Paper #901 1997-99 Budget May 27, 1997

To:  Joint Commitee on Finance |

From Bob Lang, Director )
N Legislative Fiscal Bureau

"ISSUE SRR
Executwe Saianes {UW System)
[LE’_B Summary Page 623, #8}
CURRENT LAW

Certain state administrative positions are assigned by statute to one of ten executive salary

groups (ESG) for: whiich' salary range- limitations are: established in the biennial compensation
‘plan. - The Board of- Regents is-authorized to'set the salaxy of certam execunve p051tmns wn:hm :

Corasa percentage ef speczfied ESG saiary ranges

The Board rnay set the salary cf the Preszdent of the UW System ata }evei no hzgher than o
15% ahove the maximum salary for ESG 10, based on the competitive market for comparabie"' E

*positions-at comparabie institutions -of ‘higher -education. The chancellors of UW-Madison and

UW-:Milwaukee are assigned to ESG 10. For the foilowmg posmons, the Board is-required to -
“establish: saianes at'a level'no Iower than the mmﬁn.um sa;{ary range for ESG 7 and no hlghf:r -
than the maximum sala:y range for ESG10: (a): vice: preszde;nts of ‘the UW- System, (b)" g
chanceliors of all: uw’ System- institutions-except Madison and Milwaukee; (c}. the chancellors - .
of the UW-Center System and UW-Extension; (d) the Vice Chancellor for health sciences. at Uw-

Madison; and (e) the vice chancellor serving as a deputy at each UW campus, the UW-Center
- Systemand UW-Extension: The statutes require that the salaries of ‘these positions be set to
refléct the hierarchical structure of the System, to. xecegmze ment 10~ @erxmt ord&rly salary
pregress:on and to recogmze compeﬁnve factors R T e deibing

The Board is not pcnmtted to increase the sa}arms of UW executive pﬂsmons zmlﬁss the
increase is included’in the state’s compensation ‘plan. for ESG ;msmons Or is granted to. correct
‘& salaxy mequzty or 10 recegmze campenﬂvc factors. - N T
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GOVBRNGR st e kg
| '.-'.'i\f{odify.statutory language governing executive salaries at the UW as follows:

Salary for New Appointments. Allow the Board of Regents to estabhsh salaries for new
appointments to the above positions which exceed the maximum amounts for those executive
salary groups as established in the biemnal compensatmn plan,. prowded that the Board submits
a report to the Secretary of DOA that 3d&ntzﬁes the. competitive factors that necessitate such a

salary.

DOA Approval of Executive Salaries. Prohibit the Board from establishing the salary for
a new a_ppéintmen-t to any of the above positions, regardless of whether the salary exceeds the
specified maximum, without the approval of the Secretary of DOA. In addition, provide that-an
- increase in the salary of an incumbent employe holding one of the specified executive positions,
which is authorized by the Board to correct a salaxy meqmiy Or'to recognize cempetmve factors,
wouid be subject to thc a;aprovai cf the Secretary of DOA :

| ms:;cussmn P.ojtm:'-s_-
A. Anthorlty to exceed ESG Maxima
g ’I‘here are: currentiy 36 execuﬁv& posmons to whlch thc preposed prowsmn would

: -ap;aly the UW: System President, four UW: System vice-presidents, -one chancellor and one vice.
chancellor at each of the 13 four-year institutions, the Center System: and the UW-Extension,.and

the Vlce Chancellor for health scaences at UW Madlson E1ght of these posnmns are currently s

PR XS U‘W System staff argue that because the executive. salary gmups are deszgned for
state gnvcmment officials and do not reflect the competitive higher: education market, it is
-:.dlfficult for the: Umversxty to recruit top, candidates for these positions. = Although data regarding
“recruitment of candxéates for. -executive: pos:ﬁ:zens 1is ‘not collected, UW -staff cite -anecdotal
evidence that the restncnnn on: the saiarms whxch can be Offered has’ hmdcrcd the: Umverszty $
effori:smﬂnsarea o - : PR IR . i o

: 3. To meet the statui&ry reqm,remem that executive salanes mﬂect competitive
- factors, the Board:of Regents has adopted salary range guidelines: which use data from peer
institutions. For chancellor and vice chancellor positions; the peer institutions. are those which
were recommended by the 1984 Governor’s Faculty Compensation Committee study for use in
comparing-UW faculty salaries to those at.other institutions:: For UW-Madison, the peer group
consists of other major public research universities; for UW-Milwaukee, the peers include public
urban doctoral institutions; and for the | l'comprehensive institutions; the peers are other public
comprehensive universities in the Midwest. A separate peer group, consisting of other university
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- systems which are sxtmlar m s1ze and cemposmon to thc U‘W Systcm, is useé m deterrmmng the
L -i-"-'salanes af the System Presadent aad vice presidents. .- EELRE A

B *3-4-.' : Uncier currcnt Board polxcy, targe{cd salary ranges for UW executives are based

' on the median’ saianes of the ; peer groups. Because Wisconsin is recognized as having a lower

. costof hv;ng than many ‘other states in whlch the peer institutions are’located, the Had~p01nts of
~wthe targeted ranges ‘are set at 95% of thc peer medians,. The salary range then; is equai 10 90%
1o 110% of the xmd—pomt ' The Board is currenﬂy unable to. use-these guidelines to set the

salaries of the System President, the Chanceiiors at Madzson and Milwaukee and the Vice

- Chatcellor af' Madison because the statutory maxima for these positions are below 90% of the

mid-point salary for these positions as determined by the Board’s policy. The attachment shows

the 1996-97 salary, the mid-point of the targetcd safiary range and the relevant ESG maximum

for these positions.

5. Sineesalary ranges for the ESGs are currently determined by JCOER, the proposed

o pmvzsmn could be v;ewed_ as.a transfer of overmght from: the Legls}amrc to DOA, w}nch under

I *’the bill, would be r.espcns;bie fo: apprcvmg the salanes of new appomtments as’ well as mcreasas
' --formcumbents ' e . e e e R

: 76 In 1996»9’7 the maximum saiary for ESG 10 and thus for most of the executive
positions which would be effected by the Governor’s recommendation, is $133,640. The
maximum for the System Pres:adent is $153,686, -Salaries for.all of ‘the incumbents in these
- positions’ are cuxrentiy below the maxunum, with_most below 85% of the maximum. If the

- Board ‘would set the saiary of a new appnmtmem at: the ESG maximum, -the ‘individual- would

. earn up 10732% more ‘than, m(:ambents in_similar. positions.: ‘Such a disparity in salaries ‘could

~sresult’in ‘pressure on the Board to provxde larger or. more rapid increases in-the salam;s of

incumbents _':'i:'ﬂowever, Sﬂ 7’7 weuld not aliow the saiarzes of mcnmbents 10 exceed the current. L
7 Over the' }ong term use of the authoraty ta exceed ESG maxima, could result in

- mosi: orall uw executives recelvmg salaries in excess of ESG 10: One could: questmn, then, the
usefuiness of this method of detemnmng salanes for thesa _positions.- Tf it is believed that. the
~ESG system is’ not appropﬁatc for Umversﬁy executzves the Committee could. consider rcmovmg

these: positions from the ESG system completely; salaries of UW executives would be determined

solely by the Board of Regem:s limited only by avaﬂablc funds.. However, the current system
of estahhshmg statntory lirnits on executive saiancs at the UW provides. for legislative oversxght
--and review of the sa}ary ranges fc-r ﬂ;ese posn:wns Ramovmg UW.executive positions from the
- ESG system ‘would s:gmﬁcantiy xedace the mic of the Legislature in estabhshmg compensataon
pohcy f{}r thESC ;;osmons - _ _ Lo

8. An alternative to g‘rériﬁng the Board éemiﬁiete aﬁtherity to set executive salaries
would be to establish salary maxima for more of these positions as percentages of the ESG 10
maximum, as is currently done for the UW Systern President. For example, the salaries of the
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System vice presidents, the chancellors of all Uw comprehensive institutions and UW-Extension

.and the Center System and the vice chancellors at Madison and Milwaukee, could be limited to

© 110% of the ESG 10 maximum, whit would equal $147,004 in 1996-97. This would allow, (o

Board to establish salaries for most of these positions at, or slightly above, the maximum salary
-amounts which would: result from ‘the Board’s policy. Similarly, the maximum salary for the

__chancellors of UW-Madisor ‘and UW-Milwaukee could be limited to 120% of the ESG 10
- maximum salary,.which would equal $160,368 ‘in 1996-97, In addition, the maximum salary of

- the System President could ‘be' increased to 130% of the ESG 10 maximum. The Board.

- determined -maximim- salary for vice chancellors at all institutions except Madison and
- Milwaukee is.currently well below the ESG 10 maximum, and therefore, could continue to be
- limited to 100% of this maximum as'under current law, —_— S

B .DOA Approval of Executive Salaries

 of incumbont LayEoVision in the 1995-97 state budget (1995 Act 27) required tha the salaries
.. of incumbent UW executives whose annual salary exceeded $100,000 on January 1, 1995, e

~exceeded $100.000: ..

