Paper #393 1997-99 Budget May 14, 1997
~To: .. Joint Committee on Finance
| From: Bob Lang Diréctor
..Legislative Fiscal Bureau = -
ISSUE

_ Technology-Related Requests (Financial Institutions)

 [LFB Summary: Pages 228 thru 230, #2 thru S, 7 and 9 thru 11)

(;URRENT LAW

No provision. - .~

: GOVERNOR

o Prov:de $897 500 PR in 1997 98 and $1, 103 100 PR in 1998~99 for the followmg
tcchnelogy~reiated activities in the Departmem of Financial Institutions (DFI) '

 Small Agency Infrastructure Support
Corporatwn Registration informatwn Systern

Optical Imaging

UCC Lien System -- County Equipment Upgrade
Shared Data Base Management System
Information Technology Training

UCC Lien System Study -
UCC Lien System - Additional Lmes

TOTAL

Financial Institutions (Paper #393)

1997-98 1998-99

$369,100 $369,100
250,000 256,000
40,000 200,000
114,000 114,000
69,400 100,000
30,000 30,000

: 0 40,000
_25.000 0
$307,500  $1,103,100
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DISCUSSION POINTS . . . .

1. The funding recommended for technology-related activities in the Department
would be used for the following activities: :

a. Small Agency Infrastructurée Support. Funding represents the last two years of
the three-year payment plan for master leases and charges for Infotech support.

b. Corporate Registration Information System. Replace and rewrite the
corporation registration information system (CRIS). and convert the application to a local area
network (LAN). The CRIS maintains records and conducts inquiries of registered corporations
in the state, including the corporate name, type, date of incorporation, annual report information,
registered agent and address.

¢ Optical Imaging. Fundan optical imaging project in the Division of Banking and
the Uniform Commercial Code (UCC) lien section ‘of the ‘Department. - Optical  imaging
electronically scans and stores paper documents, which allows each document to be retrieved
more quickly and viewed simultaneously by multiple users. .

d. UCC Lien System -- County Equipment Upgrade. Upgrade computer
equipment used by the register of deeds in each county to access the statewide UCC lien system
computer. The funding would be used to upgrade 18 county computers each year ($3,000 per
computer and:$3,000 per printer) for a total of $108,000, -plus.$6,000 ‘annually for travel
expenses. At this level of funding, all counties would be upgraded by 2000-01.

e’ Shared Data Base Management System. - Develop ‘and -install 2 data base
management system in DFL -As part of the 1995-07 biennial budget, five state agenCies were
combined into DFI, each of which had its own computer system. This funding would be used
to convert the separate systems into a common data base that would operate on a local area
network (LAN). E ' ' ' : =

R Information Technology Training. Increase the amount available for DFI staff
information technology training. Department of Administration staff have indicated that DFI will
not be-eligible to receive SASI help desk support until DFT’s staff is trained to IT standards.

s UCC: Lien System Study. Study the feasibility of converting. the UCC lien
system applications currently on a WANG computer, previously supported by the Secretary of
State. to the LAN. The WANG is eight years old and will be ten by:the time the study is
completed. The WANG application is out-of-date and is supported by consultants. In addition,
the application does not conform to state information technology standards. The study would
allow 2 new system to be created, which could be integrated with DFI’s other databases.
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h. UCC Lien System -- Additional Lines. Provide 64 additional lines of connection
to the UCC lien system computer. Currently there are 64 lines available for the 72 counties and
70 public access UCC computers. -

2. Most of the fundmg fer technoiogy*re}ated actzvxtms appear“s reasonable. However,
the $250,000 recommended annually for converting the CRIS application warrants consideration.

The CRIS application in Division of Corporate and Consumer Services (DCCS) is
currently on the Infotech mainframe. The existing system is currently 15 years old and is in a
format that Infotech does not intend to support in the future.

The Department intends to conduct a feasibility study prior to converting the system.
However, at this time, there is no data available to provide an estimate of how much it will cost
to convert the system. An alternative could be to provide $150,000 in 1997-98 to allow DFI to
conduct the feasibility study and to develop a plan-for converting the CRIS. (The $150,000. -
figure is based on discussions with staff at the Department of Administration’s Division of
Technology and Management.) When the study is complete, the Department could request
funding under s. 16.515 to begin converting the system, based on-the study resuits :

The Department is funded with program revenues. The Departn;;:nt indicated.;that___DCCS
is funded with fees charged for its services. At the end of each fiscal year, any. balance
exceeding 10% of the Department’s expernditures lapses to the general fund as GPR-Earned (the
10% amount is retained by DFI as an opening balance for the following fiscal year). If the
“funding for the CRIS is reduced by $100,000 in 1997-98 and by $250,000 in 1998-99, both PR
revenues and PR expenditures would decrease by that amount. However, the Japse to the general
" fund would mcrease by $1{§ G{}G in 19?7-98 and by $15 000 in- 1998 99 ) - '

ALTERNATIVES TO BILL

1. Approve the Governor’s recommendation to provide $897,500 PR in 1997-98 and
$1,103,100 PR in 1998-99 for technology-related activities in the Department of Financial
Institations.

m@ Delete $100,000 in 1997-98 and $250,000 in 1998-99 from the funding
reco nded to replace and rewrite the CRIS. The $150,000 remaining in 1997-98 would be
used to conduct a feasibility study and develop a plan to convert the system.

Alternative 2 GPR PR
18587-98 REVENUE (Change to Bil) $25,000
1897-8% FUNDING (Change 1o Bill) ~ $350,000
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3., Delete the Governor’s recommendation. .

Alternative 3 GPR . PR
1597-8% REVENUE {Change to Bill} $110,300

| 1887.99 FUNDING (Ghange to Bill) - 32,000,600

Prepared by: Kelsie Doty
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Representative Kaufert

FINANCIAL INSTITUTIONS

Definition of Capital in Banking Laws

Motion:

Move to include the bank’s surplus in the definition of capital in the banking laws.

Note:

1995 Wisconsin Act 336 made a number of changes to the state’s banking laws. One
provision modified the definition of "capital” which is used to limit loans and investments that
can be made by a state bank to any one person or entity. Under Act 336, capital is the sum of
all the following, less the bank’s tangible assets: capital stock, preferred stock, undivided profits
and outstanding notes and debentures. Surplus was included with capital to determine loan and
investment limits prior to Act 336, but was inadvertently omitted when the provision was
modified in Act 336. ' " :

The motion would add the bank’s surplus to the amounts that are added to determine a
bank’s capital. Since surplus is not included in the definition of capital under current law, this
motion would increase a bank’s capital and the amount that could be lent to one person or entity.
Surplus is made up of a bank’s retained earnings.
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Representative Harsdorf
-Representative Shibilski
Denate,
FINANCIAL INSTITUTIONS

Registration of Community-Based Organizations

Motion:

Move to delete the requirement that community-based organizations that provide housing
assistance to low-income individuals have to register with the Department of Financial
Institutions as loan originators, loan solicitors or mortgage bankers. Specify that community-
based organizations are not subject to certain disciplinary provisions related to registration.

Note: -
... Under current law, community-based organizations that provide stj:rvice's_' to _-ipw4iacome
individuals directly related to housing assistance are required to register with the Department and
are subject to certain disciplinary actions. However, these organizations are not regulated by
DFI. This motion would delete the registration requirement and discipline provision. =
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Senator Burke

FINANCIAL INSTITUTIONS

Nondiscrimination Rules -- Automated Teller Machines

Motion:

Move to require the rules of the division of banking to provide that any bank ATM would
be available for use, on a nondiscriminatory basis, by any state or national bank and by all
customers designated by a bank.

