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Paper #326 1997-99 Budget May 29, 1997

To:  Joint Committee on Finance

From: © Bob Lang, Director
. Leglsiaﬂvc Fzscal Bureau o

ISS{}E
Aftercare Supernsxon (Cerrectwns - Juvemle Correctmns)

{LFB Summary Page 198, #11]

CURRENT LAW

Base fundmg for aftercare services is $1 862 600 PR wzth 40 5 PR posmons mcludmg
29 O aftercare agems - AT

Delete $100,000 PR and 3.0 PR positions in 1997-98 and $102,000 PR in 1998-99 for
juvenile aftercare services. Transfer aftercare services funding fromthe appropriation for juvenile
correctional services to the appropriation for the juvenile corrective sanctions program.

DISCUSSION POINTS

1. Aftercare agents provide community superwswn of Juvenﬂes following release
from institutional care. Staff ratios for aﬁercare agents are one agent for every 12 juveniles
receiving aftercare services.

2. The reduction in aftercare. "staffiizg, under SB 77, reflects lower average daily

population projections. Under the bill, the aftercare average daily population (ADP) is projected
at 327 in 1996-97,-300 in" 1997-98 and 312 in ‘1998-99. This decline in-ADP, in conjunction
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With the’ DOC«recommended staffing - ratios for aftercare agents, resulted in the Govemor s
recommendation to delete 3.0 PR agent positions from the program.

3. More recent DOC populatiori projections (March 31, 1997) indicate that aftercare
ADP is now projected at 279 in 1996-97, 255 in 1997-98 and 238 in 1998-99. This ADP is 45
fewer in 1997-98 and 74 fewer in 1998-99 than assumed under the bill. Given the DOC-
recommended staffing ratios, additional agent positions could be deleted from the base. A base
reduction of $233,100 PR and 7.0 PR agent positions in 1997-98 and $306,000 PR and 9. 0 PR
agent positions in 1998-99 could be made to reflect lower aftercare population estimates. (This
would be a change to the bill of -$133,100 and -4.0 positions in 1997-98 and -$204,000 and -6.0
positions in 1998-99.)

4. If the Committee wished to provide a more intensive level of aftercare services,
the positions could be retained. Using the revised population estimates, the Governor’s
recommendation wauid provide one agent for every 10:juveniles in 1997-98 and one agent for
every nine guvemies in 1998-99. Maintaining current law would result in one agent for every
nine Juvemies in 199’7-98 and one agent for every eight juvem}es in 1998-99.

3. Under current law, aftercare services are budgeted under the juvenile correctional
services appropriation. Under the bill, the aftercare services funding is budgeted under an
appropnatlon for the juvenile corrective sanctions program. The administration indicates that this
was ‘an error and that aftercare: services - should remain. budgeted under juvenile correctional
services. The budgetary tracking system confirms that this transfer was an:error-and the bill
should be technically corrected. The effect of this correction would be to reduce the total
~_.appropriation .for comrective sanctions and mcrease the appropnanon for Juvenﬂe correcﬂonai .
services by a. comspondmg amount. : S

ALTERNATWES T{) BASE
1. Approvc the Govemor s recommendatzon to deiete $100000 PR and 3. O PR

positions in 1997-98 and $102,000 PR in 1998-99 for Juvenﬁe aftercare. In addition, continue
to fund juvenile aftercare from the juvenile correctional services appropriation.

| Aternative 1 PR
| 199798 FBNDiNG (Change to Base) -$202,000.
" [Change to Bl g0
1998-993 POSITIONS (Change to Base) -300
: ._IC”*’«*_”Q.GWB’?’._. 0'9.91- |

. 2" Reduce base fandmg by $233,100 PR and 7.0 PR agent positions in 199798 and
$3{}60ﬁﬁ” PR and 9.0 PR agent positions in 1998-99 to reflect lower aftercare population
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estimates and continue to fund juvenile aftercare from the juvenile correctional services

appropriation.

Alternative 2 PR

1997-89 FUNDING {Change to Base) -$539,100

[Change to Bill - $337,100]

1988-99 POSITIONS (Change 1o Base) - 800

[Change to Bill - 8.00]

3. Maintain current law.

‘Alternative3 - PR

1997-99 FUNDING (Change to Base) 50

Co ' " [Change to Bill $202,0007 |

1998-99 POSITIONS (Change to Base) 0.00
[Change to Bill 3.00]

... Prepared by: Art Zimmerman

MO#
L JENSEN N, N A
Z.OURADA X. N A
" HARSDORF ¥ N A
. ALBERS AN A
GARD ;_ N A
 KAUFERT A N A
LINTON K. N A

COGGS ¥ N A

BURKE N A

DECKER f§*‘* N A

GEORGE Y. N &

JAUCH X N A

WINEKE Y N A

SHIBILSKI A, N A

COWLES XN a

PANZER X N A

{ , :
oo 5
AYE NO | ABS -
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Paper #327 1997-99 Budget May 29, 1997

~ To: " Joint Committee on Finance

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

ISSUE

Fimdmg Transfer to Mendota Javenﬂe Treatment Center (Correctmns - .}'uvemle-
Ccrrectxons) - s v oy e

{LFB Summary Page 199, #16}

CURRENT LA‘W

The Mendota Juvem}e Treatment C’enter (M}TC) a umt of the: Mendota Mental Health

inst;tute operated by the Department of Health and Family Services (DHFS), provides evaluations
. for and treatment -of, male juvenile offenders -under state custody with comyiex amonenai and -

'=behav;er probiems Foi}owmg treatment, 3uvenzles are either placed in'the community or returned
to the juvenile correctional facility that they came from.: MJTC has a capacity of 43 beds. While
operated by DHES, MITC is statutorily defined as a state correctional institution and DOC. has
general authority to provide educational ‘programs -and  health -and :psychiatric services for
juveniles placed at MITC. DOC is authorized to expend not more than $2.5 million annually for
the treatment costs of juvem}es piaced at M}’I’C and rezmburses these costs to DHFS through an

mteragency agreement LEE R B TR R S e o

GOVERNOR

va;de that DOC is requu'ed to transfcr $3 125, 1()0 PR in 1997-98 -and $3 236 200 PR
in 1998-99 to the Department of Health and Family Services for services for juveniles placed at
the Mendota Juvenile Treatment Center (MITC).: Delete MJITC from the statutory definition of
a state correctional institution and delete the general authority of DOC to -provide educancnal
programs and: health and psychxamc services for _}uvamies piaced at:MITC: : o
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1. The MJTC provision, under the bill, increases the amounts to be provided to DHFS
by $625,100 in 1997-98 and $736,200 in 1998-99. These increases were agreed to by the two
Departments. The total funding is intended to cover the staffing costs relating to the care and
treatment of juveniles at an average daily population (ADP) of 43.

2. At this level of funding; the average daily cost of care and treatment at MJITC
would total $199.11 in 1997-98 and $206.19 in 1998-99. The cost of care and treatment at
MJTC is added to the total costs of all secured juvenile correctional facility care and is part of
the daily rate charged to counties. The daily rate is calculated by dividing the total costs of care
by the projected population that would receive care. Under the bill, as technically modified to
reflect updated population projections, the daily rate for secured correctional facilities, including
juveniles transferred to a treatment facility, is $157.56 in-1997-98 and $189.20 in 1998-99.

_ 3. _Th_e_;amount'of DOC fui_lds provided to DHFS for the care and treatment of
juveniles at MITC is set by statute. Under current law, DOC is authorized to expend not more
than $2,500,000 annually for services at MJTC. Under the bill, this statutory language is
amended to reflect the new funding level and to specify that the funds are to be transferred from
an appropriation under DOC to an appropriation under DHFS. Administration officials indicate
that because the payment would be made through a transfer of funds, no increase in expenditure
authority ($625,100 in 1997-98 and $736,200 in 1998-99) is provided to DOC under the bill.
Thus, there is no decision item, under the bill, to refléct the fiscal effect-of the increase on DOC,
sior-is the increase reflected in the appropriation: for the operationof juvenile secured facilities.

Lol Thlsapproach:s gin;édﬁ-éiétaﬁt;.;_With'.:tha’_balancé of funding ($2.5 million in base
funds) provided by DOC to DHFS for MITC costs. Under the bill, DOC would be required to
transfer $3;125,100 PR in 1997-98 and $3.236,200 PR in 1998-99, but would:only be provided
with expenditure authority of $2.5-million annually for this purpose. ol

* .25, ° " Further, the DHFS appropriation receiving the funds is a program revenue-service
(PR-S) appropriation. A PR-S appropriation is defined as appropriated moneys, derived from any
revenue source, that are transferred between or within state agencies or miscellaneous
appropriations. The statutory definition also provides that these moneys are shown as
expenditures in the appropriation of the state agency or program from which the moneys are
transferred and are also shown as program revenue in the appropriation of the agency or program
to which the moneys are transferred. =~ C

CoEf, ‘Je'would be appropriate to modify the Governor’s. recommendation by providing
DOC with $625.100 in 1997:98 and $736,200in 1998-99 to reflect: the increased payments to
DHFS. This would treat the total payment to DHFS in a consistent manner and-better-conform
to the statutory definition of a PR-S appropriation. Further, these costs would then be reflected
in the total amount appropriated for facility operations.
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/' MODIFICATION TO BASE -

Provide an additional $625,100 PR in 1997-98 and $736,200 PR in 1998-99 in
expenditure authority to properly reflect the MITC treatment costs t0 be paid by DOC. In
addition, adopt the Governor’s recommendation to delete MJTC from the statutory definition of
a state correctional institution and delete the general authority of DOC to provide educational
programs and health and psychiatric services for juveniles placed at MITC.

Modification PR

1997.99 FUNDING (Change to Base) $1,361,300
[Change to Bilt $1,361,300]

Prepared by: Art Zimmerman

MO

[ JENSEN NoNA
_ OURADA X, N A
HARSDORF X, N A
ALBERS Y N A
'GARD Y N A
" KAUFERT Y N A
'LINTON Y N A
coGGS Y N A
“/BURKE X N A
“'DECKER A N A
GEORGE Y N
JAUCH Y N A
WINEKE X N A
SHIBILSKI A N A
COWLES A N A
PANZER }y’ N A
L, 7

AYE L0 NO b/ ABS !
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Paper #328 1997-99 Budget | May 29, 1997

1 Tor EQin_ti-Ci)mm nittee ‘on Finance - [

From: '~ Bob Lang, Director = =~
Legislative Fiscal Bureau

ISSUE
Secure I)etentmn in State Juvemle Facﬂlties (Carrectmns - .}uvenﬁe Cerrectmns)

[LFB Summary Page 201 #18}

CURRENT LAW

Under current law a couuty bc)aré ortwo coumy boards Jomtly, may. estabhsh a secure
detention facility- for holdmu in secure costody:juveniles: Who ‘(a) meet certain-criteria prior:; to
disposition; (b) are placed in secure detention under.a dispositional order; or(c):are subjcct to

a -sanction. for, or a short-term detention to: mvesngate:, ‘a_violation ‘of a condition of a -
' -dlsposmonal crder A ‘county. ‘board may’ aiso contract: w;.th anesota counties for hoidmg_ .

juveniles who meet: current. law criteria for: placmg a ‘juvenile -in secure detenuon pner to
d1sposmon .

GOVERNOR

Provide that-a county board of supervisors may. contract with DOC for the use of a state
secured correctional facility for the secure detention:of juveniles who meet certain criteria.
Provide that a county may use a secured correctional facility for holding a juvenile only-if any
of the following criteria are met: {a) there is no county-operated secure detention facility within
75 miles of the county seat of the county; or (b) there is no bed space available in a
county-operated secure ‘detention facility within 75 miles. .of .the.county seat! of the county.
Provide that:the ‘county may use a secured -correctional facility for holding a juvenile only if
DOC approves that use based on the availability of beds in the-secured correctional facility and
on the programming needs of the juvenile. Provide that the ceuntnyOC contract specify: (a) the
per person daily rate to be paid by the county for holding:a juvenile;: (b) the charges to be paid
by the county for any extraordinary medical and dental expenses and any programming provided
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for the juvenile by DOC; and (c) any other matters that are necessary and appropriate concerning
the obligations, responsibilities and rights of the contracting county and DOC. Provide that a
juvenile held in custody under a county/DOC contract is under the supervision and control of
DOC and is subject to the rules and discipline of the Department. Create a program revenue
appropriation under DOC to receive payments from counties for holding juveniles in secure
custody in a state secured correctional facility. Estimate average daily population for secure
detention juveniles at state facilities at 35 juveniles annually. .