10::--. SB 77 would require DOA ";zi:pprbvaj_i__ of the salaxy for _a new'.épppih:tman-; to an

. executive position, regardless of whether the salary exceeds the ESG maximum. . In-addition,

~ DOA approval would be required for the Board 1o provide a salary increase for an incumbent if

:BQA"-:épprmfal{. ;

1. In order to exceed the ESG maximum, the_bii_l would require that the Board submit

to the Secretary of DOA 4 rcpc_tf{_thét"idéﬁtiﬁeé'thgj:. competitive factors that necessitate a salary

~-above the maximuny.- Administration staff indicate that criteria to be used in evaluatinga request

for such increases, while more restrictive than current law, could be'vie'wed as a. }ess restrictive
alternative than the salary freeze imposed in the _19_9559’7_: budget. :
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13, Under current law, salary increases to recognize competitive factors or correct a
salary inequity, must be paid from the appropriation or ‘appropriations from which the position
of the empioye receiving the increase is funded. Another proviston in SB 77 (discussed in a
separate issue paper), however, would allow the Board to charge the “entire cost of such an
increase to the University’s appropriation for tuition Tevenues. Enactmcnt of this prowsxon could
result in greater salary increases than would otherwise be awarded. - ' :

14. Given the Department of Employment Relations’ role as the agency pnmarzly
res;aensxble for ‘personnel: management for state’ employes, it may ‘be ‘desirable to require the
Board of Regents to obtain DER approval for salaries for new appointiments ‘and increases for
incumbents, rather than DOA, if outside approval is needed.

ALTERNATIVES TO BILL

A. Authority to Exceed ESG Maxima

1. Approve the Governor’s recommendation to allow the Board of Regents to
establish the salary for new appointments to certain executive positions at a level which exceeds
the ESG maximum salary provided that the Board submits a report to the Secretary of DOA that
identiﬁes the competitive factors that necessitate such.a salary.

F 2. ,f Deie:tf«: the Govemor s recommendation and mstead delete current statutory

\«/

Ianguage which hrmts the salanes of certain UW execuﬂve pos;tions based on state executive
salary groups. - -

e | | |
3. Delete the Govamar s: reccrmnendancn and;’ 1nst;ead prcvxde that the . Beard of

' 'Regents may establish the salaries of the foﬁowmg executive positions up to the speczfied-
percentage of the maximum saiaxy for ESG 10:

UW System Pres;dent 13{}% of ESG 10 maxxmum
. Chanceiiors of waMadlson and UW-Milwaukee, 120% of ESG 1{} maxzmum o )
e UW System vice preszdents, the chancellor of each UW mst;tuuon,_.exciudmg Madlson
and Milwaukee, the vice chancellors serving as deputies at Madison and Milwaukee, the
Chancellor of UW-Extension and the Chancellor of the UW-Center System, 110% of ESG 10

(retain current law ESG 7 floor).

* The vice chancellor serving as a deputy at each UW institution, excluding Madison and
Milwaukee, 100% of ESG 10 (retain current law ESG 7 floor).

4, Delete the Governor’s recommendation.
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B f B()A Apymvai of Exacutwe Salarzes

Zi Approve thﬂ Govertzer s, recemmendatwn to requzr@ approva} by ﬂze Secrs{ary of

. DOA of: (a) .the salary. Gf a new appointment to a- UW. executive _position; and (b)_a salary
increase of an m_cu_mbcnt 1_1__1. an.executive position to.correct a__sal_a_r_y inequity. or.to recognize
competitis’re fa::tom o - |

_ Vot e 11 M@dzfy the: Govemor S, rccommcndatmn by delcung referﬁmces to Ihe Secretary

ef DOA to, instead, refer: o the: Secreta:y of the- Department of Empioymcnt Relations. .

AR
3',} Delete the Govemor S recommendation

Prepared by: Merry Larsen _
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ATTACHMENT

UW Executive Salaries

Mid-Point
1996-97 of Salary Range
Salary {95% of Per Median) ESG Maxirnum
UW System Executives
President $149,179 $187,724 $153,686
Senior Vice President 120,000 133,276 133,640
Senior Vice President 120,000 133,276 133,640
Vice President 107,750 116,266 133,640
Vice President 107,250 116,266 133,640
Vice President 105,950 116,266 133,640
Chancellors ‘
Madison 129,720 206,541 133,640
Milwaukee 126,000 160,031 133,640
Eau Claire _ 113,560 121:524 133,640
Green Bay 105,450 121,524 133,640
La Crosse ' 107,750 121,524 133,640
Oshkosh: 107,750 121,524 133,640
Parkside 102,600 121,524 133,640
Platteville 105,600 121,524 133,640
River Falls 107,250 121,524 133,640
Stevens Point 111,000 121,524 133,640
Stout 167,750 121,524 133,640
Superior 102,000 121,524 133,640
Whitewater 107,750 ' 121,524 133,640
Centers* 102,700 121,524 133,640
Extension® _ 116,600 121,524 - 133,640
"Madison - ST 128,000 160,056 133,640
Milwaunkee 113,375 134,981 133,640
Eau Claire 95,999 101,534 133,640
Green Bay 99,960 101,534 133,640
La Crosse* ' 98,940 101,534 133,640
Oshkosh 99,999 101,534 133,640
Parkside 97,000 101,534 133,640
Platteville* 98,880 101,534 133,640
River Falls 99,960 101,534 133,640
Stevens Point* 100,600 101,534 133,640
Stout 98,940 101,534 133,640
Superior* 91,290 101,534 133,640
Whitewater* 99 500 101,534 133,640
Centers ’ 96,390 101,534 133,640
Extension 100,000 101,534 133,640

*These positions are currently vacant; salaries shown are those of the individuals who formerly held these
positions.
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Paper #9002 . . 199799 Budget -~ May27,1997

1 To Jmnt Camnntte:e on Finance

From: Bob: Lang, }Z)arector :
Legislative Fiscal Bureau |

: CURRENT LAW

s 'I’he Board of Regcnts has ihe authenty tc set separata tumoﬁ ratcs for state reszdents and
: nomesxdents and also for-different classes: of students; extension courses, summer: sessaons and
-_such other stadms or courses of mstruction -as the Bﬂard deems advzsable AT ety

GOVERNOR

: DISCI}SSI{)N POINTS

R I The Board of Regems has tradmonaﬁy estabhshed tu;tmn k:veis based m:; a'- =
- ponstatutory. . formuia which: identifies. separate tuition: categerzes based on: resident . status,
- academic level {unde:rgraduate -graduate or pmfessmnal prc}gram) and msnmnona;{ ‘cluster

(dactoral compmhenswe and center: campuscs) b . S T T

el Currenﬂy, mﬁerent tumon rates are: charged ai Madzmn, Mtlwaukee zhﬁ 11
comprehenswe institutions and the: UW .Center campusa’ At each institution or. ciuster, all
resident undergraduate students are cha,rged the  same “tuition ' rates as are all nonresident
“ undergraduate . students.- - Until' ‘the instifution -of ‘2 spec:tal fee “charged to nonresident
undergradnates at, Mﬁfhﬁﬁﬂ for the imiprovement of unﬁiergraduaﬁe ;}mgrams in:1991-92; studems
paid -the - same thition. rates. at- Milwaukee and: Madzson Prior to: 1‘989«% there. were -no
.. differential tuition rates by major programs except for: medar:al and ‘'veterinary students.: Since
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then, spemal fee increases have beén: approved for studeﬂts enrolled in the law school and master
of business programs.

3. A special fee for technology services was implemented at Madison in 1993-94,
representing the first such fee which was campus-specific and was for expenditures which did
not have a GPR component. A similar technology fee was implemented at Milwaukee and the
comprehensive campuses in 1995-96, . ...

4. In the past, differential tuition rates have been included by the Board of Regents
as part of the University’s biennial budget request. Requests for such tuition increases were
based on the costs of specified improvements or expanded activities to be made within a program
on the campus; the proposed increases were evaluated by the Governor and Legislature on the
basis of their impact on the students involved and the perceived need for the additional funds.

5. In 1995-96, the Board of Regents-conducted ‘a study "to’ focus -on policy and
practice which need to be changed or fine-tuned to facilitate the performance of the UW System
in the 21st Century.” The final report of the study, issued in May, 1996, included a number of
recommendations  to be implemented at both the state and System levels.: One of these -
recommendations was to permit UW institutions to propose differential tuition rates among
themselves and by program within an:institution. The rationale for this recommendation was that
each  institution:-"has -some unique programs  with strong demand and/or -special - operating
costs...fand that] allowing institutions to’ propose differential tuition will help. accommodate
variances in demand, allow for the fair coverage of marginal costs, and provide the ability to
charge market rates for some programs.”