Note:

This provision currently applies to credit unions, savings banks and savings and loans.
This provision, as it relates to banks, currently states that ATM service shall be available for use,
on a nondiscriminatory basis, by any state or national bank. The nondiscrimination provision is
not extended to the customers of other banks. This motion would correct a drafting error in 1995
Wisconsin Act 55.
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Representative Jensen

FINANCIAL INSTITUTIONS

Reinstatermnent of Administratively Dissolved Corporations

Motion:

Move to repeal the two-year limit on the reinstatement of stock and nonstock corporations
that have been administratively dissolved. Provide that the application for reinstatement include
a statement that each ground for dissolution either did not exist or has been cured and that the
corporation’s name is valid. Direct the Department to reinstate the corporation if the application
contains the required information and if all fees and penalties owed by the corporation to the
Department under the Wisconsin business corporation law or Wisconsin nonstock corporation
law, whichever is applicable, have been paid. )

Increase the application fee for reinstatement following administrative dissolution from $10
to $9O for stock corporatzons ané to:$35 for nonstock carporaﬁens

“ Provide that' these ‘provisions weuld apply to a ncnstock corporation administratively
dissolved before; on or after January 1, 1994.

Note:

Under current law, a stock or nonstock corporation may be administratively dissolved by
the Department if the corporation fails to pay certain fees or file certain reports. A corporation
that has been administratively dissolved may generally apply for reinstatement within two years
after the effective date of the dissolution.” Corporations applying for reinstatement must pay a
$10 application fee. The increased fees in the motion are the same for an original incorporation.

There were approximately 1,000 reinstatements of administratively dissolved corporations
in 1996. Based on this data, it is estimated that this motion would increase revenues by $50,000

annually.
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Representative Jensen

FINANCIAL INSTITUTIONS

“‘Wisconsin Business Corporation Law ~- Term Substitution

Motion:

Move to substitute the term “resident domestic corporation” for the term. "issuing public
corporation” for purposes of the anti-takeover provisions of the Wisconsin business corporation
law. -

Note:

The anti-takeover provisions in the Wisconsin business corporation law generally refer to
"issuing public corporations,” which are domestic corporations that have assets exceeding $1
million and equity securities held of record by 500 or more persons, 100 of which are residents
of Wisconsin. In the past, an individual who owned a security was recorded as the security
owner. However, it has become more common for the security owner to hold the stock in the
name of a clearing house (such as a broker or bank), which is often located outside of the state.
One clearing agency may hold stock in the name of many individuals. In addition, stock is often
held in the form of retirement plans or mutual funds. As a result, record ownership of stocks has
declined in recent years and it has become difficult to identify who owns a specific stock.

The term "resident domestic corporation” means a domestic corporation that has its
principal offices located in Wisconsin, significant business operations in the state, has more than
10% of the holders of record of its shares as residents of Wisconsin and more than 10% of its
shares are held of record by residents of this state. This definition does not refer to the actual
number of outstanding securities held by state residents, but rather, to a percent of total securities.
In addition, it defines a Wisconsin business based on its location and its operations.

This motion would affect the fair price, defensive action and control shares provisions of
the Wisconsin business corporation law. These provisions were enacted prior to the business
combination provision, which currently uses the term "resident domestic corporation”. This
motion would allow more businesses to be covered by Wisconsin anti-takeover laws.
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FINANCIAL INSTITUTIONS

LFB Summary Items for Introduction as Separate Legislation

Title

Division of Savings Institutions — Name Change -

Financial Record Matching Program -- Delinquent Child Support Payments

License Denial, Suspension and Revocation -- Delinquent Support and Taxes

Release of Confidential Information for Support Enforcement and Public
Assistance Administration
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Minor Pohcy and Techmca] Change:s (Paper #360)
Information Technology Funding (Paper #361)
Employe Health Insurance Data Collection Actzvmes {Paper #362)

Supplies and Services Cost Incmases Mazlmg and Forms Product:on Vo}ume

Incrcases (Paper #363)
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Paper #360 1997-99 Budget May 14, 1997

To: Joint Committee on Finance

From Bob Lang, Director
' Legzsiatzve Fxscal Bureau L

ISSUE

Minor Policy and Technical Changes (ETF)

A.  STANDARD BUDGET ADJUSTMENTS
[LFB Summary: Page 212, #1]
Governor

Provide total standard budget adjustments for the agency of $2 261,700 SEG in 1997-98

and -$2,257,900 SEG in 1998-99 and -3.0 project positions. Included in the standard budcret-:.._g.

adjustments is $16,300 SEG annually for full funding of lease costs for the agency.

~ Modification to Blﬁ >

R
R
sams e At

k¥ i

I)clete $16 300 SEG annually prcvxded as a standard budgct adjustment for fuli funding
of agency lease costs.

Explanation:  As part of the base year reéon_ciiiation process used to develop the
agency’s adjusted base level of funding for each fiscal year of the 1997-99 biennium,
$16,300 SEG annually was added to the agency’s adjusted base for lease cost increases.
Consequentiy, the identical additional amounts provided as standard budget adjusunents
are duplicative and may be deleted. SR

| Modification - s

1997-88 FUNDING (Change to Bill) - $32,600
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B.  RETIRED EMPLOYES’ BENEFITS SUPPLEMENT REESTIMATE

LFB Sumalfy: }_’age 214, #7]
Governor

Reduce base level funding by $39,800 GPR in 1997-98 and $73,900 GPR in 1998-99 to
reflect the reduced amounts necessary to fumi= benefit suppiemcnts for retirees who first began
receiving annuities prior to 1974. The reestimate is due to a declining number of retirees eligible
for these supplements due to deaths. :

P Modlﬁcatmn to m

e

— e

"‘*’“‘“‘"M&kﬁ“‘tlw following “reestimates:

199798 R R T

Budget Bill Revised Change Budget Bill Revise(_i Change
$299,700 $300,000 $300. ¢ . s $265,600. 0 '$26_8?400_-._ $2,800 .

Explanation: This new sum sufficient reestimate under the modification is based on the
most recent projections of the supplements to be paid out in 1997-99. '

Modification GPR
1857.99 FUNDING {Change-to Bill} : $3,100

C. BASE LEVEL FUNDING REDUCTION

Governor

Continue base level funding of $15,000 SEG annually in unallotted reserve for contractual
legal services relating to federal tax matters. .

Mod;ficatwn to 3;11 /

£ ot

‘lﬁ"’:‘-‘mk,i,., M«’W
“Delete base level funding of $15,000 SEG annually budgeted in unallotted reserve for

contractual legal services.
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Explanation: The 1995-97 biennial budget act provided one-time legal services funding
of $10,000 SEG in 1995-96 and $15,000 SEG in 1996-97. The funding was placed in
unallotted reserve for release by DOA after ETF identified its legal assistance needs
relating to conforming the operation of the Wisconsin Retirement System to the
requirements of the Internal Revenue Code. This review has now been completed with
many of its results enacted as part of 1995 Wisconsin Act 302.

The 1996-97 one-time legal services funding amounts should have been deleted as
a standard budget adjustment but were instead retained in the agency’s base during the
base year reconciliation process. This modification deletes these one-time funds.

Modification SEG
1997-99 FUNDING (Change to Bill} -$30,000

Prepared by: Tony Mason
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Paper #361 1997-99 Budget May 14, 1997

“To:  Joint Committce on Finance

From_ Bob Lang, Director
' Leglslauve Fxscal Burcau

ISSUE
Informatxon Technology thdmg (ETF)

[LFB Summary: Pagc 212 #2]

CURRENT LAW

" Base Level IT Fundmg The Depamnent $ generai administrative appropriation mc}udes
base level supphes and services IT funding of $965,200 SEG annually to support on-going
mmntenance, data entry, ccntract pr@grammng, softwa,re and user charges for the agency s IT
Qperanens ' : i - : :

Appltcatzons Developmem Funding. The Department s Iong—term information systems
upgrade project, the' Wisconsin' Employe Benefits System (WEBS), and its current optical
" imaging pro_;ect are funded from a separate; continuing appropriation provided solely to ‘support
: 'expenditures associated with the actual des1gn and implementation of automated data systems for
‘the agency. One-time funding of $1,866,600 SEG in 1995-96 and $1,291,500 SEG in 1996-97
was provzded to fund the mstallatxon {}f the agency’s new optical imaging system. B

GOVERNOR

" Base Level ITF undmg ?rov:ée $452.300 SEG in 199‘7»-98 and $601,200 SEG in1998-99
to fund increased costs of on-going maintenance, data‘entry, contract programming and software
licenses, IT user charges by DOA and to establish 2 permanent property base for IT hardware
replacements. Of the amounts provided, $31,500 SEG in 1997-98 and $20, 00{} SEG in 1998-99
would be one-time funding for soﬁwam purchases

Employe Trust Funds (Paper #361) Page 1



Apphcarzons Bevelopmem‘ szdmg va;de $649 000 SEG in 1997-98 and: $614400 :
SEG in 1998-99 to support contractor and LTE COoSts assoczated thh the processing of rollovers
disbursements from other t ax.-quahﬁed retirement plans into the Wisconsin Retirement System
(WRS), the installation of an interactive voice response system and the development of thirteen
projects (“reengineering projects™) to convert a variety of annuity files and related processing
activities into ETF’s. campreheﬂswe database system (WEBS). Of the amounts provided,
$129,900 SEG in 1997-98 would be one-time funding for new hardware and software purchases
and $90,000 SEG annually would be. placed in unalletted reserve for release by DOA pending
a final determination on how the Department will track rollovers mto the WRS.