Provide that secure detention in a state secured correctional facility would be authorized
if the juvenile: (2) meets current law criteria for placing a child or juvenile in secure detention
prior to disposition or trial, including certain juveniles violating traffic laws; (b) is a juvenile less
than 15 years of age who is being held in secure custody under original adult court jurisdiction
for criminal proceedings; (c) is subject to a disposition that includes placement in secure
detention; (d) is subject to a secure detention sanction for a violation of a condition of a
dispositional order; or () is subject to short-term detention by ‘a:caseworker for an investigation
of a violation of a condition of a dispositional order or a condition of the Juvemie s yarnmpatxon
in an intensive supervision program. S e

Provide that a county board of supervisors may contract with one or more counties in
Minnesota that operate a secure detention facility for holding juveniles, if the juvenile: (a) meets
current law criteria for placing a child in secure detention prior to disposition or trial, including
certain juveniles violating traffic laws; (b) is a juvenile:less than.15 years of age who is being
held in secure custody under original -adult court jurisdiction for:criminal proceedings; (c) is
subject:to a disposition that includes: placement in-secure detention; (d) is subject to-a secure
.. detention sanctlon for a violation of a condition of a d;spc;smonal order; or (e)is subject to:short-
term’ detennon by a caseworker for an investigation of -a violation of a. ‘condition of ‘a
dlsposmonal ‘order or a condition of the juvenile’s participation in.an intensive. superva.sxon
program :

DISCUSSION POINTS

1.7 According to DOC and DOA, the provision is primarily intended to provide an
option for-the secure detention of juveniles for certain counties that do not have a secure
detention facility in-or near the county. Juveniles from these counties are transported to.an
avaﬁa‘b}e county secure detention faczhty and the facxilty chargas a daily fee.

cedis i)OC monitors county secure detention facﬂztms and -the ~Office of Justice
Assistance (OJA) tracks secure «detention statistics in the state.  There -are 15 county-operated
secure detention centers approved by DOC with a combined capacity of 498 beds. The
attachment ‘to this ‘paper provides a listing of the facilities, their DOC-approved: capacmes, the
average ciaﬂy populancn for Fe‘nmary, 1997, a:ﬂd the current daﬂy fee. :
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3.7 One of the criteria for the use of a state:correctional facility wotld be that there
is no-county-operated secure detention facility thhm 75 ‘miles of the county seat of the county.
The counties that would clearly meet this criteria, being outside a 75-mile radius of any facility,
are the northern counties of Ashland, Bayfield, Burnett, Douglas, Florence, Iron, Oneida, Price,
Sawyer and Vilas. - Some other counties may be eligible under this criterion if highway driving
mileage from the county seat to a. famhty exceeds 75 mﬂes Forest (rant, Pelk and Washburn
counties’ may fall in t}ns categmy : i BT oy ey

R S A second criterion; under the bill; wouid aliow a cmmty to: utal;zc a state; facﬂ;ty
if there is mo bed space available in:a county-operated secure detention facility within 75 miles
‘of the county seat. -Under this criterion, any county would be potentially eligible to use.a state
secured facility. However, this is not likely “to: occur- frequently. -because: average -daily
populations at most county facilities do not meet or exceed rated capacity. In 1996, average
'daxly ‘population: ‘data recorded each month-indicates that the 15 secured detention facilities -
operated between 53% .10 69% of capacity. The facilities in Brown, Dane, Milwaukee' and
' -Portage caunﬁaes tended to be’near capacity more: often that the other facilities: thmugh the year
’I‘he most receﬂt monthiy data avmiable xs February, 1997 and-is: shewn in the attachmcnt

5. Adxmmstration and DOC offimals also md:cate that the prowsmn under the blil
is 'desi“gned to make state facilities available only if county: facilities are not-available; The state
facilities would not be used to compete with county facilities -that currently house secure
“detention juveniles from other counties. The county facilities housing juveniles from other

“counties benefit from the added revenue pmvxdeci through the dmly fee: charged to the: Juvem}cs
,regldentcgunues B SRR S R DL i R I TRl S

prowded to DOC would help to defray the cost of operating state secured correctional facﬂmes

The anticipated state secure detention average'daily population (ADP) under the bill (35 juveniles
annually) is added to the populat;on estimates for state facilities and results in a lower daily rate
“charged o counties for the care and treatment of juveniles at the facilities. If this popuiatmn
estimiate -is- changed the daﬂy ‘rate would" change accordmgiy, a decreasc in the pepuianon
'- esﬁmate would mcrcase daﬂy rates. : : : _ e

- 7. DDC BfﬁClalS ;mdicate that the -estimate of 35 Juvemles annually is based ona
'pro;ected ADP of 15 juveniles each at the Ethan Allen School and the. Lincoln Hills School, and
an ‘ADP of five at:the Southern Oaks Girls School.: Under the bill, the Prairie du Chien facility
‘would ‘be used ‘as an adult facility :in 1997-98 and:a juvenile facility in .1998:99. = While the
existence of an additional juvenile facility in 1998-99 may affect which facilities are used for
secure detention, DOC does not anticipate a change in the total estimate.

©°8.  Under current law, a county-board may contract with Minnesota counties: for
holding certain juveniles in secure detention prior: to disposition.  This authority would be
expanded under the bill to-make the Minnesota provision consistent:-with the secure detention of
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juveniles in a Wisconsin ‘correctional facility. - The Minnesota option was predicated on the
anticipated availability of secure. juvenile beds. in Duluth, anesota However, these beds did
not matenahze and no: Wlsconsm juvemlss are’ hﬁid in-secure dctentzon in Minnesota..

Qs It caulé be argued that the meoin Hﬂis Schooi would be the oniy facxhty used
to-any extent fer secure detention due'to its relative proximity to the northern counties that are
more than 75 miles from any county facilities. The Ethan Allen:School (Waukesha County) and

" Southern Oaks Girls School (Racine County) are unlikely to be used because bed space at

existing county facilities; most of which-are Jocated in’ the southeastern quadrant of the state, is
typzcaily available. For counnes outside of the southeastern: quadrant, the relative proximity of
various ‘county’ facxlmes or:the LincolnHills: School would - make the costs of transpﬁmng
Juvemles to ﬁthan Alien ‘or: Sou’ihem Oaks unam‘ac:tw& : AR - i

10 It is aiso poss;bia that some nmthern caunt;es may stﬂi prefez to use-a county ;
faczhty, if: ene is: avaﬂabie rather. t,han unhzmg meo}n Hills.: - Counties may- feel; at least. for
some 311vemles, that secure detention at a state czorrecuonal facﬂ;ty would be an. inappropriate
expenence for'the Juvemie _Further, many of the counties in the northwest. quadrant of the state
would be closer to the Northwest regional facility in Eau Claire than to the Lincoln Hills School
in ‘LincolnCounty: - On ‘the other hand, the Lincoln Hﬁis School-would ‘be significantly closer
o $even county seats-than is any- ceunty detennen facxhty Th:s mcludes Ashland Bayﬁf.:ld
Forest Imn Onelda Pnce a.nd Vﬂas count:es cd demne s oE e et

11 Ac:cordmg to: OJA 164 Juvenﬂes were hﬁld in secuz:e detenusn excluswﬁ of @
county jaﬁ piacement in these seven counties in 1995. This includes 17 year-old offenders who

.. MOW are. trcated as adults. OJA data also indicates an average length of stay in secure detention:
- of 8 8 days Reducmg the nmnber ef Juvenﬂes hy an est:{mated 15% ‘to. reﬂect the remaval of

an estimated ADP of three Juvemles Weuki rcsuit Fi SEEE

12 ’i‘he AIBP for secure: df:tentzon of Juvemies at: s{aze facxhtias sheuid ther&fere be_
mesumated 1o three ju%nﬂes anaualiy in the 1997-99 bzermxum ’I‘he adjustment would increase
daily rates for institutional care, umiex the bill, by about $4 azmually The daily. rate. chaxged
counties for the care and treatment of juveniles at secured correctional facilities will require a
reestimate based:on the Committee’$ action relating to the secure detention provision for state
facilities, as ‘well as a-number of other decision items in the juvenile corrections budget. If
secure “detention’ populations - ‘at-'state facilities: oceur: at-higher :than - anticipated levels, a

‘modification of dmly rates t:{mid be: made in: tize hudget adgustment pracess or undera subsequsnt

biennial budget bill.’

13. The availability of the Lincoln Hills School for secure detention may be of some
benefit to certain northern counties and the Governor’s recommendation could be adopted for this
reason; ‘On the other hand, the low average daily populations that may be anticipated under the
provision, the possible County resistance to:using state correctional facilities for secure detention
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and the fact that counties currently do not use Minnesota facilities may provide a basis for
maintaining current law. Eliminating the estimated 35 secure detention juveniles from the

population projections for state facxlmcs wouid increase the daily rates, under the bill, by
approximately $5 annually. SRR :

ALTERNATIVES TO BASE m\%ﬁ‘ﬁ% 5&; D‘?U

1. Adopt the Governor”s recommendation relating to the secure detention of Juvemles
at state -secured correctional facilities or a county facility in Minnesota. Create a program
revenue appropriation under DOC to receive payments from counties for holding juveniles in
secure custody in a state secured correctional facility. Reestimate the average dmly population
for secure detenaon Juvenﬂes at state faczimes at tlnae Juvcmies annuaiiy

2. Mamtam cun'ent iaw The average daﬂy pcpulanon estimate of 3aven1les in state
facﬂmcs would be reduced by 35 Juvcmles apnually from the estimate made under the bill.

. - Prepared by: Art Zimmerman

" MO

JENSEN ¥ N A

OURADA Y N A

. _HARSDORF Y N A

' 'ALBERS YN A

. GABD YN A

. KAUFERT = Y N A

© CLINTON Y N A

. _cogas Y N A

' BURKE Y ‘N A

" : DECKER Y N A

GEORGE Y N A

. JAUCH Y N A

" WINEKE Y N A

" SHIBUL.SKI AN A

COWLES Y N A

" PANZER ¥ N A
TAYE _ NOLL._ ABS. .
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Representative Ourada

CORRECTIONS -- JUVENILE CORRECTIONS

Secure Detention in State Juvenile Correctional Facilities

Motion: .

Move to modify the Governor’s recommendation regarding secure detention in state
juvenile correctional facilities to allow a county to use a state juvenile correctional facility for
secure detention if there is no bed space available in a county-operated secure detention facility

within 40 miles of the county seat of the county.

Note:

Under SB 77, a county would be allowed to use a state juvenile correctional facility for
secure detention if there is no bed space available in a county-operated secure detention facility

within 75 miles of the county seat of the county.
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ATTACHMENT

County Secure Detention Facilities

Approved  February, 1997 ADP as Current

Facility Capacity ADP % _of Capacity Daily Fee
Brown County 12 12 100% $131
Dane County _ 16 16 - 100 105
Fond du Lac County _ 17 15 88 . 100
La Crosse County 26 15 38 120
Manitowoc County 21 i5 71 110
Milwaukee County 120 83 69 - 155
Northwest Regional (Eau Claire) 28 17 61 120
Oconto County 10 10 100 130
Outagamie County 26 26 100 120

Ozaukee County 14 9 o4 130
Portage County i4 10 71 125
Racine County 131 47 36 100
Rock County 35 22 63 150
Sheboygan County - . 1z 12z _ 100 . 115
Waukesha County 16 10 63 125

- Totals 498 319 64% - $122%

* Average rate
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Representative Ourada

CORRECTIONS -- JUVENILE CORRECTIONS

Community Program Coordinator Position

Motion:

Move to provide $45,400 GPR and 1.0 GPR youth services specialist position in 1997-98
and $50,700 GPR i'n_'.1998-99 for a community program coordinator {o assist counties in
developing cominunity-based delinquency services.

Note:

| ~ The position would provide consultation and technical assistance to counties in developing
a comprehensive strategy to address juvenile crime that is consistent with local needs. -

[Change to Base: $96,100 GPR and 1.0 GPR position]
[Change to Bill: $96,100 GPR and 1.0 GPR position] — you /1025
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Senator Jauch

CORRECTIONS -- JUVENILE CORRECTIONS

Secure Juvenile Detention Facility

Moation:

Move to require the Department of Corrections (DOC) to design a financially viable secure
detention facility, to be located in northwestern Wisconsin. In addition, require DOC to
recommend a combination of federal, state and county resources to fund the new facility.
Require the Department to report to the Joint Committee on Finance, no later than January 1,
1998, on its recommended design and funding options.

Note:

* There are currently 15 county-operated secure detention centers, approved by DOC, with
a combined capacity of 498 beds. The secure detention center in Eau Claire is the closest facility
to the northwestern part of the state.
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Representative Ourada

CORRECTIONS -- JUVENILE CORRECTIONS

Mentor Coordinator Position

Motion:

Move to provide $45,400 GPR and 1.0 GPR youth services specialist position in 1997-98
and $50,700 GPR in 1998-99 to coordinate community-based mentors for juveniles.

Note:

- The position would work with local groups to recruit, train and superwse volunteer mentors
to work with Juvcmles offenders. : . _

* [Change to Base: $96,100 GPR and 1.0 GPR position]
[Change to Bill: $96,100 GPR and 1.0 GPR position]
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} JENSEN
: OURADA*
HARSDORF
CORRECTIONS ALBERS
GARD
KAUFERT

Juvenile Corrections . LINTON
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zzzzzRZ2
PrEPBEP

[ BURKE
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LFB Summary Items for Which No Issue Papers Have Been P §f3g§5
- WINEKE
SHIBILSKI
" COWLES
- PaNzZER

Item # Title . L
- _Avﬁlé NOQ ABsJ__

(; 2 Delete Architect Position
13 Southem ‘Qaks Girls School Sunset House Contract

14 Employe Occupational Health Position
15 __Conversion of Federal: Appm;snanens to Program Revenue Appropnauons

20  Transfer Juvenile Bonding Authorization to DOC

L

Zxezezen

e %\M«x

. LFB Summary Items to be Addressed in.-:Suhs.e.quent Papers

Tem# - Tide

2 . Statutory Daily Ratcs

3 Youth Aids. - .

4 ' Serious Juvenile Offender Pregram

5 Transfer Community Intervention Program

'LFB Summary Items for Introduction as Separate Legislation

Itemn # Title
17 Criminal Gang Data bank
19 Transfer Uniform Fee Authority Relating to Juvenile Corrections



Legislative Fiscal Bureau
One East Main, Suite 301 » Madison, WI 53703 » (608) 266-3847 » Fax: (608) 267-6873

May 28, 1997

TO: Members
Joint Committee on Finance

FROM: B.c.ib Lang, Director

SUBJECT: Budget Issue Papers

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

+ State Investment Board

* Department of Natural Resources -- Fish, Wildlife and Recreational Aids
* Department of Natural Resources -- Stewardship

* Department of Health and Family Services - Children and Family Services and

Supportive Living (excluding Milwaukee County Child Welfare, Kinship Care and
SShH

These agencies have been scheduled for executive action by the Joint Committee on

Finance. The meeting will be held at 9:00 a.m. on Friday, May 30, in 119 MLK Building, Joint
Finance (back of Senate Chambers), o T
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Paper #515 1997-99 Budget - May 30, 1997

To: Joint Committee on Finance

From: Bob Lang, Director
' ' Legasiatxve Fxsca} Bureau '

ISSUE-

Inves!:ment Management Operatmg System’ (Investment Board)

