" LFB Summary Items for Which Issue Papers Have Been Prepared

. '_.'-_Unsp»emﬁed Fundmg Redﬂctxon and St_aff and Funding _.educ
_' Program and Segregateei Revenue Reesnmates (Paper #493)




_ Paper#490 _ 1997-99 Budget April 30, 1997

To: Joint Committee on Finance ' .

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE

Transfers of Staff and thdmg Under Standard Budget Adjustments (Hxstorxcai
Sackety) _

[LFB Summary: Page 336, #1]

'Comnty) In addxtmn thc Hxstam:al Socxety 1s approynased program revenue, _f:ol}ected from
admission fees and other sales at six state historic sites, for the operations of the historic sites.
The six historic sites that fees are. collected at include Madeline Island, Old World Wlsconsm,

: .Pen&arvzs, Stoneﬁeld Vxllage, Vﬁ}a Louxs and GId Waée House The Secmty also has separate

~GPR appropriations for the general program operauons of tha D;v:smn of Hlstcnc Sztes fuel and
: __utﬂmes and debt servxce ' . NS

Admxmstratlve Semws Annual base fundmg for aetxv:ues related to local’ hxstory,
school. services and . graphxcs is compnsed of the foﬂowmg (a) $291 300 GPR and 5 0 GPR
positions; and (b) $47,300 PR and 1.0 PR position.

GOVERNOR
Histcr:c Sxtes Transfer $13 200 GPR and 0.25 GPR posmon annua}ly from Pendarvis

. énd F;rs* Cap:tol to the Olé Wade House h:;stenc me as part ef the Gzovem{}r § rﬁcommaﬁdatzons
related to standard budget adjusunents ' :
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Admxmstratwe Services. 'I‘ransfer the following. amounts from the executive and
admxmstxatwc services program to the archives, research and library services program: (a)
$291,800 GPR and 5.0 GPR positions annually; and (b) $47,300 PR and 1.0 PR position
annually. Provide $12,600 PR annually for the archives; research and library services program.
These modifications have been mcluded as pari of the Governor’s recommendations related to
standard budget adjustments.” B

DISCUSSION POINTS

1. Under current law, two separate appropriations exist for the GPR base funding and
positions provided for the operations of Pendarvis and First Capitol, and the Old Wade House
historic sites. Four separate appropriations exist for the GPR and PR funding and positions that
would be affected by the Governor’s recommendations related to the transfer of administrative
~_services functions. Similar to all state agencies, the Historical Society does not. have the statutory

“authority to transfer GPR resources betiveén these separate appropriations for historic sites or to
transfer GPR and PR funding and positions between separate programs without first receiving
legislative approval.

2. _The Associate Director of the Historical Society has indicated that the reallocation.

 of GPR resources ‘between the historic sites would complete a transfﬁr of: Somety ;3ersonncl that_ SR |

has already occurred. The second reallocation involving GPR and PR resources occurred on’
~ March 17, 1996, on a temporary basis. It would have been more appropriate for the Society to

. have. subrmtted a request to JFC under 5.-13.10 for approval of these’ reallocanons, even though

: they are charactenzed as temporary at th1s txme ‘This would have prowded a measure of
. legislative oversi ight for the use of these positions and func}mg for other thaxl the specxfic purpose
 for which they were prov;ded by the Leglsiature o

_ 3. _ The Soc1ety expects to snb:mt a request fora pennanent transfer of these functions
_and the craatmn of a new -division to the Governor and DOA in May, 1997. The new chwsmn
. would mclude the following current functions; state’ hxstonan e&xtonal school’ servxces, “Jocal
history and graphics. One of the reasons for this transfer of activities is to allow the Soc;ety s
.current administrator of the Division of Develepment and State Relanoas to spend more time on
. ﬁmdmralsmg activities. The proposed transfers of GPR and PR résources and the increase in PR
expenditure authority would make permanent tl:us tempcrary deczs;on to transfer responsxbﬂmes
among programs.

4. The standard budget adjustment for minor program transfers within the same
appropriation should not have been used to transfer GPR resources between the historic sites or
~to_transfer GPR and PR resources between two separate programs. This approach generally
.pzecludes review ‘of these transfers, since standard hudget adjustzmnts are intended as a set of
funding changes that are routine in nature and without pohcy m’xphcatxons The budget mi} should
treat the transfer of resources as separate decision items.
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5. The substance of these funding and position changes appear reasonable, but the
procedures used in the current biennium and in the budget bill limit the level of legislative

oversight and review that would ordinarily apply.

=

MODIFICATION TO BIL

Modify the Governor’s recommendations so that they would be properly shown separately
from standard budget adjustments.
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Paper #491 1997-99 Budget o ~ April 30, 1997

To:. Joint Committee on Finance

Emm Bob Lang, Dzrccter
Legislative. ﬁscai Bureau

ISSUE
Northern Great Lakes Center (Plfsiériéal S'f_)é'iety') -

[LFB Summary: Page 336, #2]

CURRENT LAW

o The Hlstoncal Soczety does nc;t have base fundmg allocateci for the Northem Great Lakes '
_ _Cemer, l@cated in. Bayﬁelci County In 1991 Act 39 (1991-93 biennial budget) $325 {}06 SEG,
from the water resources. account of the ccnservatmn fund, was provzded for state piaﬁmng funds
for the Center. The Governor’s veto message of Act 39 instructed the DOA Secretary to ensure

R The Northem Great Lakes Re gmnal stﬂor Canter was enumerated in }995 Act 60 at $7 0
. -}:Iulhon ($3 5 Imlhon in’ gezneral fund supported bondmg and $3.5 mxlhan in fﬁdcral funds) Act
60.also requu‘ed the Bmlémg Comnnsswn to include speczfic recommendatmns and pnormes for
an additional $1.2 million (5600 000 in general fund supported bﬁndmg and SG(}O 000 in federal
funds) for the Center in its report for the 1997~99 ‘building program ’I‘he Department of
: __;Adnnmstranon has. indicated that the intent is to cost-share the constmctmn of the project on 2
50%-50%: basis . w1th the U S. Ferest Serv;ce The facﬂny lS scheduleci to be cpancd in
December, 1997.

GOVERNOR

T Pmdee $34 190 GPR and 0 5 GPR posmon in 199’7~98 and $59 860 GPR and 1.0 GPR
“osmon in 1998-99 as staff for H;v-tcmcai Society rclatad functwns at thc Cenier DOA staff

. indicate that the Historical Soczcty wouid be. mspe:mszbie fcr detanmnmg how o ut;hze these
funds.
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- DISCUSSION POINTS

I On January 18, 1996, the Building Commission voted 6-2 to approve the release
of the $3.5 million in general fund supported bonding for-the design and bid of the Center.
DOA, as part of their request to have the funds released, indicated that the Center would be
shared by federal agencies, such as the U.S. Forest Service and National Park Service, and state
agencies, such as the State Historical Society and the Depar{ment of Natural Resources (DNR).
DOA indicated that space would also be provzded for pnvate sector tourism interests, represented
by the Apostle Islands Country Visitors Bureau.

2. In January, 1996 DNR indicated that as part of DNR’s rcorgamzaﬁen plan about
six staff and related base funding, with a potential for as many as 15 staff, could be relocated to
the Center. At this time, DNR will not be relocating staff at the Center because the facility was
not designed and constructed to accommodate DNR staff. Currently, the Historical Society is
the only state agency that has plans to locate staff at the Center As mdxcated the Socmty does
not have base funding allocated for the Center.

3. Currently, the following organizations “are expected to have a presence at the
Center: (a) U.S. Forest Service; (b) National Park Service; (c) the State Historical Society; and
_(d) the Apostle Isiands Conntry Vlsztors Bureau _

.4. At thc Commtttee s. agency bnefing on March 19 1997 the Dzrector of the R

_ Hlstoncai Socwty stated that the Govcmor s recommenéatmns a:e not adequate to accomplish
the purposes. mtended In a&dmon the. Dlrectcr mdmated that the Sc;cxety s share ‘of Jomt
- oyeratmg costs wculd mcrcase, because DNR woulci not have a presence at the Ccnter e

5. As part of the agency s 1997-99 budget request to the Governor, the Historical
Society requested $68,100 GPR and 1.0.GPR position in 1997-98 and $165,500 GPR and 3.0
GPR posmons in 1998~99 for the Socxety s operating ‘costs of ‘the Center. Based on the

4 Dxrector 's. comments to the Cemrmttee relate&i to. increased operatmg ‘costs’ and’ an epenmg ‘date

of I December, 1997 the revised agency request’ wouki be $68,100 GPR and 1.0 GPR pasmon in
1997-98 and $176,400 GPR and 3.0 GPR posatzons in 19_98~ 9;fcr the Soc:ety s portion of the
building to be openeti for 60 hom‘s a weeic ‘The Socxety has. mdzcated that it would estahhsh a
regional history center in the new facﬂxty which would become part of the Soclety sarea research
network. The classified positions would be a director, arch;v:st and grogram a.smstant '

6. On March 18, 1997, the Society submlttcd a letter to the Cexrmttee which
included two alternatives to the Society’s original budget request and stated that either of these
alternatives would result in a lower level of service at the Center. The first alternative would
. provide $78,500 GPR in 1997-98 and $149,200 GPR in 1998-99 and 2.0 GPR pasmons annually

for 40 hours of service mstead of 60 hours, a 33% reducnon n addztzon this altemanve would
. provide less hzstory related progrannmng “and reduced ouircach and technical assistance. The
second alternative would provide $65,500 GPR and 0.5 GPR position in 1997-98 and’ $123 160
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GPR and 1.0 GPR position in 1998-99 for 20 hours of service instead of 60 hours, a 67%
reduction. This second alternative would resuit in rmmmai pubhc ngrammmg at the Center and
few services outside of the Center.

7. The U.S. Forest Sewice has been the lead agency for the development and
operation of the Center. The federal government, through the U.S. Forest Service, will hold title
to the Center. Since, the federal government was the primary agent responsible for the final
design and construction of the Center, it could be argued that any increased operating costs that
have resulted from fewer participating agencies should be paid for with federal funds. It could
also be argued that, if the Society is provided additional GPR funding, no funds should be
provided for building aperatmg costs not dzrectiy attnbntabie o ihe Historical Society.

8. Although no statutory language exists that requires the Legislature to provide
operational funding to the Historical Society, the Governor and the Legislature have supported
the development and construction of the Northern Great Lakes Center. A portion of the Center
has been specifically designed and constructed for archival use and storage.