A. BASE LEVEL IT FUNDING
Discussmn Pmnts

1. The Department has 1dentxﬁed totai basc level supphes and services IT funding
in its general program operations appropnatmn of $965,200 SEG annually, Included in these
1dent1ﬁed base level amounts are $415,200 SEG annually. appropnated in unallotted reserve.
Provisions of the 1995-97 biennial budget act originally placed in unallotted reserve ali amounts
in the agency’s general administrative appropriation (as well as the applications: development
appropriation) identified as relating to the support and implementation of the agency’s electronic
-documents imaging system for. retirement systern records.  These funds could not.be: released to
.-the. agency until the. Secxetaxy of DOA had conducted 2 thorough review of the. prajcct and the
- Secretary’s report had been subnntted to the Joint Committee on Fmance under a 14-day. passive
‘review mechanism. Pursuam to these preccdnres the fundmg in: unailotted rcserve was relf:ased
-'-toETFonJanuary 10 1996 UL S T

R .2_.. i Dunng the base reconczhaucn pracass er davelo;)mg the: }997~—99 bxcnmal budget
-base funding level, the agcncy continued these base level funds in unallotted reserve. Thc base
level fundsin una}lotted reserve. actually. support: {a) the. salary, frmge bcneﬁts and related costs
-of the optical i imaging project manager ($51,900 SEG anmza&ly}, {b). sa}ams, fringe benefits and
related costs-of 2.0 project positions . associated with the optical zmagmg project ($94,300 SEG
annually); (¢) programxmng costs ($104,300 SEG annually); and (d) IT user charges payabic to
DOA ($164,700 SEG annually).

3. The optical imaging project positions and associated funding have been deleted
elsewhere in the ETF’s budget proposal as a standard budget adjustment. However, comparable
funding amounts for these positions -have been connnucd mcozrect}y as part of these base level

.amounts budgeted in unallotted. reserve... Further, the agency’s total base level fundmg
requirements for on-going IT resources do aot identify -a continuing ne:ed for the funds associated
with these project positions. The Comumittee could, therefore,. delete: $94 300 SEG annually of
base level funding still in unallotted reserve attributable to these project position costs.
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- 4. Tt would also be appropriate to reallocate the remaining base level funding amounts
“from unallotted reserve to the appropriate expenditure lines within the ‘agency’s administrative
appropriation. The funds associated with the imaging system project manager (351,900 SEG
annually) should be reallocated to the appropriate permanent salary, fringe benefits and supplies
and services lmes, and the amounts attnbutable to progrmmmg costs ($i(34 3(}{) SEG annuaﬁy)

hne

5. - Following the above ad;nstments ‘the agency’s base ievei resources (supplies and
services) for on-going IT activities would be reestablished at $819,000 SEG annually.”

" 6. ' The Govemnor has recommended ‘additional funding for ‘the ‘agency’s IT base
budget (supphes and servxces and pennancnt pmperty) as follows i '

: -'TAB'LE' 1

Recammended 1997.99 IT Base andmg Increases '
o (SEG Funds} ' :
"’Fu’ndiag Category: = R s 2100798 w0 199899
Cemrhumcanbns Links o o oLt $431000 $29,100°
Software/Hardware. Mamwnance S N 37,100 . 50,900
. DOA IT Mainframe User Charges (Z{magmg Pro;ect) ..o 183 400 . 334400
~‘Data Entry (Imagmg iject} T . (Rt 16,600 - : 16,600
. Software Purchases . . .. 3 _5{)0" @ B 20900#__ |
Hardware Purchases® coeo. . 0600 150200
_TOTAL 52300 $601200

“Includes $14, 000 of ﬂnc-t:me fundmg
YOnetime ﬁmdmg ; R N
' “Funding to estabhsh a base ‘to support a-"four-y'ear hardﬁfarg replacement cycle.

7. In the context of the agency’s overall budget for on-going IT-related activities, the
proposed increased funding generally appears to be reasonable. The preponderance of the
increased funding ($808,600 SEG of the total biennial increase of $1,053,500 SEG) is-related to
two items:

+ First, a significant.increase in user charges to- ETF for increased access to the DOA
mainframe computer is expected as the agency implements its new-records imaging system.
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o ».Second, in accordance with DOA IT infrastructure. standards, additional funding is
;3mvzded to.establish a funding base to allow for replacement of the agency’s. IT infrastructure
cqmpment on an averaga fcur«year cycle e

| 8 - Howcvcr, 1he Conmnttee could make zhe foilowmg modiﬁ;:auons to the
. -Gavemor s recommendations for base level IT. funding relating 1o these to items:

» The budget detail supporting the agency’s identified hardware needs for the 1997-98
- fiscal year totals to $129,600. SEG rather than.the $140,600 SEG recommended in the budget.
Accordingly, the Committee could delete $11, 000 SEG .in 1997-98 for hardware purchases.

.. »The amounts- recommended by the Governor include one-time funding of $31,500 SEG
in 1997-98 and $20,000 SEG -in.1998-99 attributable. to software purchase costs. However,
$I4 000 SEG of the $43,100 SEG identified in 1997-98 for communications links is also one-
time funding associated with a: cabic line mstallanon Accordingly, the Comxmttee could place
that 314 OOO SEG in 1997»98 also in the one-time fundmg category

' "'9. | P‘mally, it. may be noted that ETF is: heavﬂy involved on an on-going basis in both
the operation of its existing comprehensive database system (WEBS) and a variety of apphca&ons
development projects requested in this and previous biennial budgets to modify and enhance that
system. “As a result, it-is reasonable to assume that the agency’s base supplies and services and
permanent property costs for IT services will continue to be mcreased in future budgets. To

facilitate the Legislature’s abﬁity to-monitor and review these expendstums, the Committee could .

adjust: the ‘agency’s budget structure to establish a separate numeric. appmpnatwn ‘within ETF’s
single stamtoxy appropriation for general administrative operations. If the changes outlined above

are. adop’ted a total of 81, 260,300 SEG in 1997-98" and $1,420,200° SBG in: 1998-»99 would be D k

shlfted within’ the agency s general administrative appropriation 0 2 new numeric appropnauen-' -

for IT' fundmg This new numeric appropriation would be used solely for IT supplies and services
and. permanent propcrty cxpenditures ETF would still have the flexibility to expend its total
statutory appropriation total as it determined was necessary, but it would have to request approval
from the State Budget Office to transfer funds between the two numeric account appropriations
that would be established under this appmach With a separate numeric far IT costs year to date
and total annual expenditures for IT supplies-and services and permanent property. costs would
be readily ascertainable. IT funding would also be automatically base budgeted under the
biennial budget process.