' [LFB Su'mnmy: Page-354; W2l

' CURRENT LAW

“The Investment Board has base level supplies and services funding of '$1,796,800 PR
annually. Of these amotmts $219,800 PR annually supports the agency’s LAN network hardware
and software, trammg costs, equipment replacement and DOA user charges There are’ currenﬂy
7.0'FTE employes, budgeted at $413,000 PR ‘annyally for salaries and’ frmge benefits, who
currently provide network operations support and apphcauons devclspment support for emstmg
mformauon Ie:chnclogy {I’i“) cperat:ons bR S :

GOWRNOR

Provxde tetal addmcnal fundmg of $2,641 000 PRin 1997~98 and $835 800'PR in 1998-
99 and 5. 0 PR unciass;ﬁed positions - for the dﬁvelopment and installation of “an- investment
management operating system to improve the Board’s intérnal accounmng controls, momto:r cash
movements and compile comprehensive financial statements. Of the amounts provided,
“$2,358,300 PR in 1997-98 and $491,700 PR in 1998-99 provided for systems dcvclopment would
be piaccd in unalletted zeserve for subsequeai release by EQA R

~The Temaining ameunts, $282 700 PR in 1997-98 and $344 1{}() PR in 1998~99 wou}d be
prowded to- sapport '

*3.0 PR permanent ‘positions (2 systems analysts and 1 database analyst) to mstali the
new operating system and provide ongoing system maintenance and support; and T
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- 2 G PR two-year project z}asﬁmns {systﬂms analyst and acceuntant) to prov:de addmenal o

| staffmg during the development and implementation phase related to project management

a331stance and general accaunmg support

DISCUSSION P{)INTS

1. In Febmary, 1996, the Investment Bcard began a comyrehenswe review of its
business operations and investment managemcnt processes for the purpose of defining the types
of software and hardware modifications necessary to implement-a camprehensave integrated
information system for the agency. As initially envisioned by the Board, the new system was
to provide: (a) automated investment policy compliance reporting linked through a central data
system; (b) linkages between risk management, asset allocation and performance evaluation
functions; (c) improved tools for portfolio managemem and analyms and (d) integration of
portfeho management and accauntmg syatems L ot I 2

o 2 Later dunng thc ycar the Bea:{d engagcd the services. af a cansuitant {Tradewmds).. N
to derive a pm}m'nnary cost estimate for- the: pro;ect and to develop a request for proposals (RFP)_'-

- demgned to secure the services of a prime contractor for the: project. As described in the RFP,

the prime contractor would mmally ‘be responsible for project planning, software selection-and
limited initial systems mtegrancn activities ("Phase A") and then would move on to complete all

-systems.. mtegratzon activites, msludmg any. cusm:mzmg wof products, testing and final
.implementation. ("Phase. B“) The RFP was cxrculated in late August 1996. All of the contract -

costs associated with. this. RFP devclopment phase of the. pro;ect ($472 3{}0} were funded as a

_:ducct charge 'gamst the current: income -of - funds -under management rather than: being
-._.ap,;am;}naied or._-thxs purpose by thc Legmlanne . e . _

S '3;' : _-_-Pnor to the actual selectmn of a pnme centract_ I,

budget proﬁoéal The Bcards’s proposed budget included a request for $5,443,900 PR in 1997-98

and $1,957,100 PR in 1998-99 and 6.0 PR posmons representing the planning: consultant’s
prehmmary esumaxe of the amounts’ reqmred to purchase and: install the planned integrated

information: system (These requested expendltures were 10 be used to fund the "Phase B" S
activities nﬂted abave) “As initially propcsed all. majﬁr componcnts of the system would have .
been nn;alemﬁnted durmg the 1997-99. bxanmum e S e b e

_' . 4 In carly November, _1996 thc Board seiected Przce Watcrheuse ‘a8 the pnme
contractcr for the project. Shortly thereafter, Price. Watarhouse began  "Phase A activities
relating to Ihe initial planning of the project, leadmg up to- development and circulation of an

REP 1o secure one or more vendors to provide the ap;)re;matc software packages-and associated

hardware. The contract costs associated with retaining Price Waterhouse for. "Phase. A" activities
(an amount not to exceed $750,000) were also funded as a direct charge against the current

.income -of . funds undcr managamam rather than- bemg a;apmpnated for: this purpesr: by the

Legislature. -
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: 5.+ Asidentified in the RFP docnment used to select the pmme contractor, one of Pnce
'Waterhouse s initial responsibilities was to- develop by March 1, 1997, 2 more detailed ”Phase
B budget proposal which' could be used by the Legislature durzng its hudget dehberatzans on the
+ level of funding required to be appropriated for that phase of the pro;ect ‘However, as an interim.
adjustment to accommodate the estimated increased costs of Price Waterhouse’s services for the
project, the Board indicated to DOA on November 19, 1996, that its initial budget proposal for
* project “managerieit, ‘installation” and’ custemxzatmn activities ‘would - requxre an additional
~$1,350,500 PR in 1997-98 and $650; 000 PR in 1998-99. With' this Tequested adjustrnant ‘the
“total’ amount’ bemg requested by the Board' for ‘the project (both systems ‘and staffing related
“costs) amounted to°$6,794,400° PR in 1997-98 and $2,607,100 PR in 1998—~99 and 60 PR
positions. If the costs of the project’s piannmg ‘consultants were included in these totals -
(81,222,300 of charges expensed directly against current mcomc) the pro_;ected total cost of the
'syste:m ’oy the end of 1996 stoor} at $10 623 880

RERKE R N The Govemor s snbsequcnt budgct rcccnnnendanon dxd not provide any of the
' addﬁwna} fundmg requested by the Board in its November ‘19, 1996, letter and, further
substantially" reduced the i’undmg levels, as ongmally requested for the project. -

SWIB Investment Management System Request
{)rxgmal Request and Governor’s Recomended Reductmns

(PR Funds)

Funding Component © 199798 1199899

 System Purchase, Tastallation and - o '_ |
__ Testing Initial Request _ o $5,075,000 $1,475,000

- "_Govemer s R@cemendaﬁon Lot © 0 - 2358300 - 491.700

Net System—Reiated Reduction -$2,716,700 -$983.300
-Systems Management and Support - T e B
: ‘Staffing Request [6.0 FTE’s} R $368,900 $482,100 -
Governez_f s Rgcommendatzon [5.0 FTE’s] S 282700 344.100
" Net Staffing-Related Reduction - 886200 -$138000
Total Governor’s Reductions =~~~ ~ *$2 802,900  :%1,121,300

: 1. In denymg the agéncy’s suppiamental funding request and reducing’ its ongma}
: ﬁmdmg proposal the Governor: (a) noted ‘that specific information about the prc;ect had been
difficult to obtain; (b) expressed a concern that the total projected ‘costs for this project for a
single agency ($10.6 million) would exceed the cost of the recently installed multiagency
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- WISMART accounting system (total cost of $9.2 million); and (c) cited the level of offabudget
: consuitmg expendmzres associated with the ;;:smjact ‘This latter concern resulted in a companion
'budget recommcndaucn which. weuld lmnt the types of axpenmnzres which. the Board could
charge mmcﬂy agamst current income acceunts of funds under . management (this issue is
_ dxscusscd in a separate paper). : : .

8. The level 0f ;fundmg recommendcd by thc Govemor ‘was based on an expectauon
that the pro;ect would pmc:eed on a phased baszts w1th orﬁy a comprehenswe accounting system
_mstalied dlmng the. 1997-99 biennium. . Under the Govemc;r $ recommendation, the proposed
accountmg system would bé mstalied dunng the 1997-98 - ﬁsca} year, with any reqmred
custonnzanon and tesnng occurring in the 1998- 99 fiscal year .

9. Based on the reduced Eevel of funcimg recommended by the Governor fora phased
implementation of the agency’s proposed investment management operating system, the Board
adopted a revised overall project schedule. Under this. new approach, which is more ambitious

_than that wh:ch could be unpiemcnted under the Governor s recommended level of funding, the
'foiiowmg systems would be znstalied and funded durmg thc 1997—99 bienruum ("Phase 1"
actlvmes) :

A comprehansxve accounnng system far managmg all income collection, trade
management and financial reporting responsabﬂmes This systemn would replace the Board’s
current decentralized accounting and operations processing systems which track and reconcile
more than 20,000 transactions annually; e

* An electronic stock trading system to enable the Board to 1{ienufy advantageous trades
wzthout havmg dlrect broker contact; S

e A centrahzed database reposztory to pemnt the mtegratzon of a}I key mvestment'-
functions in the agency; and- y _ :

*.An automated trading and compliance system, to ensure- compliance with investment
guidelines. e;ther before or.after a trade and to provide automatic notifications when, mvestment
hold.mgs meet certain: ;repamng thresholds. : : : = :

10.. Under "Phase 2" activities, which would be implemented during the 1999-2001
bxenmum additional systerns relating to risk mapagement monitoring, asset allocation
management and an expanded data storage capability would be undertaken..

11.  Based on the Board’s revised, two-phase implementation approach over four years,
Price Waterhouse began. to develop a revised project budget for the 1997-99 biennium. The
deve}opment of this proposeci budget was undertaken simultaneously. with an. on-going analysis
of the various vend{:sr proposals submitted for the hardware and software solutions associated with
unplemfmnng the major. system. components noted.above. :
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.12, . In March, . 1997 «during the: Board’s public- hearing before the Committee, an
_addmona} $1 9 million was requested by:the ~agency.to fully. ;mplemcﬂx its desired "Phase 1"
activities of the project.- However, no specific detail was provided: In a follow-up letter onApril
11,-1997, tothe Committee - Co-chairs, the Board’s Executive. Director indicated that the
additional funding requested "reflects the functional specifications and cost data we received from
prospective vendors after-the. ‘Governor’s budget was. determined.” ‘Further, the Executive
Director noted that "[oJur current request has the support of:. tha Admlmstmuon ~The
administration has not separately communicated its position 1o this additional request to the
Committee. As part of these cost refinements, the Board’s consultant is now estimating that on-
going licensing, maintenance and DOA computer charges for the fully implemented "Phase 1"
are likely to cost from $300,000 to $600,000.PR annually. "Phase 2" impiemematzon costs are
cnrrenﬂy estimated at $3 300,000 PR for the 1999-2001.biennium.. TRV L :

: 13:-.. At thas Juncture the Board has not yet selected a ﬁnal vendoz far the sofmare and
hardware products necessary .to ,zmg}ement the "Phase 1" system.. Based on the current, best

avaﬁabie budge,t figures for "Phasc 1" acuvmes the foliewmg costs are zndmated

Estlmated 1997 99 "i’hase 1" Investment Management Operatmg System

(PR thds}
. Cost Comgonent e e o - oo A897e8 199899
Software. . TR Lo LT e TN B T
_Tradxng/Cﬁmphance Package o o0 $355000 . $242,600
Portfolio Managemem!Accounnng Package B ... 763,700 175200
General Ledger Package Lo Sotasgoo e
- Related Risk Managemem Comrols R SUUS38000 0 T - 7,000
Database Software: =+ 0 o0 ine o s e 12,000 : 12'()99
“Vendor Conversion Costs e v/t A
. .Database Software- antenance T e 7,000
' Conangency Costs o - PR | S 231,400
N Software Subtota} e A $1,385,000 $675,200
Hardware : R T T R TrS SSE S PRI
Database and Appiicauons Servem $50,000 $50,000
Inirastructure Changes. o o o 40600 B
System Software’ Momtonng o 10,000 16,000
Communications Links ~ '~~~ - 9200 ¢ 9200
Equipment Testing 45,000 -0-
-DOA System -Support Charges : : Gl ...60.000 60.000
.. Hardware Subtotal L R e $178,200 . - $135,200
Project Management -+ ©0 L0 e L i Ry $436,800
Systems Implementation. : T en 482700 - 965,400
Integration and Reengineering of Agency Functions e | U 383.000
Consultant Services Subtotal $701,100 $1,785.200
TOTAL 32,264,300 $2,595,600
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: 14. - With respect ‘to:the agency s request for additional resources for the nstallation
of aninvestment management operating system, the development of such a centralized, mtegrated
'systemwould appear to be reasonablée and ‘desirable because of the limitations of the agency’s
current systems, and the total amount and diversity of assets-under management by the Board.
However, the Committee:may wish to review the total level of additional funding resources
which it ' wishes to provide mmal}y for this under{akmg A separate dzscusszon of the agancy 'S
-posmon requests foﬁows tlns review, -

s Systems Deveiapment thdmg

15:0 Compared to ‘the amounts prov;ded by the Govemor in ‘unallotted reserve - for
system mstallatzon and development activities to meet the Board’s revised costs for Phase T-of
the project, $94,000 PR could be deleted in 1997-98; however, an additional $2,103,900 PR
would be required for 1998-99 (representing a net funding increase of $2;009,900 PR over the
Governor’s rcconnnendanon ’I‘he Comnnttee coaid prowde thls net addmonal fundmg

.16.'. Howev&r w1th respect to the costs 1dent1ﬁed in the esnmated “Phase 1 budget
the following points'may be made: R e

» There are elements of uncertainty in the 1998-99 budget proposal for the software items
of the pro_]ect A portion’ of the on-going costs associated with the software packages constitute
estimated system maintenance costs. These estimated costs have been budgeted at 20% of the
cost of the original software package. Projections of on-going maintenance reqmrements will be
better known when the ﬁnal softwarc solutions have been détermined and there is a better sense
of the level and degree of maintenance needs. A contingency factor for software apphcatwns has
been mcluded Tins factcr appromates 5% ef the total ”Phase " prO_]CCt costs

. The 1denﬁﬁed consultant services costs for the “Phase 1 pro;ect have remamed the' '
same ‘under.a variety of alternative vendor solutions that have been under. cenmderaaon by the
Board. The consultant services costs have been developed based on the total numbcr of hours
that are expected to be reqmred under various phases of the pro;ecﬁ - i

* The pro;ect management costs are based on a total of 2, 060 progect hours
of project pianmng and oversight over an 18-month period by the consultant.

