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Paper#721. ... .. 1997-99Budget .. May14,1997

To: Joint Commzttcc on Finance

me Bob Lang, I)irector _
Legislative F;scal_Bureau

ISSUE
Lottery D;vxswn Reergamzatmn (Revenue - Lottery Admlmstranon)

{LFB Summary Page 533 #5]

CURRENT LAW.

Base fundmg a.nd posmon authenty fer the gencrai program operanons of the lottcry is
%24, 81’? ;200 SEG and 130.0 SEG positions. . .

... Delete $1,831,400 SEG and 31.5 SEG positions annually to.reflect a reorganization of

lmtery Dmsxon staff and funcuvns Under. the bill, the Lottery Dmsmn would retain a division
_ administrator: pesman and be authonzad a new deputy adﬁnmstramr pasmon cenverted frcm a
_ vacant adnnmstranve Qfﬁccr posmon o _ : _ _ . .

_ The; reorgamzed dxvxsmn weuld mciude thr&e bureaus operanons markeung and retaﬂer
relat:ons and administration. The reduction of 31.5 positions (in conjunction with thc deletion
of 6.0 project positions under standard budget adjustments) would provide the lottery with 92.5
positions allocated as follows: (a) 26.5 positions for operations; (b) 32.0 positions for marketing
~and mtmier reiauens and {c) 34.0 pcsmens for administration (mcludmg 9.0 positions assigned
to the Departmant s Adnnmstranve Services Division .and 1.0 _position_each assxgned to the
Rasearch and Anaiysm Division, the Secretary 3 Ofﬁcc and chal Semces)

The funding redaciion includes -WG,IOO aﬁnﬁaﬂy to 'reﬂect__tha e_stirnaicd cost of instant
ticket data processing that had previously been performed in-house. This function is now
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centracted out and funding is provaded undcr a sapaxate item reiatxng to vendor fees (see I,FB
Suminary: Page 535, Item #10). '

DISCUSSION ?OINTS

1. The 1995»97 bzenmai bndget act (Act 27) provxded for the transfer of the state
lottery, including 130.0 SEG posmens, from the Gaming Commission to the Department of
Revenue (DOR) on July 1, 1996, As’ ‘enacted by the Legislature, the transfer would have
occurred followmg a_one-year plannzng process during which- the Imnt Committee on Finance
would have reviewed and approved three transition pians These plans were to address: (a)
implementation . issues. relating to the transfer; (b) issues reiatmg to the implementation of
privatization initiatives recommended by the Governor, mcludlng ovemght mechamsms and the
reducncm of state lcttery staff ‘and (c) the coordmatwn of gammg secumy functmns

; ':2 ThlS pianmng and transxtmn pmccss was 1tem vetaed by zhe Governor and,
foilowmg the executaan of a memorandum of understandmg between the Garmng Cemm:issmn .
and DOR ‘on August 17, 1995 ‘the’ admxmstratmn and operation of ‘the ‘state lottery was-
immediately assumed by DOR. '

3. Two major contracts have been awarded in 1996-97 as a result of the state lottery
privatization initiative. - A ' new, on-line lottery vendor contract. was awarded to GTech
Ccrp»oratmn and is’ scheduicd to begin in May, 1997; A secend contrazt for mstant ncket data
processing, which has prevmusly been perfomed ’by the state lottery, was awarded to GTech
Corporation .and will also. begm in May, 1997. A third major. contract, for warehousing and
retailer support. ‘and services, was also bid, but no award has’ been made These functzons wﬁl.- :
"continue to be performed by state lottery staff. - '

e Accordmg to DOA ofﬁciais the Governor § recemmenéaﬁcn to reduce lottery
":posztmn anthcnty from" 130.0 to 925 posms::ns reﬂects this pnvatzzanan ;muanve and an
adjustment of staffmg to 4 level appropriate to allow the iottt:ry to function more efﬁcmntiy ‘The
DOR budget request for the lottery included a. sumlar reduction ($1,233,100 and 29.5 positions.
annually) which would’ have resulted in peszt;on authority for 94. 5 permancnt and 6.0 project
positions. - The* Governor’s ‘provisions woulé prowde two fewer permanent posmons than
' 'ongmaiiy requested ’by the lettery e '

80 "The Gevemor s recommendahon wouid de}ete $5098, 300 more in each year than
the DOR }ettery hudget request, Of this’ amount, $158, 200 relates to the position costs associated
with the two positions the Governor did not prowde The rcmammg '$440,100 delcwd under the
bill is comprised of $263,400 in’ ‘supplies and services and $176,700 in permanent property base
funding associated with the mstani tackei data proccssmg system that has becn state operated and
wﬂl now ‘be mmracted out .
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Paper #720 ~ 1997-99 Budget May 14, 1997

To: Joint Committee on Finance

From_ ‘Bob Lang, Dn'ector L __
- Leg:s}auve Fzscal Bureau .

ISSUE

(}verwew of Loitery Resources and Thexr Relat:onsh:p !:o Saies Revenue (Revenue
- Lottery Admxmstranon) - .

'ljisr:t;_ssmNjPol_N'x_'s )

1. The Committee will be reviewing nine budget isstie papers concerning state lottery
admlmstration seven of which deal with the provision of funding for lcttery operations. Some
_ papers relatc ennreiy to the Govemor S recommendatmns under SB 77. These include papers on
rctmler cornpensation (#723) telewsmn broadcasts (#724) ‘instant ticket vending machines
(#725), the 15%. lxmitanon on lottery operatmg exyendxmres {#727) and mukgunsdacmnal_
Zottenes #R28). . _ : A

2. Other papers address pmposals ‘made under a iettery stabilization plan’ submitted
to the Committee by the' Sccmtary of the Dcpamncnt of Revenue (DOR) on April 25,71997.
Paper #721 which deals with the reorgamzannn of ‘the lottery staff proposed by the Governor,
also addresses the additional staffing proposed under the DOR plan, as well ‘as’ a ‘request for
funding to institute an empioye incentive bonus program The advertising proposal under the
DOR plan is dealt with in paper #729. A technical modification paper (#722) would correct
fundmg levels for ticket printing and telccommumcanon costs, as recommended in the DOR plan,
“based on updated cost information. Fma]ly, the paper addressing the Governor's ‘vendor fees
recommendations #7 26) mcludes a‘correction in the vmdor fees caiculanfm that 15 requested in
the DOR plan o : :

3. Lottery. sales in 1996-97 4re cmmnt}y estimated at $430.0 million and, under the
bill, would be projected:at $440.4 million annually in 1997-99. The DOR lottery plan indicates
that, if the additional funding and position authorization requested under the plan are approved
(in addition to. the Governor’s recommendations), lottery sales could be' reestimated from $440.4
million annua}ly to $470 million in 1997~98 and $500 mzﬁmn in 1998-99.
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e PIORbased the sales reesﬁmates en a number -of factors; including: (a) dlscussmns
thh }ottery ofﬁcxals in other states on those states’ sales experiences after instituting similar
proposals: (b) discussions with telemarketing experts on the potential impacts of increased
telemarketing efforts; and (¢) subjective }udgements by lottery officials ‘on the cumulative impact
of the proposals.

5. Each request made under the DOR plan does not, however, have an associated
projected sales increase. Rather, taken together, _the increases requested under the plan would
result, the Department bcheves, in the estimated sales increases.

6. While it can be argucd zhat any increase in lottery operamnal resources could have
a positive effect on sales, the magnitude of this potential effect is difficult to estimate. Lottery
sales may increase or decrease over time for any number of reasons and the effect on sales
caused by any one change is: m:tposs:bie to isolate.

T .' Further the management of operatxonai rescmrcas may bc the most cnt;cal factor
affectxng saies Current base level lottcry resources have not been fuliy utslxzed in the current
biennium. - As noted in a recent Legislative Audit Bureau report, the vacancy rate of the state
lottery reached 63.5% earlier this year. Under the Governor’s lottery reorganization
recommendation, approximately 42 vacant positions would be available for rehiring (nearly
_ doublmg the. current staffmg of 50.5 filled posatmns)

o _8 It c:ouid be argucd that mproved management pracnccs and ﬁlimg vacam pesmons '
wauid be the most effective measures to take. for the improvement. of lottery sales, Increasing

.other resources could provxde addmonal tc}ols to thxs end but may not bc as sxgmﬁcam a factor

‘as the management of current rcsmzrces - L &

....9.. Given the difficuity in isolating the effect of individual budget provisions on
lottexy sales, parncuiarly in the context of a major rehmng process and the likelihood of changing
lottery management practices, the foilowmg issue papers do not attermnpt to prowde salcs estimates
‘associated with each paper :

_1-(). };nstead follawmg the Comtteﬁ s decisions reiatmg to these papers, thxs office
wﬂl pr{mde an additional paper on the lottery fund. condition. = This paper will provzde
reestimates based on-tecent sales activity and the Coxmmttee s asctzons relatmg to the lottery. In
addition, it will reestimate the amount of lottery proceeds that would be ava;lab}c for lottery

property tax credits. vos Q BURKE v
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"~ Revenue .