. Alternatives toBill
Al.  Approve the Governor’s recommendation to provide $452,300 SEG in 1997-98 and

$601,200:SEG in 1998-99 for increased base level fundmg for: ageﬂcy IT supphes and services
and permanent property:-costs. :
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o Modxfy the Governor’s re:commendaﬂan by deleting : (a) $94, 300 SEG annually
of bast-de¥el funding in unallotted reserve budgeted for ‘expiring IT project positions; and (b)

$11,000 SEG in 1997-98 of excess hardware acquisition funding;

Alternative A2 ' SEG
£ 1997-909 FUNDING (Change to Bill): - © -$199,600 |-

@ Modify the Govemor’s recommendation by: (a) reallocating from base level
unallotiedteserve funding $51,900 SEG annually to the appropriate permanent salary; fringe
benefits and supplies and services lines under the agency’s general administrative appropnanon,
(b) reallocating from. base level unallotted reserve funding $104,300 SEG amua}ly for
programming costs and $164,700 SEG annually for IT user charges to the supphes and services

. line under the agency’s general administrative appropriation; and (c} shxftmg $I4 000 SEG in

1997-98..

om base-buﬂdmg supplies and services fundlng to one-time fundmg

; Modlfy--:the -Gc_}vexnor 8 recom_mendauon by estabh_shmg- a s_epa;ratg apprgpriation
numeric—for ETF’s IT supplies and services and permanent property expenditures and shift
$1,260,300 SEG in 1997-98 and $1,420,200 SEG in 1998-99 within the agency’s: gfmeral
admzmstrauve appropnatmn to this new appropriation numeric for IT fundmg

' B. - APPLICATIONS DEVELOPMENT FUNDING

Diééi:ssinn Points

10. The agency s IT system applications devc}opment and installation costs are funded

._ from a separate continuing appropriation. One-time funding provided to this appropriation in

the 1995-97 biennial budget has been removed from the base budget appropriation as a standard

‘budget adjustment. . However, under a continuing appropriation, even if no addmonal funds are

- appropriated in a subsequent bienmum any.funds previously agpropnated continue (o remain

available until expended

11.. At the end of April, a tc}tal of $2,717,100 SEG remmned avazlable in this
appropriation. Of this amount, $2,200,000 SEG is reserved for contracted costs assomated with
the actual implementation of the agency’s optical imaging records conversion project, which is
expected to commence in the next several weeks. The remaining funds are budgeted for nine
systems development projects associated with WEBS and reengineering progecis associated with
recent legislation affecting federal tax compliance issues (1995 Wisconsin Act 302) and
converting certain WRS-covered educational staff from a calendar year to a fiscal year basis for

determining annual earnings (1995 Wisconsin Act 381).
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.12, The Governor has recommended providing additional funding in the 1997-99
blenmal budgf:t for the agency $ apphcatxons developmem appropnauon, as follows: .

- TABLE 2
Recommended 199’7~99 IT Applications i)eveiepment Fundmg Increases
(SEG Funds)
FundmgCategog o aeees 199899
| Ccnvcrsmn Fundmg .t %90000 ¢ 590,000
' Interactwe Vo:ce Res_ ozase g et T
: One~t1me Ha.rdware and Scftware Purchases . 1.06,900' 0.

: W ST TN T R T v
LTE Staffing o000 00 o0 v 0o 0 e . 38000 .. . 26700 .
Development Costs 256,400 320,000
Contract Programmmg Costs 71,500 95,500
One-time Hardware and Software Purchases. .. -0 ..o 23000 . 0

TOTAL $642,000.. . __$§l4;4°0

o '13’§ ' Rallovgr pm_,rect The Governor has rcconnnended that 390 000 SEG annuaily be .
"a;zprapnazed in unaﬁotted reserve to fund the costs associated with the development of a separate
' 'accounung subsystem for accoum balances disbursed from. other tax*quahﬁed fetirement plans.

that are relied into the WRS. ‘Provisions of 1991 ‘Wisconsin Act’ 141 directed the ‘agency to
develop such a capabzkty, however, the reqmrement does not actually go into effect until ETF
develops and promulgates implementing administrative rules. Because of a complex number of
interest crediting issues, the agency has determined that a separate accounting subsystem will
_lzkely be requzred to track these balances. Until the subsysiem is in p}ace, ETF will be unabie

ta promulgatc: the uecessary ac}nnmstrauve rules

" 14. "The agency B budget request mrranve discusseci three possxbie soiatmas to the
devc}oymﬁnt of snch a su’osystem '

« Incorporation of ‘the required system changes into the WEBS system. The agency’s
request indicated that this first option would be the "most administratively-practical” method and

Page 6 Employe Trust Funds (Paper #361)




_ xdenuﬁed a system deve}opment cost of $}{39 700 SEG (a}though a need for other unspecxf;cd
system testmg and nnplamemaﬁon cests was also mcntxoned} '

: . Deveiopmem czf a nustom;zcd stand»a}one system under c(mtract w1th a systems
' éevelopznent vendor. E’i‘F mdacatcd tha,t prse:hrmnary estimates under the second ‘option for
conxract;ng for thcse servxces ranged from $138,000 SEG 10 $229,000 SEG A ‘more recent
estimate from the agency puts thc ﬁgum at $182 900 SEG The Govemor has recommended total
' funding of $180 0(}0 SEG far the. project spht evcnly bctween two ﬁscai years;

-......* Parchase of an off-the-shelf accounting package was indicated as a third possibility. It
:__'_was suggested that such a_package cmﬂd ccst consxéerably less than the deveiopmem of a
_customized. subsystem (eithcz m-house or. by a vendar) However, ETF mdlcated that staff had
'yct to Jdentxfy such a suxta'ble avaﬁabie systcm o

- ' 5 It appears there could be cost—effectwe optzons ava;iable to the agency mat have
- not been fully explored with respect to. 1mplemenung the roﬂovsr accaunung subsystem

: _Therefore, a cemplete review. of the optzons would seem desmable befere the Leglslatnre commits

_funding for the ;:«x'aject The Canumttee could transfer $9G GQO SEG a:muzliy from unalicatt:ed

_reserve under E’I‘F’s autemated operatmg systems appropnaﬁon and piax:e: the. totai amount of this
fundmg ($18{) 000 SEG) in the Committee’s supplemental SEG appropnatxon in 1998~99 for
release under s. 13.10, The Dcpartment could submit-a request for release of these funds once
it had thoroughly reviewed and identified the most cost—effacuve approa,ch for devsiopmg the
. accounting subsystem for tax-_qnahﬁer;i. disbursements from other ._r.et;remcnt :Plans

-}'6 Inreractwe vozce response (IVR} sysrem Wlth r_cspect bo the :nteracuve voace

K response system snppert ;:osts of $63 2’_0 EG in- 1997-98 __an $82,200 SEG i m 1998-99 these i

_ proposed expendxtu;res appe,ar to relate 'more to the opcratwn of the system once it has been

 installed than to system acquisition and devclopment Accordingly, the Committee could provide

~ these funds under ETF’s general admxms{ratwe appropnauon ra:her than nnder 13:5 automatad
'operatmg systems appropnahon _

_ . 17 _ Reengmeermg prOJBCIS Wn:h respect to these rccozmnended ex;mnd:{ures {a} the

L’I‘B fandmg would provzde tempora:y staffing back-up for pemanent empieyes who would be
detailed to a project team involved in the two reengineering projects associated. with autemauon
of the retirement annuity calculation process and the accurnulated sick leave conversion process
for state employe annuitants; and (b) the one-time hardware and software purchases would fund
acquisitions related to the development of on-line access to WRS employer administrative
manuals. These components of the agency’s request appear reasonab}e and Justxﬁed by the
supporting budget detail.

18.  With respect to the systems reengineering activities for which ETF is requesting
funds for development costs, the agency has listed thirteen different projects that it wishes to
undertake to make modifications to its database system to incorporate files and processes that are
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_ not currently operating on that system. The agency has identified the following specific
reengineering projects: (a) automaxed remement mmmty rewcalczﬁatsons (b) conversion of axmuzty
files; (c) conversion of accumulated sick leave conversion credits files; (d) enhancement of its
database system for azmmty functions; (e) automated calculation of retirement benefit estimates;
| '(t} systemngeneratcd retirement apphcanon ma.xiers, (g) automated rcmement annuaty check
~ processing; (h) retirement annmty file maintenance; (1) year»end tax processmg of annmty
:__payments [0} automation of mailers and extracts for annuitants (k) on-line access for general
" inquiries for employer manuals; and @ genc:ra} mqumes fcr fonns and dccuments on«hne access.
These twelve projects for which the development funds are being requested seem reasonable.

