated increase of federal project funding of $30 million from FY2008-09 through FY2014-15.  Approximately 132 additional projects will be completed annually if the additional FTE are approved.
	Line Item: Inactive Mines-Program Costs
	FY07-08
	FY08-09
Base Request

	Prior Year Final Appropriation / Request
	$1,338,012
	$1,355,304

	Common Policy Adjustment/Option 8
	17,292
	47,383

	
	
	

	Long Bill Appropriation / Request
	$1,355,304
	$1,402,687

	Rollforward Amount from Previous Fiscal Year (project funds are authorized to be expended over three fiscal years)
	434,086
	

	FY07-08 Personal Services POTs
	132,102
	

	Final Appropriation / Request
	$1,921,492
	$1,402,687

	Cash Funds / Severance Tax
	
	1,049

	Cash Funds Exempt / Severance Tax
	936,646
	499,762

	Federal Funds
	984,846
	901,876

	Base Request
	$1,355,304
	$1,402,687

	Change Request #15/Inactive Mine Reclamation Program Expansion-- FY08-09
	
	$394,292

	Total Request -- FY08-09
	
	$1,796,979


(B) Inactive Mines – Mine Site Reclamation

The Mine Site Reclamation line originated in FY01-02 for the purpose of providing grants to local districts to serve as matching funds to obtain federal “319” grants from the Environmental Protection Agency/Clean Water Act.  The funds are used to mitigate water quality problems associated with past mining operations.  The federal grant funds described above are not allowed to be spent on water quality problems related to abandoned mine sites.  The funding was increased from $125,000 to $325,000 in FY06-07 and 1.2 FTE were allocated to the line to cover staff services to manage the grant distribution process and to provide project management assistance.

Base Appropriation Calculation: The base funding for this line is appropriated per the Common Policy/Option 8 calculation.  The personal services versus operating split for use in the Option 8 calculation is based on the personal services expenditure level from the second actual column (FY06-07) as a percent of the total expenses for this line in that year.

Financing:  In addition to the cash funds/severance tax appropriated to this line, cash funds exempt spending authority was also requested and approved to enable the program to accept transfer funds from the Colorado Department of Public Health and Environment.  That spending authority will be defined as federal funds in a letternote change (see Change Request below).  The program is authorized to accept non-appropriated federal funds per Section 34-33-133 (2)(a), C.R.S. (2007).
FY2008-09 Change Request/Decision Item #17:  The purpose of the change request is to amend the letternote on the Cash Funds Exempt total to more specifically define that the $30,000 CFE transfer from CDPHE is for federal funds that CDPHE anticipates receiving from the U.S. Environmental Protection Agency (see letternote language in Schedule 3 and Schedule 13).
	Line Item: Inactive Mines-Mine Site Reclamation
	FY07-08
	FY08-09
Base Request

	Prior Year Final Appropriation / Request
	$405,000
	$404,600

	Common Policy Adjustment/Option 8
	(400)
	2,988

	
	
	

	Long Bill Appropriation / Request
	$404,600
	$407,588

	Rollforward Amount from Previous Fiscal Year (project funds are authorized to be expended over three fiscal years)
	364,107
	0

	Final Appropriation / Request
	$768,707
	$407,588

	Cash Funds / Severance Tax
	738,707
	377,588

	Cash Funds Exempt / Severance Tax
	30,000
	30,000

	Change Request #17/Correction to CFE Letternote
	0
	0

	Base Request
	$404,600
	$407,588


(B) Inactive Mines – Reclamation of Forfeited Mine Sites

The Reclamation of Forfeited Mine Sites originated in FY07-08 to support projects to reclaim mine sites permitted after regulatory laws were passed in 1977, but the permit was revoked due to operator failure (bankruptcy, death, etc.) and the bond amount was insufficient to cover the remaining reclamation required at the site.  The available bond amount is “forfeited” to the state for use in reclamation.  The Inactive Mine Reclamation Program has been granted authority from the Mined Land Reclamation Board to manage projects at forfeited sites per its authority cited in Sections 34-32-118(5) and 34-32.5-118(5), C.R.S. (2007)  None of the other funds appropriated in the Inactive Mines program can be used on forfeited mine sites per the legislative or budgetary intent of those appropriations.  The appropriation is allowed to be spent over three consecutive fiscal years per footnote notation
Base Appropriation Calculation: The FY07-08 appropriation is for one-time funding – no base calculation for FY08-09 is required.