» The systems implementation costs are associated ‘with: (a) hardware and
software instailation: (b) identification of required custom programming and
testing; (c) analysis of the degree of technical and procedural changes required.
affecting the vendor’s products and outside fund managers and custodians; (d) data
conversion; and (e) training. These costs assume 6400 pro_;ect hours fwer an

o i8~month pﬁﬁi)d
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e Fmally, t_hc mtegratxon and reengmeenng costs wﬁl be assoclated thh
evaiuatmg and’ dcvclopmg modifications to the Board’s current workﬂow
operating pracadums and resource utilization. -This actmty is expected to mvolve

" 1,440 project hours over an. 18-month period: - '

: "17 It wouid nermally be expected that a product requmng Iess custormzatzcn, for
“example, rmght reqmre less. mvolvemam on the part-of the consultant. Hawever, the estimated
~consultant servmes costs have remamed invariable regardiess’ of the vendor so}utmn being

‘considered. Funher since the agency. is also requesting additional TT staff i in association with
- the new system it 1s not known the degree to which: the final vendor solution Imght affect the
“availability of the new IT staff to undertake activities that Imght otherwme have to be provided
by the consuitant T -

18, va: n these types of uncertamucs, the Comnnttee could conszdar not prov;dmg any
project fund.mg at this. time for. the 1998-99 fiscal year. This action ¢ ould bc taken with the -

R -understandmg that oncé the ﬁnal vendor {or vendors) have been selected and second-ycar costs

have been more precasely developed based on actual system implementation activities during
1997-98, the Board could retumn to the Committee with a's: 16: 515 request durmg the spring of
1998 with'a detaﬁcd budget for its 1998’99 investment management operating’ system funding
peeds. If the Connmttec chooses this alternative, it could delete the prevmusly identified $94,000
PR of excess prOJcct fundmg from unallotted reserve in 299’7-98 and deietc $491 ’700 PR from
unaliotted reserve for the ym;ect in. 1998-99. - =

Addxtmnai Staff

i 19 The Govemor has also recommended provzdmg 3. 0 PR nnciasssfied permanent a:ad' - 2
: 2 0 PR two—year unciassxfied projact posmons for the pro;ect as fal.’{ows i '

. A semor systems anaiyst permanem posmcm would be authemed to pmwde apphcatzons_

support - in thc devc}opmnt' of " risk. ‘management, policy cempkance -and  performance

' measurement systcms that will be mstailed as part of the project: The posztlen Would be involved
with' the 1mplemema of the new. systems,: develepmg expertise in then' o;)eratwns cngagzng

in ongoing deve}npment'and medaficanons to the systems, direct testmg and upgradmg of the
systems a;nd t}:ammg Board staff in the use of the systems '

+ A Second systcms analyst permanent posnien would be authorized to provide
applications support in the new trade management system and fixed income and equity portfolio
management systems. As with the senior systems analyst position, this second position would
similarly engage in the development and modifications to the systems, their testing and upgrading
and providing user {raining.
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* A senior database analyst permanent position would be authorized to provide overall
database technical, operations management; plannin g and system security support for all database
files in the new operating system, ‘During the implementation phase of the project, the position
would be involved in the interfacing of new software and hardware elements of the new systems
with existing agency software and hardware components.

* A junior systems analyst project position would be authgr:i;gd_:to provide assistance
during transitional phases of the project; when the newly installed systems will be operating along
side existing agency systems. The. project will also provide disaster recovery support, function

" as liaison between DOA. and vendors in the installation and testing of new hardware and software
~and engage in similar liaison activities. with custodial' banks, The position would also be

existing position at the Board which could provide the types of data basetcchmcal support that
would appear to be required following the implementation of the new investment management

| Nofmthstandmg the lack of workload indicators; it'may b& noted’ ii‘:af”‘éurfe;r#_ﬂya_mére_.i_s no

required on a permanent basis or whether existing staff assignments may be able to be modified
 to accommodate additional workload.  Accordingly; the Committe could choose to modify the
* Governor’s recommendation and provide the 2.0 additional systemns analyst positions on a two-
year project basis rather than as permanent positions. -Continuation of the positions could then
be reviewed ag part of the Legislature’s deliberations on the I999~ZQ{}1 biennial budget.
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Senator George

INVESTMENT BOARD

Investments in Certificates of Deposit of at Least $25,000
for the Purpose of Supporting Small Business Loans

Motion:

Move to include statutory language to require the Investment Board-to invest in certificates
of deposit of at least $25,000 issued by solvent Wisconsin financial institutions. -Specify that the
funds received by the financial institution from the purchase of the certificates must.be used by
the financial institution to make loans to small businesses. Require the Investment Board to: (1)
accept applications for the purchase of the certificates of deposit on a continual basis; (2)
purchase the certificates. of dcposat on a continual basis; and (3) actively market its program to
purchase the certificates of dep{)szz for the purpose of supporsmg loans by financial institutions
to small businesses. Finally require the Investment Board to include in its annual March 31
report to the Legislature on investment activities, a statement of the amounts invested in
certlficates of deposu undcr this prograrn :

Note:

Under current law, the Investment Board is authorized to invest funds under management
in certificates of deposit issued by banks located in the United States and by savings and loan
associations, savings banks and credit unions located in Wisconsin. Current law also authorizes
the Investment Board to invest in certificates of deposit of at least $100,000 issued by solvent
financial institutions in the state. There is no current law requirement that the institutions issuing
the certificates of deposit utilize the proceeds for specific program purposes. :

This motion would direct that the Investment Board accept applications on a continual basis
for the purchase of certificates of deposit of at least $25,000 issued by solvent Wisconsin
financial institutions, purchase such certificates on a continual basis and actively publicize the
purchase program. A financial institution selling the certificate of deposit to the Investment
Board would be required to use the proceeds to make loans to small businesses. Annually, the
Investment Board would be required to report to the Legzs}amre on the amounts invested in

C <A OSI{ t am.
ertificates of dep under the progr y @ Q L] BURKE ¥ N A
MO# DECKER N N A
_ | GEORGE AN A
JENSEN XN A JAUCH X N A
OURADA AN A WINEKE SN A
HARSDORF XN A SHIBILSKI 2 N A
ALBERS XN A COWLES ~" N A
_ GARD N A
Motion #1624 KAUFERT N A PANZER "
LINTON AN A
Lecoses ¥ N A A\:_El(_é' NO.D ABS .



ALTERNATIVES TO BILL
1. Approve the Governor’s recommendation.

2. Modify the Governor’s recommendation by: (a) deleting $94,000 PR in 1997-98
of excess first year funding for the investment management operating system project; (b) deleting
$491,700 PR in 1998-99 of funding in unallotted reserve for second year costs associated with
the project; and (c) authorizing 2.0 PR unclassified systems analyst positions as two-year project
positions rather than as permanent positions. [Under this alternative the understanding would
be that once the final vendor (or vendors) have been selected for the investment management
operating system-and second year costs have been more precisely developed based on actual
system implementation activities during 1997-98; the Investment Board could return to the Joint

Committee on Finance during the spring of 1998 with a s. 16.515 requesr detailing its additional
1 998-99 fundmg reqmrements for the system. ]

Almmahvea e - PR

1997:99 FUND]NG {Change to Bﬂi} - $585,700 |

O Modify the Governor’s recommendation b@zlaﬁng.- $94,000 PR in 1997-98
of excess first year funding for the investment managefent operating system project; (b) }
providing an additional $2,103,900 PR in 1998-99 in unallotted reserve to fully fund projected
second-year costs associated with the project; and {e)-authorizing-2.0-PR-unclassified systems
-analyst-positions-as-two-year- preject-positions-rather-than-as-permanent-positions.

wmmm3_- : gﬁf

1997-89 FUNDING (Change to Bill) $2,009,900

.
{". -

MO% £ f

o JENSEN
. : DURADA
Prepared by: Tony Mason HARSDORF
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i -:_-"_-;-.'-'}Investment Bnard _
~Investment Management Opcratmg S

:_:Leased Space Increases . 5 :
" ‘Minor Policy : and chhmcal Changes B

' 1997-99 BUBGET PAPERS

May 39 1997

) _ Bonus Compensation. Fundmg and Ehgszhty Modzﬁﬁauons L .

Incrsased L’I‘E and Per D;em Fundmg

- Charging Expenses to Current Income Accounts

| -Statutory Changes Regardmg Semor Management Staff

L Natural Reseurces - Fish, Wlldhfe am! Recreational Aids " i:::.

 ‘Licensing Automation
Licensmg Z)atabase Use. ami Fees

. -'f?arks Admission Fee Structure. . : e
- Boat, Snowmobile and ATV. Regxstrmon Autﬂmatxon

" ‘Lac du Flambeau Tribal Lxcensmg and Reglstzanon Reczpmé:ty

0 Urban Wildlife Specialist -

e  State Snowmobile Recreation Progi‘ém
G I Oa_tmg Prejecis Earmarked -
o Lakf: Supenor Commercial Flshmg Lwensc Retxxamam

- . '_;Mumczpal '{)azn chair and Removal Grant Program
Mznori’eix d Tecbmcal Changes

- N __Naturai Resaurc% - Stewardsblp

Health ami Fam:ly Semcas = Chlldren and Famlly Serv1ces and Suppoﬂwe Lnrmg - _

Commumiy Aids Flmdmg and. Ssatutnry Changes

Funding for the Commumty Options Program T

Long-Term Care Single-Entry Point Pilot Program

Reestimate: of Foster Care and Ad(}ptlﬁn ‘Assistance: Payments -
Federal Foster Care and Adoptmn Assxstance chmbursement!lnformanan

o Tachnclogy Infrastmcturc Support : S

" Foster Parent Training -

| _..'Specza} Needs Adsptmn Scrv;ces _ :f-’ -

- Transfer: Commnmty Intervention i’rogram -
.- Substance Abiise and Mental Health Block Grants =~ =
R '_Drug Abuse’ Program hnpmvemcnt Surchaxge and the Alizanm for a
- Drug-Free Wiscfms'm__: o _

' Intomcatad Driver Program’ -
- Somestzc Vmieuce Programs .




Paper #516 1997-99 Budget May 30, 1997

e :Ta Jcmt C0mn‘nttee on Fmance

From Bob Laag, Darector
o Legislative Fiscal: Bureau- -

ISSUE
: Bonus Compensat:an Fundmg and Eligibility Modifications (Investment Board)

' [LFB Summary Pag& 355 #3]
_.CURRENT LAW
_ The Invastment Board may award azmual be_m_;s::s durmg a ﬁscal ye:ar to unclasmﬁed staff
for mvcstment parfonnance and for meritorious service which occurred in the 1mmedlately
precedmg fiscal year.. Currently, 89.5 FIE of the agency’s 96.5 FIE base level employes are

-_unclasssﬁed and are. peteni:zally eligible for bonus awards. The annual amount of funding
i i sc_:t by statute at an: amoamt eqmvalent 10 10% of the total base

statute tc a.-maxunﬁxﬁ:nf 25% of em employe s annual saiaxy amount and must be pald out over
-.a three-year period (50% in the year of the award. and 25% in. each of the succaedmg two years),
provxded the individual continues empioyment with the agency. Exceptmns to this caaimucd
employment mqmrement are provided for employes who retire or become disabled, and also for
: -empioyes who die, in which. case the, .employes’ estates receive payment of the escrowed
amounts.. Unclassified staff first become eligible for an award 3:&er they have been employed .
with:the. Board for an entire fiscal year., : : . e

: Fum:is far the bonus pool are appro;mated each bzcnmum as a part of the Investment
..Board’s budgct Cun'ent base level salary and fnngc benefits fundmg for the bonus award peei
.18 $525,500 PR. anmza}ly Since the: estabhshmem of the Investrment Board’s bzmus c{)mpemsauon

program in.1988, bonus compensanon dasmbut;ons totahng $2 386 535, PR have been awarded
1o ehgzble unclassified staff. _ _ o o
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GOVERNOR

Provide that unclassified Board .empiéyes who: el perform functions primarily related to
information technology; and (2) are appointed to perform those functions on or after the general
effective date of the 1997-99 biennial budget act would not be eligible for awards under the
Board’s performance-based bonus compensation program. Further, direct the Board to specify,
in its plan governing the awarding of bonus compensation, all of the unclassified agency positions
that perform functions primarily related to information technology. [In a separate budget
recommendation, 5.0 FTE IT-related positions would be newly authorized and funded in the next
biennium and would become the first IT employes subject to these provisions.]