B 6. While the Board of Regents may approve differential tuition proposals frem_
'campuses at any time dunng the bwnnmm, as yet, three institutions have requested, and received .-
approval from-the Board, to charge differential tuition rates beginning in 1997-98 as follows:

. UW-Madison Doctor of Pharmacy (Pharm. D.) Program. :Students enrolling in
the new pharm. D. program, which will replace the current bachelor of science-pharmacy
- program, will be charged tuition that exceeds the current graduate tuition. Since the new program-
-will beé a six-year program, students will be charged undergraduate tuition for the first two years.
‘The higher graduate tuition amount, which will be determined as part of the UW System annual
budget in July, 1997, will support the costs of additional instructional- staff, externship
coordination, student services, administration, supplies and expenses, and capital. According to
- UW System staff, the differential tuition is expected to generate additional tuition revenues of
apprommatefy $35{} 099 in 1997 98and $40{3 000 in 1998-99 : o

L UW La Crosse Allzed Healtk programs. A 20% tuition surcharge will be apphed

~for students -admitted to-the occupational therapy and physician - assistant programs, which: are
undergraduate programs, and the physical therapy program, which is a graduate program.- The
surcharge 'will be ‘phased in with students paying an additional 10% in 1997-98, and 20% in
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-1998-99. Students will not be charged the higher rate until they are accepted into the program.
The surcharge was requested’ due to the relatively high cost of allied health programs and the
demand for admission to such programs. In addition, average starting salaries for graduates of

allied health programs are ‘considerably higher than the average for all La Crosse graduates. It
is estimated that ‘additional’ mmcn revenues wﬁi be apyroxnnately $I7 9{}0 in 1997-98 and

: $104 20(} in 199&99 :

T TEE UW Eau Clazre Undergmduare ngrams ~‘Beginning in- 1997-98, all
- undergraduate students will be charged an additional $50 per semester. Revenues generated from
the surcharge ‘would be used for enhancements such as’ freshman seminars, ‘service-learning
-programs, faculty/student collaborative research projects, internships and special senior courses.
Additional revenue from-the surcharge ‘is -estimated ‘at ‘$900,000 in 1997-98 and $936,000 in
1998-99. Approximately two-thirds of the additional revenues would pay for the salaries and
fringe benefits for 10.0 faculty and staff members and student help, with the remaining funds
~ being used for sapplzes and services. The tmtlon increase was appreved by the UW-Eau Clmre
Student Senate : - : R : :

sl g In addmen to the‘initiatives at the abovc institutions; in June 1996 the UW Ceriter
System: rece;ved approval from the’ Board to gradually increase tuition at the Centers from 82%
-of ‘tuition at the comprehensive campuses to 87% beginning in 1996-97. This initiative resulted
in an: addmonai increase of I 5% in 1996—97 above the regular tuztmn mcrease at the Centers

=N Under current Board: pokcy, ‘a tuition revenue target, which is based on expected
'enroliments, is ‘calculated for each institution: An institution is permitted to retain 75% of ‘any
additional revenues collected due to-higher enrolimients, or changés in”the mix of students
~(resident and nonresident, undergraduate and graduate); the remaining 25% is pooled and

;_._:_dasmbuted to: campuses “which experience a ‘shortfall in tuition revenues: However, accerdmg to. .

UW System staff, institutions which ;mplement differential tuztion rates will be aliowed toretain
100%: of the add;t;enai tuition revenues generated : :

H A The Umted Councﬂ of UW Students opposes the nnpiementatmn of differential
tuition. :In addition; at'public hearings-on-SB 77, a number of individuals’ expressed concerns
‘regarding differential tuition. Issues-which have been raised include the following:

. Some students who cannot afford the tuition charged at the nearest campus may
not have the option of attending a lower-cost institution due to the locauon of famﬁy, 30b or
residence or the cost of commuting or moving. L :

. * In public testimony, students indicated that because a common perception is that
higher tuition means higher quality; institutions may increase tuition to attract more students, and
increase revenues, which could result in competition among campuses and ‘in escalating ‘tuition
rates at all campuses.
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_ .. ‘Some students: may have to select a major program on the basis of cost, rather than
.thmr mtercst in the ﬁeld of. study or petennal career opportumt;es e

: 10 The abﬂzty to charge dxfferential mman rates 18 wx&un the Board’s authomy
Under cment law, the Leglslature sets the ‘appropriation for tuition revenues: whlch Tepresents
the upper limit on the amount of tuition revenues that can be expended. Expendmxre of additional
revenues requires approval by the Governor and Legislature. In the past, special fee increases for
. individual programs or campuses.have been included in the University’s budget request because
-additional expenditure authonty was required. A provision in SB 77,-however, would allow the

Board to expend tuition revenues in-excess of the appropriation amount set by the Legislature.
(This provision is discussed in.a separate issue paper.)  Without. this proposed flexibility, the
Board would be able to approve differential tuition rates; but, presumably, the. Leg;siature wouid
have to. approvc the expendlmre of the addmonai revenues. e S

1} thle the Comm;ttf:e 1s nef, bcmg asked to appmve the spemfic tmtmn increases

| noted above given the concerns exprcssed regardmg differential tuition, :and the Jimited - -

legzsla.tzve overszght ov&r thesc mmanves the Comnuttee may w1sh to consuier restnctmg the
-.expressed facus on: undergraduate tumon at the comprehenswe campnses, a requxrement couid
be ‘established that the same tuition rate. apply: to -all resident aundergraduates: attending these
Anstitutions.. Such a provision: would not affect the differential tuition initiatives ‘which: have
already been approved for the center campuses, the UW-Madison Pharm. D. program or the UW-
La.Crosse physical therapy program. It would, however, prevent. the-tuition increases for La
Crosse’s: occupational: therapy and. -physician assistant programs and Eau Clzure 8 ba;;caiaureate
: degree program, singe these are. undergraduate programs : s e

R 12 A less restncnve a.ppmach woulci be to ailow the unplementatmn of dafferentxai: :
" _'imimn ratcs at the cemprehenswe ‘campuses; ‘but to limit the differences in tuition rates among'
the campuses. This could be done by requiring.that.the tuition-rate for-any undergraduate
program at a comprehensive campus could not exceed the tuition rate for the lowest cost
_ undcrgraduatﬁ program. at-a comprehensive: campus by a specified percentage. " In 1996-97, the
- tuition rate at comprehensive. campuses is $2,143 per year.  As an example, if' dszemnual tuition
had been in effect this year..a.5% limit would have permitted a maximum: tuition rate of $2,250,
or $107 more than the $2,143 actuaﬂy cha,rged

ALTERNATIVES TO BILL
‘L. -Medify the tuition-setting authority of the Board of Regents to require that the

same - tmmm and - fees -(excluding . student segregated  fees) be established for all resident
undergraduate students at the-11 comprehensive institutions.: o : :
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/“) Modlfy the tuition setting authority of the Board of Regents to specify that the
tumon tate (excluding segregated student fees) paid by undergraduate residents for any academic
program at a comprehensive institution could not exceed the tuition rate of the lowest cost
undergraduate program at any of the cemprehensxve institutions by more than:

‘a.’ 5% above the lowest tuition rate; or

b. 10% above the lowest tuition rate.

3. '“Z‘akc no action. |

Prepared by: Merry Larsen
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: __,:Et»tsm . Y N A
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TUHARSDORF YN AL
. ALBERS .Y N A

. GARD ¥ N A

. KAUFERT Y N A
“LINTON ¥ N A
cOGGS Y N A
BURKE Y N A
ZDECKER Y N A
GEORGE Y N A
JAUCH Y N A
/WINEKE Y N A
SHIBILSKI Y N A
COWLES Y N A
PANZER Y N A
AYE NO ABS
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Representative Albers

 WORKFORCE DEVELOPMENT--CHILD SUPPORT

State Directory of New Hires

Motion:

Move to provide that, if the Committee adopts a civil penaity for noncompliance with the
new hire reporting requirements, DWD would be required to provide notice to the employer and
provide the employer with an opportunity to correct the noncompliance prior to assessing a

~ penalty.

Note:

Paper #992 includes two alternatives to impose a civil penalty for noncompliance with the
new hire reporting requirements, as allowed under federal law. As recommended by the
Governor, the budget bill does not include a specific penalty provision. Under this motion, if
a penalty is adopted, DWD would be required to provide notice to the employer and provide the
emp}oyer with an opportamty to correct the noncompliance prior to imposing a penaity

MO# /@J?

JENSEN XN A
LEHMAN. M. .y" N a
HARSDORF - N A
JALBERS NN A
ZGARD ¥ N A
KAUFERT XN A
LINTON X N A
BURKE N
DECKER % N :
GEORGE XN A
JAUCH

WINEKE ff :: :
SHIBILSKI A N A
COWLES X N a
PANZER ¥ ON A

. "Yﬁﬂ:i NOWQ._ ABS
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Senator Jauch

WORKFORCE DEVELOPMENT -- CHILD SUPPORT

State Directory of New Hires

Motion:

Move to modify the provisions regarding new hire reporting requirements to:

a. Clarify that "support collection purposes” as used in this item, is part of the state

location service under current law.

b. Specify thét when 'infonnaﬁozi in the hiring reporting system is used for purposes
other than child support and paternity establishment and enforcement, that the purposes are
limited to those specified in current federal law.

C. Provide that when information in the hiring reporting system is used for purposes
other than child support and paternity establishment and enforcement, no person rmay use or
disclose the information for any purpose not connected with the administration of the other

programs.

Note:

Ttem (a) ensures that the state directory of new hires is administered as part of the state
location service, which is part of the child and spousal support law under the current statutes,
including any requirements or limits on disclosure of information in the location service.

Ttem (b) specifically limits the use of information in the directory, in addition to child and
spousal support purposes, to those specified in federal law, including unemployment and worker’s

compensation programs.

Item (c) specifies that when information in the hiring reporting system is used for purposes
other than child support and paternity establishment, that use and disclosure of the information
is subject to the same requirements as apply to use and disclosure of information in child support
and paternity establishment programs under the cnrrent statnfes.