FY2008-09 Change Request/Decision Item #6:  The purpose of the change request is to request annual appropriations of $342,000 cash funds/severance tax for five years (FY2008-09 through FY2012-13) to address reclamation work at 35 forfeited mine sites.  An initial $342,000 was approved for a single fiscal year in FY2007-08, which will address 10 forfeited sites.  Each annual appropriation is requested to remain available for up to three fiscal years due to a limited construction season at high elevation mine sites and the need for site assessment and project design activities in year-one of each appropriation (see footnote language in Schedule 3 and Schedule 13).
	Line Item: Inactive Mines-Reclamation of Forfeited Mine Sites
	FY07-08
	FY08-09
Base Request

	Prior Year Final Appropriation / Request
	$0
	$342,000

	New Line – Change Request – one-time appropriation
	$342,000
	(342,000)

	
	
	

	Long Bill Appropriation / Request
	$342,000
	$0

	Cash Funds / Severance Tax
	342,000
	

	
	
	

	Base Request
	$342,000
	$0

	Change Request #6/Reclamation of Forfeited Mine Sites Continuation Funding – FY08-09
	
	$342,000

	Total Request -- FY08-09
	
	$342,000


(B) Inactive Mines – Abandoned Mine Safety

The Abandoned Mine Safety line supports 0.2 FTE and project costs for use in safeguarding or environmental remediation at any abandoned mine sites, except for forfeited sites that were bonded after 1977.  The line originated in FY95-96 from general funds derived from “gaming/casino districts” and targeted abandoned mines in those counties.  In FY01-02, the funding was converted to cash funds/severance tax and is currently used to address projects statewide, based on priority needs.
Base Appropriation Calculation: The base funding for this line is appropriated based on the Common Policy/Option 8 calculation.  The personal services versus operating split for use in the Option 8 calculation is based on the personal services expenditure level from the second actual column (FY06-07) as a percent of the total expenses for this line in that year.

	Line Item: Inactive Mines-Abandoned Mine Safety
	FY07-08
	FY08-09
Base Request

	Prior Year Final Appropriation / Request
	$111,665
	$111,611

	Common Policy Adjustment/Option 8
	(54)
	525

	
	
	

	Long Bill Appropriation / Request
	$111,611
	$112,136

	Cash Funds / Severance Tax
	111,611
	112,136

	
	
	

	Base Request
	$111,611
	$112,136


(B) Inactive Mines – Indirect Cost Assessment
All DRMS indirect cost lines finance the Executive Director’s Office (EDO) costs.  DRMS administrative/overhead costs are paid directly from the program funds; therefore a “state” indirect factor is not assessed for DRMS.  The Indirect amounts are calculated by EDO budget staff and verified by division budget staff to compare the federal indirect amount to the projected personal services costs.

	Line Item: Inactive Mines-Indirect Cost Assessment
	FY07-08
	FY08-09
Base Request

	Prior Year Final Appropriation / Request
	$96,359
	$42,096

	EDO Adjustment
	(54,263)
	18,387

	
	
	

	Long Bill Appropriation / Request
	$42,096
	$60,483

	Cash Funds / Severance Tax
	10,433
	10,873

	Federal Funds
	31,663
	49,610

	Base Request
	$42,096
	$60,483


(C) Minerals – Program Costs

The Minerals Program Costs line supports 23.9 FTE and associated operating costs, as well as costs for the Mined Land Reclamation Board.  The purpose of the line is to fund regulatory activities for hardrock (metal minerals) and construction materials mining in Colorado.  The statutes authorizing this line originated in 1975 and strengthened in 1993 for hardrock mining--Section 34-32-102, C.R.S. (2007) and in 1995 for construction materials mining--Section 34-32.5-102, C.R.S. (2007).  The statute also defines that fines paid by operators for mining violations accrue to the state’s general fund.
The line was increased in FY07-08 (through a Change Request) to cover the cost of 1 new FTE, and associated operating costs, to be posted in the Grand Junction field office.  The new FTE was needed to cover an expanding workload due to new oil shale leases provided through the federal Energy Policy Act of 2005, reactivation of uranium permits, and increasing need for construction materials related to the growth in energy industries in western Colorado.