Provide an additional $103,500 PR annually in unallotted reserve to fully fund the salary
and fringe benefits bonus pool from which awards may be made. S

DISCUSSION POINTS|

1. - The Investment Board uses a "dual release” mechanism to award different portions
of the total bonus pool for investment performance and for meritorious performance. Under this
procedure, the total bonus pool in any year is divided in half. One-half of ‘the total poolis
available for distribution to employes who work directly on individual investment portfolios and

vhose portfolios have exceeded their respective benchmarks; as calculated on a five-year rolling

2. "Benchmarks" are comparative measures developed by the Board 10 assess the
 performance of each investment portfolio. These benchmarks provide a basis for comparing the
e of et of esch potoliot  composic measur of the performance of e pecific markes
'in which the individual portfolios invest. “If a portfolio does not exceed its ‘benchmark; ‘that
portfolio’s proportionate share of the bonus pool is niot allocated and these amounts'lapse ‘at the

"3, 'The second half of the pool is available only if the Fixed Retirement Investment
“Trust Fund, as a whole, exceeds its benchmark, as calculated on'a five-year rollinig average basis.
The Fixed Retirement Investment Trust Fund benchmark is a compilation or “rofl up™ of all of
the composite benchmarks of all of the separate portfolios that comprise the Fund. When the
'Fixed Retirement Investment Trust Fund benchmark is exceeded, an additional 20% of the total
"bonus pool is then added to the amount under the first 50% available for distribution to those
individuals whose portfolios exceeded their benchmarks. “The remaining 30% of the total bonus
‘pool is then available for distribution as an award for meritorious service to any unclassified
investment support staff whose work activities are determined to have contributed to ‘the
performance of the Fixed Retirement Investment Trust Fund. A meritorious service award may
also be used to provide additional awards to investment staff whose portfolios performed
exceptionally well.
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4 5 Cﬁmmﬁy, the Board’s ex:stang-i‘l’-staff (7 O F’I‘E pcssmons) are chgxble aimag with
_ all other unclasszﬁed investment support: staff, for meritorious perfoxmance bonus awards from
;t?us 30% funding pool which becomes available for distribiition when the entire Fixed Retirement
" Investment Trust Fund exceeds its benchmark. Although current ‘Board IT staff have been
eligible for bonus awards since the establishment of the program, it does not appear that they
_have benefitted dlspropemenateiy A review of recent meritorious’ performanca bonus awards
: o investment suppm‘t staff indicates that-only a: smali number of awards have actuaiiy beezz made
' to exxstmg IT staff since: 1990-91:- s -

| Number of Bonus Awards Granted to Investment Support Staff o
~ (for 1990-91 through 1995-96 Investment Performance) '

Investment . Eligible Investment Sugggrt Swaff - . Eligible IT Investment Support Staff
'--'Performancc for o Tota] FI‘E Awards Pe_rcent ... Total FTE: -+ Awards, -“Pé:rc’ént
N 1990»91_. _22.,,- s _._w:-_., s 4559 2y 500%:
199192 - .20 e 9 R e 2 1000
199293 23 9 B9k s 0 S oo
199394 7 S 11 458 2 0 0.0
1994-95 26 16 ... 615, 3 R 333
4 0

199596 ¢ U a8 g 3y 0.0

_ e Aithngh there have been’ oniy fonr bonus ;)oo} awards o IT staff dmng the pasi
- six. years, - the Governor’s ‘recommendation would prospectwcly terminate . this. bonus - pool
- eligibility. for all new TT investment support staff hxres foilowmg thf: enactmem of ithe biennial
budget. ‘Existing TT" staff would not be affected’ by tius provision and would continue’ to-be

- -eligible for bonus awards; howevar a:ny snbsequem rep§acements of current IT staff would then .

become mekgzble for banuses Thls new limitation ‘would first affect the 5.0 FTE IT staff

'rccommended for the Board as a separate decxszon 1tem m thﬁ bndget bill.

B The Gsvarnor has advanced two pnnc:{pal rationales for hmmng famre IT staff :
ehglbﬂ:iy for awards undf:r the Boa:rd’s hanus progmxn [ e e

. First I’f ampiayes perfarm essenﬁaily the saz:ne ﬁmctxons across a.’d state agencws
Equity concerns could arise if a few IT cmployes at the Investment Board received bonus
compensation for these activities while other TT state employes did not. -

* Second, even if the bonus is eliminated for these cemployes, the Investment Board would
retain an advantage in attracting and" retaamng IT staff, since these posmons weuid Temain
unclassified:and: competmve salanes cnald be set by thc Board B -

: 7 R ”{'he Investment Board, for its part has advanced scvcmi ratwnaie:s for mamtmmng
the eligibility of TT staff for'bonus awards:™
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. on investment resuls. Precluding new IT staff from b

"+ Second, ;heﬁgt_;a;};{i_gai;c_fates that its IT staff, including new ;sqsiﬁoﬁs'_;iaéatﬁihépdéa in

the budget, will be involved in a. significant redesign and 1ipgrade of its trading, accounting and

 portfolio management systems. These IT efforts are expected to have an important impact on
overall investment performance. The Board states that it is important for it to continue to have
the option of rewarding meritorious performance in these system redesign efforts by the award
of bonuses. J T I =

.. - 8. .. The concerns raised by the :chem’{ér-'about:bo:_afiis-payments for._SWIngn}_;:_iﬁ?yes
relating to general equity and unclassified staff salary levels are not new issues. Policy questions
relating to the desirability of providing a permanent salary bonus program for unclassified
Investment Board employes but niot for other state enployes have been a part of most discussions
relating to both the initial establishment and the continuation of the Board’s bonus program.

e 9. W"hé:n the Li gisiénxe -creatéé_l the bonus program un&er 1987 Wisconsiﬁ Act 399,

iO. As part of its deliberations on 'ti::aé.i99.5:97' biennial Bﬁdgét, thc Commjtteé placed
the funding for the bonus program in unallotted: reserve pending a review. by the Legislative

‘Audit Bureau ‘to"determine whether the bonus [program might have:had any- direct ‘or-indirect
impact on investment losses which had recently occurred at the Board. The Committee direc_t;;d

updated plan.

11" The" Legislative Audit Bureaw’s August 1995, report did--not - make ‘any
recommendation regarding equity concerns as it relates.to all state employes. Instead, the report
raised the issue of whether the bonus program should be eliminated for investment support staff
and their portion of total bonus pool funds reallocated to investment staff to increase the size of
awards for such staff. However, the Audit Burean chose ‘not 16 recosimend. any such
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modification since there appeared to be ample evidence that the Legislature had clearly intended
that investment support staff also be participants in the program: The audit noted, for example;
that when the Legislature established the bonus program,: it moved most of-the ‘Board’s
investment support staff into the unclassified service and authorized the Board to provide bonuses
to-all unclassified staff. The audit also noted:that the Legislature specifically required the Board
to-adopt a plan specifying the: percentage -of the bonus pool to be awarded fornoninvestment-
related performance. The anditors also cited the Board’s view that recognition of the: meritorious
contributions ‘of all staff; including investment support staff, to-agency: operauons was 1mportam;
in establishing a sense of teamwork and a positive working environment:: : i

01120+ Following the release of audit: report, the Board: resubmitted its existing bonus
program plan-and the Committee, at:its April 116, 1996, meeting under s.-13.10, "approved the
Investment Board’s Incentive: Awards Policy as submitted: by the Board."  The Comﬁuttee
thereby aiso approved the rcicase, of bonus pool fundmg for the 1995»97 blenmum

13. Based on the foregomg actions since the ongmal estabhshment af the bonus
program, it could be argued that the issue of eligibility of all Board investment support staff for
bonus pool awards has prev;ously been settled as a matter of policy. If the Committee
determines that it does not wish-to reopen the matter at this time, it could delete the Governor’ 'S
recommendation terminating bonus pool eligibility for unclassified Board employes who perform
IT-related functions and are first employed on-or after the general effective date of the biennial
budget‘act. -Under this ‘action, the -additional. $103,500 PR annually. recommended by the
'Gavemor to fuliy fumi the saiary and fnngc beneﬁts bonus. pool wauld a}se be- prowdad
e 14.-' Altematweiy, if the Commzttee belwvcs the issue should be revxslted then there
appeaxs to-be no particular logic for terminating bonus pool eligibility only with respect to.new. .

o  TTstaff hires but not for the axxstmg IT staff. ‘It can be argued that if the approach of exc}u&ng: Lk
"4 certain category of employe from bonus eligibility has validity and is to be adopted then it~

should be ‘applied in ‘a manner to achieve a uniform result with-respect.to all such employes.
Acc:o;'dmgiy, the Comrmttee could modify the Govemor’s recomcndaﬂon to: termmate bonus
pool: ehg:bihty for all-of the Board’s IT-related staff for performance relatmg to: 1997—98 and
thereafter. If the Committee adopts this approach, it: could also delete: $32, 700 PR in 1998-99
of salary and fringe benefits amounts required to fuily fund bonus pool amounts for such staff
for 1997-98 meritorious perfc)rmance for whxch bonuses would be payable in 1998-99,

15.  However, it coulci similarly be argued that there does not seem to be any particular
rationale for denying one classification of noninvestment Staff eligibility for bonus awards and
yet allowing other classifications of noninvestment staff to retain eligibility. It could be argued
that' it would be inconsistent to ‘eliminate-bonus program eligibility only for I'T staff when there
are other unclassified investment support staff positions-at the agency that perform functions that
are ‘arguably quite comparable: to: counterpart positions in other state agencies (for example,
auditors, accountants; ‘attorneys, paralegals and policy and budget analysts). . If a type of bright
line distinction were to be sought, the simplest distinction would seem to be 1o .establish a
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delineation ‘between investment staff and noninvestment staff. The question could be poised
whether any unclassified staff at'the: Baard not. du‘ectly mvol*ved in portfaho managemem should
cenunuc to- be ehg1b1e fsr bemzses : = = e : :

Among thess cther staff Wauid be alk the senior management posmens at the Boa:d
(mcludmg tha executive: director; executive-assistant, chief investment ofﬁcer chief financial
officer and chief legal counsel).’ Asnoted above, the Audit Bureau did review the possibility of
ending bonus pool-eligibility: for.all investment support staff, including. senior managers,.but
chose not to recommend-any-modifications to current arrangements. : :

2 17. .- The Committee could act to terminate bonus pool-eligibility for all of the Board’s
noninvestment staff for performance relating to 1997-98 and thereafter. “If the Committee acted
to remove all such noninvestment staff from eligibility for bonus awards.for performance relating
1997-98 and thereafter, it-could: also delete $247,200-PRin 1998-99 of salary and fringe benefits
amounts required to fully fund the bonus pooI for 1997-98 meritorious performance for which
bonuses would be payable in 1998-99 ' - o e

ALTERNATIVES TG BXLL

o 'ri Approve the Gavemor s recommcndauan (a) temunatmg elzg;.bxhty for bonus
awards fcr Investment Board staff that perform functions primarily related to information
technology that are: hired on-and- after-the general effective: date-of the blcmual budget act; (b)
directing the Board to specify, in. its plan governing the awarding of bonus compensation, all of
the ‘unclassified agency-positions that perform - functions primarily: related  to information
: _tec:hnolegy, and(c) prov1d1ng an additional $103,500 PR annually in. unaliotted reserve to fully

- -"3fund the sala.xy and fnnge beneﬁts bonus pcmi fmm wmch awards may ’be made

2. Mochfy the Govcmcr $ recommendanon by {a) temnnaung bezms pool ehgxbxhty
forall IT»re}ated staff at the Investment Board for performance relating to 1997-98 and thereafter;
and (b) deleting $32; 700 PR in 1998-99 of salary and fringe-benefits amounts required to fully
fund the bonus pool for: 1997~98 mentonous performance for which bonuses would be. payabl&
i 1998-99 B :

_ Alterﬁaiwe 2 _ PR
_ 1991-99 FUNDING (Change 0Bil) -_._ssé;/cq _
3. Msd&fy tha Govemor s xecommcnda}zzon by (a) femnaung bﬂnus poot eli gxb;hty

for all investment support staff at the Investment Board for performance relating to. 1997-98 and
thereafter; -and “(b) deleting $247,200 PR in 1998-99 of salary and fringe benefits: amounts
required to fully- fund the bonus ;3(}01 for. 1997«98 meritorious ;aerfonnance for which bonuses
would be payable in1998-99.~ ' wb : : :
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Alternative 3 PR

1997-99 FUNDING {Change to Bill} - $247,200

T,

4./ Maintain current law. [Under this alternative, all existing unclassified staff at the
Investment Board, as well as any newly authorized IT staff, would continue to be eligible for
bonus compensation awards.]

Prepared by: Tony Mason

MO# ;"ﬁ;'."

7 JENSEN /\/ N A
GURADA ¥ N A
HARSDORF ¥ N A
ALBERS XN A
GARD XN A
KAUFERT A N A
LINTON Y N A
COGGS Y N A
iBURKE XTONDA
DECKER XTN A
GEOHGE Y N7 A
JAUCH Y N A
WINEKE Y N A
SHIBILSKI Y HNTA
COWLES XN A
PANZER X N A

A /
ave /L7 /L no [ 7 aBs
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Paper #517 . o 1997-99 Budget . | May 30, 1997

- To: .'Iomt Comrmttec on Fmance’ RN R

~From: Bob’ Lang, Director -
. Legislative Fiscal-Burean °

ISSUE
: Leased Space Increases (Investment Bnard)

{LFB Summary Page 355 #4}

CURRENT LAW .

'I'he Inveszmem Beard has base ievel supphes and services fundmg of- $1 796 SOG PR
annually. Curreni annuahzed space rental charges of $331,800 PR are pmd from the supphes and
services line, . e i L

GOVERNOR =

Provide $76,600 PR in 1997-98 and $75,400 PR in 1998-99 to'fund increased leased
space for staff additions authorized by 1995 Wisconsin -Act 274 and for: new . positions and
consulting staff associated with the agency’s. propssed investment management system project.
Of the amounts recommended in 1997-98, $1, 20{} would be provxded as one-time fundmg for
dataivmce cable installation costs. o S , R
.})ISCUSSION POINTS

1. The Investment Board has requested mcrcased fundmg for ad&uonal ieased space,
as follows:

. .-},?05-_-sqna.re-_-.-fcet of -é;ﬁac_a_ to-house . the additional- staff | éuthorﬁzeci by Act 274. The
agency moved into-this space in September, 1996; and-is now seeking to fully fund the associated
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rental costs. ‘These costs were not requested by the agency as a part of Act 274. Current space
rental charges for this space are $25,700 PR annually.

» 3,380 square feet of additional space to house the 5.0, IT-related positions requested
under the bill for the agency’s investment management operating system. Some or all of the staff
associated with the prime vendor and the management consultant overseeing the operating system
project would also be housed in this space. ‘The Governor has recommended providing $49,700
PR annually for this new space and.an additional $1,200 PR in 1997-98 for one-time data/voice
cable installation costs.

2. With respect to the 1,705 square feet which the agency currently occupies and for
which space rental costs have now been requested, DOA’s budget instructions on lease cost
increases provide the following:

-+ Where an agency expands its occupied space because of program growth, the related
mcreased re:ntal costs are ‘generally-not subject to a standard space rental supplementation by
DOA. This pohcy is based on the assumption that the agency initiating the expansion had funds
available within its existing base to cover such costs.

« However, where agencies foresee the need for additional space (such as the 3,380 square
foot component of this request), but lack the resources within their base to fully fund the
mcrementai costs a regniar budget decxsion item should be dsveloped for such fundmg

. Fmaliy, ”[t}here should be no deczsmn iterns for added space r&ntal costs of program
growth w}uch an agency has already acqmred but is now seekmg fundmg which is after the
_faf;t ' . _ : _ . :

3. Based on these genefal budget instruction considerations, the Committee may wish
to deny providing $25,700 PR annually of additional funding for the costs associated with the
1,705 square feet of space 1t is' already occupled and wh1ch it 1s currently fundmg from base Ievei
resourc&s S : .