LFB Summary Items for Which Issue Papers Have Been Prepared

Tltle
Ovemew of Lottc:y Rcsoumes and Thcxz Relationshlp to Sales Revenne
(Paper #720) - -
Lottery Division Reorgamzanon (Paper #721)
Ticket Printing and On-Line Qommumcatmﬁ Costs {Paper #722)
Retailer Compensation and Incentive Bonus (Papcr #723) -
Lottery Television Broadcasts (Paper #724) . Sy
Instant Ticket Vending Machines (Paper #725)
Lottery Vendor Fees (Paper #726) gk
Modification of Lottery Expense aniaﬁon (Paper #727)
Transfer Gaming Board Lottery Responmbﬂwes to Rcvenuc (see Paper #395)
Multijurisdictional Lotteries (Paper #728) AT _

Lottery Advertising (Paper #729) .. - L
Lottery Credit -- Distribution Pormu}a {Paper #730} '
Lottery Cxedxt - Precemﬁcatxon (Paper #731)




Senator Panzer

TEACH BOARD

Specifications and Standards for Purchases of Educational Technology

Motion:

Move to specify that the standards and specifications for purchases of educational
technology hardware and software that the TEACH Board would be required to establish would
be subject to approval or disapproval by the Joint Committee on Information Policy under a 14-
day passive review process. -

Note:

Under SB 77, one of the duties of the TEACH Board would be to coordinate the
purchasing of educational technology materials, supplies, equipment and contractual services for
school districts, CESAs, WTCS districts and the UW System through the Division of Information
Technology Services in.DOA. The Board would be require to establish standards and
.+ specifications, in -coppé'ra;ianiﬁw'i__.t_h.'I}_OA-,_'_fo_r.;-purchases of educational technology hardware and
* software purchases by school districts, CESAs, WTCS districts and the UW System.

This motion would sp&c_ify__that these étandards_ and specifications would be subject to
approval or disapproval by the Joint Committee on Information Policy under a 14-day passive
review process. '
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Explanation: This language change would both clarify that the TEACH Board could
forward technology equipment orders to DOA’s Division of Information Technology, and
that school districts, CESAs and public educational institutions would not be required to
purchase or lease their technology equipment through the TEACH Board or DOA.

EDUCATIONAL TECHNOLOGY INFRASTRUCTURE LOANS
[LFB Summary: Page 571, #5]

Technical Madiﬁcation—::B:seB

Correct a cross reference to the proposed program revenue appropriation for debt service
from the subsidized infrastructure loans for school districts.

Recommendations of the Joint Committee on Information Policy

#

1 Modifications A, B, C and D.

 viow W\a\%%ﬁ% -
+o BAST
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Paper #798 ' 1997m99_._--3udg¢t e e e o MIBY 14, 1997

To: Joint Committee on Finance

From: . BobLang, Director: ... ... . |
Legisiauve Fiscal Bureau .. .. |. -

ISSUE

Mmor Pohcy and Techmcal Changes {TEACH Saard)

A.  CREATION OF THE TEACH BOARD
LEB ¢ Summary Page 568, #1}
Gove-rnor-. .

Provide that the Presxdent of the UW System would appomt the UW Regcnz mcmber to

 the TEACH Board.

=
{

odification to Base

Specify that the Preszdent of the UW Board of Regents would appomt the UW Regent
member to the TEACH Board. .

Explanation: - The UW:indicates that UW.Regent appointment:-procedures require that

the President of the UW Board of Regents, not the UW. System President, appoint. all
Regents to other boards.
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" B. DUTIES OF THE TEACH BOARD . .

{LFB Summary: Page 569, #2]

Governor

Provide telecommunications access to school districts, in cooperation with DOA and the

PSC, under the educational telecommunications access program that would be established under

PSC. The Board would be_l_'e_quired to coordinate with DITS in DOA regarding this program.

T e

Mod;ficatxon to Base

\“ ****** T

: Spﬁley that .the _TEACH Board would forward requests from school districts for

_ telecommumcauons access to PSC and DITS ‘under the educational telecommunications access

program 'that wouid be estabhshed under PSC and would coerdmate with PSC and DOA
regz:dmg this program. -

Explanation: This language change would clarify that PSC and DOA would be
responsible for the administration of the telecommunications access program.” Under the
bill, PSC would establish the eligibility requirements for the access program and DOA
would contract for the provision of the telecommunications services and receive payments
from: school districts.

* C. DUTIES OF THE TEACH BOARD

(LFB Summary: Page 569, #2]

Governor-

Purchase or lease, with the option to purchase, educational technology equipment for use
by school districts, CESAs and public educational institutions in the state.

R—

b

w“w
¥, ,,fg&’ A i
{od;iﬁcaﬁon to Bj"’j)

Clarify that school districts, CESAs and public educational institutions would not be
required to place orders with the TEACH Board, and the Board could complete the orders or
forward them to DOA to be completed by the Division of Information Technology Services.
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forwarded to school dxsmcts However districts would snil be reqwred to pay 50% of the debt
service required for the: DOA fee portmn of the loan.

4. Arguabiy, _some schc)o} dzsmcts couid retain prafesszona} building construction
services at a lower rate from local service. prowders that may be more familiar with the needs
of the school districts. ~Additionally, DOA’s involvement could be viewed as interfering with
private sector services and hindering the goal of local control of school district decisions.
Conversely, school districts with little experience in the area of technology infrastructure
construction may wish to work with DOA to ensure high:quality and reasonable pricing.

s 5e If the'Committee would like to ensure that:school districts could voluntarily enlist
~the services of DOA for the provision of building construction services, it could specify that the
provision of pmfesszonai buﬂdmg construction-services by DOA would be optional for school
dzstncts : _ _ _

ALTERM}WES_TO BASE

A. DOA Positions and Funding

L. Approve the Governor’s recommendation.
Alternative A1 R PR |’
| 199799 FUNDING (Change to Base) ~ $683,200 |
Lo : : [Grmnge to 3:# R gor |
1993~es PGST!'!ONS (Change to Base) N 500 .
{Ghange to &;f! . o0

2. Modify the Governor's recommendation fo, instead, provide $127,000 PR in 1997-
98 and $153,200 PR in 1998-99 and 2.0 PR positions begmmng in 1997-98 to provide one
position to DITS and to i)FD for initial DOA activmes S

4. Alternative A2 L PR
+ 1997-99 FUNDING (Change toBase) - . $280,200
. [Change to B - $403,000]
1998-99 POSITIONS (Change to Base) 2,00
[fChangs to Bill -3.00]
3. Maintain current law.
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| ttermativens - 0 R}
1997-99 FUNDING (Change to Base) ~~ §0'
' {Change to Bill - $683,200]
' '199&39 POSITIONS (Change 1o Base) ~ 0.00
{Chaﬁge ol ©o-s001 ]|

B Professionai--Blﬁlding,Cun_stmciiaﬁ Sérﬁcés

4.+ Approve ‘the: ‘Governor’s -recommendation.:that. the terms -of the- proposed
'. educatlonal technology infrastructure loans would. have to reqmre school districts to. pnrchase
- related professional buﬂdmg constmcnon services from DOA. - : ¥ :

2. Specxfy that the provxsian of profess;onal bmldmg construcuon services by D(}A'
‘would be eptlonal for school dlstncts, rather than required as under the bﬂl

3. Mamtam current law,
et o
e e e, B
= e T *M\\

Recommendatwns of t}ze Jamt Commzttee -on Infommnon Polwy e

4
\» e A T BT s "
TSR T

1 L Aitematwe 132

2. Madzfy the Govemar 5 recomnzej_;_zdatzon 10, mstead provzde $253 800 PR in 1 997»

98 and $306,500 PR in 1998-99 and 4.0 PR positions beginning in 1997-98. Provide 1.0 PR
permanent position and 1.0 PR four-year project position to each of DITS and DFD in DOA.

Recommendation2 ‘B
1997-99 FUNDING (Change to Base) $560,300
[Change to Bill.- = - $122,900f

1998-99 POSITIONS (Change to Base) T 4,00
' [Charnge to Bill - 1.00]

Prepared by: Ruth Hardy
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Paper #797 _ 1997-99 Budget ‘ May 14, 1997

'From:" Bob Lang, Director
Legislative Fiscal Bureau

ISS’(}E
Modlfy DOA Educational Technoisgy Respensnblhties (TEACH Board)

[LFB Summary: Page 56, #8 and Page 574, #8]

CURRENT LAW - -

DOA can‘negotiate with private ‘vendors to facilitate the purchase of computers and other
“educational technology, by public and private K-12 teachers for their private use. DOA must
attempt to make available types of computers and other educational techmnology  that will
encourage and assist teachers in becoming knowledgeable about the technology and its uses.and .
' 'potential uses in education. - Under ‘this program, educaﬁonal technclegy mcludas the nse of
' technoiogy in the ad:mmstration of pubhc hbranes B : :

GQVERNOR*-- o

Modxfy ﬁOA’s responszbzhties rclanng to the jgrewsmn of educatxonal teclmoiogy
services. ;

a. Authorize the Division of Infonnatxon Technology Servmes (DITS) in DOA to
purchase educational technology ‘materials, supplies, equipment or contractual services from
orders placed ‘with DOA with the TEACH Board ‘on-behalf ‘of ‘school districts; ‘cooperative
educational service agencies (CESAs), the Wisconsin Technical College’ System (WTCS)districts
and the University of Wisconsin (UW) System. Create'a continuing PR appropriation within‘the
"TEACH Board to allow the expenditure ‘of ‘all' monies received from school districts, CESAs and
‘public educational institutions for the purchase or lease’ of educational technology equipment.