ALTERNATIVES TO BILL

L Approve the Govemor s recommendaﬁon to provxde $34,100 GPR and 05 GPR__ .

position in 199’7 98 and $59,800 GPR and 1.0 GPR posmon in 1998-99 as staff for H;stoncal
Society related functions at the Center. i

2. Modify the Govemer’s recommendation by providing $34,000 GPR and 0.5 GPR
position in 1997-98 and $116,600 GPR and 2.0 GPR positions in 1998-99. These amounts reflect
the Society’s initial request for staff, but have been modified to reflect increased operating costs
and an opening date of Decembez, 1997

Aitamatwe 2 : G GPR

1997-99 Funmne {Change to Bat!) $150,600
199895 POSITIONS (Change 1o Bill, . 200

3. Modify the Governor’s recommendation by providing $10,200 GPR and 0.5 GPR
position in 1997-98 and $76,000 GPR and 2.0 GPR positions in 1998-99. These amounts reflect
the Society’s initial request for staff, but have been modified to reflect an opening date of
December, 1997, and funding for the operating costs directly attributable to the Historical
Society.
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1997-99 FUNDING (Change to Bill $86,200
1998-99 POSITIONS (Change to Bill) 2.00
4. . Maintain current law.
Alternative 4 GPR
1967-09 FUNDING {Change to Bil) 7 L§93:900
' 1998-99 POSITIONS (Change to Bil) S106 ]
Prepared by: Bob Soldner MO#
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Paper #492 _ 1997-99 Budget April 30, 1997

To: Joint Committee on Finance -

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE .
Unspecxfied Fundmg Rednctwn and Staff and Fundmg Reductmn (H‘.lstoncal Socxety)

[LFB Snmmary Page 337 #7 and #8]

-3 | CURRENT LAW

The Hlstoncai Soczety has an annual adjusted base of 515 851 100 and 177 {} posmons
which is comprised of the following: (a) $10,449,500. GPR and 145.35 GPR positions, which
. i8.65.9% of base funding;.(b) $4, 002,700 PR and 22.55 PR posmons, which is 25.2% of base

. funding; (c) $943,400 FED and 5.85 FED positions, wlnch i$ 6.0% of base. fundmg, and (d)
- $455,500 SEG and- 3. 25 SEG pasztmns which is 2. 9% of base fundmg o

| -.:.'-’GOVERNOR

Reduce fundmg for general pmgram operauons relatmg to exccunvc and admlmstratzve
services by $101,200 GPR annually. The bill would require the Historical Society to submit a
report to the Governor and the Joint Committee on Finance by October 1, 1997, concerning its
preference for allocating these reductions among its sum certain GPR. appropriations..

Delete $87,200 GPR and 1.5 GPR positions annually, including 0.5 position for a half-
time bibliographic instructor and 1 0 position in the conservation lab. The executive budget
. documents show this funding being deleted entirely from supplies and services, rather than from
. salaries and fringe beneﬁts as well. In addition, the fuadmg would be de:leted from executwe

oo and: adlmmstranve services, instead. of arclnvas, rcseaxch and: hbrasy services.

- .~ When cambmed_,. the ;Secm_ty s base GER _apgxft_}pﬁauons__ (_ie_ss d_cf:}:;_t____ sgrvxa’_:é)'_w_bi;}d be
reduced by $188,400 annually, which reflects a 2% annual reduction. '
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L recomend the reductmn of $53, 200 (}PR and 0 85 GPR position: anmlally, mcludmg_'

“DISCUSSION POINTS

1. On March 11, 1997, the DOA Secretary subrmitted a letter to the Joint Committee
on Finance (JFC) requesting that the unspecified funding reduction be increased by $34,000 GPR
annually. This modification would result in a total unspecified cut of $135,200 GPR annually.
In addition, DOA requested that the staff and funding feduction included in the bill be decreased
by the same amount, so that the Society’s budget would continue to be reduced by $188,400 GPR
annually. DOA also requested the restoration of.a 0.65 GPR classified position in each year to
reflect the intent to delete a 0.85 position, rather than the 1.5 positions included in the Bill.

2. As part of the 1997-99 biennial budget process, DOA required agencies to submit
a 3.5% annual GPR reduction plan. On October 25, 1996, the Board of Curators approved
several specific program eliminations or reductions which totaled $329,600 GPR and 5.85 GPR
positions annually. Some of the programs. that were recomrnended for elimination included the
Black Historical Society grant, the Burial Sites program and the Underwater Archeology program.
- The Board of Curators did not mc}ude ‘any ‘general program admzmstratmn reductions as part of
the GPR reduction plan. Under the bill, the Comumittee ' would bé able to consider
recommendations from the Society before deczdmg on the alkacaucn of these funding: reductions.

3. . Aspartofa separate, but related. funding reduction,.the Governor intended o

‘and 0.5 posmon fer a hbrary bibhographxc mstmctxon pcsmon and $E4 290 and 0 35 ;)osmon for S

o __an archxves papcr conservauon iab posmon

4 On Aprzi 24 on a sxmzlar provxsxon relaung to the Arts’ Board the Comxmttee
voted to require that the Board’s s report onthe proposcd aiiocauon of its fundmg reduction be
subject to the approval of JFC: under 4 14-day passive review pracess ‘To'be consistent; the bill
could be modified to include a 14-day passive review by the Committee of the unspecified
funding reduction report that the bill would require the Society to subm:tt on October 1, 1997.
The modification would permit the recommended GPR reductions to be’ 1mp}emented ifIFC
approves the report or does not. schedule a mee&ng to revxew the report w1th1n 14 workmg days
- after rez:elpt ofthe report A : S

ALTERNATIVES TO BILL
oL Appmve the Gevemor s recammendaﬁoﬂs

' ' Modify the Governor’s recammendanons as’ requested ’by DOA by restonng
- $34,0 ‘and 0.65 GPR position aﬁnually and deleting an offsetting amount of GPR funding
by increasing the unspecified funding reductions listed in the bill by $34, 000 GPR: S};ecxfy that
the Historical Society could identify a prcposed allocation of the unspemﬁed funding reductions
subject to JFC approval tmder a 14-&351 passwe rewew process Adjust the speczfiad reducaons

s
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to accurately reflect the Governor’s recommendations; which would involve deleting salary and
fringe benefit funding and restoring supplies and services funding to properly reflect the deletion

of these positions.

Alternative 2

1957-99 FUNDING (Change 1o Bill)
1998-98 POSITIONS (Change to Bill)

GPR

$0
0.65

Prepared by: Bob Soldner
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Senator Wineke

HISTORICAL SOCIETY

Restore Staff and Funding Reduction

Motion:
Move to provide $87,200 GPR and 1.5 GPR positions annually to restore the Governor’s

recommendation to delete these resources.

Note:
SB 77 would delete §87,200 GPR- and 1.5 GPR pcsmons annualiy as part of the 2%

S réductxon of the Society’s base GPR budget.-

[Change to Bill: $174,400 GPR and 1.5 GPR positions]
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Paper #493 1997-99 Budget ~ April 30, 1997

To: . Joint Committee on Finance

. From: Bob Lang, Director
Legisiatxve Flscai Bureau

ISSUE
Program and Segregated Revemze Re&st!mates (Historical Soclety) o

{LFB Summary Page 338 #9]

e CURRENT LAW

The sttoncal Socxety is appropnated program revenue, collected from adnnss;on fees and
other sales at six state historic sites, for the operations of the historic sites. The six: historic sites
for whxch fees are collected include Madeline Island, Pendarvis, Stonefield Viliage Villa Louis,
Old Wade House and Old World Wisconsin. The Society also has site-specific GPR
. appropriations, a separate GPR appropnzmon for fuel and utilities .at the historic sites and a
. separate GPR appropnauon for the general program operauoxis of the D:vxsxon of Historic Sites.

. In addztxon, a separate GPR appropna&on exzsts for pnr;clpai repayment and mterest costs related

_ to the historic sites..

| __GOVERNO-R

Provxde $338 000 PR ané $49 4()9 SEG annualiy to reﬂect mczeased revenue from
admlssmns and saies at hzstonc sites ($215 OGO PR) and the Museum ($}23 000 PR) and revenue
 from the historical society trust fund ($49,400 SEG). In add;uon reesumaw ﬁmdmg from gifts
and grants to the Museum by $7,600 PR annually.

The Socm:ty has $I 493 900 PR annuaily m ad;usted base expcndxture authority for the

opéréuon and mamtenance of the historic sites. SB 77 would provzde a total of $1,629,100 PR
.y annuaﬁj,, whach is an increase of $135, (3(} m each year or 9 1% cver the adjusted PR base
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DISCUSSION POINTS

1. The following table lists the historic sites GPR, PR and SEG expenditures during
1995-96. These funding sources represent the major sources of funding related to the operations
of the historic sites. Madeline Island is supported by SEG revenues through a restricted
endowment fund. The First Capitol site opened to the public in June, 1996.

1995-96 Operatlons Expendltures by Fund Source
~ Historic Sites Program

Expenditure Item GPR PR SEG Total

Historic Sites:
Madeline Island _ $6,400 $80,600 $1 13, 600 $200,600
Pendarvis and First Capitol 141,300 88400~ o 229,700
Stonefield Village 161,000 74,000 0 235,000
Villa Louis 127,300 147,700 O 275,000
0ld Wade House 187,300 190,000 0 377,300
Old World Wisconsin 587,300 993,500 0 1, 580 800

Fuel and Utilities’ Ce8000 o D e '

General Program Operatlons 321800 0 e

Total L $1,600,400.  $1,574, 00 $Il3600.f_. N $3 288 200

Percent of Toal 487% . 479% 34%___’_" - 1000%

2. In addition t6 the amounts in the table, the Socwty cxpended $676,200 GPR in
’ - 1995-96 for pnnmpai rcpaymcnt and mterest costs related 1o the: historic sites. ’I‘herefore a total

* of $3,964,400 in 1995-96 was expended for the operauon, mamtenance and debt service' relatcd
to the historic sites, compnsed of the following: (a) $2,276, 600 - GPR 5? 4% of tcta} (b)
$1,574,200 PR, 39.7% of total; and (c) $113,600 SEG 2. 9% of total

3. On October 25, 1996, the Board of Curaters appmved mcreases to the h15tom: sites
admission fees. This fee package is intended to support several grograrrunanc increases related
 tothe cperaﬁons of the sites, whxch mclude (a) LTE wages due to increased compeutmn for
; employees and mcrcases in the xmnnnum wage, (b) a‘ammg costs for retentlon of Iead workers,
and {¢) materials and services.