4. ‘With respect to future occupied space expansion, when the Board first deveiopéd
its space and funding requirements associated with the IT project staff and consultants, it believed
that space in the Lake Terrace State Office Building, where the agency is currently housed, would
become available once the Office of Heath Care Information was transferred from the Office of
the Commissioner of Insurance, which also occupaes space in thc buxidmg However, this space
has now been assigned to OCL: - - :

5. Since that time, the Board has been exploring leasing options in other state

buildings and in private space. While several units of available space have been identified in the
3,100 to- 3,500 s‘gﬁéw' foot  range, the Board has yet to settle on a-preferred site {or “sites),
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primarily because much of this available space is several blocks away from the agéncy’s current
offices.

6. Nonetheless, the agency indicates that it must move into some additional space
during the summer even though-it cannot now identify its precise space and funding needs.

7. The Committee could provide the entire recommended funding amounts of $50,900
PR in 1997-98 and $49,700 PR in 1998-99 at this time for projected increased lease and cable
installation costs for new space yet to be identified.

8. Alternatively, if the Committee believes that it should not provide additional
funding for the Board’s projected increased space costs during the next biennium until the
agency’s actual needs have been definitively established, it could deny the additional $50,900 PR
in 1997-98 and $49,700 PR in 1998-99 at this time for additional space rental and cable
installation costs. ‘Once any additional lease agreements had been finalized, the agency could
return to the Committee for additional funding under s. 16.515 to the extent that the lease cost
increases could not be supported from base level funding.

ALTERNATIVES TO BILL
1. Approve the Governor’s recommendation.

2} . Modify the Governor’s recommendation by deleting $25,700 PR annually for lease
costs associated with space which the agency has already acquired and is funding from base level
TeSOurces. o

Alternative 2 PR
1997-88 FUNDING (Change to Bil) - $51,400
3. Delete the Governor’s recommendation. [Under this alternative the understanding

would be that the Board could remurn to the Committee for additional funding under s. 16.515
to the extent that any future cost increases associated with new leased space could not be

supported from base level funding.]

Alternative 3 ST oo oo PR
e _ _ BURKE Y N
1987-99 FUNDING (Change o Bill) - $152,000 DECKER Y N
s - - : GEORGE X N
L JAUCH ¥ N
P i WINEKE Y A
Mol oo - SHIBILSK] Y N
| : COWLES Y N
Prepared by: Tony Mason JENSEN A N oA PANZER AN
JOURADA X N A
HARSDORF ¥ N A v L/
ALBERS A4 N A AYE_[L-NO_ [ ABS____
- GARD A N A
Investment Board (Paper #517) KAUFERT XN A
LINTCH XN A
coGan A N A
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Paper #518 | 1997-99 Budget May 30, 1997
M

To: Joint Committee on Finance

From: Bob Lang, Director
" Legislative Fiscal Bureau

ISSUE

Mmor Policy and ’I‘echnicai ‘Changes -- Increased LTE and Per Diem Fundmg
(Investment Board) : —

[LFB Summary: Page 356, #3]

GOVERNOR

Provide net additional funding of $28,100 PR in 1997-98 and $23,900 PR in 1998-99 for
increased LTE salary -and fringe benefits ‘amounts for the agency. . Included as part of this
recommended additional funding is the deletion of $6,700 PR annually from the agency’s project
position salary line.

e S . \\
MODIFICATION T BILL—" B

s e

h’__‘__w____,. et

Restore $6,700 PR annual]y to the agency s project position salary line and instead delete
an additional $6,700 FR. axmua}iy from the agency’s LTE salary line.

et

Explanation The agency had mcluded m 1ts ongmal budget ;)mposal a rcqaest for
$7,200 PR annually for LTE salaries and fringe benefits associated with a request for
funding to support a graduate student intemship program. The Governor denied this
portion of the agency’s budget request and deleted the requested additional funding.
However, the intended deletion of funding was applied to the agency’s project position '
salary line rather than to the LTE salary line. The modification adjusts the funding levels
inthe agcucy 5 project position and LTE sajiary lines to acwmphsh the Governor’s intent.

| BURKE NN A
MO# %d Q‘&A’lm"t : DECKER X N A
e GEORGE X N A
Prepared by: Tony Mason ZJENSEN = Y y7 N A JAUCH XN A
OURADA A N A WINEKE XN A
| : _ HARSDORF A N A SHIBILSKI XN A
. éizgﬁs ,:; N A COWLES ;;j N A
_ N PANZER .
Investment Board (Paper #518) KAUFERT 27N : ' o A
LINTON XN A !
COGGS A N A AYE, %@ NO O ABS




Paper #519 . 1997-99 Budget _May 30,1997

To: Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE
Cha.rgmg Expen.sas to Current Incame Accounts (Investment Board)

[LFB Summary ?age 356 #6]

CURRENT LAW

Under current faw, any expenses incurred by the Investment Board relating to the
following activities may be charged against the current income accounts of the funds for which
the services have been provided:

_ . * Employing special legal or mvesnnent counsei in any matter ansmg m;tt of the scape of...
the Bc)ard’s mvestment:an" R st : L

i Empioymg profcssmnals contracters or other agentsto evaiuate or o;;erate any property
if a fund managed by the. Beard has an mterest zn, or is conmdermg purchasmg or iandmg money
based on the value of the pmperty, [

S‘¢cmng'_'lnsuran6¢'-for_ Ies;s- of *Séciititfieﬁ*cr property owned by the Board;

e Employmg outsule pmfessxonais to cvaluate Operate and mamtam propemes managcd
by Beard and s

. Insunng against or paymg ~for actions of its empioyes mvalvmg actlvmes camed ont
wh,xle actmg as an ofﬁccr or dﬁeﬂter ef a campany m whlch the Board has mvested money '

Amounts expensed from current income accounts are not appropnated by the Legislature

but rather; are charged . agamst the ‘gross revenue Teceipts of the appropriate fund. As such, costs
for services paid in this manner represent an "off-budget” source of funding for the agency.
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Prohibit the Investment Board from charging expenses to or paying . costs from, the current
income accounts of funds underBoard’s financial management, if the expenses or costs would
be for:

* Data processing services;

» Information teclfnology' and teléGommunications services;
* Accoun-t.ing servzces (othézr.than actuai'ial Services); or

» General management services.

Further, require the Board to subnnt to DOA: no later than 45 days after the conclusion
of each calendar quarter a report detazhng all costs and expenses whlch have becn charged during
that caiendar qua;rter to the current income accounts. of funds under. the. Board’s financial
management I

Under the Govemor s recommendation, if the Board wished to make 2 future expenditure
for a type of service which could no longer be charged to current income accounts, the Board
would have to seek a specific appropriation of funds for the undertaking. . .

DISCUSSION POINTS

o .Th;-,:‘ _Bea;_r ¢ :"authomy to make off budget expendltures thmugh the. use of direct
__charges agamst the current income account of funds under management was mmally provided
under 1983 Wlscansm Act. 27 According to the agency, this authomy was originally requested

to prov;de thc Beard vith. sufficmi: cxpendzturc ﬂexxbﬂlty to allow the takmg of any actions
necessary to ma}s:e mmnzam and pmtect its investments. : : _

2. The Gavemor 5. eurrent proposal would hrmt thm expendxture ﬂexzblhty with
regard to expandm:ire of funds for’ outsuis professmnal or contractual services by defining types
of services for which costs ceuid :no lnger be expensed against the current income accounts of
funds under investment. As a consequencc, the costs of these services would have to be funded
through the Board’s general program operations appropriation. The Governor’s apparent rationale
for recommending this moﬁxﬁcaﬁon stemmed from the ;dentlﬁs::auan that certain expenses relating
to the devclopznent of the age,ncy S mvestment mzmagement operatmg systems IT budget proposal
were being funded off- ’budgst in advance of gubematoraal and 1ﬁgzsiat1ve approval of the project.

3 Speczﬁcaiiy, a consultaﬂt was re:amed by the Eﬂard to d&v&iep a requestmfer—
proposais (RFP) for secmng a prime contractor, wath expertise in systems integration to be
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- responsible’ for the overail managemcnt planmng, selectm pnmnuai modlficatlon or custom
development a.nd mstaﬂanon of the proposed. management operating’ system "The consultant’s
fee for developing this RFP was funded as a direct charge against current investment income.

4. Subsequently, Price Waterhouse was selected as the prime- contractor and began
initial plaxmmg and system: ciesxgn cfforts for the project.:. “These: subsequent acmvaues by Price
Waterhouse were a.‘iso expéﬂscd against current investment income. " By early 1997, ‘the State
Budget ‘Office had 1dent1fied total off-budget consulting expenses and future commitments for
the proposed IT project of $1,222,300. These findings apparently raised the concern that the
agency was bypassmg the budget. approval process in order o begm fundmg the management
" ‘operating systems IT proposai The recommended language in the: ‘budget- bill is’ apparently
: -mtended to and ﬁ:us off-budget fundmg optzon for: obtazmng any of the se:mces 1dent1ﬁed above

5. The Baard has raased a canccm that the Govemor 5 propesed language limiting
the use of direct. charges for ‘certain enumerated activities (data processing. services, IT,
telecomumcatlons services;. accountmg services -other than: actuarial services, "or . general
* management servzces) may. have the ' unmtendtd effect” of ehmmanng fundmg for types services
- other than those reiated spﬁc;ﬁcaliy to. thc proposed IT project. It is: open to’ qnesucn, however
‘whether it is the Governor's intent to foreclose the use of these" off~bu::iget expenditure

mechanisms just with regard to current proposed IT project. Further, while it is true that, under
the Governor’s language, the Board’s ability to: use.the:direct- charge: mechamsm for the
“énumerated actwmes would be enc{ed, the Board would still have the aptzon to fund any Of the
: enumerated services pursuant 10, the mgular appropnaﬂon procass mc}udmg suppiemental PR
: appropnanon adjusﬁnems under s. 16.515. . I

6. Spmlﬁcaliy, the Boa:rd beilevcs that At Imght not be abie to fund the costs

“associated with custodial bank . services @s. a charge against current income. Custodxai bank_-
charges typically result from such activities as receiving;- hoidmg and” dehvenng securities;
collecting interest and dxvxdsnés forexgn exchange :services; reporting on Board- hol&mgs and
undertakmg tax recovery efforts The Board views these as possibly cﬁvered under the yropcsed
‘prohibition on usmg charges agamst current income amounts.for accountmg services and general
management services as petcntxaliy resmctmg the .ability of the Board to charge custodial bank
-services agamst curr&nt mcome ‘The Board also has a concern thax the. proposed langunage could
be interpreted to prohibit the use of direct charges to retain outside censultants to evaluate the
management and effacﬁvene*ss of pamcula.r areas of investments. B

7 The Execauve Dlrector of zhe Beard has suggested a}temaave language, as a
‘means to avoid such limitations on the use of direct- charges: to find custodial bank costs,
specialized consulting services or external management costs. The alternative language would:
(a) create a session law provision applicable only to the period prior to the enactment of the
1999~2()01 biennial bﬁdget act rather than a permanent statutory provision; (b’ ‘be narrowed in
scope 1o apply only to expenses associated with the design and installation of computerized
information systems; and (c) be clarified to exempt from that limitation any expenses incurred
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matters, - A's-:prépdsadfby--thé Board, mé-.;-mu;ﬁng limitation on the types of expensesthat could

 no Ipng"gr.pg:-_égjpgnséd:agaiﬁﬁt.cuzrent'-incomewaiﬂd essenualiyapply on a one-time basis only
. to the implementation phase of the ‘agency’s proposed IT project. ' ‘

I the Committee agrees with the Board that the limitation on the use of direct
.charges should be -2pplied. on: & one-time ‘basis “only, it could adopt the Board’s proposed
modifications. Or, if the Committee believes that the Board’s revised limitation provisions
‘should be continued on a permanent basis to apply to future IT projects, it could adopt the
Board’s modified language as a permanent statutory provision. |

o 0 o It ceuld ?:5_?_;.._.a;?fgnei_i,;"h'cfme?e'r-_, that the- Executive '_ Dzrecter’s ;ﬁr_cﬁibséd_ Iénguage

- would prohibit, on a prospective basis, actions that have either already been taken, such as
charging a large portion of the design costs to current expenses or would already be provided
through budget funding for 1997-99, .~ oo N8 o ..
. 1. The Board’s: concerns. that it could not engage and ultimately pay for certain
enumerg;gd__._scryig%:_if they could not be expensed as a direct charge against investment income
- does not recognize that the Board has the ability to seek appropriation authority to support any
or all of these activities. Tr appears to be the Governor’s intent that if the enumerated activities
subject to the direct charge limitation are to be undertaken, the__:xpg_ctaﬁqq_,is_ that they should

be provided for through the fegular appropriation process.

12 Tombe argued that with adequate appropriation authority, there would. be no

13, E.s',.t.aﬁlis.hing an appropriation for these activities would have the a&vaﬁtage of: (a)
reducing the amount of expenditure activity at the Board t_h_a;__is_"off-bugigeg;" (b) requiring the
Baard_gq_b;zdget-_speciﬁcaﬁy for these activities; and (c) subjecting these expenditures to oversight
and review by the Governor-and Legislature, = _ .

14, If the Committee decides that it would be desirable to appropriate funds for the

types of services that would be made subject to the direct charg;: limitation recommended by the
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Governor, it must éetenmne the manper of: appropnatlng funds for. sm:h pﬂrposcs and the amount
effundmg tobelmually prowded : e T ST e

15. Wlth respect to prowdmg for an appropnanan, the Comnntﬁee ceuld (a) establ;sh
a separate PR continuing appropriation to fund the costs of the services that would be newly
subject to the direct charge prohibition; or (b) provide the additional expenditure anthority under -
the Board’s existing PR annual appropriation which supports its general program operations.’