TEACH Board (Paper #797) Page 1



e b Authonze the Division of Famlmes Deveiopmcnt (DFD) within BOA t{) prowdc
or contract fer the provision of professional engineering, architectural, project management and
other building construction services on behalf of schooi districts for the installation or
maintenance of electrical and computer network wiring. DOA would assess fees for services
provided and credit all revenues to.its appmpnauen for services for nonstate governmental units.
Specify that the terms of the proposed educational technology infrastructure loans under the bill
would require the provzsmn of related prefesszonal building constructmn services by DFD.

c. Prcsvzde $3{}9 5(30 PR in 1997-98 and $373,700 PR in 1998-99 and 5.0 PR
positions to provide administrative services to the TEACH Board and purchasing and building
consulting services to educational institutions. Funding and positions would be divided between
DFD ($142,500 in 1997-98 and $172,000 in 1998-99 and 2.0 positions) and DITS ($167,000 in
1997-98 and $201,700 in 1998-99 and 3.0 positions). Positions in both divisions would be
fundcd through charges assesscd 10 educatmnal msmutzons for the prowsmn of the services.

DISCUSSION POINTS

1. Because the use of DOA purchasing services is voluntary for educational
institutions, staff at DOA indicate that they are unable to predict the demand for -educational
technology equipment purchasing. However, DOA staff report that DITS plans to provide

 information to educational institutions regarding technology: standards and pricing, and especially
RE: hepes to: promde services 1o schoei . stncts that.do not-have. extenswe expeﬁence m purchasmg
'-.technoio"y eQuipment : N T

'proposed for DOA’ wonlé not be needed unless the. dcmanci for. staff positions arose due to -
sufficient technology equipment orders or loan requests placed by educational institutions. To
ensure. that unnecessary positions and expenditures are not authorized, the Committee could
prawde DOA $127:000 PR in 1997-98 and $153,200 PR in 1998-99 and 2.0 PR positions
beginning in 1997-98 to provide one position to DITS and one to DFD for initial DOA activities.
DOA could request. additional: posm{m and. expendature authority -through the s. 16.505/515
process at the time the Department . determines there would be sufficient demand to justify
addxtxonal posmons and expendltuxe autherlty

: S SB 7’? wouid mqmre that the texms of the znfrastwcturc 3eans mclﬁde the provision
---of pmfessmnal building constraction: services by DOA and that DOA: could assess a fee for such
services. -Staff at DOA indicate that school districts.could work with, local contractors, _but Lhat
‘DOA would certify. these contractors and provide. macro-level. project management services 0
. as 1o ensure:statewide building standards, quality assurance and assistance 1o school districts that
have little experience in technology . infrastructure projects. Staff at BOA indicate that the fees
for building construction services would be included in the project costs for which school districts

may request infrastructure loans, and would be subtracted from the amount of Joan funding

Page 2 ~FEACH Board (Paper #797)
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Senator Jauch
Senator Panzer

TEACH BOARD

* ‘Nonprofit Museums andZoos Use of Badgernet

Motion:

Move to authorize the Department of Administration (DOA) to allow nonprofit and public
museums and bona fide public zoos that have an educational mission access to Badgernet.
- Specify that DOA would establish eligibility requirements for the participation of these entities.

Note:

“Under current law, the Division of Information Technology Services in DOA may provide
‘such ‘computer services and ‘telecommunications services tolocal: govemmﬂntai units as the
" division considers to be appropnatc and as the division.can efﬁcmntiy and econcxmca]ly prov:de

- The division may exercise this power only if in doing so it maintains the services it provides at .

least at the same levels that it provides prior to exercising this power and it does not increase the
rates chargeable to prior users as a result of exercising this power. The division may charge local
governmental units for these services in accordance with a methodology determined by the

Secretary of Administration.

This motion expands DOA's authority to allow use of the state’s telecommunications
system by the specified entities. :

oM BURKE s N A
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COGGS AN A AYVE } ne "o

Motion #1077



Representative Gard

TEACH BOARD

Participation of Private and Religious K~12 Schools in
Technology Equipment Purchasing and Leasing through DOA
and the TEACH Board

Motion:
Move to authorize the proposed TEACH Board and' the De;)aﬁmcnt of :-Administrat_ion

(DOA) to allow sectarian and non-sectarian private K-12 schools to purchase, or lease with the
option to purchase, educational technology equipment.

Note:

" Under SB 77, the TEACH Board would be authorized to purchase and lease, with the
“option ‘to purchase, educational technology equipment for use by: school districts, CESAs and
public educational institutions in the state. - Additionally, the Division of Information Technology

Services in DOA would purchase -educational technology materials, supplies equipment or

“contractual services from orders placed with DOA by the TEACH Board on behalf of school
districts, CESAs, WTCS districts and the UW System. This motion would allow private sectarian
‘and non-sectarian K-12'schools to participate in this program.
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Representative Gard

TEACH BOARD

_ Private K-12 School Participation in Access

Motion:

.. Move to specify that private sectarian and nonsectarian K-12 schools could request access
to either a T-1 or DS-3 line on the same financial terms that a public K-12 schiool would receive.
Provide $270,000 SEG in 1997-98 and $360,000 SEG in 1998-99 for this purpose in a separate
biennial appropriation. _ : _ -

Note:

This motion would authorize sectarian and nonsectarian private schools to participate under
the proposed telecommunications access program. Information on the number of private schools
that would request access under this program is not readily available. If it is assumed that 200

private schools would request T-1 access, the cost of the access program would increase by an
estimated $270,000 SEG in 1997-98 and $360,000 SEG in 1998-99.

© [Change to Base: $630,000 SEG] .
" [Change to Bill: - $630,000 SEG]  wos JOKY9
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Senator Wineke

TEACH BOARD

Telecommunications Access for WTCS--Sum Certain Appropriation

Motion:

| Move to authenze each of the 16 Wisconsin Technical College System districts to rcquest
access to either a T-1 or DS-3 line and pay no more than $250 per month for access for either
type of line, subject to the availability of funds in the sum certain appropriation that would be
created for the K-12 school district access program. Specify that the TEACH Board, in
cooperation with the Public Service Commission, would have to make a determination based on
projected demand by April 1, 1998, whether there would be sufficient funding availabie to also
fund WTCS access for the rest of the 1997-99 biennium. Provide that monies provided to WTCS
districts would not count toward the state’s funding of 66.7% of partial school revenues.

Notf:" :

~This: monon ‘would ‘authorize each of the 16 WTCS districts to request access toa T-1 or

DS-3 ‘line ‘under the proposed telecommunications access program under SB 77, subject to
whether there would be sufficient funding in the sum certain appropriation created for access
payments. The TEACH Board would have to make its estimate of whether sufficient funding
would be available by April 1, 1998..If the Board provides subsidized access to WTCS districts,
that access would continue regardless of the actual costs of the program. If each of the 16
districts would receive subsidized access to one DS-3 line, it is estimated that the subsidy cost

would be $180,000 SEG in 1997-98 and $240,000 SEG in 1998-99.
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Motion #1076



Senator George

TEACH BOARD

Telecommunications Access Program for Private Colleges

Motion:

Move to provide $280,000 SEG in 1997-98 and $375,000 SEG in 1998-99 in a biennial
appropriation separate from the school district telecommunications access program appropriation.
Specify that this separate funding would be to fund access to either a T-1 or DS-3 line on the
same ‘terms - as- for K-12. schools for regionally accredited four-year nonprofit colleges and
universities that are incorporated in this state or that have their regional headquarters and
principal place of business in this state. Specify that this separate appropriation would not count
toward the state’s funding of 66.7% of partial K-12 revenues.

Note: - o

e 'Undcr..SB '.77-,' in -_ganéiai, school districts z:oizl_d make a request to the TEACH Board for

access to one data line (T-1 line) or one video link (DS-3 line) at a cost of not more:than $250

per month, DOA estimates that the monthly cost of a T-1 line would be $400 and of a DS-3 line
would be $1,500. : : g

This motion would include the accredited four-year nonprofit colleges in the proposed
telecommunications access program under SB 77 under the same financial terms as for school
districts. The fiscal effect is calculated as if ‘each of the eligible colleges would request access
to a DS-3 line. The cost of this subsidy would be an estimated $280,000 SEG in 1997-98 and

$375,000 SEG in 1998-99.

[Change to Base: $655,000 SEG]
[Change to Bill: $655,000 SEG]
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Senator Jauch
Senator _Shibiiski
Senator Panzer

TEACH BOARD

Definition of Data Line for Access Program

Monon

Mova to specxfy zhat (a) ”data }.me" WGuld be deﬁncd as a data circuit that: provxdes du‘ect
access tothe Internet; and {’b) “vadeo hnk wnuld be def’mec} as a two—wayfu&getm mzeractwc

video circuit.:

Note:

For purposes of the proposed telecommunications access program, SB 77 would establish
specific statutory definitions of data lines and video links. A "data line” would be defined as data
transfer lines: capable of direct access to the Internet at a minimum speed of at least 1,544,000

bits per se:cond "Video links" wouid be defined as two-way fuil ‘motion interactive video links e

at a minimum speed of at least 44,763,000 bits per second. This motion: would replacs these

definitions.
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Motion #3860



Represematzve Jensen

oty - aehon A
TEACH BOARD =~ Wﬁﬁ?’ Cﬁ(ﬂ

Amount of Subsidy for Telecommumcaﬁens Access ngram

Motion:

Move to require that K-12 school districts pay not more than 50% of the monthly cost for
each data line or video link requested under the telecommunications access. program. Specify that
the segregated funding from the universal service fund would pay the rema:mng 50%. Provide
$1,900,000 SEG in 1997-98 and $2, 200, 000 SEG in 1998»99 for the costs Gf this subs;dy .

Provide $280 E}Oﬂ SEG .in- 199’7 98- and $370 000 SEG in 1998-99 in a blenmai
appropriation separate from the school district telecommunications access’ program apprepnatmn |
Specify that this separate ﬁmdmg would be to fund access to either a T-1 or DS-3 line on the
same terms as for K-12 schools for: (a) each of the 16 Wisconsin Technical Coiiege System
districts; and (b) regionally accredited four-year nonprofit colleges’ and universities that are
incorporated in this state or that have their regional headquarters and principal place of business
in this state. Specify that this separate appropriation would not count toward the state’s fundmg
of 66.7% of partial K-12 revenues.