) 4. Based on several discussions with program staff, the Society currently requests an
. increase in PR expendlture authcmy of $412; 200 in 1997-98 and $434,300 in 1998-99 for the
‘operation and maintenance of the historic sites. " This would result in a total of $2 041 300 PR
in 1997-98 and $2,063,400 PR in 1998-99 being provxded for the historic sites, or an increase

of approximately 26% over the SB 77 recommended PR levels. ‘
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5. It is estimated that the Society will expend approximately $1,730,000 PR in 1996-
97 related to the historic sites. This amount is $236,100, or 15.8%, above the 1996-97 adjusted
base of $1,493,900 PR for the historic sites. The Historical Society will need to receive approval
for these additional expenditures under s. 16.515 of the statutes.

6. If the Committee wanted to provide an increase to the historic sites program
operating budget and reduce the program’s reliance on GPR funding, the Committee could
‘provide additional PR expenditure authority with a modest, partially offsetting reduction in the
GPR funding. Under this alternative, the Committee could provide $227,900 in 1997-98 and
$410,900 in 1998-99, compnsed of the feliowmg (a) $377,900 PR in 1997-98 and $560,900 PR
in 1998*99 for the operation and maintenance of ‘the’ historic sites: and'(b) -$150:000 GPR
annually to be reduced evenly from supplies and services to the general program operations and
Old World Wisconsin. Based on projected revenues from admission fees, there should be
sufficient monies available to support this level of expenditure. This alternative would provide
5% annual increases in the amount of funding for the historic sxtes program. The following table
shows this alternative level of programmatic suppbrt, by fund source, and the total percentagc
increase over the prior year.

' Esnmated 1997-99 Operating Budget |

H:smrac Sltes Ptogram
. : . . . o Bstimated oo s s A-Izam_gti-ve 1997-99:Budget. .- ... e
Fund Source 1996-97 % of Total  1997-98 o 199899  Biennjum - % of Total
GPR : : . e
Historic Sites 51,247,700 $1,207,500 $1,207,500 -$2.415,000
Fuel & Utilities ..69,100 L 93,500 93,500 . 187,000
General Operations 328,200 : : 242,400 242400 _ 484800
Subtotal -- GPR $1,645,000 47.2% $1,543,400 $1,543,400 $3,086,800 41.1%
PR $1,730,000 = 496% $2 007 000 82,190,000 $4,197,000 55.9%
SEG 112,000 B32% 1 12 000 112,000 224,600 3.0%
Total $3487,000 1000%  $3,662 4003:  $3845400 $7507800 1000%
Increase Over
Prior Year: T P
Amount $198800 . - - $175,400. $183,000 $358.400
Percent 6.0% 5:0% 5.0%
7. Under the alternative to increase PR fun&iﬁg, the partially offsetting reduction in

GPR would result in a shift in the'ove_iall sources of funding to the Society. As noted in the
table, GPR would represent 47.2% of the estimated operating budget in 1996-97, which would
decline to 41.1% in the 1997-99 biennium under the alternative. One could argue that the
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_additional PR funding should be provided to the Society to allow them to expend projected fee
revenues, without reducing the level of GPR support. .

ALTERNATIVES TO BILL
| S Appmve the' Govemor’s rccdzinhendation. )

2. Mochfy the Gnvemor s recommendanons by pmvzdmg $412 209 n 199’7 98 and
--$434,300 in 1998-99 for the ©operation and maintenance. of the historic sites. Ti‘us aitematzve
.- would prowde $2,041,300 in 1997-98 and $2,063,400 in 1998- 99 for the h:stonc sites, or an
increase of approximately 26% over the SB 77 recommended program revenue 1evels

“Alternative 2 i ' S PR
i 3-1997-'99?;;&61#«:6 (Change to Bill) 8846,500 |

@ Modify the Govemnor’s recommendations, by providing $227,900 in 1997-98 and
$410,900 in 1998-99, compnsed of the foﬁowmg (a) $377,900 PR in 1997-98 and $560,900 PR

. in 1998-99 for the operation and maintenance of the historic sites; and (b) ~$150,000 GPR___ o
annually to be reduced evenly from supplies and services to the general program operations and © -

Old World Wisconsin. This.alternative would prevxde $2 907 000 PR in 1997-98 and $2 190,000
PR in 1998-99 for the historic sites. . L G frpd e

Aternative3 . o o GPR .. PR TOTAL .
| 1997-99 FUNDING (Change toB{E} -$300,000  $938,800 $638,800 | -
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Paper #494 1997-99 Budget April 30, 1997

To: Joint Comnmittee on Finance

From: Bob Lang, Director
Legislative Fiscal Burean

ISSUE

Minor Policy and Technica}"Chang'es--(Iﬁstorical Society)

A.  STANDARD BUDGET ADJUSTMENTS
[LFB Summary: Page 336, #1] =
Gevernof | |

Selete $75, 600 GPR and 2.0 GPR pos;tzons in 1998~99 for the removal of noncontinuing
itemns ass th-the pilot electronic records program.

Modification

Delete an additional $5,700 GPR in 1998-99 to remove thé remaining funds available for
the pilot electronic records program.

Explanatmn The pilot electronic records program was creaied in 1993 Act 257 with
" a sunset-date of June 30, 1998 ‘Under current law; the appmpnatzon will be repea}ed on
Julv 1, 1998 whlch 15 the begmmng of the 1998~99 state ﬁscal year i

Modification " GPR
1997-99 FUNDING (Change to Bill) - $5,700

- Historical Society {(Paper #494) - . Page 1




"B, STANDARD BUDGET ADJUSTMENTS
[LFB Summary: Page 336, #1]
Governor

Delete $73,500 GPR in 1998-99 for the removal of noncontinuing items associated with
a four-year archives appraisal project. . .

0 GPR in 1998-99 to restore the funds for the appraisal yreject.

Explanation: The 1995-97 budget created the archives appraisal project. As part of this
initiative, 4.0 GPR four:year project. positions were created from January 1, 1996, through
December 31, 1999. Historical Society staff did not properly account for these project
positions and listed the termination date as December 31, 1998. ‘Based on this error, the
Society requested the removal of $73,500 GPR .in 1998~99 as.a standard budget
adjustment and DOA included this request as part of the bill. This modification would
restore the funds as provided by the Legislature in 1995 Act 27,

| Modification ' S gpn

1997-89 FUNDING (Change to Bill) $73500 |

C. STANDARD BUDGET ADJUSTMENTS
. [LFB Summary: Page 336, #1]
Governor

.' Adgust the execunva ané admuustratzve servzccs program s base budgat as foHows (a)
-$200 GPR and -1.0 GPR position annually for. removal of noncontinuing items; and (b) -$7,200
GPR and 1.25 GP mons a;muaily for fuil fundmg of ccmtmumg salaries and fringe benefits.

(://;;‘“ odification ~ /
T Adjust the Governor’s recommendatzon related to the execunve and administrative
services program, in each year, as follows: (a) -$18,900 GPR and -0.25 GPR position; (b)

$18,900 PR and 0.25 PR position; and (c) convert 1.0 GPR classified posxt;on to unclassified.

Explanation: Historical Society staff indicate that the modifications under (a} and {(b)
were inadvertently omitted from the agency budget submission. When combined with the

« " Page 2 . Hiistorical Society (Paper #494)




Governor's recommendations, these changes:would adjust basé funding and positions
within the executive and administrative services program as recommended by the agency.
The position conversion would align the budget documents position totals with the statutes
and with current practice at the Society.

Modification GPR PR TOTAL
 1997-99 FUNDING (Change ©BIl)  -$37.800 < $37.800 R R
1998-99 POSITIONS (Changeto Bil) ~ -025 025 . 000

0 | '{}TILITIES REESTIMATE
[LFB Summary Page 337 #6}
G—overncr

-'Reesumata the cost of fuel and tmlmes by -$I7 600 GPR in’ 199%98 and -$12 600 GPR
in 1998-99 i e _

Modxficatlon :

Adjust the Govemor s recomendatzon by $33 3(}0 GPR in 1997-98 and $28,300 GPR
in 1998-99. Asa resu}t the Soczety ] uuhtxes budget wo*ald ba reestimated by $15,700 GPR
annually.

Explanation: The amounts in the bill do not properly take into account new storage

space and. other improvements that are being completed in the 1995-97 biennium at

several historic sites that will increase fuel and utilities costs. The reest;mates are based .
' 0n pm}ectxons af actaa} 199&9’7’ fnel and unhues costs :

“1887:98 mmzue ichange o Bm) $61,600 -

“Historical Society (Paper #494) . Page3




E. INTERNAL SERVICES CKARGES
'LFB Summary: Pagc 338 #11}

Governor

Previdé $27,500 PR annually to properly account for _r_evcnueé z.iz.l._c'_i':e_::{panciimres between
programs. Currently, the Society reflects these intra-agency charges as ref__iznds of expenditures.

‘Modification

Provide $161,100 PR-S annually to reestimate the level of other agency and intra-agency
charges. Include intra-agency charges as an allowable expenditure under the administrative PR-S

continning appropriation. In addition, adjust the Governor's recomenéed cxpencilture line
authority to reflect the Society’s reestimates.

Explanation: Under current law, only expenditures related to other state agencies are
allowed under the Historical Society’s PR-S appropriation.. This modification would allow
both intra-agency and other agency related expenditures. The expenditure line authority. -

.adjustments would aI_ign base amounts thh current and estlmated expendttures éurmg the :
1997-99 biennium.’ : .

| Modification - .0 FTE
1997.99 FUNDING (Change fo Bil)  ~ ~'$322,200 | = =
Prepared by: Bob Soldner MO#, A i S
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Representative Coggs

HISTORICAL SOCIETY

Black Historical Society Grant

Motion:

Move to provide $28,900 GPR annually as a grant to the Black Historical Society.

Note:

i Under current law, the State Historical Society provides $31,100 GPR annually to the Black
. Historical Society. This motion would provide a total of $60,000 GPR annually as a grant."

[Change to Bill: $57,800 GPR]

worsd 5
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Representative Linton

HISTORICAL SOCIETY

Restore Staff Reduction

Motion:

Move to provide 1.5 GPR positions annually, including 0.5 position for a half-time
bibliographic instructor and 1.0 position in the conservation lab.

Note:

SB 77 would delete $87,200 GPR .and 1.5 GPR pesmons annually. This motion would _
restore the position- authonty, but ot the fundmg arnount. - The: Soczcty cou}d request aline o
transfer through DOA to fund the salary and fringe beniefits associated with these positions durmg
the 1997-99 biennium. As part of standard budget adjustments for the 1999-2001 biennium, the
Society would have the full salary and fringe benefits of these positions restored.