16. A PR continuing appropriation established such that the. agency may expend "all
monies received” allows monies to be expended indefinitely to the extent of available revenues
(in this case, earnings:from the funds under .investment). . Spez:;fic dollar amounts appearing in
the appropriation schedule mf:mly represent estimates of the amounts to be. expenﬁed dunng any
gzven fiscal year but are pot limiting.’ I - CL T

17 Centmumg apprepnauens tend to bc secn as: éesxrable where actwmes are cychcai
or epas{)dlc m ‘nature or are anpredzctable in terms of expendzture demands, However, the. types -
of expenditures which would. be: required:to. fund the services which would be sub_]ect to the
direct charge hnntazaon rf:commended by the. Govemor do zmt appear to.be sufficiently cyelical
o1 unpredzctable in nature. to warrant. this type of appropnaﬂen Further, these types of
appropriations.: Iessen the. level-of oversight compared to sum-certain. appropnamns where 2
specific level of expandﬁure is set. P T S :

; S £, Budgetmg instead for the costs of the services that would be subject to the direct
cha;rga 1mn£at10n under the agency’s current PR annual general program operations. appropriation
would have the effect of permitting expendxtures for these activities only up to the amounts

provided in the appropriation schedule. If the expenditure authority provided was msafﬁcxem N
S -?the Baard w "uld_have to: su’bxmz a s 16 515 request fer zmy mcmased expendlmre authonty o

o _19-.-_1_-: Thc Board has uienﬂﬁed bath the types ef servmes whzch hava be.ea cha:ged t0
dzrcct income during. the-last two. calendar years. that appear to be. subject to the limitations
proposed by the Govamor and the amount of dzrect charges thai have been made for these types
of services. 'I‘hls mfmmatmu follows: . _ . . :

Estmaated Boarﬁ Expensm Subject to the Govemor s Direct Charge Prohlbztmn
(Calendar Years 1995 and 1996)

Type of Expense of;Fee 1995 Ameﬁnt 1996 Amount
Investment Consultation and =~ ~° -

Accounting Fees $438 900 $784,500
Custodial Bank Fees 3 67{} 9{%0 3,498,500
Total $4,109,800 $4,283,000
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'-20';- Fer the purpese ‘of deveinpmg a“base level of funding’ 10 be included for the
charges and fees identified above, the Committee could initially’ provide -an amount ‘equivalent
to the average of reported expenditures for the last two years Under thxs scenarm a total of
$4, 196 4{30 PR annualiy would be mchcated e :

ALTERNATWES,TG_B.EL it e

B S Apprave the Governor § rewmmendaﬁcn

o Mc:dlfy the Governor s recemmendauon by: (a) deietxng thc Govemor s statumry
enumerition of services that would be made subject to a direct charge prohibition; (b) creating
a session law provision instead, applicable only to the period prior to-the enactment of the 1999-
2001 biennial budget act and providing that the types of services for which costs could not be-
expensed against current ‘income™ would ‘be limited to ‘expenses -relating to- the design or
* installation of. campatenzed mfonnaxmn systems {©) spmlfymg that the session: law direct charge
prohlbzuon provxswn would not apply to ‘costs‘incurred in’ coxmectzon with transfers between the
Board and third parties ef data reiaung fo mvestment matters, and (d) mod1fymg the proposed .
statutory provision requiring the Board to submlt quarterly reports to DOA detailing all costs-and
expenses charged to current inicome accounts t0 provide: that’ such reperts alsa be snbnutted 10
the Joint Committee on Finance. SR ST

3.0 ¢ -Same as Adtematzve 2 except make the proposed session law ianguage a permanent
statutory pmvxsmn - S P 3 - = ; el

SCI'VICeS T servxces, telecommunications ' services, accountmg services other than actuarial
servxces, or generai management serv;ces that ‘could. no-longer be. expensed ‘against current
income; (b) clanfying the statutory - purposes of the Board’s general program’ Gperanans-
appmpriatxon 10 provide for the payment of these costs; and (¢) medifymg the statutory provision
requiring the Board to submit quarterly reports to’ DGA detaﬂmg all-costs 'and expenses charged-
to current mceme acceunts to prowde that such reports also be subrmtted L the J oxnt Cc}mnnttee
OﬁFlﬂﬂﬂCG : S . L O

Aiﬁeraatw& 4 i
' 1997.99 FUNDING (Change to Bil) $8,392,800 |
5. Maintain current law.

Prepared by: Tony Mason
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Paper #520 1997-99 Budget May 30, 1997

To: Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE
' Statumry Changes Regardmg Semor Management Staﬁ‘ (Investment Board)

[LFB Summary Page 357 -#7}

CURRENT LAW

The Executive: D1rector of the investment Board -may appoint one diViSl():ﬂ adnumstrator
and all' investment directors.” The" Executive Director is also required to .appoint. a.chief
investment officer and all other employes necessary to carry out the functions of the Investment
Board.

GOVERNOR

- Include statutory language to: (a) authorize the Executive Director to appoint a chief legal
‘counsel, chief financial officer and chief risk-officer; (b) designate these three positions as."state
public officers” under the state code of ethics and as:: "officials required- to file" an- annual
staternent of economic interests with the Ethics Board (c) enumerate these three positions under
the existing prohibitions ap;alicabie 10 all Board employes which bar. employees from:having a
financial interest, either directly or indirectly, in any firm selling or marketing real estate or
mvestments of any k;md or: fmm rendenng mvestment advice to others for remuneration.

Repeal the current enumeration of one dmsmn adm;mstrator te be appomted by the
executive director and associated statutory language relating to this position.

Modify the current requirement for the Board’s trustees to appoint one of the agency’s

investment directors as assistant executive director by expanding the list of empiayﬂs eligible to
be appointed to include the agency’s executive assistant, internal auditor, chief investment officer,
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chief financial officer, chief legal counsel or chief risk officer. ‘Designate the agency’s executive
assistant, chief financial officer, chief legal counsel and chief risk officer as subject to Board
rules which restrict employes from having direct or indirect financial interests in entities
providing service to the agency, govern the receipt of gifts or favors, and address personal
investments of employees to prevent-conflicts of interest. :

DISCUSSION POINTS

1. The designation of any employe of the Investment Board as a "state public
official” has the effect under current law of qualifying the employe for a higher retirement
multiplier factor and increasing the employe’s paid leave benefits. As a result of the Governor’s
recommendations, all of the following Board employes would be designated as state public
officials: Executive Director, executive assistant, internal auditor, chief investment officer, chief

financial officer, chief legal counsel; chief risk officer and all investment directors. Currently,
there are eleven investment directors. ‘Thus, under the Governor’s proposal, a total of 18.0 FTE
positions would then be designated as "state public officials” and be qualified for higher

retirement benefits.

2. There is currently no statutory limitation on the number of investment directors
that may be designated by the Executive Director of the Board and thereby qualify for the higher
fetiterent benefits ‘and- additional leave time. -By contrast, in. state agencies with division
‘administrators, the number of division’ administrators in the agency that may qualify for these

enhanced benefits is specified by statute.-

_ 3. The number of positions actually designated as investment directors has increased
steadily in recent years. In 1991, there were six; in 1993 there were seven; and since 1995 there
have been eleven. B S

4. ° - Since there is no current limitation on the number of investment directors that
could be designated by the executive director, the Committee may ‘wish to consider setting the
authorized nimber at eleven; the current number of directors.. -~ = L

5" In the future, if the Executive Director wished to appoint. additional investment
directors who would be eligible for higher retirement benefits and additional leave time, a change
in the statutory number of authorized investment directors could be requested in the same way
that a change in the number of unclassified division administrators in other agencies must be

ALTERNATIVES TO BILL -+

1. Approve the Governor’s recommendation.
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S kY

EE/J Modify the Governor’s recommendation by including statutory language specifying
that the Executive Director of the Investment Board may appoint eleven investment directors.

Prepared by: Tony Mason
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INVESTMENT BOARD
LFB Summary Item for Which No Issue Paper Has Been Prepared
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Paper #595 . 1997-99Budget ... - . - . May30;1997

. Tor ... Joint Ccmrruttee on Fmance

From: . Bob Lang, Dlxector :
Leglslatwe Fiscal Bureaw .=

ISSUE
Licensing Automation (DNR -- Fish, Wildlife and Recreational Aids)

(LR Summay: Page 406,421

CURRENT LAW

‘The Department of Natural Resc;urces cum:nﬁy adnnmstcrs a huntmg and ﬁshmg izcense
sales system. Hunting and ﬁshmg licenses vary according to: (a) the type of species that may be
pursued; (b) the method of pursmt (¢) the number of. people for whom the license is valid; and
(d) the time penod for which the lxccnse is vahd In order to hunt or fish certain ‘species
{waterfowl, wild turkey, phcasant inland waters trout Greai La.kes trout and salmon} a person

._must Purchase a stamp in- adchaon 104 hcense oo L B

Most Izcenses may be puxchased dzrcctly from DNR OF through county cierks and thexr

-agents (generally sportmg goods stores), although certain licenses are only available through the

Department. Tssuance fees of 75¢ for licenses and 25¢ for ‘stamps, are included in the purchase

price. Revenue from these issuance fees is émdcd between the agent (50¢. for a license and 15¢
for a stamp) and ceunty clerks (25¢ for a license and 10¢ for a stamp)

GOVERNOR

‘Provide $657(}06 in 1997—98 and $1, 288 0{){} in 1998 99 from t.he ﬁsh and -wildlife
account of the conservation fund to complete developmcnt mlplement and operate an:Automated
License Issuance System (ALIS). Require DNR to promulgate rules regarding the issuance of
approvals, including: (a) the signature requirements if any, for each type of approval; (b) the
conditions, if any, under which a person may be issued an approval for another person; and (c)
the authorized forms for stamps and the methods of attaching stamps to, or imprinting stamps
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- on,approvals. Allow the Departmentto{a) directly issue approvals; (b)-appoint, ‘as an agent of -
. the Department; the clerk of one or more counties to issue approvals and specify that clerks shall
accept the appointment; and (c) appoint persons who are not employes of the Department to issue
approvals as agents of the Department.: Require DNR -to promulgate rules for each type of
hunting, fishing, combination and duplicate license that specify which persons appointed as
agents will issue that type of approval. Allow DNR 1o promuigate rules regulating the activities
of persons appointed as agents. Eliminate the current statutory authority of county clerks to issue
these licenses (though a county clerk could be a sales agent under the bill). Sales agents would
continue to retain an issuing fee of 50¢ per license and 15¢ per stamp. The 25¢ per license and
10¢ per stamp that had gone to county clerks would be retained by DNR. Allow DNR to publish
emergency rules, without the finding of an emergency, within three months of budget enactment
to implement these provisions.

DISCUSSION POINTS

L .. DNR’scurrent system for distributing ficenses is a two-tiered system, under which -
DNR distributes licenses to county clerks, who in tum distribute them to sales -agents. DNR
indicates that the current system is problematic in terms of license distribution and revenue
‘collection. The Department also indicates that the system 1s too paper-intensive and inconsistent
across counties. The number and variation of licenses sold can also create problems for sales
agents, and the current delivery system does not allow agents to respond to variation in license
demand. The current system also does not aliow DNR to keep customer records.

o220 = The 1993:—95*'2)_1’_@11%1 budget created a ni 1e-member comnntteeto reée.ri:i_ix'zend:'a

streamlined, more cost-effective and functional licensing system to the DNR Secretary. The

committee included representatives from the Wisconsin Counties Association, the County Clerks
~ Association, the Conservation Congress, the Wisconsin Merchants Federation and the

* ‘Departments of ‘Transportation, Administration and Natural Resources. Among the committee’s
recommendations were that: (2) DNR ‘should move forward in designing and implementing an
improved point-of-sale retail sales system for issuing hunting and fishing licenses; (b) there
should be a direct relationship between the retail vendors and DNR; and (c) the portion of the
issuance fee now paid to county clerks should be redirected to support an improved system..

3. In the 1995-97 biennial budget, $100,000 SEG from the conservation fund was
appropriated for licensing automation, contingent upon the approval of release of the funds by
the Joint Committee on Finance. Joint Finance released $86,200 in December, 1995, to contract
for the development of design specifications required to create the request for proposals
associated with the automated system. The additional $13,800 was released in March, 1996, to

contract for technical work related to business system software.