Note:

Under SB 77, in general, school districts could make a request to the TEACH Board for
access to one data line (T-1 line) or one video link (DS 3 line) at a cost of not more than $250
per month. DOA estimates that the monthly cost of 4 T-1 line would be $400 and of a DS»3 line
would be $1,500.

This motion would modify the requ;rf:d payment from school districts to be one-half of the
monthly cost of access, rather than at most $250. For:a T-1 hne this could reduce the required
payment from $250 to an estimated $200. For a DS-3 line, the required school district monthly
payment could increase to be $750, rather than $250, depending on the actual bids for this
~ service. As a change to the bill, it is estimated that the motion would reduce the cost of the

subsidy by $600,000 SEG in 1997-98 and $800,000 SEG in 1998-99.

This motion would include each of the 16 WTCS districts as well as accredited four-year
nonprofit colleges in the proposed telecommunications access program under SB 77 under the -

Motion #795 (over)



same financial terms as for school districts. The fiscal effect is calculated as if each of the WTCS
districts and ehglble colleges would receive a 50% subsidy on access to a DS-3 line, which based
on'DOA estimates would cost a total of $1,500 per month for each line. The cost of this subsidy
is pro;ected to be SZSG 000 SEG in 1997-98 and $370 000 SEG in 1998-99

{Change 1o Base $4,750,000 SEG]
[Change to Bill: -$750,000 SEG]
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ATTACHMENT
1995-96 Advertising Data
Advertising -

Population Sales Sales Budget Advertising  Advertising

{Millions) (Miliions} Per Capita {Millions) Per Capita % of Sales
Arizona 4.075 $258.8 $64 $104 5255 4.02%
California 31.431 2,295.5 73 384 1.22 1.67
Colorado 3.656 3314 91 5.4 1.48 1.63
Connecticut 3.275 706.2 216 33 1.01 0.47
D.C. 0.57 2145 376 N.A. N.A. N.A.
Delaware 0.706 188.9 268 19 2.69 1.01
Florida 13.953 21171 152 295 2.1 1.39
Georgia 7.055 1,552.0 226 N.A. N.A. N.A.
idaho 1.133 92.2 81 19 1.68 2.06
Ilinots 11.752 1,637.4 139 22.0 1.87 1.34
Indiana 5752 621.3 108 N.A. N.A. N.A.
Iowa 2.829 196.0 67 57 2.0 3.00
Kansas 2.554 182.1 71 2.5 0.98 137
Kentucky 3.827 542.8 142 9.0 235 1.66
Louisiana 4315 2892 67 62 1.44 2.14
Maine 1.24 148.7 120 28 2.26 1.88
Maryland 5.006 1,1134 222 107 2.14 0.96
Massachusettes 6.041 3,050.0 505 0.8 0.13 0.03
Michigan 9.496 1,437.8 151 13.6 1.43 0.95
Minnesota . 4567 - 3757 82 . 86 1.8 2.29
Missouri 5278 a5 80 9.5 1.80 2.25
Montana 0.836 31.8 37 N.A. N.A. N.A.
Nebraska 1.623 818 50 25 1.54 3.06
New Hampshire 1.137 162.9 143 36 317 221
New Jersey 7.904 1.587.8 201 35 .44 022 .
New Mexico 1.7 28.4 17 0.9 0.53 3.17
New York 18.169 36106 199 30.6 1.68 0.85
Ohio 11.102 2,3795 214 144 1.30 0.61
Oregon 3.086 700.9 227 8.0 2.59 1.14
Pennsylvania 12.052 1.673.8 139 18.4 1.53 1.16
Rhode Island 0.997 455.2 457 1.5 1.50 0.33
South Dakota 0.721 205.3 285 0.8 1.1} 0.39
TFexas 18.378 3,430.0 187 42.2 230 1.23
Vermont . 0.58 74.7 129 03 0.52 0.40
Virginia 6.552 9243 141 17.3 2.64 1.87
Washington 5.343 389.9 73 99 1.85 2.54
West Virginia 1.822 2103 115 2.8 1.54 1.33
Wisconsin 5.082 482.1 95 46 0.91 0.95

Totals 182.608 $30,430.4 5167 $286.0 31.57 0.94%



Paper #730 . 199799 Budget May 14, 1997

To:. . .. Joint Committee on Finance .

Frﬁm Bob Lang, D}.rector o
- Legislative Fxscal Bureau _

ISSUE
Lottery Credit -- Distribution Formula (Revenue -- Lottery Administration)

[LFB Summary: Page 531, #2; Page 544, #4]

CURRENT LAW

_ -The lottery credit authorized under current law was found unconstitutional in an October,
1996 carcmt court mimg Prwr to the mlmg, the credu was extended mﬂy to property used as
. the owner’s pnmary resmence For each property, the credxt was calcuiated by muiuplymg the
property’ s school tax rate times a value base. The vaiue base was determined each year by
estimating the value that wouid generate total tax credxts equal to the amount of lottery proceeds
-available for dlstnbutmn

GOVERNOR
- Eliminate references and provisions related to the lottery credit on principal dwellings.
Replace these provzszons with a new lottery credxt which would be extended to all property
taxpayers, beginning with credits paad in 1998. Speczfy that the credit amount for each
municipality would. i}e calculated by muinpiymg that mumczpahty s percentage share “of the
- average statewide gross propeny tax levy for all purposes during the precedmg three years by
. the statewide. lottery credit fundlng level. Continue the current procedure for estzmatmg the
_ }ottery proce:eds available for distribution each year (DOA submits an estimate to the }omt
Committee on Finance by October 16, which the Committee can review and change prior to
November 1). Require DOR to annually notify each municipality by December 1 of its lottery
credit amount for that prcpf:riy tax year. Lottery cmdits would continue to be dxsmbuted 1o
municipalities on the fourth Monday in March.

Revenue -- Lottery Administration (Paper #730) Page 1



. Require municipalities to extend the lottery credit to_taxpayers in proportion to their

property’s assessed value within the municipality and to use the credit to reduce the amount of
{axes otherwise payable. Prohibit the lottery credit for an individual property, when combined
with the school levy tax i_:fadit, from exceeding the total amount of taxes levied on that property.
Extend the credit to mobile homes subject to monthly mobile home fees by deducting the credits
to be paid to the municipality from the municipality’s gross tax levy in calculating the rate for
the fee. With the exceptions that the lottery credit would be allocated to municipalities on the
basis of total levies rather than school levies and that lottery credit payments would be made in
March rather than July, the lottery credit would be distributed to municipalities and extended to
taxpayers under procedures identical to those used for the school levy tax credit.

Specify that the preceding provisions would first apply to credits against taxes that are
due during 1998.

DISCUSSION POINTS

1. Lottery proceeds available for distribution as tax credits are estimated at $243.1 '
million in 1997-98 and $116.0 million in 1998-99. The amount in the first year is larger because
an opening balance of $128.7 million is estimated for 1997-98. This occurs since credits were
not distributed in 1996-97 due to the 1996 circuit court ruling. gt

2" ‘The expenditure of lottery proceeds is limited by at least two provisions in the

state constitution. _Article 1V, Section 24(6), authorizes the state lottery and requires the net

. _proceeds "to be usec 'qu_r':pr,c;p@;r_y"';ax-_:_m;igf as provided by law.” Article VIIL, Section 1, requires
__ property taxes 10 b ~administered and R

extended (0 taxpayers in a uniform manner.

3. The courts have ruled on both provisions relative to the distribution of lottery
proceeds. While those decisions occurred at the circuit court level and are not regarded by other
courts as precedents, the decisions provide useful guidance to the Legislature in determining how
to distribute lottery proceeds. ' ' R

4 In 1992, a Dane County Circuit Cotrt decision addressed the question, "what

cqns;i_tu;::s property tax relief?" The Court reasoned that “the relief to be provided by these
 (lottery) funds was intended to be separate, different and extra” and ruled against using the lottery

proceeds to supplement state funding for general school aids, Due to the size of the available

lottery proceeds relative to the school aid distribution, the Court found that the Tottery proceeds

had "virtually no impact” on school aid funding, so there was no assurance that property tax

5 In 1996, a s(:é.c'md Dane County Circuit Court decision rejected the state’s
argument that the "distribution of lottery proceeds was intended to be entirely exempt from the
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" umformxty clause.” By 50 mlmg, ‘the Court has extended sxx weli««estabhshed prmczplas of
) umfc:rmzty to the expend1ture of lottery procefzds e

a. " For direct taxation of 'property“ there t’aﬁ be "but'one cOhstitﬁtional cia§§;'

b. All property within that class must be taxed on a basis of equality so far as
praci;cabie and aii property taxed must bear 1ts burden equaﬂy on an ad va.lorem basxs

e All property not mcludec} in that class must be a’hsolutely exempt from property
d. anﬂege taxes are not cilrect ‘taxes on’ ‘property and ‘are ‘ot subject to the

uniformity rule.

e Whﬂe there can be 10 cIassxficanon of pmperty for dlfferent mlcs or rates of
property taxation, the Legislature can claSSIfy betweeﬂ pmpeny that is to be taxed and that which
is to be wholly exz:mpt and the test of such ciassxﬁcatxon is’ :{easonablcncss '

f. There can be vanaﬁ'ons in the'-me'ch'amcs G‘f property assessment or tax imposition
so long as the resulting taxation shall be borne with as nearly as practicable equality on an ad
valorem basis with other taxable property.