[Change to Biil: 1.5 GPR positions]
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T CURRENT LAW

Paper #947 1997-99 Budget e April 30, 1997

il }mnt Cﬁnmntt&e o1 Fmance

| me BOb Lang, Dlrectcr |
Legislative Fiscal Bureau:

_ISSUE

. Contracts for Youth Apprenticeship Instruction (WTCS)

[LFB Summary: Page 659, #8] ..

As part of the state’s educational standards, school districts are required to provide access

-;. to an education fm' cmployment pregram appreved by the State Supemtendent Beginning in

the 1997 98 school ‘year, the program must incorporate youth apprenaceshxp programs or other

_]ob training and. work -experience, and. znstructlon in skills reiatmg to. employment

Techmcal Coliege dlstnct boards are penmtted to enter mto contracts to prowde

educatzonal services to. pubhc and pnvate educanenai mstltunons federal and statc agencxes Jocal
© governmental: ‘bodies, mdustrzes and busmesses

. GOVERNOR

Prevzde that zf a- WTCS dxstnct board ccntraczs w1th a schoa} board to provzde youth

_. ay?renuceshlp instruction te pupils enroﬁed in the school district, the élsmct ‘board “nay not

charge the school district an amount greater than the school district’s average mstmctzonai cost
per pupil, as determined by the State Superintendent, for each pupil receiving the instruction.

This provision would first apply to contracts entered into, modified or fenewed on the effective
. date of the bill. :

" Wisconsin Technical 'Co!.iege System (Paper #047) Page 1




DISCUSSION POINTS

1. The youth apprenticeship program provides high school juniors and seniors with
the option of enrolling in a two-year program combining academic coursework with on-the-job
training in specific occupational areas. Pupils who complete the program receive an occupational
proficiency or skills certificate in addition to.their high school diploma. As of the fall of 1996,
1,050 pupils were enrolled in youth apprenuceshxp programs in a total of 14 occupational areas.

2. In 1996-97, 12 WTCS dlSt!‘lCiS pmwde instruction to 315 of the youth apprentices
in the state. Other youth apprentices receive the classroom com;}oncnt of their apprenticeship
at their high schools, at other high schools in the district or at the business where they receive
on-the-job training. The WTCS districts providing instruction for youth apprentices do so under
contract, generally between the WTCS district and the school board of the district of enrollment.
However, one WTCS district contracts with the local Chamber of Commerce and -another
contracts with the cooperative educational service agency, which in ‘turn, charge the school
district. The bill provision would not apply to these WTCS contracts with other’ enﬂtles

3. Pupils participating in youth apprentxceshxp programs aré counteci in , the school
district’s membership for state aid purposes. WTCS districts which provide classroom instruction
_._to youth apprentices do not receive any state funds for this purpose and the youth apprentice

- FTE$ are not consxdered under the formula used to cixstrlbute: state general auis to WTCS dxsmcts '_ T

4. In most cases, “separate’ WTCS' courses are- developed speczfically fox youth
o :apprentxcesmlm programs and enrollment ‘in these courses ‘generally consists- only of youth
" apprentices. Because these courses enroll a small number ‘of ‘students, the per’ ‘pupil cost of
providing such instruction can be quite high, since fixed costs, such as the salary and fringe
_benefits for the instructor, equipment and classroom space, must be distributed over a small
“number of st:udents At least two WTCS districts have been: able to’ enroli some youth
apprennces in"existing courses which has Iowered the cost of thc mstmctmn ' -

5. The portion of a WTCS district’s costs recovered under the conixacts vanes Same
districts, such as those which charge an amount based on tuition and fees, submdxze the costs of -
“the instruction with local and/or federal funds. Districts wiuch charge an amount equal to direct
instructional costs plus a portzon of indirect expenses usualiy recover the Iargest percentage of
costs. However, the pertm of indirect costs chazge:d to school districts varies from 7.5% to 26%
”of thc total contract amcunt Whﬂe mdzrect costs repmsent an average of 67% of d:;rect mstmctzon
6. Staff fromthe Department of Admuustrauon indicate that this provxsxon is mtended

to provide greater uniformity in the costs of the contracts across school districts: In addmon, staff
from the Department of Workforce Development indicate that some school districts have found
the cost of the contracts prohibitively high and are reluctant to spend more on pupils in youth
apprenticeship programs than on pupils in regular academic programs. For this reason, it is °
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'_'argued “enrollments in WTCS courses is low. However, WTCS Board staff indicate that one of
* the factors conmbunng to the reianveiy high per pupﬁ cost 1s ti]e small number of pupﬂs enroBed
in the courses

) :7.' - The following concerns have been raised regar&mg the use cf a schoel districts
_ average znstmstxonal coszs asthe basxs for detemnnmg cﬂntract amo*&nts fGI‘ youth apprenncasth
mstmctzon : :

_ . A school district’s instructional costs have no relationship to the costs mcurreci by
a W’I‘CS dlstrict to ‘provide the instruction. For example many’ of the youth apprenticeship
~ programs - consist of technical training which “involves the “tise’ of expensive' equipthent;
expenditures associated with providing and maintaining such equipment would not be-included
in a school district’-s costs.

| e 'I‘hc proposed language does not take into consideration variances in the cost of
:nstrucuon for (hfferent youth apprentxcesth occnpauozzal areas Lo L

e School district instriictional costs are based on an acadermc year,’ whereas WTCS
) courses mciudmg tihose taken by youth apprentzces, are offered cn 2 semester basxs

o While youth ayprenuces must be in grades Ii or 12 mstrucnonal cast"daxa
~encompasses all grade levels. Since it is generally assumed that the cost of educating an
' elementary sch001 student i is lower than the cost of cducatmg a hzgh school student; the average
mstrucnenal cost for K~12 grades would be iower than fcr }:ngh school grades an:ne :

N 8 ““The term "average mstrustzorza} cost" is not defmed in the bill. One option wouid

be to use the definition relating to interdistrict payments ‘approved by the Joint Legxsiatlve
Council Special Committee on Public School Open Enrollment for its draft legislation. Under this
alternative, average cost would be defined as the statewide average per pupil school dxstnc& cost
o as deterrmned annually by the Department ‘of Public Instruct:zon for: regular instruction, co-
' curricular activities, instructional support services and- pup;l suppert services for the prior school
year. In 1995-96, it is estimated that for all of these cost eategones wgether, the statewide
average was $4,203.

9. The proposal would need to be clarified as to whether "pupil” means a headcount
or a full-time equivalent count of students. The number of youth. apprentices currently enrolled
in an individual WTCS course varies from two to 42 and the estimated number of FTE youth
apprentices enrolled in an individual course varies from 0.24 to 8.0. WTCS defines 1.0 FTE as
-~ a student enrolied for at least 15 credits per semester; or 30 credits per year.  Since most youth
apprentices attend WTCS courses for only a few hours per week, they do not represent large
numbers of FTEs. For sxampie ‘while 10 youth apprentices are snmlieé in courses a!: Biackhawk
Technical College, these students equal only 1.2 FTE student. L
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R youth apprentzcesh;ps

S 10.. . The effect of the proposal would vary depending on. whether a headcount or FTE
.. approach would be taken.. While current contract amounts range : from $178 to $6,150 ba.sed on
headcounts, these amounts range from $913 to $22, 969 when calculated on a FIE basm As an
example, 14 youth apprentices are enrolled in an auto technician course at Fox Valley Technical
. College. . The total amount charged to.the school district, which is based on direct cost of
~instruction plus.7.5% for indirect costs, is $49 452, or $3,532 per p&pﬂ However because the
" 14 pupils equal only 5.97 FTEs, the cost per FTE is 38, 283. Under the bill, assummg that the

school district’'s average instructional cost is approximately $4,200 per pupil, the amount the
WTCS district would be allowed to charge, on a per pupil basis, would be slightly greater than
. the current charge. However, if thc charge. to the school dxstr;ct is. based on FTEs, the WTCS
- district would.not be ;)emntted to charge more than $25, 0‘74 which is approxxmateiy haif of the
. current contract amount. - _ o e

11.  The potential impact of the proposal on the youth apprentzce program is unclear
~I£WTCS districts cortinue to provide these contractual services, it is possible that school districts
would incur lower costs. However, since WTCS dxsmcts are not reqmred to prov:de instruction
for youth apprentices, a WTCS district may choose not to enter into a contract if the proposed
- maximum payment is not.sufficient to cover a certain percentage of the WTCS district’s costs.
In this case,. the school district wou]d have to. pmmde the instruction 1tsalf or discontinue its
o youth apprenticeshxp program whlch c:ould rcsult in. fewer pu;nls bemg able to partxmpatc m :

: ..12 It 18 hkeiy that WI‘CS d:stmcts whzch a,re prevented from recovenng theu: cests
'by the proposed provision: ‘would have to fund. the. remaining costs: through the property tax or
general aids in order to continue to provide youth apprenticeship instruction. One could argue

. that since youth apprentices are not the primary customers of the technical coliege system, WTCS

. districts should not be rcquzmd to subsidize the cost of mstructxon for thasc puplis at the expense

of other students. and programs o o _ o

S i3 A Iess resmctxvc altemauve would be to hrmt the contract amount to the WTCS
district’s direct instructional costs assocxated with provzdmg the mstrucﬁon WTCS dlstncts .
* would be prohibited from recovcnng indirect costs. . o _ - : L

: ALTERNATIVES TO BILL
L Approve the Govemor s recommendauon
2. Modlfy the Governor s: recommendatzon by adopmxg one ar moze of t.he followmg

- a Specxfy thax the imnt on. the amount charged to the school d1stnct o
would be calculated on a per-semester, rather. than an annual basls N
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b. Specify that the limit on the amount charged to a school district

would be calculated using the headcount of the youth apprentices receiving
instruction.

c. Specify that the limit on the amount charged to a school district

would be calculated using the full-time equivalent (FTE) number of the youth
apprentices receiving instruction.

d. Specify that the limit on contract costs would be based on the
statewide average per pupil school district cost as determined annually by the
Department of Public Instruction, for regular instruction, co-curricular activities,
instructional support services and pupil support services for the prior school year.

@ Modify the Governor’s recommendation by specifying that a WTCS district board
may not charge the school district an amount greater than the WTCS district’s direct instructional
costs associated with providing the youth apprentideship. instruction.

4, Delete the Governor’s recommendation.