Motion #2125

wor A

JENSEN
LEHMAN, M.
HARSDORF
ALBERS
GARD
KAUFERT
LINTON
COGGS

AR

PR pEDDb

BURKE AN A
ZDECKER TN A
GEORGE N A
1 JAUCH ¥ N A
WINEKE XN A
SHIBILSKI AN A
COWLES AN A
PANZER X N A

Ay;e_}_{é_ NOQ ABS_.



APPENDIX.

ot

New lee Repomng Reqﬂl!‘ements Ifﬁde_r__ Eéderél Law

| Under. the 1996-federal welfare reform legislation (P.L. 104-193), state child support
-enforcement plans must include the provision that by October 1,-1997, states. will operate a
directory of new hires. However, federal law provides a grace period tied to the meeting
schedules of state legislatures for provisions that will require state law changes. The federal
Department of Health-and Human Services (HSS) has notified DWD that the effective date for
-the.new hire directory may. be extended until April 1, 1998.- The follsawmg sections outline the
federal reqmrements relatzng to-this: provzsion e s _ :

Estabhshment States must estabhsh -a- directory. to which employers: and labor
organizations in the state must fumxsh a report for each newly hired empioyc (as defined under
provisions relatmg to federal i income tax. withholding); unless reporting could endanger the safety
of the cmpleye ‘OF .COMPpromise: an ongoing investigation or. intelligence mission. - States that
-alrcady ‘have new: hire reporting - laws may continue. to follow. the provisions.of . their: own, law .
-antil. Gctober 1; 1998 at. which time states must confozm to. federal Iaw : e

Emglezer Informatxon Employers must famush to the staie dxrectary the name, address

‘-.and socxai security . number of every new employe-and the name, address and. identification
number of the- employer.. Multistate employers. that: report electromically .or magnetically. may
report: to: the single state they designate; such employers must notify HHS. of the name. of the
-:-demgnated state.. Agencies of the U.S..Government must report directly to the: natmxxal directory
of new hues which 1 is estabhshed as part of a number of expans;ons 1o the federal pareni‘ lecator

- service.. L ST I S

Empiayers must: report. new hire znformatmn within. 20 days of . the date of hire.
Employers that.report new. hires. eiectromcally or by. magnemc tape must file twice per month;
reports must be separated by not less than 12, ‘days and not:more than 16 days. States may require
more frequent reporting. The report will be made on a W-4 form or the equwalfc_nt and can be
transmitted magnetically, electronically or by first class mail. The decision of which reporting
method to use is up.to employers.

Civil Penalties on Noncomplving Employers. States have the option of setting a civil
penalty for failure to comply with these provisions. The penalty must be less than: (a) $25; or
(b) $500 if, under state law, the failure is the result of a conspiracy between the employer and
employe to not supply the required report or to supply a false or incomplete report.

Entry of Emplover Information. New hire information must be entered in the state data
base within five business days of receipt from employer.
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Information Comparisons. By May 1; 1998, each state directory must conduct automated -
matches of the social security numbers of reported employes against the social security numbers
of records in the“state casereglstry bemgenfom@dbythe state ‘agency and report the name,.
address, social security number, and the employer name, address, and identification number on
matches to the state child support agency. In addition, the state must transmit a withholding
‘order dxrectmg the empicvyer to- withhold wages inaccord with the' child support ‘order. These
activities -must occur wul:nn two b’asmess days after the data is- en’tered into the new hlre
dlrect(}ry : : : R . ! : - . T : :

Transnnssmn of Infannation to: Nataena} }}ﬂectorv Within: three ‘days after data is
icntered into'a state directery, the state must fiirnish ﬁmp}oye information to the national directory
of new hires for matching with the records of other state case registries. ‘The state directory must
also report quarterly to the national directory information on wages and unemp}oyment
compensanon taken fmm the reqmrcd qua:terly report to: the Secreta:y of Labor e

 Other ﬁses of New ﬂn‘e Infonnatzen The state chzld support agency must use’ the new
--hma mfcrmatmn o' locate” mdxwdua}s for pmposes of “establishing * paternity a8 well as
'-estabhsinng, modlfymg and enforcmg chﬁd support obligations. New hire mformanon must also
be disclosed to the state agency administering the TANF, Medicaid, unemployment compensatmn
food stamps, SSI and territorial cash assistance programs for i income eligibility verification, and
to state” agencies administering unemployment  and workers” ‘compensation programs to assist
determinations ‘of - the a}lowablhty of ‘claims. *State and ‘local’ government agencies faust
participate in: quarteriy wage reporting to the state employment security agency unless'the’ agency
performs: mtelhgence or countennteikgence functlons and' it is determined that wagc reporting
could endanger the safety of the employe or compromise an ongoing investigation or intelligence
‘mission.- States may d;sciose new hire mfonnatm to agenczes workmg ‘under’ contract wﬁh the
b Qhﬂd Supp@ﬂ agency LA . : o . SRS

- Disclosure ‘to_Certain Agents. - States using private contractors are-allowed to share
mformatmn obtained from the dzrectory of new hires with private entities working under contract
'w;th the state agf:ncy anate contra.ctors must campiy wzth pnvacy safeguafds REES
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Paper #993 1997-99 Budget May 27, 1997

" To: Joint Committee on Finance

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

ISSUE
Hospztal-Based Patarmty Estabhshment (Workforce Deveiopmen s Child Slrpport)

{LFB Snmmary Page 75{} #13 (a) and (b)}

'CURRENT LAW "

Under current law, for a birth that occurs en route to or at a hospital, the party that files
the birth certificate must give the mother a pamphlet regarding birth certificates. The pamphlet
mustinclude information on: (a) how to'add the name of the father of a child whose parents were
-not-married’ at any ‘time from the ‘conception {0 the birth of ‘the child (through voluntary
-acknowledgement of paternity ora paternity action); (b) the Jegal significance and future medical
_-advantages of: havmg the: father 's-name on the birth- cemﬁcate and (c) the avaﬂabﬂity of chlid"

' suppert cnforcement and patemity establzshment services. '

If the chﬂd’s pa;rents are not mamed at the time of bzrth the ﬁimg ‘party must give the
‘mother a copy of a‘form prescribed by the state: registrar for the voluntary establishment of
paternity. If the mother provides a completed form to the filing: party while she is a patient.in
the hospital -and w;thm five days after: the blrth the ﬁ}mg party must send the form dlrecﬁy to
the state registrar. - :

- The state registrar charges $10 for making alterations in a birth certificate to reflect a
paternity acknowledgement.” The fee, which is currently paid by the -parents, is charged for
ackriowledgements: of paternity made in hospitals and other acknowledgements of paternity.’

GOVERNOR

Modify ‘provisions regarding hospital-based acknowledgements of paternity as follows:
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ac v Provide $72,000 in fedéral temporary assistance to needy families' (TANFE) funds
each year and require the Department of Workforce Development (DWD) to pay a financial
incentive to the party that files the birth certificate (generally a hospital administrator or attending
physician) for correctly filing a paternity acknowledgement form within 60 days after the child’s
birth. Although not specified in the bill, the flmdmg amount assumes that the incentive payment
would be $10.

b. Provide $72,000 in federal TANF fu.ndg.éach year and require DWD to pay the
$10 fee charged by the state registrar for makmg alterations in a birth certificate to reflect a
paternity acknowledgement.

DISCUSSION POINTS

wood . - Federal- law requires states to implement procedures. for a simple civil process for
voiuntamly acknowledgang paternity under which the state must provide that, before a mother and
a putative father can sign a voluntary acknowledgement of paternity, the mother and putative
father must be given oral and written notice of the alternatives to, the legal consequences of, and
the rights and responsxbﬂxtxes that arise from, signing the acknowledgement. The state procedures
must also include a hospital-based program focusing on the period immediately ‘before or after
the child’s birth.

: 20 Ah:hough fedcral Iaw ;:equ;res states to: 1mplement hosmtal-based programs for
voluntary - acknowledgements -of - paternity,the . Governor’s recommendations- to -provide an
incentive payment to the party that:files the birth certificate and to require:DWD to pay the fee
charged. for making. altcratmns in'a bmh cemﬁcate to- rcﬁact a patemzty acknowledgement are

not. reqmred by federai law

3. The Department has reestzmated thc cost of the budget proposal assummg an
effective date of January 1, 1998.  The revised estimates for the:$10 financial incentives to
hospitals are $27,000.in-1997-98 and. $72,000 in 1998-99. The. ﬁrst-year estimate is $45,000
lower than the amount provided in the bill.. The revised estimates for paying the $10 fee for
altering a birth certificate are $45,000in.:1997-98 and $108,000 in 1998-98.  These. ‘amounts
differ from the budget estimates by -$27.000 in the first year and $36,000 in the second year.