_ 19 In addxucm to t,hc above twelve prq]ects ETF listed as a thxrteenth rcengmeenng
" project a fuadmg ,requcst for $48 000 SEG annually for various appixcatwns enhaucement projects
‘to WEBS. Costs associated with these projects include funding needed for computer usage and
for staff to test the operational reliability and validity of each complcted system enhancement.
A further review. of the detail assoc;ated with these WEBS enhancements has identified likely
'_ _totai_ biennial pro;cct ‘costs of $79,400 SEG rather than the biennial total of $96; 000 SEG
___recommended by the ‘Governor. Since these enhancements. are all one-time activities, the
" Committee could provide the Tevised total funding of $79,400 SEG on a one-time basis in 1997-
' ____'98 raﬂler than prowdmg $48, 000 SEG annuaily This moélﬁcaum would xesult in net bmnmai
'_savmgs of $16 600 SEG. [A‘ithough the ﬁmdmg wou}d be provxéed on a one-time basxs, it would
_:_remam avaﬂab}e to the agency under a ccntmmng appropnatzon until cxpcnded Furﬁwr, it
":wouid not be base buﬁdmg for the purpose of the ncxt bzenma} budget]

20.° ’Wxth respect to the contract pmgramm.mg fundmg of $7I 500 SEG in 1997-98 and.
$95,500 SEG in 1998-99, recommended by the Govemor, the DaparMcni had ongmaliy

L "rcquested 2.0 F’I’E pro_;act programmers to assist with the 13 database conversion projects. The .

~ Governor’s recommendation denied the project positions.  Instead, the saiary and fringe benefits

"fundmg assoczated w1th these posluons was mstcad rea}.located to the appmpnauon 3 supphcs and
services lme for the pu:jpose of contracnng fcr the necessary ;)rogrammmg ‘assistance fer thcsc
'pro_]ects "Since ETF views these programming efforts as limited in duration (hence, the request
for project positions), the question may be raised whether these funds should be provided as one-
_time funding or on-going, base-building basis. Accordmgiy, the Committee may wish to provide
'the $71,500 SEG in 1997-98 and $95,500 SEG in 1998-99 for contract programming as one-time
' fundmg The Committee could then review any coatmumg need for this level of contract
_programmer fundmg as part of the 1999»2()91 bienmal budget process.

 Alternatives To Bill

Bl.  Approve the Governor’s recommendation to provide $649,000 in 1997-98 and
$614,400 SEG in 1998-99 for new application development funding.
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@ Modify the Governor’s .recomrimndation by deleting $48,000 SEG annually that
is recommended for WEBS enhancernent project and instead providing $79,400 SEG as one-time
funding for this purpose in 1997-98. '

Alternative B2 SEG

1997-89 FUNDING (Change to Bill) - 316,600

Modify the Governor’s recommendation by: (a) providing $71,500 SEG in 1997-98
and $95,500 SEG in 1998-99 for contract programming as one-time rather than base level
funding; (b) providing $63,200 SEG in 1997-98 and $82,200' SEG in 1998-99 of on-going
operational funding for the proposed interactive voice response system under ETF’s general
administrative appropriation rather than under its automated operating systems; and (c)
transfemng $90 000 SEG annually from unallotted reserve under ETF’s automated operating
systems appropriation to the Committee’s supplemental SEG appropriation in 1998-99 with the
understanding that the Department could submit a request under s. 13.10 for a suppicmentauon
from these funds once it has thoroughly reviewed and identified the most cost-effective approach
for developing an accounting subsystem for tax-qualified disbursements from other retirement

plans.
“ Prepared by: Tony Mason AZ- ff} Aq _ B e
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Paper#362 . 1997-99 Budget . May 14, 1997

_To: . Joint Cémiit_&:e__'on Finance

- From Bob Lang, Director
chisianve F;scal Bureau

_Employe Health Tnsurance Data Collection Activities (ETF)

_CURRENT LAW

_ .. A separate health insurance data collection and analysis appropnaﬁon is provided under
"ETF to enable the Group TInsurance Board to contract for these services relating to the
' development of enrollmfmt and membership mformatmn for the state gmu;: health insurance

program. The funcimg pn'mded in. the }995-9”? hudgat for ﬂms appropriatxon was deszgnateci as
~ one-time: funding. . _ :

GOVERNOR

Provide $320,900 SEG in 1997-98 and $300,900 SEG in 1998-99 to continue health
insurance data collection activities for the Group Insurance Board. The recommended funding
would provide for: (a) vendor contracts to maintain ETF’s state ampioye health care enrollment
database; (b) actuarial services in connection with the negotiation of premium rates with state
employe health care providers; (c) annual surveys of employe pammpant satisfaction with their
health pians and (d) a Gna-izme study of the sources of complmnts sencemmg empleye health
plans.

DISCUSSION POINTS'

1. The a:géhcy’;s separate health insurance data collection and analysis appropriation
was first established in the 1992 budget adjustment act and was originally funded at $80,000 SEG
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-in 199 1~92 and $300,000 SEG in: 1992~93 :«md in each ﬁscal year thereafter through 1994«95
As part of its 1995-97 blenma} budget request, ETF again sought a continuation of the $300,000
SEG base funding 1evel in thlS apprepnatzon in both 1995 96 and 1996 97.

2. Hewe:ver dnrmg the Committee’s dehberauens on ETF’ s 1995-97 budget, areview
of actual health insurance data collection and ‘analysis ‘expenditures - indicated that this
appropriation had been consistently overbudgeted in prior years relative to the agency’s actual
needs. In addition, ETF was only able to 1denﬂfy potennal 1995-96 health data collection and
analysis costs of $257,000 SEG which would be funded from this appropnanon Finally, it was
determined that no detailed budget had been. daveioped for this appropriation for the 1996-97
fiscal year.

3. . Asaresult of this analysis, the Committee reduced base level funding by $43,000
SEG in 1995-96 to ;::mv:de a total of $25’7 000 SEG in that fiscal year. For 1996-97, the entire

$3{)O 000 SEG of base level funding was. de}eted with the understanding that ETF cauld return.
to the Committee with 2 supp}ementauon request under 5. 13.10 of the statutes, after a detailed

1996-97 budget had been developed. ETF subsequenﬂy proposed a. 1996-97 budget of $290,700
SEG for activities funded from the appropnat;on -On June 27, }997 ‘the Committee approved- )
the requested supplementation, but specified that the funds be considered one-time in nature
rather than base-building. This action was taken so that the Committee could review the. detailed
fundmg needs for the appropnatxon as part of its deliberations on the 1997-99 biennial budget.

_ _b;énnmm, as rccommended by the Govemer is summanzed in the tabie beiow Each compenent
. of the rﬁcommcnded budget is then revxewed in the &scussmn pomts whxch foilow the. table

Recommended 1997-99 Health Data Collection and Analysis Budget

(SEG Funds)
Type of Ccmacmal Serviee .. . - 197:98 1998:99
.Actuanai Servaces for Negot:ataon of L _ . o S
: Hzaith Care Provxder Premium Raies o . $41_,40’€}. _ $41,400
Daxa Entry Services for Health Insurance o o ) _
Emo}]ment Database L ' o _ 67 700'_' 61,700
Database Maintenance and Access Services ' 120,400 120,400
Annual Survey of Participant Satisfaction
with Group Health Insurance Plans 71,400 71,400
Complaint Database Development 2{9()(}0 s -—0—
TOTAL . $320900 $300,900
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5. Ac:uanal Semces The Depa.rtment retams a consultmg acmary to ass;st the
Group Insurance Board in the annual negotiation of premium rates with health plan providers.
-~ The consulting actuary utilizes. information in the .membership enroliment database to develop
___.unlzzanon and cost targets for each pian The acmmy then compares thesc target premxum rates
~-with the. actuai bids- subnuttcd by each. hca}th pian Where the propased bid and the target
premium rates fall outside an estabhshﬁd range,. nﬁgﬁﬁauons may be undertakcn w;th selected
- plans regardmg the subnntted b;ads While. plans. are not requxred to revise their bids, ETF

.indicates that some have done so, rcsultmg in lower premaum rates. Smce the developmam of
-the Department’s hudget request for the actuarial services funded from thls appropriation, a new
- actuary. has been selected at a rf:duced cost of $37 500. SEG annually, rather than the ongmal
estimate of $4} 400 SEG annually Accordmgly, the. Comm;ttee could delete $3 900 SEG
annuaﬁy from the budgetcd levels reccmendzd hy the Govemor