) 6. The distribution mechanism proposed in the bill probably satisfies these criteria.
_Similar tax credit: distribution mechanisms would probably satisfy the criteria as well. For
~ example, the school levy tax credit formula, which is based on average school tax levies, could
“be used to dzgmbute the. Iettery proceeds Anether option wou}d bea fammla has&d on average
general government, or nionschool, tax levies. That formula was used p,nor to 1992 but was
repeale:d by 1991 Act 39, which created the current lottery credit.

7. Other &smbuuon farmulas such as those used for the various state azd programs,
are also possible. Whatever distribution formula is chosen, the payment of lottery. proceeds
should continue to have a unique identity. This will help meet the "separate; different and extra”
criteria set forth in the 1992 circuit court decision.

8 Under &ach of those optmns the crcd;{ weu}d have a umform effect thhm each

pmpeny s gross tax blB by the same percemage Howevsr the gercentage reductmn wauid vary
between mumcxpahtzes In the past, the courts’ have heid that the prepexty tax must be umfonn
thronghout the 31.11'15::11(:{1@11 ihat levxcs 1{

9. " Another o;at;en ma.y be to conmzuc the d:stnbunon mechamsm authomed ander

concept uncier which each property would receive a crecht equal to the school taxes ‘on the first

Revente - Lottery Administration (Paper #730) Page 3



.increment of value.. It could be argued that this distribution method would not.violate. the
uniformity reqmrement because all taxpayers wouid receive the crcdit Howevar this option
differs from the other alternatives in that the credit would not prevzde a uniform percentage
reduction in tax bills within 2 municipality. As a Tesult, the courts might. characterize this
mechanism as an unconstitutional partial exemption.

10. Based on 1996(97) pmperty tax mformatmn, Table 1 dxsglays the credit’s effect
by value of property under the average levies and value base options. On a statewide basis, each
of the levies-based options has an identical effect because the effect of each is calculated by
dmdmg the avaﬂabie proceeds by the state’s total equahzed value. The resulting "credit rate"
is then mult;phed by the property’s value. The effect of the value base option can be estimated
_ by dividing the total amount of lottery proceeds by the number of recipients, which is estimated
at just over three million.

TABLE 1

o Esnmated Impact ef Distnbutmg 1997-98
Lattery Pmceeds Under Two Types of Alternatives
.. Based on _S_ta_t_gmde Average Tax Rates for 1996(97) .

Property Value §50000  §75000  $100,000  $150000  $300,000  $1,000,000
"Estifnﬁfe‘affraxnéns“ T L e ST
‘Gross Tax Bill" “+ ¢ 81238 0 31,858 ¢ ¢ 32477 C$3,715 0 $7430 0 324,768
- "'School Levy Tax. Cre,d:t_ G l08 e sl62 e 216 e 2324 0 o640 oz 2163
1996{9’?3 NetTaxBill = $1130 ~ $16%6 - $2261 - . $3391 - $6781 . $22,605
Lottery Cl‘edlt Alternanves — ” ._ : ST o |
Levies-Based Aliernatives $56 $84 $112° $168 $336 $1,120
?ercem of ﬁet Tax Bﬂi 5.0% 50% S.O% 5.0% 5.0% 5.0%
Valie: Base Alternative SEO L $BO -$$ﬁ ERIEENE. -7 R $80 $80
Percent of Nét Tax Bill T0% AT 35% - . 23% 12% - . . 04%
11.. . On a statewide basis, the levies-based alternatives would provide a uniform

parcentage tax bﬂi reduct:on for propertzes while the value base dtematxvc would provide a
greater pergcntage tax bill reducnon for pmpemes with lower vaiues than propemes ‘with higher
values. Under thc lcvxes«based altematwes, each of the above properties would experience 2 5.0%
reduction in its net tax bill because the estimated available lottery procceds ($243 1 mﬁ}mn)
equal 5.0% of estimated 1996(97) net tax levies ($4,802.4 million). Under the value base
_alternative, each of the above properties would receive a uniform credit of $80. However, $80
| represenf.s 7.0% of the net tax bill for a property valucd at $50, ()()G and 0. 4% of the net tax bzil
for a property vaiued at $1 million.
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12, This analysis indicates that properties with values below $71,000.would receive
larger tax bill reductions under the value base alternative, and properties:with values exceeding
$71,000 would receive larger tax bill reductions under the levies-based alternatives.

13.  Taxpayers owning large properties may receive more than one credit under the
value base alternative. For example, manufacturers receive separate bills for their real property
and personal property and, therefore, would receive two credits.- Also, if a local road separates
a manufacturer’s production plant from its offices or warehouses, the properties would be
recorded as separate parcels, each receiving a credit.” Using statewide average tax rates for
1996(97), Table 2 compares the effect of the two types of alternatives on a hypothetical business
with a taxable value of $50 million consisting of real property and personal property.

TABLE 2
Estima_té&_ Impact ona Hypothéﬁcal Business of ‘Distributing

1997-98 Lottery Proceeds Under Two Types of Alternatives
Based on Statewide Average Tax Rates for 1996(97)

Property Value $50,000,000

Estimated Tax Bill : : L
Gross Tax Bill oo $1,238,405
School Levy Tax Credit -108.163

1996(97) Net Tax Bill L. 81130242

Lottery Credit Alternatives

Levies-Based Alternatives _ . 356,0{30:

Percent.of Net Tax Bill - _ 5.0%
Value .B'é;sc.ﬁt.efnative -
Credit on Real Property $80
Credit on Personal Property ' ¢80
‘Total Value Base Credits =~ $160
Percent of Net Tax Bill ~ Under 0.1%
14. Farmers could also receive multiple value base credits. The average Wisconsin

farm is comprised of more than 200 acres, but:parcels of real property are typically limited to
no more than 40 acres in size. Thus, the average farmer owns five or more parcels. Under the
value base alternative, that farmer would receive at least five separate credits. Using statewide
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average tax rates for '1996(97),--Tah13'.;3_.ctsmpaijgs...'ihg effect of the -ajt@r__ﬂ}a;ivgs_- on a hypothetical
farm with a taxable value of $200,000. consisting of five parcels of real property. . .

s s Est:mateﬂ ImpactonaHypothetxcalFarmoszstrabuﬁng ) '.
- +.1997-98 Lottery Proceeds Under Two Types of Alternatives o
. Based on Statewide Average Tax Rates for 199697)

L S G
Estimated Tax Bl L
CGross TaxBill . - .. o 494
School Levy Tax Credit A3

Lottery Credit Alternatives

Levies-Based Alternatives ' T $204
Percent of Net Tax Bill "~ 5.0%

Value Base Alternative. . .
Percent of Net Tax Bill R o 88%

15. - Although the levies-based alternatives have an identical statewide effect, they have
different distributional effects within the state. Because school takes are the dominant component -
of tax bills in towns, property owners in towns would receive larger credit allocations under that
alternative than under the general government or total levies “alternatives. Because general
government levies are the dominant component of tax bills in cities, the formula based on general
government levies would allocate larger credit amounts to p_rgp@rf_._ies in cities than the school levy
or total levies alternatives. The effect of the formula based on total levies would lie between the
other levies-based alternatives. Because over one-half of the parcels of property are located in
towns, over one-half of the credits under the value base alternative would be allocated to property
in towns.

© 16.- Differences in the average .va;iue-per,paréei-'fér, the var_io_i.zs classes of property

“would cause a different distributional pattern for the value base alternative than for the levies-
based alternatives. In general; because business property tends to have a higher value per parcel,
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this type. of gmperty wouid receive a. iarcer share of the levms—based credits Conversely,
because agricultural, swamp and waste and forest propcrty tend to have a lower value per parcel,
these types of property would receive a larger share of the value base credzts

17, AH i:axabie preperl:y would recmve a credzt under the precedmg altematwes
Current law targets the Jottery credit to property used as the owner’s primary rcmdence and
results in almost all of the lottery credits being distributed to the resadentsai property class.
Under the alternatives, just over three million property owners would receive the credit while
approximately 1.2 million property owners received the previous credit on principal res;dences
Between 1991(92) and 1995(96} the credit average:d over $100 annually per recipient. Table 4
compares average credits for hcmeowners under the actual dlsmbunon with the amount that
would have been received if the alternatives under con31deratmn had been in effect bctween
1991(92) and 1995(96).

TABLE4
Estlmates of Statewade Average Lottery Credlts for Hameawners,

Actual Distribution Versus Four Alternatives,
1991(92) - 1995(96)

L },.evxes«Based Alternatives Value
o  Actual Under Three Home Values Base
- Year  Distribution ~ $50.000 = $100.000 $150,000 Alemative’
C1991¢92y 8144 $57 8115 $172 - - $57
1992(93y - CUI68 e 128 191 - 1 67
1993(94) ' 106 37 75 112 43
1994(95) 112 37 74 111 45

1995(96) S 126 39 18 116 52

18. Ancther progosed opuon weuld target the lottery proceeds by creatfng a refundable
1ottery property tax/rent credit (LPTRC).to distribute the lottery proceeds through the individual
income tax system... The credit would be based on. the amount of property taxes, or rent
constituting propesty. taxes, paid on a principal residence and the claimant’s Wlsconsm adjuszed
gross income (AGI). Once AGI exceeds $70,000, the credit would begin to phase out until it is
eliminated when AGI equals $100,000. As a refundable credit, a refund check from the state
would be issued if the amount of the credit exceeds gross tax habﬂxty The credit would be pald
from a sum-sufficient . appropnanon, payable from the lottery fund.