‘These figures assume that 30% of nonmarital fathers will acknowledge paternity through
the hospital program in 1997-98 and that 40% will do so.in 1998-99; both the $10 incentive and
$10 fee for altering the birth certificate would be paid in these cases.. It is also assumed that an
additional 20% of fathers will subsequently acknowledge nonmarital births more than 60 days
after the child’s birth; in these cases, only the fee for altering the birth certificate would be paid.
Based on recent years, it is estimated that there will be approximately 18,000 nofimarital-births
in Wisconsin in each year. According to information from DWD, patemity is currently
acknowledged or established: for an estimated 70% of nonmarital births within-three years of the
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chﬂd’s birth: Patemzty is -established through a court Judgf:mem in about two-thirds of these

<o 4. Under:1995 Wisconsin Act 27 (the 1995-97 budget bill): base funding of $41.500
annually (314,100 PR and $27400 FED) was eliminated for the -hospital-based paternity
establishment program. At that time, the program was being implemented on a pilot basis in
three ‘hospitals. The funding ‘was used to provide.a $20. incentive payment for each paternity
acknowledgement form-correctly filled out and filed with.the Center for Health Statistics. Under
Act 27, these funds were instéad used for an. outreach program to inform parents about the
responsibilities of paxentmg, paternity establishment and the iegal significance .and benefits of
esgabhshiﬂg patemlty . - i - . e .

5. The Department believes that the $10 incentive payment would lead to increased
-acknowledgements of paternity occurring in hospitals. This is based on higher rates of paternity
acknowledgements experienced in the hospitals that participated in the Wisconsin pilot program
and on the experience in Minnesota. It is also argued that requiring DWD to pay the $10 fee for
modifying the birth certificate would remove an obstacle to obtammg addmonal patermty
acknawiedgements S I TRt o Y

6. On the other hand, current:law already provides a. pmceduie’ for hospital staff and

county child support enforcement agencies to assist unmarried mothers and fathers in filing

- voluntary paternity acknowledgements. Ivmay be argued that the yroposed $10 incentive payment
~would not provide: a-significant inducement for: hospital staff to pursue additional paternity
~acknowledgements. . Further, given the long-term financial and emat:onal rannﬁcatzons of
-acknowledging paternity; it-is not clear that requiring DWD (rathszr than the pamnts) to pay the

+$10.birth. cemﬁcatc fe,e would lead to: mcreased patermty acknowledgements

7. One optmn the Cozmmttee couid consuier wouid be t{) madlfy the Governor 5
recommendation to provide adequate funding for a $20 incentive payment to hospitals and to
eliminate the requirement that DWD pay the $10 birth certificate fee. The $20 incentive would
be the same amount that was provided under- the “pilot program. - This alternative would cost
$54,000 in 1997-98 and $144,000 in 1998-99; assuming a starting ‘date of January 1, 1998.
Compa:ed to the pmvzsmns in the bﬁl total fundmg would be reduced by $9£3 000 in- the first
year. L T

8. ‘As drafted, the budget bill would require DWD to-pay the $10 birth certificate fee
for paternity judgements as well as voluntary acknowledgements.. However, the intent is to.only
require payment by DWD for acknowledgements of patermty Thxs could be corrected with a
technical modification.

9. The Govemor $ budget bill included two other provisions regarding the hospital-

based paternity establishment program. The first would have required that the party filing the
birth certificate ensure that trained, designated hospital staff provide to the child’s available
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‘patents oral and- written information (provided by DWD) about the paternity acknowledgement
form and the szgmﬁcance and benefits of establishing paternity, before the parents sign the form,
and provide an- ogportunﬂy to complete the form and have the form notarized in the hospital,
The Department “would have been required to prowdc trmmng o hosp;tal staff . members
cencemmg the yatemlty acknowledgement form e S - ST

The second pmv;saon would have specxﬁed that any member ef the staff of a hos;mai who
s demgnated by the hosp;tal and trained by DWD:and who' in good faith provides to a:child’s
available parents written information thatis provided by DWD and oral information about-the
voluntary paternity acknowledgemeni forni and about the significance and benefits of estabhshmg
paternity, as required by state law, would be immune from civil liability for his or her acts or
ozmssxons in provzdmv tha?; :nformauon

AnTERxATMS- m-:g ASE? -

Patermty Incentw% and Blrth Certificate Fees

R Prov:tcie SZ’? 000 FEDin 1997—98 and $72, 0(}0 FED in 1998 99 and require. }f)WD
to pay a- finanmai incentive’ to the party that files the birth' cemﬁcata for. correctly. filing a
patenuty acknowiedgemem form within 60-days-after the- child’s: bmh In-addition; provide
$45,000 FED in1997-98 and $108.000 FED in 1998-98 and require DWD to pay: the $10 fee for
making alterations in a’ blrth certificate to reflect”a paternity. acknewledgemem - This: opﬁon _

G reﬂects B“WE s rewsed ﬁsnmates of the cost of the Governcr s recemmendatmn

' Aliemahve1 _ . _F’ED;' ST
| }99?~99 FUMD%NG {Change to Base} $252 ng b
S ' __[Change to Bill. : -533 090} -

Q/ vazde $54 000 FED in 1997 98 and $ 144 OGG FED in 1998 99 and requxre E)WD
to pa inancial incentive to the party that files the birth certificate for correctly filing a
paternity acknowledgement form within 60 days after the child’s birth. Tlus level of fundmg is
esnmated te:} be adequate to pmv;de a $20 incentive payment - i x

' Alternative 2 FER
199798 FUNDING (Change fo Base}  $198000 | .
i Change Bl -se0001|
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3. Maintain current law.

{ Alternative 3 FED
194799 FUNDING (Change to Base} $0
[Change to Bill - $288,000]

Technical Correction

_ Modzfy the bﬂl to specify that DWD would be required to pay the $10 birth
certzﬁc fe fee for acknowledgements of paternity but not for paternity judgements.

Prepared by: Rob Reinhardt

| Ma#gﬂbum X*X}#Z— + Teehlorr :Q;\ '

-~
JENSEN A N A
LEHMAN,M. 7 N A
HARSDORF A N A
ALBERS X N A
GARD A N A
KAUFERT A N A
LINTON XN A
COGGS AN A
/BURKE A N A
7DECKER XN A
GEORGE X N A
JAUCH NN A
WINEKE XY N A
SHIBILSKI AN A
COWLES N A
PANZER AN A

AYE ﬂa NO_Q._..
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Representative Albers

WORKFORCE DEVELOPMENT--CHILD SUPPORT
Hb's:pitai»‘Based. Paternity Establishment

Motion:

Move to spemfy that the provisions that would require DWD to pay an incentive to hospital
staff for filmg a patermty acknowiedgement form within 60 days of a nonmantal child’s birth

and to pay the fee charged by the state registrar for making alterations in a birth certificate would
take effect on January 1, 1998,

Note:

Under the budget bill, the provisions regarding hospital-based paternity establishment would
take effect on the day after publication of thawpill. However, the administration’s revised
estimates of the cost of these provisions assume an effective date of January 1, 1998. This
motion would modify the bill to specify the January 1, 1998, effective date.

A

JENSEN A N A
LEHMAN,M. X, N A
HARSDORF A N A
| ALBERS X N A
7.GARD X noA
KAUFERT A N A
LINTON A NOA
COGGS A NOA
BURKE X N A
DECKER AN A
GEORGE XN A
JAUCH A N A
WINEKE A NOA
SHIBILSK! XN A
COWLES AN A
PANZER X N A
AYE ;b ND,D. ABS .

Motion #3042




Paper#994 1997-99 Budget May27,1997 -

To:  Joint Committee on Finance

From: Bob Lang, Director.
Legislative Fiscal Bureau

ISSUE o

Chﬂd Snpport anacy Safeguards (W orkforce Bevelopment - Chﬂd Suppert)

{LFB Smmna:y ?age 733 #11] |

CURRE __ ':N’r LAW

“Under cu’rreﬁt state law, the Department of Workforce Development (DWD) or county
chﬁd sup;:ort agencies must disclose to a parent with legal custody of a child, upon the custodial
pa.rent s request, the last-known address, and the. name and address of the last-known employer,
o 5cf tihe chjld’$ other parent: 1f thc 0thcr parent is m arrears m thﬁ payment of suppor{ for thc chﬂd '

: -'unauthonmd use or. disciosm‘e 0f mfennatwn : elated to. pmceedmgs or actaons 0 establzsh' 5

paternity or establish or enforce child support These safeguards must include prohzbltzons on
_the release of information on: the whereabouts of one party to another party if: (2) a protective
' order with respect to the former party ‘has _bee'

ntered; or (b) the state has reason to believe that. o

the re}ease of the mformatmn may result in’ phyS;cal or emotional ha:m to the form&r yarty Er

Statcs must nnplement these sa:feguards by Ociober 1 1997.

GOVERNOR

Provide t.hat DWD or county child- support agencaes could not release information about
the whereabouts of a person: who is receiving child support enforcement or paternity
establishment services if either of the following agpiies

a. The person seeking the infonéié_iién is subject to a domestic abuse, child abuse,
vulnerable adult or haras_smem;tempprary m_stiaiping order or injunction with respect to the
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pﬁrson who is-receiving the child. suppert enfomemcnt or:paternity: establzshment services; and
the Department or county agency has notice of the restraining order or injunction; or

b. The Department or county agency has reason to ‘believe that releasing the
information may result in physical or emotional harm to the person receiving the services.

DISCUSSION POINTS

L The budget provision is intended to conform state law with the new federal
requirement.

2.

As drafted, the bill would establish the privacy safeguards only for persons who
are receiving child support enforcement or paternity establishment services. The administration
indicates that this would unnecessarily exclude noncustodial parents and custodial parents who
have child support orders in place but a:e not receiving such services. Therefore, the statutory
language in the bill could be modified to eliminate the phrase which would limit the provision
to persons who are receiving child support enfercement or paternity establishment services. |

ALTERNATIVES TO BILL

: 1 . Adept the Govemor s r@commendauan

/. Adopt the Governor s recommendat;on w;th a med;ﬁcauon tca deictc thc provxsmn

that would limit the privacy safeguards to persons who are recewmg child support enforcement
or patemny estabhshmcnt services.