' 6. Dzzza Entry Servzces Cmrently, ETP ccntracts With a venéor to prov:de m~hcmse
data’ entry ‘of health insurance enmllmcnt and subscnber mfarmauon -The current enrollment
database contains, for each state group. health insurance plan pammpant comprchcnswe
information on such items as:the identity of each subscriber and dependents of the subscriber,
. relevant demograpmc data for the subscriber and depen(iems cmpioyer data, ali relcvant health
plan coverage information. for the subscriber and dependents, data on third party coverage, source
of premium payments and complamt ﬁhngs Whenever this mformatzon changes, the revxsed data
is incorporated into the database. Since the de:velopmcnt of the Depa:tment s budget requast for
the health insurance data collection and analysis appropriation, a new vendor has been selected
- to provide these data entry services at a reduced cost of $40,500 SEG.annually, rather than the
or‘xgmai esumate of $67 700 SEG annuaily Accerdmgly, the Camnuttee couid delete $27 20(}

7 Darabzzse Mazmenance and Access Serw,ces The actual haa}th msurance
mcmbcrshlp enmilment database is, operated on a propne:ary system owned by the contract
administrator (Grant Thamton) The: admzmstra;tor mmntams the database and provzdes ETF w;th

..ongoing access to it. . Data in the system is constantiy being revised and, Jpermits the preparatzcn
- of a:series of monthly. status, trend, and error-control. Teports which ETF uses in the overall
management.of the health i insurance program. Thc De;aar{ment has identified appraxunately three
dozen types of reports which are now generated ona monthly basis from the enrollment database.
The budgeted database maintenance and access costs ($120,400 SEG annually) reflect estimated
_computer usage, storage, access and printing charges associated with data input and the
development of staff reports.. These budgeted costs also include. tachmcal asmstance fees charged
. by Grant Thomton. These fees are incurred when ETF staff requzre assmtance in tha redesign

of the existing database in order to: pmpare specxal z'e};orts

8. '_ Smce thc devciopment ﬂf the Depamnent 8 bndget request fcr thxs appm;manon

increased fzmdmg requirements of $31,100 SEG amuaﬁy have been 1dcn&ﬁed by E’I’F to meet
estimated additional usage charges associated with accessing the database. The agency is '
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proposing to meet these newly identified increased costs by applying the savings identified from .
:_':thcz actuanai and:data entry servxces* vsndor t:ost decrcases prevmusly noted

9 Fallowmg mqumes coneemmg the nature of these additional iisage charges, ETF
"'_’new indicates that much of the increase has been identified by Grant Thornton bt has not been
~passed on to ETF ‘because of conditions in the current vendor contract. Further to the extent that
”"E'a(idxtmnal user charges are ulnmateiy passed on to the Department, a quf:snon may ‘also be raised
Cas to whether a portion of this increased usage is attnbutable to the agency’s staff accessmg
_ __mfermauon in the database in ‘the furtherance of their regulax oversxght and administrative duties.

~ If this is the ¢ case, 10 the extent ‘that the increased Costs are passed on to the Department in the
_future, an a:gument can be made that such costs ‘should be supported instead from the agency’s
gencral program operanons appropnatmn 'Thus unu} it 1s determined: (a) how much, if any, of
the increased usage costs will'be passed on to the agency; -and (b) whether any such costs should
 be. appomoned to E’I’F’s administrative appmgnatmn a case can be made that no additional
: _'_'fundmg for database maintenance and access servzces above the amount rccommendcd hy thc o
. Govemar should be budgeted at th;s tsme = O A

e "'"'10.' " Hewever, if the Comzmttee behcves the $31 100 SEG as:mually shouid be provzded
it could SO by approvmg the Governar s ‘recommendation: This action would allow ETF tokeep
' the equivalent amount of savings identified above that would be realized from reduced actuarial
“and data entry cantract{)r costs and ap;yly thﬁse amounts to the éata base mmntcnance and access

' function S

N 11 Amzmzl Pamczpant Survey. The Depamnent pmposes cxpcndmg $7I 400 SEG
o 'axmua}}y to contract thh a vendor 1o ccmtmue its annuai survey of health plan:subscribers. ‘The

e '_-.'smay asks-a: random sample of msured pamaxpants “about their perccpuons ‘of the care’and

‘services prowdcd by their health ;glan “The results of the survey. are published annually as plan -

) _"'report cards™ which are mciudcd in the information pmvxded to employes and annuitants as part

of the axmual hea}th msurance dual cho;ce cnraihnent process. The budgeted figureis based on

" the cost of pnor year’s survey done by the UW. Survey Research Lab, adjusted to accommodate

) antxczpated mﬁatzonary increases. ETF indicates that @ new DOA procurement bu}iatm lists
_ several vendors who maght be avallable to gerferm the survey in aédmon to the Survey Research
Lab; however no potenﬂa% ‘cost ‘savings’ have yet been 1dent1fied as a resuit 0f the mcreased-'
3 vendor compeunon to perfarm the survcy

_ 12 Bevelopmem af a Compiamt Bazabase 'Thc Department has proposed usmg one-
_ f_txmc ftm:hng of '$20,000° SEG in' 199798 to” contract ‘for the development of an enrellce
*‘complaint database. This fund:ng wou}d be used to hire a consu}tant to evaluatc the best way
of collecting and reporting information on state group health insurance plan enrollees” complaints.
This propesal is an outgrowth of a Legislative Audit Bureau audit report of the state group health
- msuranca ‘program issued in March of 1996. The andit recommended” zmp}amennng procedures
t(} {a) document and arxalyze aﬁ comp}amts receivcd by BTF from plan paxtzmpants and {b)
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- ensure that'complaints regard the state employe group health insarance plan that are recczved by
-+ the Office 'of the' Comunissioner-of Insurance also'be collected and analyzed by ETF.

13.  Since the time ETF developed its original budget proposal on this item, the agency
has begun an examination of the feasibility, potential costs. and possible benefits for agency user
access of transferring the health Imsurance enrollment database from the proprietary system
operated by Grant Thornton to the agency’s own comprehenswe database system currently being
used for Wisconsin Retirement System. It appears that a thorough examination of this option is
warranted, especially in view of the access charge question raised above. - = -

14.- . Thus, it:could be ‘argued that providing funding to begin a complaint database
project may- ot be the ‘most efficient use of resources by ETF at this time. This is because the
new health insurance enrollee complaint management database would reside on the Grant
Thornton proprietary system and there is a reasonable potential that an in-house alternative to that
system may be selected. as a result of the _agency’s review. If the Committee believes that this
view has mem it could deny provxdmg $20,000 SEG in 1997-98 for the complaint database

pro;ect

: 15 . Alternatively, ‘the Committee could place the funds in its supplemental SEG
appropriation for future release to ETF in 1998-99 under s. 13.10 following the conclusion of the
agency’s review of what is the most cost effective location:of the employe health-care database.

~16.- Further, ‘to ensure that the Committee has .an opportunity ‘to: feview as soon as
possible the issue of the potentlai transfer of the employe health insurance enmﬁment database
 to ETF, the Committee could choose to ot provide ETF at this'time with the $120,400 SEG in
" 1998:99 recommended for database maintenance and access services. Instead, these funds could
also be placed in the Comnuttee’s sup;;lemental SEG appropriation for future release to ETF
under s. 13.10 following the submission of a report by ETF on the results of the agency’s review
of the best location for the employe health care database. Addressing this issue before the release
of continued funding for 1998-99 for the current system would help to ensure that if it is
determined that the development of an in-hotise system would be cost-effective, steps could begin
to be taken in 1998-99 to plan for the conversion. '

ALTERNATIVES TO BILL

1. Approve the Governor’s recommendation to provide $320,900 SEG in 1997-98 and
$300,900 SEG in 1998-99 for continued health care data collection activities.