Base Appropriation Calculation: The base funding for this line is appropriated per the Common Policy/Option 8 calculation.  The personal services versus operating split for use in the Option 8 calculation is based on the personal services expenditure level from the second actual column (FY06-07) as a percent of the total “Program Costs.”

Financing – General Fund to Cash Funds/Severance Tax:  Prior to FY02-03, the “Program Costs” line contained general fund dollars per the legislative intent that enforcement and other activity that is conducted for the benefit of the general public should be supported by the general fund [Section 34-32-102(2)(d), C.R.S. (2007)].  The general fund was replaced by cash funds/severance tax in FY02-03.
Financing – Fee Revenue: The amount of fee revenue indicated in the Long Bill letter notation is set by DRMS to reflect the estimated rate of using fee revenue versus allowing it to revert to the fund balance that extends the duration between fee increases to a 5-7 year span.  The duration of fee revenue is contingent on the viability of the mining industry in the state.  Fees were increased during the 2007 legislative session (Senate Bill 07-185); therefore, the fee amount in the Long Bill letter notation is increased in FY08-09 and severance tax revenue is adjusted accordingly.
Financing – Cash Funds Exempt:  Cash funds exempt is applied to the “Program Costs” line at a rate of 5 percent.  After the Option 8 calculation is applied, an adjustment is made to the prior year’s cash funds exempt amount to achieve the 5 percent.  This funding is supported from the fee revenue that reverts to the fund balance for 3-5 years following a fee increase.
	Line Item: Minerals – Program Costs
	FY07-08
	FY08-09
Base Request

	Prior Year Final Appropriation / Request
	$1,968,845
	$2,066,937

	Common Policy Adjustment/Option 8
	21,882
	71,029

	Change Request – Oil Shale/Uranium Team FTE / Deduction of one-time costs in FY08-09
	76,210
	(8,815)

	Long Bill Appropriation / Request
	$2,066,937
	$2,129,151

	Cash Funds / Severance Tax
	1,033,590
	1,047,693

	Cash Funds / Mining Fees
	930,000
	975,000*

	Cash Funds Exempt / Fund Balance
	103,347
	106,458

	
	
	

	Base Request
	$2,066,937
	$2,129,151


*  Fee amount adjusted in FY2008-09.
FY2008-09 Change Request/Decision Item #14:  An increase of $16,112 in leased space and multiuse-network funding is requested for a required relocation of the Durango field office to house 4 staff members (current space is being converted by the building owner).  See Executive Director’s budget documents.
(C) Minerals – Indirect Cost Assessment

All DRMS indirect cost lines finance the Executive Director’s Office (EDO) costs.  DRMS administrative/overhead costs are paid directly from the program funds; therefore a “state” indirect factor is not assessed for DRMS.  The Indirect amounts are calculated by EDO budget staff.
	Line Item: Minerals-Indirect Cost Assessment
	FY07-08
	FY08-09
Base Request

	Prior Year Final Appropriation / Request
	$121,212
	$126,522

	EDO Adjustment
	5,310
	(7,034)

	
	
	

	Long Bill Appropriation / Request
	$126,522
	$119,488

	Cash Funds / Severance Tax
	126,522
	119,488

	
	
	

	Base Request
	$126,522
	$119,488


(D) Mines Program – Colorado and Federal Mine Safety Program

The Colorado and Federal Mine Safety Program line supports 5 FTE and associated operating costs and is charged with providing site-specific mine health and safety training and education to Colorado miners, upon request from the mines, production and distribution of new, more effective safety training materials, and inspection of tourist mines and idle or abandoned mines.  The funding line also supports collection and maintenance of coal mine production records.  [The health and safety standards that apply to mining operations in the state are located in Title 34, Articles 20-25, C.R.S. (2007) and in Code of Federal Regulations, Title 30, Parts 1-199 (2007).]  The program receives annual federal funding from the U.S. Department of Labor, Mine Safety and Health Administration.
Base Appropriation Calculation: The base funding for this line is appropriated per the Common Policy/Option 8 calculation.  The personal services versus operating split for use in the Option 8 calculation is based on the personal services expenditure level from the second actual column (FY06-07) as a percent of the total costs for that line.
Financing – Cash Funds – Severance Tax and Fee Revenue: Per the letter notation in the Long Bill for this line, the fees have been set at $6,000 since FY03-04 to align with typical fee receipts to the program.  Severance tax fulfills the remainder of the cash funds appropriation.
Financing – Cash and Federal Funds: After the Option 8 calculation is applied to the previous year’s Long Bill amount to establish the state allowable spending authority for the Mine Safety Program line, a federal grant estimate is applied first to the Mines Program-Indirect Cost Assessment line; then the remainder is applied to the Colorado and Federal Mine Safety Program line.  Cash funds are used to finance the remainder of the state allowable spending authority on the Mine Safety Program line.  The financing calculation for FY08-09 is shown below:

	Colorado and Federal Mine Safety Program Financing Calculation
	TF
	CF
	FF

	Mines Program - Indirect - per EDO amounts August 2007-to be revised during Figuresetting
	23,398
	16,182
	7,216

	Mine Safety Program Line* Option 8 Results

*Financing adjustment is made on this line--see Adjusted Mine Safety Program line below.
	506,937
	311,335
	195,602

	Total Cost
	530,335
	327,517
	202,818

	 
	
	
	 

	Federal Grant Estimate
	 
	 
	203,175

	 
	
	
	 

	Financing Adjustment
	
	(357)
	357

	 
	
	
	 

	*Adjusted Mine Safety Program line funding split (Indirect not included here)
	506,937
	310,978
	195,959


	Line Item: Mines Program – Colorado and Federal Mine Safety Program
	FY07-08
	FY08-09
Base Request

	Prior Year Final Appropriation / Request
	$481,853
	$487,824

	Common Policy Adjustment/Option 8
	5,971
	19,113

	Financing Adjustment to Cash Funds
	7,430
	(357)

	Financing Adjustment to Federal Funds
	(7,430)
	357

	Long Bill Appropriation / Request
	$487,824
	$506,937

	Cash Funds / Severance Tax Revenue
	286,222
	304,978

	Cash Funds / Fee Revenue
	6,000
	6,000

	Federal Funds
	195,602
	195,959

	Base Request
	$487,824
	$506,937


(D) Mines Program – Blaster Certification Program

The Blaster Certification Program line supports 1 FTE, associated program costs, and an interagency agreement with the Colorado School of Mines for the use of the Edgar Mine Underground Training facility.  The purpose of the program is to conduct a testing program for certifying coal mine officials for specific positions, such as electricians, underground mine foreman and fireboss and to provide mine rescue and safety training to miners, as requested.  The program is funded from the same federal grant as the Coal Regulatory Program; therefore, the funding sources are 21 percent cash funds/severance tax (required state match) and 79 percent federal funds.
Base Appropriation Calculation: The base funding for this line is appropriated per the Common Policy/Option 8 calculation.  The personal services versus operating split for use in the Option 8 calculation is based on the personal services expenditure level from the second actual column (FY06-07) as a percent of the total costs for that line.

Financing – Cash and Federal Funds: See “Coal Land Reclamation-Program Costs” above for a description of the financing calculation that includes the spending authority for the Blasters Certification Program.

	Line Item: Mines Program – Blasters Certification Program
	FY07-08
	FY08-09
Base Request

	Prior Year Final Appropriation / Request
	$103,866
	$103,494

	Common Policy Adjustment/Option 8
	(372)
	3,373

	Long Bill Appropriation / Request
	$103,494
	$106,867

	Cash Funds / Severance Tax Revenue
	21,734
	22,442

	Federal Funds
	81,760
	84,425

	Base Request
	$103,494
	$106,867


(D) Mines Program – Indirect Cost Assessment

All DRMS indirect cost lines finance the Executive Director’s Office (EDO) costs.  DRMS administrative/overhead costs are paid directly from the program funds; therefore a “state” indirect factor is not assessed for DRMS.  The Indirect amounts are calculated by EDO budget staff and verified by division budget staff to compare the federal indirect amount to the projected personal services costs.

	Line Item: Mines Program-Indirect Cost Assessment
	FY07-08
	FY08-09
Base Request

	Prior Year Final Appropriation / Request
	$28,372
	$24,510

	EDO Adjustment
	(3,862)
	(1,112)

	
	
	

	Long Bill Appropriation / Request
	$24,510
	$23,398

	Cash Funds / Severance Tax
	16,881
	16,182

	Federal Funds
	7,629
	7,216

	Base Request
	$24,510
	$23,398


          SCHEDULES -- 62