=

Q.
%;_.

N

JENSEN A N A

CZLEMMAN M. X N A

P - “HARSDORE: . A N A
Prepared by: Rob Reinhardt. . . A;_.ﬁ‘%as : f’; ;: ‘:

! ! _ B SR SR it §

KAUFERT X NA

LINTON X, N A

COGGS / N A

| BURKE X N A

DECKER ¥ N A

.GEORGE .. A N A

JAUCH X N A

WINEKE" AN A
: -_-smaiusxl : }" : : _ﬁ- :

COWLES A

PANZER

KYEM 'NOD_-;;' ABS.
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Paper #144 1997-99 Budget May 27, 1997

~ To: ~ Joint Comm ittes on Finance " | *

‘From: Bob'Lang, Director
Legislative Fiscal Bureau

ISSUE
State Copy Center Equlpment for Tourism (Admxmstratma - _Agency Services). ..

[LFB Summary Page 59, #1 and Page 60 #2]

CURRENT LAW

- The Department of Administration’s Division of State Agency Services administers the
state copy centers which are utilized by agencies for document reproduction services. Costs of
the cop'y centers are recovered through charges assessed: to agencies for their use of the centers.

_G(}VERNOR

Provide $194 090 PR in 1998-99 in one-time fundmg to. purchase dlgztal col()r printing
equipment to print materials for the Department of Tourism and $62,300 PR in 1998-99 for
maintenance and supplies associated with the color printer. In addition, prcvzde $170 000 PR for
the purchase of additional postacre for mailing Tounsm s mfermatzonal brochures.

DISCUSSION POINTS

1. . Under the Gov&mor s recommendation, DOA is budgeted a total of $426,300 PR
in 1998-99 for: the purchase ‘and maintenance of color digital printing equipment, and the
purchase of additional postage for resale to the Department of Tourism. Funding for the printing
equipment: is p}aced in unallotted reserve for release by the Statt Budget Office. According to
DOA, Tourism plans to convert its tourist information data ontoa database that could customize
mailings sent to individuals requesting tourism mfermatxon DOA would then print and mail the
requested brochures for Tourism. : SR
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"2 'DOA indicates that the equipment puirchased will primarily target Tourism’s needs
and mailing volume plus any known volume of color printing from other agencies. It is DOA’s
expectation that based on Tourism’s estimated volume and the current known demand of other
agencies, a tentative per copy rate would be established, including equzpment COoSt Tecovery,
operational costs and overhead. .Tourism would then be able to compare DOA’s rates with
private costs. If Tourism decided it wanted to utilize DOA to provide the services, the State
Budget Office could release funds from unallotted reserve for the equipment purchase.

3. The bill does not provide .any additiohél funding for Tourism for costs of DOA
production or contracted production of tourism materials. Further, it is unclear if or when
Tourism would decide whether to utilize the state copy centers for production of promotional
materials.

4. Given the uncertainty about the proposal, it could be argued that an increase in
expenditure authority is unnecessary at:this time. : DOA could, at any time, develop an estimate
of the costs.for pmvxdmg color digital printing services for Tourism. If Tourism decided to
utilize DOA’s servzces, increased expenditure authority: could ‘be: requested. by DOA under s.
16.515 of the statutes.

ALTERNATIVES TO BILL

1 Approvc the Gﬂv&mor s recemnandauon to pmwda $194 OOO PR in 1998-99 in
one-time _fundzng to purchase a digital ‘color-printer: to:print ‘materials- for the Department. of
Tourism, $62,300 PR in 1998-99 for maintenance and supplies associated with the color printer
and $170,000 PR for the purchase of addxtlonal postage for mazlmg Tourism’s mformatzonal
brochures o . . S IRtE AR

o Mamtam current law,-

A!ternatwez '_ o PR}
1997.99 FUNDING {Change o lei) - $426,300
| BURKE X N A
7 DECKER A N A
N GEORGE X N A
R A "71”33"/""’ ' JAUCH XN A
S e o MO# e : WINEKE }fﬁ- A
Prepared by: Jere'Baver < ¢ : SHIBILSKI " N A
pared by- JeIe BATEL T sewsen :{,.N A  COWLES X N A
' ' ' LEHMAN; M. ~AC N A PANZER' >N A
HARSDORF ¥ . N._ A L _
ALBERS Y M A - 7
GARD AN A ‘AYE NO 7 ABS_
KAUFERT Y M A
LINTON A N A
COGGS ¥ N A
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Paper #145 1997-99 Budget . May 27, 1997

~To:  Joint Commitiee on Fifiance

: From:  Bob Lang, Director:
Legislative Fiscal Bureau

ISSUE

Auditmg Servxces Contmct (Adnumstratmn - Agenq Servxces and Program
Supplemems) i . e e e e e

[LFB Summary Page 62 #8 and Page 455 #5}

CURRENT LAW

The Dspamnent of Admmmtraﬂon is responsabie for preaudmng cla;ms for expcndﬁ;u;e
:of state funds: . The State. Controller’s Office in DOA is assigned. this. preandit. responsxb;.hty
along with reslmnszbihty for operation of the state ‘accounting system, central -payroll and other
financial reporting duties. However, these preaudit functions may be delegated to state agencies.

The cost: .of the Ofﬁce is funded by assessments against- state agencies: Program supplement: L

g fundmg is provzded to state agencies’ GPR appropﬂatzons to pay for any additional chargebacks
for the costs-of operating the State Controller’s Office that are not already included in: agenc:les
base budgefs Lo e et e e : . . . .

GOVERNOR ool

.. Provide. one-time funding of $100,000 PR ‘in 1997-98 and 1998-99 for the State
Controller’s Office to contract with a:private auditing firm to conduct additional financial audits
of state agencies to alleviate a backlog in that-office’s audits. of state agency transactions.: In
addition, provide $35,000 GPR annually in program su;apiament funding associated with the
increased- costs that would be assessed state-agencies.. :
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1. Funding for the auditing services contract would be provided from charges.
assessed against state agencies for financial services provided by DOA. The funding provided
would support a contract with a private auditing firm at $50 per hour for 2,000 bours of auditing
work per year. The work performed would entail the review of agency accounting transactions
for compliance with statutory reqmremems and DOA accounting standards, rules and regulations.

2. The State Con{roller s Ofﬁce (CSO) currentiy has a tatal of 42.0 FTEs. Within
this staff, there is an audit section which currently has five auditors (including a section
supervisor) who conduct audits of state agencies, develop state accounting procedures and analyze
agencies’ processing of financial transactions. DOA estimates that, on average, each staff
member is only able to devote 600 hours per year to the auditing of agency financial transactions,
with the remaining productive time (total annual hours less such things as vacation and sick
leave) devoted to'projects, annual rcperts, training’ and: admiinistrative activites: The ‘Department

wants to be able to audit each state’ agency. (mcludmg the. Legislature and the Ccmrts) at least' =

once every five years Based on DOA’S estimates of the amount of time each agency will take
to audit, existing staff could audit éach state’ agency oniy once every 5.7 years. = o

3. By hiring the contract auditor, DOA indicates that it could reduce the auditing
frequency cycle by approximately one year (audit each state agency approximately once every
4.7 years). The Department argues that the contracted service would thus allow for the more
tzmeiy réview of agency transactions and; therefore, enable it'to detect or nient;fy ‘problems in-

="agency cemphance with 'statutes and reguiatwns ‘The Department states that without addmonal
‘resources’ it ‘believes  that inconsistent - mterpretatzon ‘of 'policy- may occur, ‘inappropriate
‘transactions or actmtxes may nct be detccted and 1mpr0vemants to agency operatlons may be' L

s r---'deiayed

: *--4; “"The contract consultant fundm g has been 1denuﬁed as‘one-time fundmg However
if DOA’s intention is to reduce the number of years between agency audits, hiririg -a contract
auditor on a one-time basis will only reduce the time between audits for those agencies which
are planned to be audited in the next biennium. It could be argued that, to achieve the stated
goal, the hiring of permanent staff rather than one-time contracted staff would ‘be more
appropriate. The funding required for salary and fringe benefit costs for an additional senior
auditor would be $33,900 PR in 1997-98 and $45,200 PR in 1998-99. The Committee could
authorize 1.0 additional position and reduce the funding-level recommended by the Govemor by
366 1” PR in 199’?»98 and $54 8 PR in 1998-99 : .