Modify the Governor’s recommendation by adopting one or more of the following
alternatives:
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oo
S 1! Delete $27, 200 SEG annually fmm the: funds recommended for data entry services -
and $3,900 SEG annually from the funds recommended for actuana} services to reflect decreased.

contract Costs,

'_ F 1997»@9 FUNIJ!NG {Gharage to Btii)

'  Adopt either b, (z) or bi2):
(1) Delete: $20m SEG of enemme fundmg recommcnded in 1997-98 for the
ﬁevelepment of a heaith msurance enrollee r;omplamt managcment system e

S ._’.'_1'§§?-',sé_.'f'ziﬁﬁ'zﬁa.'(chah:'gé'_t_d 'éiély'; '; 5200

\ Place $20000° SEG of one-time fundmg in 1997-98 in the Committee’s
Nsupslemental SEG appropriation in:the: 1998-99 fiscal year for:release to ETF under s.
+:13.10 following the conclusion. of the agency’s review: of what is. thc most cost-effecnve

lecatwn of the t:mploye health CaIe: databasc e e S et

' Place the fuxxds rccommended in: 199&99 for. ‘database maintenance. and access.
-;serv;c 4or the current: proprietary- database systern in the Commmee s suppiemema} SEG

_:__appmpnanen for xeleasa o ETE. under--s---lB 10 followmg its 'submission. of a TEeport to. the
i Comttce on: the feambxhty, possxble benef tS{and potent;al COsts: of shxfnng the. semployc health
_insurance - database from the current. vender s propne;axy systam 10 the' agency 's-own database

3 system S
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Paper #363 1997-99 Budget May 14, 1997

To: Joint Committee on Finance

From: Bob Lang, Director
- " Legislative Fiscal Burean - =

ISSUE

Supplies .and Services Cost Increases -- Mailing and Forms Production Volume
Increases

[LFB Summary: Page 214, #6]

CURRENT LAW

ETF has base level supplies and services funding of $420,400 SEG annually for
“participant and annuitant forms costs and associated mailing expenses.

GOVERNOR

Provide $21,000 SEG in 1997-98 and $22,100 SEG in 1998-99 t0 meet costs associated
with a projected 5% annual increase in the volume of pammpant and annmiam forms and
associated mailing expenses. o

DISCUSSION POINTS

1. Since 1993, the rate of annual increase in the total number of participants and
annuitants under the Wisconsin Retirement Systern has never exceeded 2.25_% ;mr year.

2. In addition, the forms volume increase acmaﬂy expenenced durmg the last two-
year period for which data is available was less than 0.7% annuaily

3. Accordingly, the Committee could modify the:bill by :deieﬁng- $10,500 SEG in
1997-98 and $11,100 SEG in 1998-99 for volume-driven forms production and mailing cost

Employe Trust Fund (Paper #363) Page 1




increases. This modification would result in providing total ‘additional funding of $10,500 SEG
in 1997-98 and $11,000 SEG in 1998-99 which would be sufficient for ETF to accommodate an
overall 2.5% annual volume-driven cost increase.

s b s

——
o

g MODIFICATION TO BILL _ L
\\'L\‘ M

T Modify the bill to provide $10, 500 SEG in 1997-98 and $11,000 SEG in 1998-99 for
increased participant and amzmtant forms costs and associated mailing expenses.

Modification SEG
1997-89 FUNDING (Change to Bill) - %21,600

Prepared by: Tony Mason
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Legislative Fiscal Bureau
One East Main, Suite 301 » Madison, WI 33703 « (608) 266-3847 « Fax: (608) 267-6873

May 13, 1997

TO: Members
Joint Committee on Finance

FROM: Bob Lang, Director

SUBJECT: Budget Issue Papers

Attached are budget issue papers, prepared by this office, on the following agencies:

» Wisconsin Housing and Economic Dcveloprnent Authnnty

* Clean Water Fund
* Department of Natural Resources - Forests and Parks

These agenciéé have been scheduled for executive action by the Joint Committee on
Finance. The meeting will be held at 9:00 a.m. on Thursday, May 15, in 119 MLK Building,

Joint Finance (back of Senate Chambers).
MO# &‘ h; zzsz&Q. )
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Forest Landowner Grant Program. . 5
Local Fire Department Equipment Assxstance Grants
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Wisconsin Housing and Economic
Development Authority

(LFB Budget Summary Document: Page 649)

LFB Summary Items for Which Issue Papers Have Been Prepared

Item # Title

T2 Safe Dnrﬁ(mg Wé_tér Loan Guarantee Program (Paper #940)
5,7 Small Business Loan Guarantee Program (Paper #941)




Paper #3940 1997-99 Budget May 15, 1997

~ To:  Joint Committee on Finance

From: Bob Lang, Director
 Legislative Fiscal Bureau

ISSUE

Safe Drmkmg Waier Loan Guarantee Program (WHEDA and Clean Water Fund)-

{LFB Summary Page 652 #2 and ?agc 113 #9}

CURRENT LAW

WHEDA administers-several loan guarantee programs related to business development
-and environimental contamination remediation and pollution abatement.. WHEDA is typically
authorized to guarantee up to 90% of the principal value of the loans. -

GOVERNOR
Creaté a safe drinking water-loan guarantee program to guarantee up to 80% of the

principal of loans for projects that 1 improve the quality of dnnkmg water in water systems not
owned by the local units of government.- ' S .

WHEDA would be allowed to guarantee collection of a percentage, not exceeding 80%,
of the principal of an eligible loan. The ‘Authority could establish a single percentage for all loans
guaranteed or establish different percentages for individual loans. The total outstanding principal
amount for all guaranteed safe drinking water loans-would not be allowed to exceed $3.0 million,
unless the Joint Committee on Fifiance,’ under-s.-13:10, permits the Authority to increase or
decrease the total outstanding guaranteed principal amount. A request for additional authority
would ‘have toinclude a projection that compares the next June 30 balance; less the amount
necessary to fund guarantees under the program and to pay outstanding claims, with the same
balance if the request is approved.
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R&quxre WHEDA 10 enter inté @ guarantee agreement with lenders wishing to parncapatc
in the program. Consistent with the terms of the program, WHEDA would be allowed to
determine the form of the agreement, any conditions upon which the authority may refuse ‘to
enter into a guarantee agreement and the procedures required to carry out the agreement,
including default procecim'es and the guarantee percentage for each loan. Further, allow WHEDA
to establish a review panel, cons;stmg of experts in the finance and drinking water systems area
to provide advice about lending reqmmments and issues related to the loan guarantee program.

Direct the Depaxtment of Naturai Resources (DNR) to: (a) in consultation with the
Deparﬁncnt of Administration (DOA) to -promulgate rules, consistent with the federal Safe
Drinking Water Act, for determining whether a loan is eligible for a guarantee; {b) determine
which loans would be eligible for a guarantee; and (c) with the approval of DOA, to transfer
funds from the SEG and FED safe drinking water loan program appropriations for financial
assxstance to the WHEEDA dmzkmg water r&serve fund

WHEDA couid {)n}y use the Wasconsm dnnkmg water reserve fund to guarantee sa:fe
drmkmg water ioans W{EDA could guarantw a 103.11 under the program if all the followmg_

apply:
a. The borrower is not a local unit of government;

;. Theborrower:is either:-(a):an owner of a "community water system"(a public water
: -systcm that ‘serves at least 15 service conmections used by ys:a.r—mund residents orregularly serves
at least 25 year round residents); or (b) is the owner ofa pu’ahc not for profit - water system | that
_;._ls not a commumty water system (for exmpie, a pnvate schsml)

| 'c.' " The Ioan as deterxmned by })NR would
(1) facllztate comphance w;th national pnmary drmkmg water. rcguiaﬂons, or

(2) otherw1se szgmﬁcant}y further the health prezecuon 0b_}€CtiV€S of the federa} Safe
Dnnkmg Water Act.

o, The iendcr of 2he }oan enters into-a guarantee agreement Wiﬁl WHEDA

Reqm;:e WHEDA to! subrmt an ;mnuai rcpm*{ on the number and total doilar amoun{ of
ioans guaranteed under the program and the. dcfalﬁt rate on the 1oans : o

Speczfy tbat ai} loans guarantﬁed under thxs program weuid be backed by the moz:ai
nhlzgation of the Legislature to appropriate any funds necessary to meet the obligations crcatcd
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~DISCUSSION POINTS -
Background

: 1. -~ The bill would create a safe drinking waterloan program, administered by DNR and

DOA, as well as a safe drinking water loan guarantee program administered by WHEDA. and
‘DNR: - The safe drinking water loan program would provide subsidized loans to  local
governments to plan, design, construct-and modify public water systems, if the pro;ects comply
Wxth natlﬁnaj primary dnxzkmg water regulaticns E : . e

2: Nonwgovemmenta} pubhc water sy-stems would be ineligible for direct loans to plan,
design, construct and modify their system: These entities would be ineligible because the federal
-grant that primarily -funds the program is blended with state issued general obligation -bonds.
While proceeds from Wisconsin general obligation bonds can be used to fund capital
improvements, the proceeds cannot be provided for non-governmental capital improvements,
unless the:improvements accrue benefits to the state. For example; bond proceeds cannot-be used
to-replace a water system, but could-be.used install improvenients that would protect groundwater
-(or any waters of the state) from contamination. Consequenitly; the bill would allow direct loans
to the owner (whether or-not a-local government) of a‘community: water system or a nonprofit
community water system for various water source protection activities (such as easement
purchases, education, water source assessments and wellhead area protection).