19 Fgr _1997-9-8-,; ;t_he c:edx_t cou_id be stmc_turc_d_.io _da__st_nl_:_nif: the $243.1 million in
estimated available lottery. proceeds. For 1998-99 and thereafter, the credit percentages and
‘maximum credit amounts would be lower since the proceeds from only one year wouid be
available ($116.0 million).
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20..  For tax year 1997, the credit would be calculated on property taxes, Or ent
consmutmg pmperty taxes pmd on a pnnc;pai residence in ‘the state, up'to a maxzmum of
$4,000. For tax years 1998 and thereafter, the c:redlt would be calculated on a maximum of
$2,000 in property taxes, or rent ‘constituting property taxes. Rent constituting property taxes
would be defined as 25% of actual rent, if payment for heat is not included in rent, or 20% of
actual rem if paymem for heat is mc}uded in rent. Indzvxduals paying both rent and property
'taxes dunng the year wouid be lzmztcd to a Eotai of $4 000 in ta,x year 1997 anci $2 O(}O in tax
year 1998 and theraafter o

21 ’I'he credxt percentages would be determined- by DOR ina ‘manner similar to the
'_pmcedure that 18 used to determine the lottery credit under cnrrent law. However, due to the lead
time required to have the tax forms printed, the tlmmg of this procedure would have 1o be
trodified. DOR would be requzreé fo submit an estimate of [ottery proceeds and the apphcabie :
credit percentages to the Joint Committee on Finance no later than Septembcr 15°of each year.
If the Committee does not hold a meeting to review the Department’s -estimates within 14~
working days of recewmg the Department 5. estimates, the perccntages subnntted by the
Department would be deemed approved If a meeting 18 schedulcd the Committee could modify _
the Depanment s estimates The Cl’f:dlt percentage for renters would be half of the credit -
percentage for homeowners.

22. For 1997, it is estimated that the credit available to homeowners would be
calculated as 9.9% of property taxes and the ‘credit for renters would be 4.95% of rent
constituting prcperty taxes, " The maximum. credzt for- hemeowners would be $396 and the
maximum credit for renters ‘would be $198. Tt is ‘estimated that the credit percentage for 1998
would be 5.6% of property taxes for homeowners for a maximum.credit of $112.. The estimated
_ credit pcrcentage for Tenters. weuid be 2. 8% of rem constzmtmg property taxes for a maxamum
- credit of $56.. ' B : G

23. The attachments at the end of this paper present distributional information from
the 1995 Wisconsin tax sample regarding taxpayers who would receive a LPTRC under this
option, for taxes paid in 1997 (Attachment 1) and 1998 (Attachment 2). The tax sample includes
information from’ over 20,000 individual income tax. returns, weighted:to reflect all taxpayers in
1995. Changes ‘over time in ‘the number of taxpayers and the kinds ‘and ‘amounts of income,
deductions and credit they claim cannot be shown. To the extent possible, changes in tax laws
between 1995 and’ ’.ia!;er years have been included.” The information presented in the attachments

“-and the estimated cost of the credit differ because the attachments are based on 1995 tax samp}e
'data and 1he ﬁscal effects are for 1997 98 and §998 99 RS : :

24, By administering the credzt through the income ‘tax system, the credzz could be
characterized as an income tax provxszon, which would not be subject to the uniformity
rcqmreme:nt as are property tax provisions. Also, it has been suggested that, because the LPTRC
wollld be means-tested, the credit could be considered a public relief méasure and ‘not subject to
‘the uniformity clause. "By characterizing the law -authorizing the: homestead tax cred;t asa rehef *
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statute, the state Supreme Court previously ruled that the credit was constitutional. The Court
distinguished between public relief statutes, which are not subject to uniformity, and property tax
statutes, which are subject to uniformity. To be considered a relief statute, the provision must
be based on the characteristics of the taxpayer rather than those of the property.

25. When the homestead credit was found constitutional in 1965, it was limited to
elderly taxpayers with household income of $3,000 or less {this is comparable to $15,100 in 1997
dollars). In contrast, the proposed LPTRC wouid be avmiable to taxpayers with AGI of up:to
$100,000.

26.  While administering“the LPTRC through the‘income tax system may offer a
defense against the limitations imposed by the uniformity clause, a-question could be raised on
whether the lottery proceeds would be used to provide property tax relief, as required by the
constitution’s provision authorizing the lottery. - That authorization implies that any distribution
of lottery proceeds muist be characterized as a property tax statute. A-court might characterize
a-mechanism that relies on the income tax system as’violating. at least one of the two
constitutional limitations. ‘ :

27. An alternative that would ensure that lottery proceeds are targeted to primary
residences would be to amend the state’s constitution to specify that net lottery proceeds must
be used for property tax relief for property used as a primary residence and:that the use of the

- net lottery proceeds for this purpose is not subject to the constitution’s uniformity clause. Under
_ this alterative, the exception to the uniformity clause would only apply to the use of net lottery
_ proceeds.

28. 1f the Legislature approves a 301nt resolution during the 1997-99 legzsianve session,
the second consideration could not occur before the 1999-2001 legislative session. If the second
vote occurs soon after the Legislature convenes, the question could be considered by the state’s
voters in the Spring, 1999, general election. Under this scenario, the earliest the lottery credit
could be extended to property used as the owner’s primary residence would be for tax bills issued
in December, 1999. Until then, lottery proceeds could be allowed to accumulate in the lottery
fund, or they could be distributed under one of the other alternatives.

ALTERNATIVES TO BASE

L. Approve the Governor’s recornmendation to delete the current iiﬁftery credit and
establish a lottery credit distribution based on total levies.
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2. :Deiete the current lotterym:edit_-and establish a lottery credit distribution based on:

a’ schocl praperty tax iewcs, or . = :
b. “general government {nonschool) property tax levzes

_: - Modify the icurrent law. distribution mechanism, which is based on the school tax
rate mulnphed by a’value base, by extending lottery credits to all-taxable properties. Require
municipalities to annually notify DOR -of the number of parcels. of real property and personal

property accounts within the municipality that would be eligible for the credit.

- Q Create-a refundable lottery-property tax/rent-credit:to be paid through the
'mdmdua} income tax system.  Specify that the credit weuld be :paid on property taxes on a
principal residence: or rent constituting. property taxes up 10 a. maximum of $4,000 for tax.year
11997 and $2,000 for tax year. 1998 and thereafter. Provide that the credit rate for homeowners
“would be twice that:for renters. Modlfy the: current’ procedure under which DOR estimates a
: value base to axpend ava;lable lettz:ry proceeés to instead have DOR estimate the two credxt '

rates. Provide that the credit would phase out for taxpayers with. AGI between $70,000 and

SIOGOO{}

: : 5-, fn Mamtam current Iaw and mtmducc a Jomt reseiunon to amend the constitutional
authomatmn of the state lottery to require the net proceeds to be used for property tax relief for
~property used as a primary residence and to provide: that the use of net lottery procecds for this

- purposeis not subject to: the constitution’s uniformity clause.-

JENSEN

ER ' Y )4/ A
Prepared by Rack Ohn and Kels:e Doty -OURADA. Y N A
_ HARSDORF Y M~ A
};z ' 'ALBERS Y W A
'MQ# Ag’%’ 3 QARD ¥ )‘/ A.
JENSEN N A KALERT Y Ao
OURAD e LINTON XN A
A N A
HARSDORF o N A COGGS XN A
ALBERS N A _
GARD “ N A 1.BURKE XY N A
KAUFERT X N A | DECKER XN A
gg;gg 7 N A .. GEORGE 7N A
Y YA JAUCH ¥ N A
WINEKE ¥ N A
BURKE Yy ¥ A SHIBILSKI X N A
DECKER Y o A COWLES v A
GEORGE Y W A PANZER A
JAUCH Y of A
WINEKE N A AYE S g
SHIBILSKI )rar A NO ABS
COWLES % N A Fal
PANZER XX N A
AYE.LQ No,&ﬁ ABS____
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ATTACHMENT l

Distribution of Lottery Property Tax/Rent Credit
for Tax Year 1997

Wisconsin Adjiz"ste'd R %o of i Amount %of Avéfage

. Gross Inceme - Count Count of C_r_f:dit Amount  Credit
_ Under $5,000 179,600 10.3% $13,783,000 6.0%  $77
5,000 to 10,000 151,000 87 12,947,000 56 86
10,000 to 15,000 178,700 10.3 17,446,000 75 o8
15,000 to 20,000 164,000 9.4 16,269,000 70799
20,000 10 25000 . 146,300 84 15,347,000 6.6 105
2500010 30,000 . 128800 - 7.4 . 14,984,000 65 116
30,00010 40,000 . 225,600 129" 30,524,000 132 i35
140,000 t0.50,000 - 198,800 114 34,312,000 48 173
50,000 10 75,000 282,600 162 63,757,000 27.5 226
75,000 to 100,000 86,900 50 12,183,000 53 7 140
100,000 and Over .0 0.0 0 0.0 _0
TOTALS 1,742,300 100.0% $231,552,000  1000%  $133

SOURCE: 1995 Wisconsin Tax Sample

. Apprammately 17 mﬁiion mdmduals would be elzg;ble for the lottery property tax!rent .
credzt for taxes paid for 1997. -

. 55 5% of the cre.dit would be recewed by individuals with AGT bctween $3{} 000 and
$75,000. These individuals account for 40.5% of all credit recipients.