Pr db M " L en e
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Paper #948 1997-99 Budget April 30, 1997
W

To: Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE

Minor Policy and Technical Changes -- Position Authority (WTCS)

GOVERNOR

| MODIFICATION TO BILL .~

\\\“ . M/‘

Ad}ust the WTCS Board’s position authorization by -3.0 GPR positions and 1.0 FED
position annually.

Explanation: The 1995-97 state budget act reduced the Board’s budget by $230,700
GPR in 1995-96 and $302,300 GPR in 1996-97 and provided that the allocation of these
reductions be determined by the agency. In making the required reductions, the Board
eliminated 2.0 GPR posxtzons and transferred funding for 2.0 additional positions from
50% GPRJSG% FED to 100% FED. Wh;fe these adjustments. were made in the state’s
position’ manageiment information system (PMIS), they are not reflected in the badget
forms. This modification would align the agency’s position authorization with the PMIS.

Modification GPR FED TOTAL
- 1998-69 POSITIONS (Change to Bill) «3.00 1.00 -2.00

Prepared by: Merry Larsen

Wisconsin Technical College System {Paper #948} Page 1




wor Mol 1

e
B
&

ERACCOR R SRR RS QN

JENSEN
QURADA
HARSDORF
ALBERS
GARD
KAUFERT
LINTON
COGGS

PZ2ETL2ZTR

| BURKE

/| DECKER
GEORGE
JAUCH

WINEKE
SHIBILSK!
COWLES
PANZER

AVE 4] NO D :

rR2ZRrZ2aZ

- B R

P




Senator Decker

WISCONSIN TECHNICAL COLLEGE SYSTEM -

Transitional Services for Handicapped Students -

Motion:

Move to increase funding for grants to technical college districts for transitional services
for handicapped students by $200,000 GPR annually and direct the ‘WTCS Board to distribute
the additional funds to those districts which do not currently receive transmona} servz__c_es_ grants.

Note:

In 1996~97 SZOO GPR lS appmpnated for grants to WTCS dxstncts to prevsdﬁ S

hancﬁcapped students with a coordmateci set of services intended to ease the transition. from high
school, or the community, to pastsecondary programs or ether vocational training. Such services
include: recruitment; mdzvzdtxahzad _program planning: mterpersonal and study. skills; enrollment
assistance; coordination of services between the secondary school, WICS district and other
service providers; and job placement and post-employment skills. Currently, grants of $25,000
each are awarded to eight of the 16 WTCS districts. Districts are required to provide a 25%
local match

Under the bzlE fundmg for th;s pmgram wmﬁd remam at the 1996«97 base Eevei 'i’hxs
motion would increase the amount appropriated for transitional services grants. from: $200,000
GPR to $400,000 GPR a.nnuaﬂy and direct that the addinonai funds be awarded to the districts

which do not currently feceive these grants (Blackhawk Lakeshore Nicolet, Northcentrak
Northeast, Southwest, Westérn and Indianhead).

[Change to Bill: $400,000 GPR]

QD}}\%/ O\\[\ﬂ/ 8
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Representative Ourada

WISCONSIN TECHNICAL COLLEGE SYSTEM

Incentive Grants Program

Motion:

Move to modify the incentive grants program by creating a new category for grants to
technical college districts, or consortia of districts, to credte or expand \r_ocaﬁoxia'i and technical
programming at secured juvenile correctional facilities. Beginning in 1997-98, allow the WTCS
Board to award up to $150,000 annually under this category.

Note:

In 2996~97 a totai cf $7, 883 iﬁ(} Gi’R is approprzated far the' mcennvc grants program.
whzch provides grants to WTCS districts, or consortia of districts, under four categories: (a) basic
skills--creation or expansion: of adult high school, adult basic education and English as a second
language courses; (b) emerging occupations--new and expanding occupational training programs,
courses or services, and related staff and instructional material development; (c) educational
programs, courses or services that would not otherwise be established or maintained because of
limitations in district fiscal capacity; and (d) technology transfer--programs that assist business
and industry in adopting and implementing new technology. SB 77 would continue funding at
the base level of $7,888,100-GPR annual-iﬂy.in the 1997~’~99'biéﬁnium.

This motion would establish a ﬁfth category under thc mcenave grants pmg,ram for grants
to technical college districts, or consortia of districts, for the creation or expansion- of vocational
and technical programs in secured juvenile correctional facilities. In addition, this motion would
allow the WTCS Board to award grants totalling up to $150,000 annually under this category
beginning in 1997-98. There are four juvenile correctional facilities currently operating in
Wisconsin: (1) Lincoln Hills School, Lincoln County; (2) Ethan Allen School, Waukesha County;
(3) Southern Oaks Girls School, Racine County; and (4) Mendota Juvenile Treatment Center,
Dane County. Under SB 77, an additional facility in Prairie du Chien (Crawford County) would
begin operations in 1998-99 as a secured juvenile correctional facility.

Motion #1510
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Paper #710 1997-99 Budget April 30, 1997

To: Joint Committee on Financé

" From: Bob Lang, Director
" Legislative Fiscal Bureau -

'ISSUE

County Sales Tax Administration Appropnatwn Lapse (Revemke - Tax
Admlmstratwn) L

[LFB Summary Page 522 #23}

Wisconsin counties. may impose 2 0.5% sales tax on'the goods and setvices:that are
subject to the state sales tax. The county tax is "piggybacked” onto the state sales tax in that the
county tax is administered, enforced-and collected by the Department of Revenue (DOR). DOR
retains 1.5% of the sales taxes it coilects to cover administrative costs. Currentiy, 49 counties

impose thf: county sales tax.

GOVERNOR

Require that the fiscal yeam:nd unencumbered bal:mce in the appropnauon for
administration of the: county sales tax be annualiy lapsed to the general fund, ’begmnmg on June
30, 1998. This provzs_zon would result m an esnmated iapse of 5491 600 in - 1997-98 and

$461.700 in 1998-99

B DISCUSSIGN PGINTS

1. Prior to 1992 DOR ' retained 3% ef county.- sales taxes: to’ fund zbe casts of
admmstenng the tax.’ Because the revenue retained by the: state. exceeded. the state’s
administrative costs, the amount of collections retained was reduced from 3% to1.5% in:1991
Wisconsin Act 37. The 1991-93 budget adjustment bill (1991 Wisconsin Act 269) transferred
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$1.400,000 that had accumulated in the admiinistrative appropriation to the general fund. Under
provisions included in 1995 Wisconsin Act 27 (the 1995-97 budget), an additional $1,221,600
will be transferred from the administrative appropriation to the general fund on June 30, 1997.
The Act also would have decreased the amount of sales taxes retained by DOR from 1.5% to
1.3% beginning on July 1, 1997. However, the Governor vetoed this provision.

2. Since 1992, the 1.5% share of collections has generated revenues in excess of the
amounts needed to cover administrative e_:s;pez;_ci_iggrcg__.__’ifhe amount of revenues over authorized
expenditures remains in the balance of the county sales tax administrative appropriation.

3. Some would argue that the excess funds should be rebated to the counties which
impose the sales tax. This would return local sales tax revenues that are not necessary to cover
state administrative costs to counties. These monies initially derived from the local sales tax, and
a rebate would return them to their source. '

However, others believe that the state should retain the balance in the appropriation as
reimbursement for the general administrative services, such as taxpayer registration, data
processing and compliance, that are provided because the-county tax is attached to the state’s
general sales tax processing system. Because such activities are funded by GPR, the excess
.+ balance should be transferred to the general fund. - : -. :

4. The estimated 1997-98 and 1998-99 year-end balances in the county sales tax
~administrative appropriation are shown in the following table:. . ...

199708 . 199899

Opening Bélance - | $189,500 | '. $59’7,2(}0

Revenue 2,519,500 2,645,200
Expenditures . - 2.111.800 - -2,111.800

Closing Balance . . $597,200 $1,130,600

- The table shows that undcrthe lapse provision. zntheblﬂ an esumated$597,200 would
be transferred to the general fund in 1997-98 rather than $491,600; an additional $533,400
(51,130,600 minus $597,200) would be lapsed in 1998-99 rather than $461,700.

5. The table also shows that ongoing revenues exceed ongoing expenditures by over
$400,000 each year. One option that could be considered would be to reduce the current 1.5%
. amount retained-by DOR t0-1.2%. . This would reduce the amount of revenues retained by the
_ state to better match state spending, as was done in 1991. This modification could occur on
" “July 1, 1997, in which case no funding would lapse to the general fund in the 1997-99 biennium.
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Alternatively, the percentage could be decreased beginning July 1, 1999, to allow for the lapses
of the appropriation balance in the 1997-99 biennium, as proposed by the Governor.

ALTERNATIVES TO BILL

1. Adopt the Governor’s recommendation to require that the fiscal jeapcnd
unencumbered balance in the appropriation for administration of the county sales tax be annually
lapsed to the general fund. Reesumate the lapses to be $597,200 in 1997-98 and $533,400 in

1998-99.

Alternative 1 _ GPR
1997-99 REVENUE (Change to Bil) $177.,300

Delete the Governor’s recommendation and instead reduce, from 1.5% to 1.2%,

2.
the amount of county sales taxes retained by DOR to administer the tax effective July 1, 1997.
Aitematwez i _ : GPR
1997-98 REVENUE {Change to Bﬂl} - $953,300

%, the amount of county sales taxes retained by DOR to administer the

5 Adopt the Governor’s recommendation as reestimated with a modification to
reduce, from 1.5% to 1%

tax. The modification 10 reduce DOR’s administrative percentage would be effective July 1,

1999.
Alternative 3 "GPR
189799 REVENUE (Change to Bill) $177,300
4, Delete the Govemor’s recommendation.
Alternative 4 GPR
1997-99 REVENUE (Change to Bit) - $953,300
¥ 3 BURKE Y A A
Prepared by: Ron Shanovich MO DECKER A7 N A
P Y 1'2%% 4o i,?:‘f% GEORGE Y N &
JENQ&N AN A JAUCH Y A
OURADA Y N a WINEKE Y K A
HARSDORF X N A SHIBILSK! Y A
ALBERS A N A COWLES N A
GARD A N A PANZER / N A
KAUFERT Y M A
LINTON Y A
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Paper #711 . 1997-99 Budget April 30, 1997

-To: Joint Committee én Fin_a'n'ce

From: Bob lLang, Director
Legislative Fzscal Bureau

ISSUE
, 'I‘elepho:.ie' Tax Administration (Revenue -- Tax Administration)

[LFB Summary: Page 520, #18]

| CURRENT LAW S

The Manufacmnng Assessment Bureau 1997-98 base fundmg 1evei is $2 621 990 GPR
__wﬂh 45.8 GPR posztxons o

 GOVERNOR

o Provxcie expendxtare authority of $3€}5 700 PR in 1997*98 and $281, 700 PR in 1998 99
and 6.0 PR posmons annually to administer ‘the ad ‘valorem tax on telephone compames A
statutory provision which specifies the amounts: that should be provided for admmxstarmg the tax
would be deleted.