3. The bill would create a Joan guarantee program to assist private parties in meeting
=state-and . federal drinking water requirements. Technical modifications would be reqmred to
'prowde the proper CIOSS: reference for WHEDA’S loan guarantee act;vxtxes s e

Fundmg

4. Elzgibie loans wouid be guaranteed by ﬁmds dep@sxted to the W1sconsm dnnkmg
water reserve fund created under the bill. The reserve fund would consist of deposits from the
safe drinking water loan program, funds received for the program by any other source and the
interest income from the fund.

5.:; DNR, with the approval of DOA, would be provided the authority to transfer funds
from the safe drinking water loan program. No estimate of the fund transfer is included in the
bill. WHEDA would be required to regularly monitor the fund balance to ensure:a balance of
at least one dollar for every four dollars in total outstandmg guaranteed pnm:ipai authorized

under the program.
6.  The bill-requires a 4 to 1 reserve ratio to be maintained in the Wisconsin drinking

water reserve fund (one dollar in reserves for every $4 in outstanding. guarantees). = Other
provisions in the bill would increase the reserve ratio for most of WHEDA's loan guarantee
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programs backed by the Wisconsin Development Reserve Fund (WDRF)to 4.5to 1. The reserve
ratio for the Wisconsin dnnkmg water reserve fund could be made consistent wzth the WDRF
ratio. : .

e gL WHEDA indicates ‘that - the: legal and other: administrative costs.associated with
* establishing a safe drinking water loan gua:amee pmgram would be approximately $100,000:in
‘the biennimm. The estimate is ‘based on the: start-up costs associated with WHEDA's other loan
‘guarantee programs. .However, the bill'would only allow the transfer of funds to maintain the
guarantee reserve ratio (up to $750,000 based on $3.0 million in: guarantee authority under the
bil), but not to assist with WHEDA’s initial administrative costs. Under its other guarantee
programs; “WHEDA" covers “much" of its -administrative: ‘costs: associated  with issuing loan
-guarantees: from the balance in the WDRF The WDREF is funded from the direct. appropriation
‘of funds. origination or. other fﬁCS assoclated wzth makmg 10ans as wcil ‘as the interest: eammgs
'.:Oﬂ the fund haiance - S i i, : AT - . . — ;

i B To cover W}{EI)A’S ct)s,ts assecmtcd w;th estabhshmg the guarantee program the
':Comnnttee ceuid c}anfy that DNR has: the authority: under-its federal general administration
- appropriation, to cantract with WHEDA to administer the loan guarantee program. Federal safe
“drinking water revenues: should be sufficient to:cover WHEDAs -administrative costs. -

Loan Guarantees

9 W}{EDA S gnmary mission: is to prov:nde ﬁnancmg for (a) affordabie ‘housing. for
: -lowu- and moderate~1nceme ;necpie, -and (b) busmess development “As-a.result, WHEDA’ _

i expertlse related 10 ?rowdmg ﬁnam:mg to entities to meet’ envuonmentai concerns is 11mited o

Further, WHEDA officials indicate that programs ‘aimed at spcc:1fic environmental concerns and
that requzrc specialized technical expertise are difficult to market to lenders in that: WHEDA has
to educate the state’s :ﬁnancm} community about the availability and requirements of the
programs Therefore, “other . than the: expired: recycling - loan: guarantee ‘program, many -of
WHEDA’s emrlronmental guarantee yregrams have gone unusad (snch as the ciean air: act a.nd
the: agnchermcai cleanup: ioan guarantee programs) N e : Foali

10. WHEDA also indicates that their direct loan programs and most of the loan guarantee
program’s-activity generally involve private: ‘business-and housing development activities rather
than the more public:infrastructure improvement projects that counld- be guaranteed under the
pm;msed saf& dnnkmg water loan’ guarantee pmgram, fewni Ceee e TR

11 The bﬂl would provxde DNR three: posmons to adxmmster thc dn'eci iaan and some
of the loan guarantee program activities. The DNR staff would assist WHEDA with much of the
engineering and technical aspectsiof the guarantee program and assist in determining the potential
costs of particular projects. - The bill would require. DNR: to promulgate rules.on-what projects
and ‘costs would be eligible underthe program.--DNR indicates that those projects eligible for
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loan guarantees would go !:hmugh the same application and processmg procedures as projects for
the direct loan program. In addition, DNR and DOA would have to determine the size of an
eligible loan because the agencies would need to know how much funding to transfer to the
Wisconsin drinking water reserve fund to back each loan. DOA indicates that WHEDA’s
primary role under the program would be to determine the borrowers ability to repay the loan,
" Therefore, unlike WHEDA's current environmental programs, WHEDA Wﬁlﬂd not have 1o rely
heavily on its own staff for environmental expertiss. =~ : :

12.  Eligible borrowers for the safe drinking water 16an ‘guarantee program would be
either: (a) an owner of a "community water system" (a public water system that serves at least
15 service connections used by year-round residents or regularly serves at least 25 year-round
residents); or (b) the owner of a public not for profit water system that is not a community water
system. Examples of entities eligible for loan guarantees would include private facilities that own
the water system serving the sxies such as cextaun private schoels mobile or manufactured homc _
parks and apartment buﬁdmgs -

13, ‘WHEDA has concems about the ablhty of the nonwgovemmemal entities that would- -
be eligible under the guarantee program to repay the loans. That is, nonprofit, or private owners
of public water systems, unlike local governments cannot spread the costs over a large number
of residents. As a result, the debt service costs per resident using the water system could be
substantial. Further, most of WHEDA’s loan and guarantee programs involve private business
and housing development activities that are expected to generate additional revenues to repay the
loan rather than public infrastructure improvement projects which do not necessarily generate
additional revenues. Therefore, WHEDA is uncertain how many guarantees could be made under
o _the proposed program and the v;abihty of any loans that would be guaranteed.

14 DOA ofﬁcla}s mdlcate that t,hc ball would allow WHEDA the option to determme
what the guarantee amount would be on each loan, therefore, WHEDA’s risks could be reduced
in that its exposure could be less than 80% on loans made.

15. ASIWi_th._the loan gﬁafa_ntees backed by the WDRE, all loans guaranteed by the

Wisconsin drinking water reserve fund would ‘be backed by the moral obligation of the
Legislature to appropriate any funds necessary to meet the obligations created.

ALTERNATIVES TO BILL

1. Approve the Governor’s recommendation, as technically modified, to create a safe
drinking water loan guarantee program in WHEDA.

N .

! | 2. Approve the Governor’s recommendation, as technically modified, and provide DNR
the authiority and $100,000 FED in 1997-98 to contract with WHEDA to establish and administer
a safe drinking water loan guarantee program.
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Alternative 2 B _ FED

1947-99 FUNDING (Change to Bill) $100,000

i ; In addmon to altematwe lor 2 reqmre WHEDA to maintain the same reserve ratio
in the Wisconsin drinking water reserve fund as for the WDRF.

4. Maintain current law (no guarantee program would be established).

Prepared by: Al Runde. ..
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