. 4. - The Governor’s ' recommendation would provrde fundmg _fe}. -develéi)ine,ﬁt
($550,000), marketing ($20,000) and the proof of performance prototype ($300,000) in 1997-98
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and:for development ($75,000); maxketmg ($20 000) and operational charges ($1.5. nmillion) in
1998-99. The new costs resuitmg from ALIS are partially offset in the budget. Tequest. by
reduction of the existing costs of the licensing system, such as postage, forms and distribution
(approximately: $307,000 in 1998-99).. Beyond 1997-99, the Department estimates that:costs of
the existing paper system. (forms; form: distribution, data conversion)-will continue to. decrease,
while most of the costs of ALJS (with the exception of operational charges) will decrease or be
eliminated.

oo Surens Under ALIS, adata terminal and printer would be placed at license sales locations,
Hunting -and fishing licenses could be printed by agents on demand. In addition, license sales
information could be captured electronically and license revenue could be collected via electronic
funds transfer. Given that all DNR licenses could be programmed. into the system, agents would
be-able to sell all DNR licenses-and stamps. Licenses would be printed on durable stock, and
multiple licenses: could be pnnteci on-one form. Agents.could also be updated on new information
through notices .on-an’ electronic: hailetm board system. The delays.of a paper system would. be
minimized, and license mventory contrcl could be 1mpmvad o - REr.

o 6 o The Department mdxcates that the 1998 license year (beginning April 1,.1998 and
endmg March 30, 1999) would hkely be a transitional one, utilizing. both the -current: paper
system and the new automated system as it comes-on-line at various-locations.. The Department
indicates that-the proof of performance prototype would: take place in the spring of 1998, with
ALIS being implemented on: a regional basis starting in July, 1998, and the system being fully
implemented by: the-end of 1998. The 1999 license year is. then envisioned as the first year of
comp}ete operauons undcrALIS L b v nm e R . i EET

i ALIS wnuid reduce the mie of county clerks in zhe hcensmg process SB 77 would_ g
eliminate the current statutory authority of county clerks to issue licenses. A county clerk could
still be appointed as an agent under ALIS and thus be able to ‘keep the portion of the hcense
revenue retained by any other agent. DNR would retain the fees currently retained by county
clerks. It would also allow for a direct relationship between DNR and sales agents and allow for
add;tzonal state revenues to cover the cost: of ALIS (agprommately $350 {}Oﬂ annual]{y)

G S.-_ ; SB 7? would reqmm county cierks to become hcense agems tmder ALIS 1f .
appemtcd by DNR to do so. The Department indicates -that this-requirement was included to
allow for uniformity in the license issuance system. This could become important if the county
clerks are given any responsibilities. beyond those: of other agents under; ALIS as part of the
implementation. process.. If- ail county clerks -are not.participatingin the system, it could
complicate the-implementation and ongoing operation of ALIS if the county. clerks are given an
cnhanced roie m the syﬁtem (for exampie, some cmmty cierks have -asked.for a lead role i in, the
coamty) Ceave:se}y, thlS rcqmrement could be 1mposmg a mandate on same county cler}m wha
would. rather not take on-a role of a license agent. DNR indicated-that -while there is no g&neral
consensus among all-county clerks on this issue, those clerks.who were originally included on
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the ALIS advisory -committee supported the 1dea of county clerks bcmg reqmred to accapt the
appomtment as- Iicense agent 1f 1t is cffered R :

@i o The petemxal ‘cost burden of the new system for agents is. anc:thf:r issue: DNR
indicates that,‘as part of the sales agreement, agents wauid hkeiy pay a bzwcﬁkly or mﬁmhly fee
for the maintenance of ALIS terminals. g g :

10.  The Department indicates that it is unclear how the new licensing system will
affect the number of agents sélling licenses. The maintenance cost of the ALIS terminal could
Jead some smaller license agents who sell few licenses to'drop out of the licensing system. On
the other hand; agents who had not participated in the licensing system before because they felt
the systér was too paper-intensive of 100 time-consuming: ‘might choose to become agents given
the greater convenience of licensing activities under an automated system, regardless of additional
maintenance costs. The Department believes that an adequate number of agents will be a part of
the sales systemn after the unplementaﬂan of ALIS and that the new: system wouid not affect the
availability of license agents for. hunters and’ :f”zshers £ ST S :

11. ' “The full costs of the hcensmg ‘system are - stﬁl nncenmn at: thzs time The
Department has signed aletter of intent with the chosen vendor for the system, but is still seeking
clarification of cost estimates: DNR would not-enter into an agreement and-the vendor would not
begin work on the system until funémg is-certain. The laterthe effective date of the budget-bill,
the later the vendor would begin wortk on the system and the more likely-it would be that some
costs would be delayed: Based on worst-case cost projections, the: Department estimates that an
additional $1.5 million might be necessary in the biennium for the initial 1mplementauon and
operation of ALIS. (The fish and wildlife account will have an estimated balance of $2.7 million
" as-of June 30, 1999.) If funding approved for the biennium in the budget: niumately proves to be..

'-madequate DNR could request add:t;onai expendmme authonty through se;aarate lagisiatxon or.
through the s. 13 IO process B S

12.~ “In"addition, the time frame’ for the development of the system could affect the
costs. Fuall’ 1mplementatzon ‘of ALIS; ‘and the: correspondmg costs of the system, depend on the
progress of development of the system and the results from the proof of. performance prototype.
Should developmenttake lougcr than expected or should: nnanucxpated delays anse the full costs
of the system would be allocated over a l{mger penod : - - S

13.  DNR is aiso pursuing the pesszbzhty of using federal P;ttman—Rabertson and Sport
Fish Restoratiori funds for ALIS. Federal regulations prohibit 'the use of federal funds for the
purpose of producing income, but mcome-—producmg activities incidental to accomplishment of
approved purposes ‘are allowable, In addition, ‘the use of Pittman-Robertson or ‘Sport Fish
Restoration funds for law enforcement pufposes is not eligible, while the use of such funds for
harvest 'surveys for fish and wﬂdiife population managerment, demographic surveys of hunters and
fishers and public opinion surveys to improve recreational epportunmes are approved uses of
funding. Thus; to the extent that ALIS is viewed by federal officials more as an-information
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collection and database system and less of a law enforcement tool, the better the possibility of
being able to use more federal funding for the system.

14.  Only one state, Montana, has sought approval from the U.S. Fish and Wildlife
Service for the use of federal funds for an automated license system. The Fish and Wildlife
Service determined that 50% of the development and operations costs of the system were eligible
for federal funds. (Federal funds can be used for up to 75% of eligible costs.) DNR indicates that
there is no established federal standard for what percentage of an automated license system can
be covered with federal money, but that federal fish and wildlife funds could be used for
anywhere from zero to 75% of project costs, pending authorization. This would require DNR to
determine what amount of federal funding would be used for ALIS and what amount would be
used for other fish and wildlife purposes also funded through the grants, such as habitat work.

ALTERNATIVES TO BASE

1. Approve the Govemor s recommendation to provide $657,000 in 1997-98 and
$1,288,000 in 1998-99 from the fish and wildlife account of the conservation fund to complete
development, implement and operate an Automated License Issuance System (ALIS). Allow DNR
to directly issue approvals or appoint sales agents. The current 25¢ per license and 10¢ per stamp
that goes to county clerks would be retained by DNR. Allow DNR to publish emergency rules,
without the finding of an emergency, within three months of budget enactment to implement
these provisions. Require a county clerk to accept an appointment by DNR as sales agent.
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Paper #596 e 1997-99 Budget _ May 30, 1997

| o Joint Committee on Finance |

From "Bob Lang, Director
" Legislative Fiscal Burean =~ ']

L{SSUE
o Llcansmg Database Use and Fees (DNR -- Fish, W:ldhfe and Racreat:onal Atds)

[LF;B Summary Pagc 406 #3]

_C-URRENT LAW
Under open records laws, the Department of Natural Resources must release the
identifying information (name, address and telephone number) of those people who apply for

licenses or reg1ster mcreatmnal ‘vehicles'to anyone who requests it. ‘The: Department can charge
{mly the costof compxlmg and prewdmg the mfoxmanon to the reqnestor g

GOVERNOR

-Allow DNR 1o’ refuse to revea.i the name, address or telephone number of any person to
whom & imnnng, ﬁshmg, cambmanan ‘or duplicate license is‘issued. Allow DNR to charge a fee
for providing, or for the use of, such identifying mfonnatmn No person ‘who obtains or uses
identifying mfcrmatxon prov;ded by DNR would be able to refer to DNR as the-source of the
information unless the: pez‘sen cieariy indicates that ‘the provision of or ‘permission to use the
information does not indicate DNR’s knowledge of, involvement with’ or authorization of the
person’s activitics. “Any fee charged by ‘DNR for this information- would at least equal the
amount necessary to'cover the cost of collecting; storinig, managing, compiling and providing the
information. DNR would use the money collected for the identified costs. If the fees collected
exceed the amount necessary to cover costs, DNR mustuse the exeéss: for data: systems systems
for i zssumg appmvals and Gther mfonnataenai activities. R : : :
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1. DNR currently collects the name, address and phone numbers of people who apply
for the special permits offered by the Department (such as the hunter’s choice permit or the wild
turkey hunting license) and for people registering all-terrain vehicles (ATVs), boats and
snowmobiles with the Department. Similar information for most hunting and fishing licenses sold
by agents throughout the state is not collected, because any paperwork with identifying
information for these licenses is not currently collected by DNR.

2. DNR licensing staff indicate that the main users of this information are: (a) mail-
order retailers seeking additional customers; (b) sport clubs seeking merbers for recruitment; and
(c) direct marketing firms who purchase the information and reformat it for sale to other entities.

3. DNR generally charges a base fee of $100 for a list, with an additional fee of 10¢
per page, $10 i{-pg:_r;-mg;ne;i_k:j_gstapg,;fpr -$3 per 1000: printed labels. An additional fee of $50 is

4, As part of licensing and registration automation, the Department will be gathering
identifying information on the purchasers of every hunting and fishing license it sells. Information
currently not collected on the purchasers of some of the Department’s best-selling licenses (for
example, resident deer, small game and fishing licenses) would be collected under the automated

o 8. Giventhe comprehensive -infc_;_rmati;m_-;ha-_ligqr__ising_;datab:ase would con;aiﬁ under
automation, DNR expects the information.in it to be considerably more attractive 10 those who
. now purchase it as well as other potential customers. DNR licensing staff expect the number of
" requests for information to increase under the new syStem. oo

6. DNR licensing staff and administration officials indicate that this recommendation
was:made in ;)artto allow -the: Department to capture.some of the revenue that would otherwise
go to- direct marketing firms that purchase data collected by the Department and generally sell
the data to other customers ata profit. -« o _

_..7.. . Since the state pays the cost for the licensing infrastructure and the employe costs
to collect and process: the information in the database, it could be argued that the state should
have the same opportunity: as: private industry to sell the lists to customers at market value or,
at least, some amount-over the nominal-cost-to compile and provide information.- - .. e

. .8 . .Onthe other hand, information collected by any.stafe agency:can be viewed as part
of the public domain and any attempts to-profit from such information gathering could be viewed
as inappropriate for the state. Higher fees could also make such records inaccessible to the
general public or for organizations using it for other purposes, such as research.
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"9+ +The Committee could: choose: to allow’ 'DNR 0 wmve a pomon of the fee if the
mfermatlon is'requested by other governmental agencies or nonprofit organizations ‘as ‘opposed
to retal}ers or dxrect marketmg ﬁrms who would proﬁt from thas mfemanon

100 " The prowsmns related to° DNR’S abllzty to: pefuse o release 1dent1fymg information
are intended to allow DNR to be more selective in ' what sort of information’is given 'out to those
who request it. DNR licensing staff indicate that the intent is to accommodate situations such ‘as:
() not giving out the identifying information for purchasers of youth licenses if the purpose of
the request would appear to be for telemarketing purposes;:(b) not giving-out time-sensitive data
(such as the 5- day periods for which a person’s wild turkey license is valid) if this information
could be used for criminal purposes; or {¢) not dzstnbutmg information on paopie who now wntf:
to the Department and requcst that persona} mformataon net be released %5 e

EIES & 6 Conversely, it could be argued that this mfozmatzon sheuid still be open to: pubhc
access- since zt has been collected by a state agency. Since license buyers are being: given the
ablhty to huntor fish as ‘part of their hcensc purchase from: DNR, the posmblhty of havmg their,
1dent1fymg mformation given’ eut to" another entity ‘could” be v;cwed as an 1mphc1t part of the"ﬁ .
license purchase : R

T12.0m {)ri' the 'other hand; license purchasers might have some expectation of privacy and
might not want their name, address, telephone number or other identifying information given-out
to any other person or company as part of purchasing a DNR license. Thus, the Committee could
require’ DNR to offer the option of not having identifying information given out as part of the
new automated license system to accommodate their customers’ wishes. DNR licensing staff
indicate that it has not been decided whether this option would be offered under the automated
-system.

ALTERNATIVES TO BASE
A.  Release of Identifying Information

1. Approve the Governor’s reconnncndatxon to allow DNR to refuse to reveal the
name, address, telephone number and other identifying mfsnnatmn of any person to whom a
hunting or fishing license is issued. No person who obtams or uses identifying information
- provided by DNR would be able to refer to DNR as the source of the information unless it is
clearly indicated the provision of mfarmatmn daes not” mdlcate DNR’s authorization of the
person’s activities.

2. In addition to Alternative Al, require the Department to offer license purchasers
the option, at the point of sale or on an application, of not having their identifying information
given to antyone as part of a data request.
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. .3. - Prohibit the Department from disclosing the name, address, telephone number and
other identifying information of any chsm: to whom a hunting or ﬁshmg license:is issued. -

4. Mamtam current law (DNR wouid be reqmred to revea} the name, address,
telephone number and other identifying information of any person 10 whom a hunting or ﬁshmg
license is: 1ssned if the information is: requested) :

B - Chafges__-fér Informa.tzi.cm. e -

| 1..- Approve the Gevernor s rccommendaﬁon to aI}ow DNR to charge a fe& for

.prov;dmg, or for the use of, such identifying information that would.at least equal the amount

necessary to cover the cost of collecting, storing, managing, compiling and providing the
mfmmamon DNR would use the revenues to cover costs and for related licensing activities.

-: 2 - Ine addmon 10 A}ternatave Bl aiiow the Depar{ment to waive any poruon of {he

-fee 1t would otherwise charge if the request is made by a government -agency or nonproﬁt-
organization. . _

. ...3.. . Maintain current law. (DNR would charge a nominal fee for providing
information.):. .- : L _
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Senator Panzer

NATURAL RESOURCES -- FISH, WILDLIFE AND RECREATIONAL AIDS

Licensing Database Use and Fees (Paper #596)

Motion:

Move to require DNR to submit a bill draft to the Joint Comrmittee on Finance and the
Joint Committee on Information Policy relating to providing access to records containing
personally identifying information in its new database of persons holding a hunting and fishing
license. Require the draft to consider state open records policy, privacy concerns and use of
access fees to fund DNR’s use of information technology.

Note:

The motion would maintain current law (Alternatives A4 and B3), requiring DNR to reveal
identifying information if requested and DNR would charge a nominal fee for the information.

Mos# }LOC(5

JENSEN A7 N A
OURADA XN A
HARSDORE X N A
ALBERS X N A
GARD X N A
KAUFERT AN A
LINTON X N A
COGGS XN A
BURKE ¥ N A
DECKER ¥ N A
GEORGE XN A
ZIAUCH A O
WINEKE X N A
SHIBILSKI XN A
COWLES X N A
| PANZER X N A

-

/s

AYE/ £ NoO i,) ABS

Motion #1693