.: _DISCUSSION POINTS

' 1 N Under the provxsions of 1995 W:sconsm Act 351 the state ut:hty tax on teleghone
compames wﬁi be converted from a gross revenues tax to an ad valorem tax, begmnmg with
taxes due for 1998. The Act also created a separate program revenue appropriation to provide
~ funds to.the Department to administer the tax; the source of revenue for the program revenue
s appropnatzon is the ad valorem tax on unhty compazues No expandxture authomy was provided
y for 1995-96 and 1996-97." Hawever, the Act speczf‘ ied that DOR should be ;}r@v;daé $307.300

" in 1997-98 and $283,300 in 1998-99 and 6.0 positions, bcgmmng on July 1, 1997, Under the
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-_.buéget bﬁl the arnounts specified in the Act would ‘be deleted and, instead, the reconunsnded
expenditure authority would be prov;ded for the administrative appropriation.

2. The 6.0 positions were provided because the bill would require DOR to assess the
property of local exchange telephone companies such as Wisconsin Bell. This would represent
a substantially increased workload for Department assessment staff.

3. The funding and ;aosmons w::mki be placed in DOR’s Manufacmnng Assessment
Bureau which would reflect conversion of the tax to an ad valorem tax, based on the state
assessed value of telephone company. property. The Bureau and its positions are funded entirely
from general purpose revenues.

4. As noted, the source of funding for the new telephone tax administration program
revenue would be ad valorem utility taxes. Because telephone utility taxes are general fund
taxes, general fund revenues would be reduceci by $305 70{} in 3997-98 zmd $281 700 in 1998 99.

5. The Department of Admxmstratzon s 1997-99 budget mstmctmn manual defines
general purpose revenue as general taxes and other‘moneys which are collected by state agencies
and deposited into the general fund, and are available for appropriation by the Legislature.
- Program revenue is defined as moneys which: are collected from the general public by state. .

-agencies for specific  purposes, depasxted m the general fund ané crcdzted d:recﬂy to an

- appropriation to. ﬁnancc those. purposes

Since the source of revenue for the telephenﬁ tax administration appropriation is a general.

fund tax and not revenue collected for a specific purpose, some would argue that designating a
portion of utility taxes as program revenue would be inappropriate. Also, administration of most
general fund taxes, such as the individual and corporate incorie and franchlse taxes, sales ‘and
. use taxes, estate taxes and other utility taxes is. funded by generai purpese revenues. Moreover,
g aﬁmmzstrauon of state assessment. of all manufacmnng pro'_' Ity 1S e nnrely anded with GPR.

._.From this view,: adrmmstrat;on of the aﬁ valoreni utshty tax cn__ "Ie _ nc companies shouid be'-

funded with GPR. - R T - s

Consequen{ly, the Comlmttee may w1sh to. modxfy the bﬁl to provxde $305 70{} GPR in
1997-98 and $281,700 GPR in 1998-99 and 6.0 GPR positions and delete the program revenue
funding, positions and appropriations. Since these telephone company utility” taxes would be
. placed in the general fund rather than deszgnated for a specxﬁc_'purpose, the net effect on the
- general fund would be revenue neutral, General find revenues would be increased by $587 400_
_.in the b:cnmum whﬂe GPR expcndltures would be mcreascd by thc samc'amount

. o 6. Bowever, _others argue thaz des;gnatmg a pcmcn ef ad valorem telephane utxhty
_tax revenues to fund administration of the tax would ensure that the companies that benefitted
. from the conversion of the tax. from a gross’ revenues tax would ﬁmd the adé:menal costs of
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administering the ad valorem tax. Moreover, by enacting this provision in Act 351 the
Legislature approved this use of utility tax revenues.

ALTERNATIVES TO BILL

1. Approve the Governor’s recommendation to provide expenditure authority of
$305,700 PR in 1997-98 and $281,700 PR in 1998-99 and 6.0 PR positions annually to
administer the ad valorem utility tax on telephone companies. In addition, delete the current
statutory provisions that specify the amounts that should be provided for administering the tax.

@ Modify the Governor’s recommendation to delete $305,700 PR in 1997-98 and
$281, PR in 1998-99 and 6.0 PR positions and the program revenue telephone tax
administration appropriation and, instead, provide $305,700 GPR in 1997-98 and $281,700 GPR

in 1998-99 and 6.0 GPR positions annually to administer the ad valorem utility tax on telephone
companies.

Alternative 2 Gp PR TOTAL

1997-99 REVENUE (Change fo Bil) - $587.400 - $587,400 . ..80
1997.98 FUNDING (Change 5Bl $587.400 - 587,400 © = = 80 f

1998-99 POSITIONS (Change 1o Bill) 6.00 -6.00 0.00

.o
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Paper #712 . 1997-99 Budget April 30, 1997

To: Joint Committee on Finance

. From Bob Lang, I.“mecior | _—
_ Legislative Fiscal Bnreau

155UE
) Wzsconsm PmpertyAssess ment Manuai Update(Revenue -- Tax Administration)

[LFB Summary: Page 521, #19]

CURRENT LAW |

The Depa:tment of Revenue is auth' nzed 0 prepare pubhsh ugdate and dlstrzbute the
i four volume. Wisconsin property assessmen matz_ a}-_'to local governments and the priv e
The manuals are sold ona subscnp&on basis and revenues are placed in the Wisconsin prdpreﬁy
assessment manual program revenue appropriation. The 1997-98 base fundmg Ievel 1s $64 590
PR with 1.0 PR position.

L GOVERNGR

o Provxcie $13£} OOG PR m 1998 99 to cgptract thh a pnvate venéor to update Volume 11
_ ef the Wlsconsm' Pro _Assessment Maaual Tha program revenuc would come from fees

. }.charged by the Department for the. manuals

D_I_SCUSSION POINTS

T Volume Il of the Wlsconsxn Property Assessment Manual contains instructions,

cost tabies depreczanon sche.dules and ioca} area mcd:fiers that are. used to vaiue resuient:al
apartment and agricultural buildings. The mformaﬁon mcluded in Volume i { helps assessors
estimate the depreciated cost of reproducing or rcplacmg buildings and site improvements in their
taxation districts.
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e 2. “Volume II has not been npdated since 1983.. DOR officials argue that, because

construction and materials costs have changed substantially in the interim, the volume should be
updated to reflect current residential and agricultural construction methods. If the volume is not
updated, assessors would be required to use outdated cost models or purchase cost manuals from
private vendors.

3. Private companies such as Marshall & Swift and Boeckh publish cost manuals
which local assessors could use to determine the cost of residential, apartment and agricultural
buildings. Marshall & Swift publishes a manual that costs $310 with updates priced at $254.
The American Appraisal Association (Boeckh) publishes a manual which costs $354 with updates
costing $170. It could be argued that it is not necessary to produce a separate volume that would
provide similar information to the information contained in the privately produced cost manuals.

4, However, the cost data included in the Marshall & Swift and Boeckh cost volumes
is based on national and regional construction and materials cost data, whereas Volume I would
be based on information from Wisconsin supphers and contractors. Since most assessors would
convert the national cost data into Wisconsin cost data using thelr own methods, some argue that
"use of national cost manuals would lead to nonuniform assessments between different
municipalities. From this view, use of an updated Volume II would help assessors develop more
accurate and umform assessments than pnvateiy produced manuais

5 As noted the bﬂi would pwvzde $130, 000 to ﬁmd the cost of produczng '
'Volume 1. Since itis estimated that apprommately 1,000 local aSSESSOTS, DOR staff and other
N _mdlvxduals wauld purchase: the manuai ‘The: estmzated cost of each manual would be $13{} ‘The
_ price of updates would be nommal Cnnscquenﬂy, V{}lume II would be cheaper than pnvately'
‘published manuals.

6. Under current law, the Department is required to distribute one cost component
volume to each assessor and to bill each municipality for an equal share of the cost of their
assessor’s manual. Approximately 550 assessors serve the 1, 849 mmucxpaht:es in the state, with
.. some assessors serving a single. mumcxpahty and at least one: serving 50 mumczpahues This

mcthod of bx}lmg wouid reqmre DOR to blil same mumczpahtaes the ent:ra $}3€} cc:st of Vclume :
is a concern that this type of billing process is unnecessanly comphcated and leads toa dxspanty
in the cost imposed on different municipalities.

As an alternative, the Committee may wish to modify current law to require DOR to bill
each individual assessor for the cost of the cost component volume and delete the requirement
_ __that mumcxpahtzes pay an equal share of the assessor’s volume. The Department could bill each
~ assessor and would not be involved in bxllmg the mchvzdual mumcxpalmes The assessors could

seek reimbursement from the. mumczpalmes ' '
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However, this alternative would impose an additional cost on the local assessors for
performing their required duties and there would be no guarantee that the additional cost could
be recovered by billing the municipalities. Moreover, many contract assessors might not be able
to bill the municipality for the cost of Volume II under the terms of their contracts.

A second alternative would be to require each municipality to purchase Volume Il as well
as Volume I of the assessment manual. However, many municipalities would object to this state
mandated additional cost.

ALTERNATIVES TO BILL

@ 0*’ Approve the Governor’'s request to provide $130,000 PR in 1998-99 to contract
with a private vendor to update Volume II of the Wisconsin Property Assessment Manual.

@c}t"}&ppmve the Governor’s request and also modify current law to require DOR to
bill each assessor for the cost component of the Wisconsin Assessment Manual and delete the
requirement that each municipality be billed for an equal share of its assessor’s cost component.

3 Approve the Governor’s recommendation‘and modify current law to reqmre each N
" municipality to purchase Volume I of the Wisconsin Property Assessment Manual; - '

4. Delete provision.

Alternative 4 PR

1897-99 FUNDING (Change to Bill - $130,000

. MO# }’ L

Prepared by: Ron Shanovich JENSEN A N A
OURADA X N A

HARSDORF X N A

ALBERS ¥ N A

GARD X N A

KAUFERT X N A

LINTON ¥ N A

COGGS X N A

7 BURKE A N A
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Senator Decker

REVENUE

Property Assessment Manual

Motion:

Move to eliminate the requirement that Volume I of the Wisconsin property assessment
manual must be distributed to each town, village and city in the state. Eliminate the requirement
that each municipality be charged for a proportionate share of the cost of the cost component
(Volume 1I) of the Wisconsin property assessment manual. Instead, require that the Wisconsin
property assessment manual be distributed to each assessor and the assessor be billed for the cost.