5. Under current law, DOA"--m'a'y -dele’gate’ its ‘preauditing ‘responsibilities ‘to any
agency. The Department may also withdraw the delegation of authority if it determines that the
delegated function is not being performed according to standards. With the initiation of a new
central state accounting system (WisMart) in June, 1993, all agencies were delegated authority
for preaudit of claims for state expenditures. It can be argued that DOA’s determination to
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delegate authority toagencies is an indication of the Departiment’s general satisfaction with the

. agencies’ “abilities: to perform these functions.. -While-agencies do need to be monitored for

- compliance with-accounting rules; the fact that DOA has delegated preauditing authotity to the
agencies should reduce the need for more frequent auditing of all state agencies. Further, DOA
argues that one of the reasons it has only 600 hours per auditor for the preauditing function is
that it has been devoting resources to the development of good internal control structures in the
agencies. -As thcse are established, additional hours of existing staff should be available for
examination of agencies’ compliance with these mtemai control standarés

6.  There is no specified or required- frequency of preaudits. As one indication of the
frequency of audits, the Legislative Audit Bureau (LAB) is generally required to examine each
state agency at least once every five years. In addition, as part of its 'work in connection with
DOA’s preparatxon of the state’s comprchenswe annual financial report, the L.AB also annually
examines the acs;uracy “of each agency’s. financial statements. The Department indicates that
current emplayes will be able to conduct the necessary audits within 5.7 years. To the extent that
current staff are ‘able to spend more. than 600 hours per year. on audit activities and the actual

' amount of: time requlred 1o conduct-each audit is less than estimated, the time between agency o

audits may be reduced to closer to five years. The Committee could, on this basis, delete all
funding ($100,000 PR per year) for additional auditing services.

7. The costs of the SCO are funded by charges assessed-against-each state agency.

The function appears as a program revenue funded activity in DOA. However, for an individual

- agency, the SCO charges are initially paid from the agency’s base budget. Approximately 35%

of SCO’s total program costs are assessed against GPR-funded agencies or programs. While base

~costs for SCO charges are included in individual agency budgets, the funding for projected
+ additional SCO costs for GPR«-funded agenczes are normally included i in the pro gram supplemenis

: f:apprcpnaﬁons - - . R S U U O

8. The bill mciudes $35 000 GPR annually in the program suppiements appro;mations
for increased costs to GPR funded agencies as a result of additional assessments that would be
made for the cost of the contracted anditing services. If the Committee chooses to mochfy the
Governor’s recommendation to provide 1.0 PR position, program supplements fundmg could be
reduced by $23,100 GPR in 1997-98 and $19, 200 GPR in 1998-99. If funding for the contractor
auditing is not provided, $35,000 GPR annually could be removed from the program supplements
funding.

ALTERNATIVES TO BILL
1. Approve the Governor’s recommendation to provide one-time funding of SIOG,O{}G
PR in 1997-98 and 1998-99 for the State Controller’s Office to contract with a private auditing

firm to conduct financial audits of state agencies and $35.,000 GPR annually in program
supplement funding associated with the increased costs.
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© o 24 Provide $33;900 PR in '1997-98 and $45,200 PR in 1998-99 and 1.0 PR position
~.in.the State Controller’s Office for increased audit activities, and $11,900 GPR in 1997-98 and
- $15,800 GPR in1998-99 in pmgram supplemem ’fnnchng assaczatad with the mareased cOsts to

.State agencxes of thls staff

| '._Aftematwez o : GPR R E_B_ . "FO'I‘AL '
""1997-99 fruzeaim {Change 0. lei} | -$42300 - $120,900 -$163,200 |
1998-99 POSITIONS (Change 1o Bil) 0.00 1.00 1.00
3.. . Maintain current law.
i Al’.ternatwea B _ GPR PR TQ?AL'
1997-89 Furzome {Change to Bm) -§70,000  -$200000 _ -$276,000 |

Prepared by: Jere Bauer
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Paper #146 o 1997-99 Budget R May 27, 1997

TO Jaint Committee on Finance® -

From | Bcb Lang, Dz.rectf)r
I chzs}atlve Fiscal Bureau .

Performance Evaiuatmu Umt (Adnumstratw s Agé;ihy__-___Services -and- Program
Suppiements) SR : ol

{LFB Sumary ?age 62 #9 and Page 455 #3]

CURRENT LAW

- The" Secretary of DOA is directed to periodically make management audits of state
agencies to effectively appraise all ‘management practices, operating procedures.and organizational
structures. “The Legislativé Audit Bureau is the state entity des1gnated the responsabﬁ;ty for the
conduct of ﬁﬂanmal and program aizdlts of sia{e agencles S R

GOVERN@R

Provzde $261 700 PR n 1997 98 and $366 406 PR in. 1998-—99 a.ad 8 0 PR posmens in
the State Cﬂntroiier s office to ccmduct perfermance audats and assessments of state agencies and
: programs : ; N

Increase base level fundmg by $91 60{} GPR in 199’!-98 and $128 20{} GPR in 1998-99
in program sapplements 1o pmvade fundmg to state agencms with insufficient funds in their GPR
appropriatiotis to “pay for additional financial services chargebacks for the increased: costs of
operating the State Controller’s Office due to these staff additions.
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- DISCUSSION POINTS

L The State Budget Office and the State Con

executive budget proposals; (b) assists-agencies in‘the technical preparation of budget requests;
(¢) reviews legislation and prepares or coordinates fiscal estimates; and (d) is responsible for
general oversight and execution of ‘the ‘state budget. The SCO is responsible for: (a) state
agency accounting policy and financial 'repoz"t’ing"; {(b) operation of the state central accounting
system; (c) generating state payrolls; (d) making payments to. state ‘vendors; (e) issuing monthly
fiscal reports to agencies; and (f) preparing the annual state fiscal report.

2. The 8.0 positions (6.0 auditors and 2.0 policy analysts) recommended in the bill
are intended to create a centralized review and evaluation unit in SCO to review and monitor the
performance of state programs and agencies on a continual basis. Funds to.support these

-+« positions would come frotn chat es assessed by SCO’a'g.a_iné't state lagen_‘?i.‘.‘*s_.,f@l” financial services
provided by SCO. : o - S st

3. By statute, the Legislative Audit Burcau (LAB) is responsible for:

. conducting post-audits of the accounts of every state department at least once
every five years; PR ey,

. reviewing the performance and program accomplishments of state departments: and
e pravid_ing-"an'aﬁﬁnéi{}iuaif é)pin'ien on theState’sﬁnanmal §;ateménts__.- as. prepared
4 In addition, the LAB is required to condict a number of specific audits, such as:

auditing annually the Department of Employe Trust Funds, the Wisconsin_ Investment Board, the

Legislative Orgaaizaﬁon or Joint Legislative Audit Committee directs. The Governor méy also
direct that such special examinations be done but would be required to pay for the cost of the

audit.. Further, the LAB is authorized to provide audit services not required by law that are

requested by state departments and the federal government, and charge a reasonable amount for
such services. v et s - S T

5. The Department of Administration did not request the creation of a performance

evaluation unit in its 1997-99 biennial budget request to the Governor. This item was included
as a Governor’s initiative,
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. 6. ... DOA argues that the performance evaluation unit would provide the executive
branch thh a dedlcated audit and evaluation capacai:y 10, monitor adnnmstratlve and }egai
compliance with statutes, policies and procedures. It is indicated that the creation of this unit
would "provide a centralized means, similar to LAB’s state auditor, to revww and monitor on a
continual basis the efficiency and financial integrity of the state’s programs ' The performance
evaluation cauid address both progra:m and financial issues. :

7. ‘DOA further indicates that ‘the performance ‘evaluation unit is meant to.
complement the activities of the LAB by: (a) ensuring that LAB -audit recommendations are
implemented and are in place prior to future LAB audits; (b) assisting state agenciés to eliminate
future problems in transactions or inappropriate use or loss of state funds; and (c) evaluating and
reviewing issues that the Joint Committee on Audit has not directed the LAB to examine.

8. Since 1959, DOA has had the authority to make management audits of agencies,
utilizing teams of sPecmlzsts in the fields of purchasing, personnel, accounting, budgeting, space
utilization, ferms des1gn and’control, records management and -any other spccaa}ues necessary
to effectively apprazse all. management practices, operating’ pmcedures and organizational
structures. Given its general authority in this area and the existing staff capabilities in the State
Budget Office and SCO, it could be argued that DOA should use its existing resources to conduct
any management audits that it believes are necessary under current law. Further, it may be noted
that a total of 5.0 positions in SCO are currently allocated to audit functions: The principal
auditing arm of the state, the L.AB, would continue to be available to respond to audit needs.

9, SCO’s costs are funded by charges assessed against each state agency. The & '

function appears as a program revenue funded activity in DOA. However, for'a GPR-funded

agency, the SCO charges are initially paid from GPR funds that are then transferred to SCO to.

meet its ‘operating costs. Approx;matcly 35% of SCO's total program costs are assessed against .
" 'GPR-funded agencies or programs. While base costs for SCO charges are included in individual
agency budgets, the funding for projected additional SCO costs for GPR~funded agcnczes are
normally included i in the program supplements appropriations.

10.  The bill prov;des an additional $91,600 GPR in 1997-98 and $128 200 GPR in .'

1998-99 in program supplements associated with the program evaluation unit. If additional staff o

for creation of a new program evaluation unit is not provided, the Committee could reduce the

funding in the program supplements appropriation by $91,600 GPR in 1997-98 and $128,200 © -

GPR in 1998-99.