_ . Based on 1995 samplc da.ta the avcrage credit would increase from $77 for individuals
with income’ beIow $5,000 to $226 for individuals with income between $50,000 and $75,000.
In total, the average credit would equal $133. Although not shown in the table, the average
credit paid to homeowners would be $181 and the average credit for renters would be $42.
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ATTACHN{ENT 2

Dlstrlbutmn of Lottery I’roperty Tax/Rent Credit

- for. Tax Year 1998
Wisconsin Adjusted % of Amount % of  Average
. Gross Income: Count Count of Credit Amount  Credit
Under $5,000° 179,600 103% $7,035,000 66%  $39
5,000 to 10,000 87. . 6,552,000 6.1 43
10,000 to 15,000 103, 8,576,000 81 .48
15,000 to 20,000 164,00 9.4 2,124,000 76 50
20,000 to 25,000 /146,300 84 7,612,000 7.1 52
25,000 10 30,000 128,800 T4 _7?‘_;'2}’?.1;{)00 68 56
130,000 10:40,000 225600 129 . . 14667000 - 138 65
400001050000 198,800 114 15931000 14 9_: 80
50,000 to 75000 . 282,600 162 . 26, 476,000 248 .9
75,000 10 100,000 - 86,900 50 . 4453 o000 42 751
100,000 and Over 0 00 . 0 _06o0 _0
TOTALS 1,742,300 100.0% $106,702,000  100.0%  $61

SOURCE: 1995 Wisconsin Tax Sample

i Apprommateiy 1. 7 mﬂhcn m,div:duals would ’oe ehgible for thc LPTRC for taxes yaad e
for 1998 . : _ = _ - i

.=« Of the total number ef individuals that would receive the credst 40.5% have AGI
betwgen $30, (}0{} and $75 000. ’I‘hese mdmduals wculd recezva 53 5% of the totai credu

. - The average. crcd.1t would range from $39 for mdmduais with income below $5,000 to
$94 fcr mdawdnals wuh income between SS{} GOO aﬁd $75, QOG In total, ihe average: credit would
equal $61; the average credxt pmd 1o homeowners would be $81 and the average credit for renters
would be $23.
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Paper #731 1997-99 Budget May 14, 1997

From: Bob Lang, Director
L_eg_is_lati_ve_ Fisca_l_Bnr_;:_au _ _

Lottery Credxt - Precertlﬁcatmn {Revenue e Lottery Admm:stratmn)

{LFB Summary: Page 532 # Page 545, #5]

C_URRENT LAW

N From }991(92) to 1995(96), the lottcry credit was extendcd on}y 1o property used ‘as the
owner $ pnma:r},? reszdenca To receive the credxt owners of - ehgabizz property were required-to .
' flie an apphca‘tmn with their county treasurer, or the city treasurer if the ¢ity administered the
_fcemﬁcation pmz:edare attest;ng to their property’s eixgxbzhty ‘Prior to 1996-97, counties and
“cities administering the credit annually received $0.5 per cred:t 'as..rexmbursemant for their
expenses incurred in adﬁnmstenng the credit. Begmnmg on January 1, 1996, ‘a" new
precertification procedure was implemented. Every five years, taxpayers are required to file a
precertification application and local governments admimstenng precemﬁcation requirements are
to receive an administrative reimbursement.  During the intervening years, taxpayers that were
not previously eligible for the credit would be allowed to claim the credit by filing an application
form or by indicating on a real estate transfer retarn that they are eligible for a credzt :

GOVERNOR

Repeal provisions related to precertification of the lottery credit, effective with credits paid
in 1998. Reduce the sum sufficient appropriation for reimbursement of lottery creciit
precemficatmn ex.pensgs by $610 OOO atmna}ly to: refiﬁc:{ the proposed repeal. : S
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DISCUSSION POINTS -

1. The lottery credit authorized under current law was found unconstitutional in an
October, 1996, circuit court ruling. Prior to the ruling, the credit was extended only to property
used as the owner’s primary residence. Other prowszons in the bill propose to distribute future
lottery credits to ail taxable property ‘ander a new distribution mechanism. As a result, the
existing preceruﬁcatlon provisions would no _lor_ager be necessary.

2. By targeting- the credxt to property used as the owner’s primary residence, the
credit authorized under current law resulted in unequal tax.burdens. The court ruled that this
violates the constitution’s requirement for uniform taxation.

3. If the Legislature wants to continue targeting the lottery credit to property used

as the owner’s primary residence, the constimtzon could be amended. If the Legislature approves

a joint resolution: during the 1997- 99 iegzs}at;ve session; the second consideration could not occur

before the 1999-2001 legislanve session. If the" second vote occurs soon after the Legislature

convenes, the quesnon could be consadﬁred by the state’s voters in the Spring, 1999, general’

election. Under this. scenario, the earliest the lottery credit could be extended to property used
as the owner’s primary residence would be for tax bills issued in December, 1999.

4. If the Legislature intends to propose an amendment to the consmuuoa and
-continug targeting lottery credits, the precertification provisions contained in current law should
‘be. retained. . Under current law, the state will not be required 1o rel,mburse counues for their
--precemficahan expenses until. 2001-02. Whﬁe retmmng curmnt Jaw does not. requare a.
-reimbursement. payment during the. cezmng baenmum Jocal g-:memments may be reiuctanz to
contmue thexr prccemﬁca’uon responmbzhues unless there is. e,mdsnce that the constatumon wﬂl-. o

be amended.

ALTERNATIVES 'm BASE

@ Appreve the Govemor s rccommendatxon

2. Retain current law.
/
A 4 BURKE Y N A
3 i4
: MQ# = s .] - . .DECKER } )( A
B O aEnsER N WA _GEORGE " N A
Prepared by: RickOlin -~ gpumapa = ¥ N A JAUCH X N oA
- WINEKE ¥ N A
HARSDORF ¥ N A
ALBERS Y N A sHIBLSKI ¥ N A
COWLES Y, N A
GARD % N A panzer A N A
KAUFERT % N A | 7
LINTON X N A
A
COGGS ¥ N A vE NO ABS
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Representative Qurada

REVENUE -- LOTTERY ADMINISTRATION

Increase Prize Payout Ratios for Scratch Lottery Tickets
Motion:

Move to increase average prize payout ratios for instant scratch ticket lottery games from
63% to 65%. .

Note:

Scratch ticket sales, under the bill, are estimated to total $267.6 million in 1997-98 and
$269.7 million in 1998-99. The increase in prize payouts would not likely be realized until the
last three ‘months of 1997-98, due to the time it would take to develop and introduce new games
ata lngher payout ratio. This provision would reduce the net proceeds of the lottery available
“for the lottery property tax credit by $1,337,800 in 1997-98 and $5,394,300 in 1998-99.

JENSEN
OURADA
HARSDORF
QALEERS
GARD
KAUFERT
LINTON
COGGS

PP P>PP

BURKE
DECKER
GEORGE
JAUCH
WINEKE
SHIBILSKI
COWLES
PANZER

. M,Eé NO JABS

Motion #8435
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REVENUE

Lottery Administration

LFB Summary Items for Which No Issue Papers Have Been Prepared
mos_L- f]"éfrﬂ"\ { ): 12

tem # Title ZIENSEN ¥ N A
P OURADA P o : :
. e s F
On-Line Lottery Initiatives ﬁ:ﬁ? ':; N A
Rent Savings _ GARD A N A
Modifications of Current Lottery Law (Part) KAUFERT < N A
LINTON o N A
coGaS AN A
BURKE A, N A
inecm XN A
' GEORGE - j; NOA
D . e . N A
. L¥FB Summary Items to be Addressedm S_;Jg)sequent Pape: ;:;ﬁ:zﬁ ¥ N oA
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 “cowgs A, N A
Item # Tite paxzeR 7 N A
_ NP e _ . ave MU no D ass
1 Lottery Fund Condition ’ '
3 Lottery Credit - Funding Level

:!ff LFB Summary Items for Introduction as Separate Legislation

Item # Title

13 Modifications of Current Lottery Law (Part)

14 Appointment of Lottery Administrator

i5 Conflict of Interest Modification for Management Consultants
18 Lottery Retailer Selection Criteria
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Financialmsﬁmﬁons

(LFB Budget Summary Document: Page 228)

LFB Summary Items ft_)r Which Issue Pape_rs__l{as‘*g‘ Been Prepared '
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Minor Pohcy and Techmcai Changes -- Standard Budget Adjustments
Credxt Umon Exammers (Paper #39 1)
Small Business Information Center (Paper #392)
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Paper #390 1997-99 Budget May 14, 1997

To: Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE

Minor Policy and Technical Changes -- Standard Budget Adjustments (Financial
Institutions)

[LFB Summary: Page 228, #1]

GOVERNOR
Adjust DFI’s base budget for nonrecurring costs by -$232,100 PR in 1997-98 and by .
-$251,300 PR in 1998-99.

@HCATION TO @

Adjust DFD’s base position authority to reflect the deletion of 2.0 project positions

annually.

Explanation: The administration indicates that the deletion of these provisions should
have been reflected in the budget bill. Two 0.5 positions will end on September 30, 1997,
and 1.0 position will end on December 31, 1997.

Modification PR
1898-98 POSITIONS (Change to Bill) -2.00
MO# (g
X { BURKE / N A
: "ZDECKER YN N A
e A W SERE N
_ . OURADA A N A WINEKE /
Prepared by: Kelsie Doty HARSDORE & N A - / N A
ALBERS XN oA O'B'*'s:] Y NooA
GARD X N A Ah&EWLER % NoA
KAUFERT ;_" N A I N A
LINTON N A Cz
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Paper #391 B 1997-99 Budget May 14, 1997

 To:  Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE
Credit Union Examiners (Financial Institutions)

" [LFB Summary: Page 229, #6]

CURRENT LAW

- There are c#rren-tly 14.0 authorized examiner ﬁoéitisns in DFT’s Office of Credit Unions.