 Note:

Under current law, DOR is required to publish and distribute Volume 1 of the Wisconsin
property assessment manual to each town, village and city in the state. The manuals are sold to
each municipality on a subscription basis. The Department is also authorized to publish and
distribute the cost component (Volume 1) of the manual to local assessors. In cases where an

assessor works for more than one municipality, each municipality is charged an equal share of
the cost.

This motion would repeai both of the current billing provzswns In addition, the
Department would be required to. chstr;bute the Wisconsin property assessment manual to each .
assessor and bill the assessor: for the cost. This motion would riot have a ‘state fiscal effect.
However, since the cost of producing the manual is recovered through the sales price and the
number of volumes sold would decrease, the price of the manual would increase.

MO# l i,
[Change to Base: None] Je&ssnzi ))?” : ﬁ
[Change to Bill: Nonef gzggnCRF Y N A L BURKE XN A
ALBERS X N A | DECKER XN oA
GARD ¥ N A GEORGE Y N A
KAUFERT X N A JAUCH XN A
LINTON X N A WINEKE ¥ N A
COGGS ¥ N A SHIBILSKI ¥» N A
COWLES X N A
PANZER ¥ N A

Ags_}_g_, NO ,Q__ ass_\_
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Representative Albers

REVENUE

Wisconsin Property Assessment Manual

Motion:

Move to require the Department of Revenue to produce the Wisconsin property assessment
manual on CD-ROM, in addition to the current methods used to produce the manual, if the
Department determines that demand for the CD-ROM format is sufficient.

Note:

Under current law, DOR publishes and distributes Volume 1.of the Wisconsin property

o "assessmenﬁ manual on a subscription basis to each mnmcxpahty In SB 77, the Govemnor has

recommended providing $130,000 PR in 1998-99 to contract with a private vendor to update
Volurme II of the manual. This motion would require DOR to produce the manual on CD-ROM,
in addition to the current methods- of production. The -motion would provide no. additional
funding to cover the costs associated with producing the manual on CD-ROM. However, if DOR
could not cover the costs with existing resources, the Department could request additional funding

under s. 16.515 of the statutes.
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Paper#713 199799 Budget . Aprl 30, 1997

To: Joint Comrmnittee on Finance:

- From: Bob Lang, Director .
Legislative Fiscal Bureau

_ISSUE
Electronic Funds Transfer (Revenue -- Tax Admiiiistratio:ﬁj

[LFB Summ ary ':P"a.g'e 515 #9] |

Most tax returns, related forms and information, and tax payments are generally required
.. 1o be signed and mailed to the Department of Revenue (DOR).  The forms, information and
~_payments. usually must be sem in.an enveiope, w1th postage prepaxd and be postmarked before
‘midnight on the due date. The documents and. payment must be received within five days of the
. due date. In acidmen i;hc fonn,s and zcrurns are usually prescnbed a,nd frequcntiy, provx,dcd by
DOR. s

GOVERNOR

Authorize the i)epamncnt of Revenue to prescnbe altematzve methods fcr filing or
furnishing and authenticating tax returns, reports and other related d&cuments and for paying,
depositing or remitting taxes. The Department would have authority to desxgnate alternative tax
or document Processors.. Under these pmvxsxons, prcscnbed documents. could be filed or
.ﬁzmsshcd by dehvenng ar maﬂmg thcm to. the I}epartment or. DC}R could author;ze ‘another
mezhod of submxttmg or amther desnnanc}n Smnlarly, amounts could be pazd renntted or
a different method. Decuments could be authenncated by wmmg one’s szgnamre or DOR could
- prescribe another method of authenticating information or tax payments. As is currently the case,
. returns, other fem}s and ?aymems would be. censzciercd ﬁzmzshed reported filed or made on
~ time, if ma;}eé in a pmpcrly addressed enve:lape wzth pastaga prepa;d and’ posanarked before
m1dmght on the date such payments or documents were due. These payments and documents
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. -_.:_-wculd continue. to be due within five’ days c)f the due date, . Documents and payments | that were

not mailed would be considered timely if they were received on or before the due date by the
Department or at a destination prescribed by DOR. These provisions would apply to the
individual income tax, corporate income and franchise tax (including insurance companies), sales
and use tax, recycling surcharge, estate tax, motor vehicle tax, general aviation tax, beverage
taxes, cigarette tax and tobacco products tax.

The bill would also anthonze DOR to reqmre electronic funds transfer for tax payments
in the following cases:

a. Corporate Income and F ranchise Tax. When any quar’teﬁy estimated tax payment
was $20,000 or more.

b. Income Tax Withholding. For any employer who was required to deposit withheld
income taxes on a monthly or more frequent basis.

c. Sales and Use Tax. When the amount of sales taxes collected exceeded $3,600 in
any calendar quarter. o Co SO

d. ngarette Tax. When the amount of taxes pmd was $20 900 ormore.
These pmv1smns would be effectzve on Ianuary 1 1998

N Eiectromc funds transfer wouid result in earher tax coﬂectzons m the cases where it was
_ :reqm:fed Consequenﬂy, interest eaxmngs for the general fund would increase by an estimated
~ $550,000 in 1997-98 and $1,100,000 i in 1998 99. " Electronic funds transfer would also reduce
~ printing, postage’ and microfilming costs. = As a result, the Department’s budget wou}d ‘be
decreased by $61,000 GPR annually to reflect these reduced costs.

DISCUSSION POINTS
Alternatwe Methods for Flhng Retums and Payments

1. Indmdual mcam.e taxpayers ca.n ﬁle t,_;ax retums by paper or: electromcaliy
_ Apprcx;mately 194 O{)O eiectromc retums and 2; 1692, O{)G paper returns were ﬁled for tax year
- 3995 These returns are maﬂed or transmxtted t€> the I}epartmcm ef Revenue Cmently,

”'scrftware to transzmt the retums
2 Saies and use taxes are paid by ﬁlmg 4 paper retwn “The taxpayer ‘sends ‘the

retui-n and remmance to the state depository bank. The ‘bank then &eposns the rermttance,
vahdates the returns and delivers tha vahdated rctums to the Departmem of Revenue The

Page 2 Revenue — Tax Administration (Paper #713)




" on an annual basis.

_Depamnent processes ovar one mﬂhon sales a.nd use tax returns and related documents on an
annual basis.

_ 3 Corpcrauons are mqmred to file a paper mcome and franchzse tax return with DOR
_foﬁowmg the close of t.he tax year. In fiscal year 1995- 96 approxzmately 16‘7 7{}0 corperate
._income .and. fra.m:hxse tax returns, {mcludmg taxmopuon carparatzon remms) were filed. In
-addition, if the sum of a carporatzon s, franchss or income tax due and iemporary recychng
_sumha:ge is. $500 or more, it generaliy must make qnarteriy estzmated payments Estlmatsd
payments can be made by filing a paper estimated payment return ‘and remmance W1th the state
depository bank or through electronic funds transfer (EFT). For fiscal year '1995-96,
approximately 26,000 cerporanons filed paper estimated payment returns while 389 were
. registered to use electronic funds transfer. (The number of corporanons that are reglstered to use
siectmmc funds iransfer has zncreased to 925 ) '

: 4, Employﬁrs that deduct and wzthheid mcomz taxes are generally reqmred to file and
.dsposzt wmhheld amounts wzth the state deposﬁory* bank on a senn—monthlm monthly, guarteriy
or annual basis. The amounts are sent to the bank along with a paper withholding tax deposit
-.form. However, DOR. allows electronic funds transfer of withholding amounts on a voluntary
basis.. A total of 1 490 emplayers pamcxpate in the voiuntary EFT program. Most employers
L __flcontmue to use the ?aper depcs;ts a totai cf 1 4 nui}mn'wsthhéldmg deposx.t fc:nns are processed o

5. Cigarette taxes are paid by purchasing tax stamps from DOR. There are cnrrently_
78 distributors who pu:chase cxgarette tax stamps. The stamps are. usuaﬂy purchased by filing
.2 manthly retum and remittance for the stamps w1th the i)e;:arzment Impressions applied by
- meter. ‘machines may be. used in hen of stamys Ceriam manufacturers and chstnbutors may
purchase stamps on credn R

_ 6. §n adémon ta retums and payments szate taxpayers are frequenﬂy reqmrcd to file
'.'other relatsd forms and documents with DOR.. These addmonal documents or forms mclueie but
are mot: hmﬁed to: estimated tax: forms for mchvxduals, estates and trusts; claxms for homestsad
“and farmland preservatmn credits; income tax amended returns; alternative minimum tax forms;
__partnershlp returns; tax-cpuon (S) coq::orauon shareholder remms, taxwptwn (S) corporation

. returns; credxt umon net income forms; development zone, research and farmland tax relief tax

- credit’ farms, capitai gain and . loss forms; sales tax exempnen forms, _anm:tal wx{hhoidmg
_.rec:onmhauon forms, laner ﬂ{)m‘ tax zetums and c1garstte mventery tax :etums b -

: 1. o There are fsw statutory provxszons whxch specxfica};ly auzhonze vanous methods

of electromc data m{erchangs such as electronic ﬁimg and electromc funds u'ansfer under the
state mdmduai mcome, corparate income and franchlsc sales and; use beverage and c;gasette
state taxes that weuid be more cozzs;stent wzth cuzrent technalogy It ig beheveé that pmwdmg
the Department with such authority would improve the efficiency of DOR’s tax administration
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_activities. The current processing systems primarily rely on DOR staff, including both LTEs and
permanent positions, to open, sort and route paper forms, screen returns for accumcy and key
information from the returns into various data processing systems. These systems are time
_consuming and costly. Use of electronic data interchange and filing would reduce the amount
" of manual processing, improve the accuracy of information prw;ded and shorten processing
_times. Also because the number of paper returns would decrease, the amount of spac:e needed
© to store tax records would be reduced. Hewever the I}epartment has not identified” Specxﬁc
‘savings that would result from receiving the authonty to. nnplement alternative tax processing
methods. (’I‘he bﬂl deletes $61 00{} GPR annuaily t{} reﬁect savmgs from nnglemenﬁng eiectremc
*_funds transfer} o |