ALTERNATIVES TO BILL
1. Approve the Governor’s recommendation to provide $261,700 PR in 1997-98 and

$366,400 PR in 1998-99 and 8.0 PR positions to conduct performance audits and assessments
of state agencies and programs, and $91,600 GPR in 1997-98 and $128,200 GPR in 1998-99 in

Administration -- Agency Services and Program Supplements (Paper #146) Page 3



program suppiements to pmwde fundmg 1o state agencms to pay for acidmonal DOA ﬁna.ncxal
servzces chaxgebacks assomated wath tha perfomance evaiuatzon umt

Aiférﬁétivez - . GPR o gﬁ_ .  TOTAL

_ 1997-89 FUNDING (Change to Bill} - - - = $219,800 - -~ $628,100.., - . - $847,900

" 1097-99 ?GsmONS'{éhang”e By oo

=800 T . 800

Prepared by Jere Bauer S
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Paper #147 o 1997-99 Budget _ May 27, 1997

| To: Joint Committee on Financc

F:rom Bob Lang, Dzrector
" Legislative Fiscal Bureaun'"

G_i'apiiic Dgsig_n _§g_xjv_icg__(Ad_mini§trati9n -- Agéiai:y _-Sgrvices)
CURRENT LAW

The {)epamnem of Adzmmstratzon s graphic deszvn service (W;sComp) 15 budgeted at
$507,500 PR in 1996-97 with 12.6 PR positions. L

GOVERNOR

- No provision. :

DISCUSSION -"PozﬁTs'f

-' 1_ . Currently, DOA operates a graphic design service (WisComp) which provides
typesettmg, layout des;gn, desktop publishing and forms devciopmcnt services to state agencies.
The WisCOmp umt is ;ﬁmdcd by charges to state agency "customers” utilizing its services,

2. On March 2(} 1997, the Department of Administration announced that WasComp
would be dissolved as of June 30, 1997, due to declining business. DOA indicated that due to
technology i Improvements in state agencies, changes in agency business methods and approaches
and a shrinking customer base, it could not afford to sustain this operation. Of the current 12.6
authorized positions in WisComp, 3.6 positions are vacant. The Department has indicated that
the remaining employes are being provided with assistance to find other posztzons and/or
retraining. :

Administration <- Agency. Services (Paper #147) . "7 Page ¥



© 5" A determination has not yet & _ _
positions cu_rrentiy_.assigned_ to WisComp. However, the revenue source for the PR funding will
end with the termination of the service on June 30, 1997. As a result, the Committee could

ALTERNATIVES TO BILL

been made as to what will happen to the 126 PR

delete $507,500 PR annually and 12.6 PR positions from DOA’s budget.

4, . Because WisCéﬁIip is part '_of ala:rger ap '_fi;priation' (base funding of $16.5 million

PR and 90.1 PR 'positions), if no action is __takéi_}_ by. the C_Qm_x;_z__ittee,'_ DOA will have excess
expenditure and position authority going into the next biennium.

peavAte O
1. Delete 12.60 PR positions and $507,500 PR annually in expenditure authority

associated with WisComp unit in DOA which is being terminated as of June 30, 1997.

T orormatives . el

 1997-09 FUNDING (Change o Bil) -~ - $1,015,000 |

w1260

| 1998:99 POSITIONS (Change to Bil).
2. Maintain current law.
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" Representative Jensen

ADMIN ISTRATE)N

Graphw Desxgn Scmce : -
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Representative Albers

ADMINISTRATION -- DIVISION OF HOUSING

Community Development Block Grants Applications

Motion:

Move to require the Division of Housing to promulgate rules requiring that applicants, who
submitted an application in the prior award year and were determined eligible to receive a grant
but were not awarded a grant, to be automatically eligible for consideration for a grant in the

following award year without having to reapply.

Note:

The Division of Housing administers the housing rehabilitation component of the federal
small cities community development block grant (CDBG) program through a contract with the -
state Department of Commerce, which is the state agency designated by federal government for
receipt of federal CDBG funds. Under the CDBG program federal funds are provided to
municipalities for housing rehabilitation, acquisition, relocation, handicapped accessibility
improvements, public facilities improvements and economic development. Grants are made by
DOH to municipalities or county governments, which then provide deferred or low-interest loans
to individuals applicants to conduct rehabilitation projects.

Under current law, funds allocated under the housing rehabilitation program are granted
annually on a competitive basis by awarding points to each applications according to criteria
enumerated in the administrative rules. The following criteria include those Division staff must
consider when ranking applications to award grants; (1) the housing strategy of the applicant; (2)
the extent to which benefits from proposed activities will be directed toward low- and moderate-
income persons compared to other applications; (3) the amount of other funds to be combined
with the requested funds; and (4) the applicant’s efforts to further the availability of fair housing.

This motion would statutorily require the Division of Housing promulgate rules to require
that it also allow applicants, who submitted an application in the prior award year and were
determined eligible to receive a grant but were not awarded a grant, to be automatically eligible
for consideration for a grant in the following award year without having to reapply.
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Réprééif_:ﬁtatiﬁ&é Albers

' ADMINISTRATION -- DIVISION OF HOUSING -

3 Smail Cmes Coﬁ@muﬁity';])evelepmenf Block ‘Grants for'_Hbusing

Motion:

Move 1o provzde that the Dms;en of Housmg shall be required to promuigate mies ‘which
establish addxtaonal evaiuatmn criteria which -must be used by the Division in evaluating
: -appilcations for smail cmes commnmty development block -grants for housing. Prowde that
“additional evaluanon crxtena «categories. be. created to:recognize ‘and provide fact(}r pmnts for:

(D apphcatxons that - conmst cf a multi-jurisdictional program area that' includes more than one

“eity, vxiiage or ‘town Units of government, within one or:more counties; and (2) apphcations for
grants whlch would be dcsagned to service program areas with a demand for affordabie ‘housing

- that is greater than the state average. Reqmre the Division to mclude in the riles a, p;:ocedure_

for dei:crzmmng the ‘affordable housmg demands in various areas of the state to allow the Division
to consider and allocate points for applications for areas with a demand for affordable housing
that is greater than the statewide average.

Note:

The Division of Housing administers the housing rehablhﬁauon component of the federal
. small cities commumty devclepment block grant (CDBG) program th:::ough a contract with'the ..
state Department of Commerce, which is the state agency designated by federal government for
receipt of federal CDBG funds. Under the small cities CDBG program for housing, federal funds
are provided by DOH to municipalities (cities, villages and towns with populations under 50,000
and all counties except Milwaukee and Waukesha) for various housing activities including:
rehabilitation, acquisition, relocation, demolition, handicapped accessibility modifications and
public facilities improvements. Grants are made by DOH ‘to-municipalities or county
governments, which then provide deferred or low-interest loans to individuals applicants to
conduct rehabilitation projects. '

Under current law and administrative rules, funds allocated under the housing rehabilitation
program are granted annually on a competitive basis by awarding points to each application
according to criteria enumerated in the administrative rules. The following criteria include those
Division staff must consider when ranking applications to award grants: (1) the condition of
housing, income levels of households, and other data available for all applicants which provides
a measure of the low and moderate income households housing needs; (2) the percentage of
program benefit directed toward households with the lowest income; (3) the extent to which

Motion #2034 {over)



- program area have been adeguatéiy d{}ci;mented; (5) the extent to which the pmpqsed‘_activit_igs
are completely and accurately described in the _applicg;{iqn_; (6) the extent to which the proposed
activities relate to.and address the identified housing needs: (7) the extent to which the eligible -

i effs:(_:_t_i___‘{@iy___ use the 'f_u_nds';_ {4) the ex-tez_it to which housing needs in the comrﬁunity and in the

re gulatio_n_s; (8) the-extent 1o _-whichi other resources will be used n’ i:éﬁjunction_ with pro_gram
funds; and (9) the extent to which the application is complete and in the format required by
DOA. -

This motion would create in the statutes a requirement that the Division of Housing

. promulgate rules to specify additional evaiua?t__i(}n critgria'ﬁn@ier_'wfjic};__ DOHwouid be required
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Representative Jensen

ADMINISTRATION -- DIVISION OF HOUSING

For-Profit Organizations Eligibility for Grants

Motion:

Move to modify current law to allow for-profit organizations to qualify as eligibie
applicants and designated agents for all state housing programs administered by the Division of
Housing, except where expressly prohibited by federal law.

Note:

This motion would provide that for-profit organizations would be eligible for state housing
programs funding. Under current law; the statutes do not include for-profit organizations as
eligible applicants or designated agents for state funded housing programs and for most federally-
funded housing programs. This motion would modify the statutes to provzdc that for-prefit
organizations would be eligible for housing program funding administered by the Division of

Housxng, except whcre expressly proinbﬁed hy federal iaw

The Division of Housmg adlmmsters a number of state funded and federal funded housmg
loan and grant programs including: (1) local housing organization grants program; (2) housing
cost grants and loans program; (3) transitional housing grants program; (4) state shelter subsidy
grant program; (5) home investment partnerships program (HOME); (6) rental energy
rehabilitation program; (7) emergency shelter grant program; and (7) the housing rehabilitation
program (CDBG). Under current law, for-profit organizations are not eligible to directly receive
funding from the state-funded housing program. For-profit organizations are, however, eligible
to receive up to 75% of HOME funding.
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ADMINISTRATION

Housing

LFB Summary Items for Which No Issue Papers Have Been Prepared

Item # Tide
1 Division of Housing -- Supplies and Services Funding
2 Combine Appropriations for Mobile Home Park Dealers
3 Urban Hope Project

LFB Smnmm_'y Item for Introduction as Separate Legislation

Ttem # Title

4 Denial, Suspension and Revocation of Licenses
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