GOVERNOR.

- Provide $83, 200 PRin 1997—98 and $101 090 ?R in 1998 99 and 2.0 pennanent examiner
positions in each year in the Office of Credit Unions.

DISCUSSION POINTS .

1. There have been a total of 14 state credit union examiners since 1987. These
examiners are responsible for evaluating the safety and soundness of state chartered credit unions.
Their responsibilities include examining records and accounts and analyzing the. major
components of the crecht union’s assets, habzhty and equity accounts. An examination is
concentrated in five a:ceas capital, asset quality, management, earnings and liquidity analysis.
In addition, the examiners evaluate policies, procedures, services offered pianmng and budgeting
and the overall ability of the credit union management.

2. The National Credit Union Administration instituted a new-examination program
recently and, as a result, examinations take an average of 7% longer to complete. In addition,

Financial Institations (Paper #391) Page 1



credit unions ‘were converted to-federal deposit insurance in-the late 19805 which required the
collection of additional data.

3. The following table provides a- ‘comparison of the number of credit union
examiners to the number of crcd:lt unions and amount of credit union assets for 1996 in
Wisconsin and nmghbcrmg states. The same’ ‘comparison is also made to reflect 15 and 16
Wisconsin credit union examiners.

© 7 Credit Union

Credit Union . Assets (§ Millions) Number of Credit Unions

Examiners Total Per Examiner Total Per Examiner
Tilinois 25.0 $8,579.3 $343.2 505 202

lowa - 14.0 2,881.4 205.8 211 151
Michigan 280 _ 10,021.6 3879 324 11.6
Mixmé:s'at_a_ : 55 ' . -2_,‘266_».8 _ e 41210 _ 144 ' 262
Wisconsin 140 65690 - - 4603 a5 268
150 6,569.9 : ' 4380 . . . 375 ... .0 250
16.0 6,569.9 T 4106 375 234

With 14 credit union examiners, Wisconsin currently has more credit unions per examiner
and assets per examiner than the neighboring states. If one credit union examiner is added in
Wzsconsm ‘the 'state ‘of Minnesota wotld then: have:more credit unions. per examiner than
Wisconsin. If two -examiners are added, Minnesota would also have more assets per examiner.

4. Since 1990, the number of credit unions has decreased each year in ‘Wisconsin by .

| apprommately 2.6% wlnle the amount of cred:t union assets has mcreased by approx;mate}y 8.0% .

annually. The table below shows the number of credlt unions and tetal assets fmm 1990 through
1996. o . . R

Number of Credit Union
Credit Unicns _ Total Assets: -
1990 _ _ 440 $4,149,749,629
1991 o 427 3.0% © T 4,495,601,547 8.3%
Cait1geR T T T 418 LA 4,991,545,738 11.0% .
T1993 il 4067 28% CLo 5360079936 7.4%
1994 . oe...304 . . -30% ¢ _ 5,755,100,100 7.4%
1995 ... 384 o 25% 6,179,239,916 7.4%
1% 315 -23% 6,569,929,386 6.3%

5.  The Department of Financial Institutions is funded with program revenue. It is
estimated that the ‘two requested credit union examiners would generate revenues equal to the
amount of funding requested to fund their positions. . These revenues would come from the fees
charged for credit union examinations.
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6. At the end of each fiscal year, any balance exceeding 10% of the Department’s
expenditures lapses to the general fund as GPR-Earned (the 10% amount is retained by DI as
an opening balance for the following fiscal year). If the two examiner positions are not
approved, both PR revenues and PR expenditures would decrease by $83,200 in 1997-98 and by
$101,000 in 1998-99. However, the lapse to the general fund would increase by $8,300 in 1997~
98 and by $1,800 in 1998-99 because the amount DFI would retain as an opening balance would
be reduced, which would increase the amount of GPR-Earmned. If one examiner position is
approved, GPR-Earned would increase by $4,200 in 1997-98 and by $900 in 1998-99.

ALTERNATIVES TO BILL

@ Approve the Governor’s recommendation to create 2.0 permanent credit union
examimeér positions. Provide $83,200 PR in 1997-98 and $101,000 PR in 1998-99 to fund these

positions.

2.  Modify the Govemnor’s recommendation to create 1.0 permanent credit union
examiner position. Decrease funding by $41,600 PR in 1997-98 and by $50,500 PR in 1998-99
and delete 1.0 position from the amounts provided in the bill. Increase the GPR-Earned estimate
by $4,200 in 1997-98 and $900 in 1998-99.

Alternative 2 GPR PR
199798 REVENUE (Change to Bill) $5,100

1997-89. FUNDING (Change to Bil) - $92,100
1898-59 POSITIONS (Change to Bill) -1.00

3. Delete the Governor’s recommendation.

Alternative 3 GPR PR
1997-83 REVENUE {Change to Bil) $10,100
1997-83 FUNDING {Change to Bill) - $184,200
1998-99 POSITIONS (Change to Bill) -2.00
MO# A / j’ # / BURKE A N A
/ DECKER A N A
GEORGE / N A
JENSEN A N A JAUCH ;{ N A
) . OURADA > N A WINEKE N A
Prepared by: Kelsie Doty ZHARSDORF X N A SHIBH.SKI / N A
ALBERS » N A COWLES /( N A
GARD > N A  PANZER X N A
KAUFERT X N A /@ O
LINTON ¥ N A AYE NO ABS
COGGS . S T
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Paper #392 - . 1997-99 Budget _ May 14, 1997

To:  Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE
Small Business Information Center (Financial Institutions)

[LFB Summary: “Page 230, #8]

CURRENT LAW -

~ No provision.

' GOVERNOR

Prov1de $67,200 in 1997»98 and $26 000 in }998 99 to fund the deveiopment ‘and
operation of a small business information center in the Division of Securities.

DISCUSSION POINTS

1. The information center would be operated by the Division of Securities. The
center wouid assist small businesses in capital formation; promote the securities and franchise
markets; and initiate pubhc outreach within the business community. The emphasis would be
to guide small businesses through the Wisconsin uniform securities law." Tn addition, the center
would pr_ovide_ statistical _m_format:on to persons mt_erested n acqmrmg a franchlse.

The center’s staff wou}d parncapatc in conferences to assist businesses in capital raising
pro;ects and draftzng pmspectuses and would provade mformatlon on the services provided by
the Division. The center would sponsor a small business seminar for the Wisconsin Bar
Association. In addition, the center would work with county economic development offices in
Wisconsin and small business entrepreneurial programs operated by state universities. Finally,
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the center has been invited by the Federal Securities and Exchange Commission (FSEC) to attend
a national small business forum.

The Division has already implemented changes related to the’ activities that would be
conducted as part information center. Specxﬁcally, the Division has participated in conferences
to assist businesses in their caplta} raising projects and to provide assistance with registration
requirements.

2. Of the funding provided, $26,000 in each year would be used for the following
purposes: (2) $4,000 for FSEC seminar costs; (b) $12,000 for visits to county offices and
universities: and (c) $10,000 to host two small business seminars for the Wisconsin Bar
Association. One time funding of $41,200 would be used in 1997-98 for the following: (a)
$25,000 to produce a video for presentations to, and for use by, small business groups; (b)
$14, 200 to create a traveling chspiay for business faars and seminars; and (c) $2,000 for a color
monn:or a,m:i prmter o . :

3. There are a number of public and pnvate organizations that provide assistance to
small businesses. For example, the Wisconsin Small Business Development Center (WSBDC)
offers business feasibility workshops and provides counseling in business plan development,
accounting, marketing and management. Federal and state funding is provided to operate a
WSBDC office in 11 of the University of Wisconsin four-year campuses. - '

Based on-discussions with staff at the WSBDC, many of the services provided by
WSBDC would be similar to the services that would be provided by the proposed small business
information center in DFI. However, the proposed DFI center would have expertise in issues

related to the securmes markets that the WSBDC staff. does not possess. It was mdxcated that;

if the DFI center is approved, the WSBDC would refer chents to'the ccnter

In addition to the”.W:SBDC' tha Service Corps of Retired Executives (SCORE) provides
services to help new businesses develop business, marketing and financial plans. Finally, there
are private business consultants that provide services such as accounting, marketing and ﬁnancaal
planning.

‘ 4. The Department is funded with program revenue The Dcpamnent indicated that
the cenier would generate revenues equal to the amount of fundmg requu‘ed to fund its acuvmes
These revenues would come from hcensmg fces chaxged by the vaxsmn

5. At the end of each ﬁscal year any baiance exceedmg 10% of the Department s
expenditures lapses to the general fund as GPR-Earned (the 10% amount is retained by DFI as
an opening balance for the foilawmg fisca} yaar} If the ﬁmdmg for thc center is not approved,
both PR revenues and PR expenditures would decrease by $67, 200 in 1997-98 and $26,000 in
1998-99. Hewever the lapse to the general fund would mcrease by $6 700 in 199%98 ar:d
decrease by $4 10{) in 1998 9G.
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ALTERNATIVES TO BILL

1., Approve the Governor’s recommendation to provide $67,200 in 1997-98 and

$26, n 1998-99 to fund the development and operation of a small business information center
in the Division of Securities.

4 , .
J\‘”ﬂ"\ Delete the Governor’s recommendation.

Alternative 2 GPR PR
1997-99 REVENUE (Change to Bifl) $2,600
1987-98 FUNDING (Change to Bill) - $83,200
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