_ 8. The bill provxdes fundxng for scannm g and i zmagmg of md:vxéuai ihcome’ and sales
and use tax returns and real estate transfer returns: implementatzon of the scanmng and 1 nsuagmg
.. system would reduce or eliminate certain: “processing activities ‘inclading vahdatmg, keying,
sorting and microfilming funcﬁons Consequenﬂy, the bill de}etes $63,800 GPR, 6.0 GPR
- positions . and 6.0 PR posmans in the bzenmum to reﬁect savmgs_ fmm the reductzon in
processmv actwmes - - e g

h 9. ; I)OR requxres the use of electromc data mterchange and electromc funds transfer
for payment of the motor fuei tax. Use of electronic data mtarchange s;gmficanﬁy reduced the

- amount of paper. returns. and aﬁowed }E)OR tc elnmnate 4 5 posmans that w_e ée_ and-; S
key data from the returns into’ data processing systems. The net savings was about $80,000 a

YR

_ 10. Smce DOR has mdxcated that the authonty to prescnbe altemanve methods for
_ processmg taxes would unprove ‘the efficzency of its tax collecuon activities and the Bcpartmem
has reduced positions to reflect other similar processing improvements. {scannmg ‘and motor fuel
tax processing) the Committee may wish to make approval of the authority contingent on DOR
_ identifying savings from implementing data mte:change processes DOR could be reqmrcei to
identify savmgs from xmplementmg electromc tax processing methods and subxmt a repart listing
~these savings to the Committee for its review at its March meenng under 's. 13, 10 m 1997-98.
'3Thxs would aliow the Commmee to ad_lust zhe Department s”fandmg ievei far'-'ﬁ' al yea;: 1998-99

_ 11 Under the bﬁl DOR wouid recelve authomty to prascnbe altemauve methods for

ﬂimg :etums and related documents ' A concern could be razsed ‘that the Departmem could

require certam methods of eIectromc tax processing t that would i anose szgmﬁcant additional costs

on taxpayers. For example, many small employers might find it difficult to purchase the software

and the data processing equipment that would be necessary to zmplement electronic filing of
"_zncome taxes for their employes Consequenﬂy, the Committee could direct the Department to

prescnbe alternative tax processing methods that would be voluntary ‘This would be similar to
_the current thhholdmg EFT program whzch a’ilows for vcluntary use of e}ectmmc furxds transfer
___:hy employers
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_Electmnit:"Fﬁnds Transfer

1. " Under current law, corporationis are required to miake estimated income and
franchise tax paymexzts in four mstal}ments on or befﬁre the ISth day of {he 3rd, 6th 91:11 and
12th mcmh of the tax year. '

2. In general, employers who deduct and withhold amounts make quarter}y

~ withholding éepns:ts However, if the amount deducted and- withheld in any quarter exceeds

~ $300, DOR may reqmre ‘monthly thhheldmg deposits. If the amount deducted and withheld in

" any quaner exceeds $5,000, DOR may require semi-monthly withholding deposits: - Finally; the

" Department may permit other than’ quarterly wnhholdmg dept)szts for an empioyer whose
withheld taxes do not exceed $5{} a month :

3. Sales and use taxes are 'gén'erally due and payable on & quarterly basis. However,
if the amount of sales and use taxes for any calendar quarter exceeds $600, DOR may require
that the taxes be paid on a monthly basis, due and payable on the last day of the next succeeding
month In addition, if the amount withheld for any calendar quarter exceeds $3,600, DOR may

reqmre that the taxes be duc and payab}e on the 20:!1 day cf the next sncceedmg month

4 The state cxgarstte tax is 1mpased ami paxd by the puxchase of c;garette tax stamps._.:
'the ﬁrst sale Withll‘l ‘the state In Izeu ‘of stamys the Secretary of Revexme may aﬁthcnze
_1mpressxons apphed by the usa of meter machmcs Y R N R

5. The bill would require that electronic funds transfer be used to pay taxes in the
following cases: (a) when any quarterly corporate income and franchise tax estimated payment
is $20,000 Or more; (b) for any employer who is required to deposit withheld income taxes on
a monthly or ‘moré frequent basis; (c) when the amount of sales taxes collected exceeds $3,600
in any calendar quarter; and (d) when the amount of cigarette taxes pa,xd is $20 Oﬂ() ‘or more.

_ Under current law, DOR offers and accepts ‘electronic’ funds transfer asa payment method
for ‘estimated income and’ franchme 1axes, wzthhaldmg taxes, fuel taxes’ and excise taxes. EBT
is requn'ed for motor fuel taxes; use of EFT'is veluntary for other tax payments “The Department
“offers “electionic funds transfer through the Automated Cleannghouse (ACH) system,” a
’natzonwzde network used by the Federal Reserve for the exchange and’ settlement of finanmal
transactzons ’I‘wo BFT optwns am offered by DOR (a} ACH I*}eb:t and (b) ACH Crec’{xt

Under the. ACI-I Debit method of EFT; the taxpayer anthonzes D@R te eiectromcally
transfér tax payments from the taxpayer’s bank to the’ Depirtment’s bank (Firststar). To initiate
a transfer, the taxpayer calls DOR’s data collection service and provides information to the
service ba.,eé on' instructions sent’ by the ‘service 16 the taxpayer. -After DOR’s data collection
service receives the information, it prcvzdes the information to the Department’s bank. The bank
can then create a debit to the taxpayer’s bank account. An EFT transaction must be initiated at
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B sgnn-manthiy depcsztars, and finally; there were 34, 727 early monthly. sales tax filers and

least one business day before the tax payment is due. Transactions are initiated by making a toll-
free telephone call to DOR’s data collection service using one of three data input options: (a)
_ touchtone phone; (b) voice phone; or (¢) PC modem. When the transaction is completed and the
. information is- verified, the amount the taxpayer is paying Is debited from the taxpayer’s bank
account on the following business day and transferred eiectromca}ly to. BGR’S account in its
bank. Since DOR is the ongmator of the ACH Debit transaction, the cost is charged to the state.

- Under the ACH Credzt opnon the taxpayer authonzes zts bank te tmnsfer tax payments
to the Department’s bank. The taxpayer and bank deterrmne the Iog;st;cs of the metho& by which
the taxpayer will contact the bank (usually by phene or computer), the - hours dunng winch
- business may be conducted and thc method by which authonzanon of transfers may be verified.

The taxpayer’s account is debited at the time which the taxpayer | has arranged with the bank and
the payment is electronically transferred to DOR’s account in its bank. In addition to the payment
-amount, supplemental information is sent. W1th the.funds transfer. All costs of ACH Credit
services are; ;3ayable by the taxpayer.. .. . o '

_ L 6‘.' The ﬂzresholds for reqmred EP'I‘ were chosen to app}y the requxremﬁnt to most

large and mid-sized businesses. In 1995-96, an esumated 31,000 corporanons made quarterly
estimated payments of $20,000 or more; a total of 52 distributors had monthly cigarette tax stamp
payments of $20,000 or more; there were 71,856 monthly wx{lmmdmg tax depositors.and 20,900
146
-montlﬁy filers. Thus, the EFT reqmremeﬁts would apply to. ‘about 30%. of corperate ﬁlcrs,._ 7%
of c1garette dxstnbutcrs, 65% of withholding tax filers and 23% of sales tax: pemut helders DOR
staff note-that moving the threshold lower would be gin to xmpose the EFT reqm;:ements on many
small busmesses : : -

i 7 Most states cffer or rcqun'e EFI‘ for. at least some state taxes :The Appendzx

of August; 1996

8. .Itis argued that the benefits of 1mplementmg electromc funds transfer include
. 'prowdmg more accurate and efﬁczent cash management for taxpayczs For example, the taxpayer
. knows; in advance, the. day on which each tax. paym__nt'wxll be charged to the taxpayer s bank
account. : Inaddition, delays and possible. lost payments. due to- mail dehve:y would be
. eliminated. . I}OR ‘processing. costs would be zeduced or dumnated because there would be. fcwer
paper checks. tobe ‘manually. pmcessed ‘The bill deletes $61, 00{) GPR annuaily to reflect reduced
nncroﬁlmmg, printing and postage Costs. related to processing. withhiolding tax cieposxt reports.
. EFT. would reduce many errors that are related to manual processing of returns. . For example,
- there would be fewer: chances for posting payments to wrong accounts or in wrong amounts

- . 9. . Reqmrmg EFT would mandate a spemﬁc method of makmg tax payments for

; ..-certam businesses. . If these busmessas chose to.continue to use theu- own banks to make the
.. transfer.of funds, they would: incur. addluonai costs. .In. these cases, thc busmess would be
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charged for each transfer. However, if the business chose to use the ACH Debit method, through
the Department’s collection service, there would be no charge for funds transfers. In either case,
the taxpayer would continue to file required paper forms.-

10.  As noted, $61 000 GPR is. deietcd annuaily to reflect savings from reduced
printing, postage and microfilming costs as a result of requiring: EFT for withholding. However,
no additional savings are identified from requiring EFT for corporate estimated payments,
cigarette tax stamp purchases and sales taxes.

ALTERNATIVES TO BILL.
Alternative Methods for Fxlmg Returns and Payments

1. Approve: the Govemor s recemmendanon to authorize DOR to prescribe alternative
methods for filing or furnishing and authenticating tax returns, reports and related documents and
for paying, depositing or remitting taxes. Also, approve the Governor’s recommendation to
authorize DOR to prescribe alternative destinations for tax documents and payments.

Medxfy the Governor s recemmendanon to require DOR to identify potennal
savings from using. altematwe methcds of fihng and paymg taxes and to $ubmit a report hsung
these savings at the Committee’s March mectmg under s. 13.10 in 1997-98.

3. Modlfy-f the _Govemer s’_ﬂ_'lf\'fs(:onnnendanon to require that any alternative method for
filing tax documents and payments must provide for voluntary participation.

4, Maintain current law.

Electronic Funds Transfer

@ Approve the Governor’s request to require electronic funds transfer in the
following cases: (a) when quarterly corporate income and franchise tax estimated payments are
$20,000 or more;.(b) for employers that are required to make withholding tax deposits on a
monthly or more frequent basis; (¢) when the amount of sales taxes collected exceeds $3,600 in
any calendar quarter; and (d) when the amount of cigarette taxes paid is $20,000 or more.
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2. Maintain current law.

Alternative 2 aPr |
| 1997-99 REVENUE (Change to Bil} « $1,650,000
] 19_97‘99 FUHQ{NG (Cj‘gangé'to BEH} $122.000 F.
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