THE STATE OF WISCONSIN

'SENATE CHAIR ASSEMBLY CHAIR

BRIAN BURKE JOHN GARD
316-8 Capitol 315-N Capitol
P.0. Box 7882 P.O. Box 8952

Madison, WI 53707-7882

Madison, WI 53708-8952
Phone: (608) 266-8535

Phone: (608) 266-2343

JOINT COMMITTEE ON FINANCE

Mcy]@ 1999 o

S@c;gmz’y Mark Bugher
Department of Administration
101 E. Wilson St

Madison, WI 53702

Dear Secretary Bugher:
o ._:'We are wrmﬂg to mfo;“m you a‘ha’? ?he Jo;m‘ Commx’r*ee on Famcmce has reviewed . .
“your request, dated April 28, 1999, concemlng the department’s intent to submit
a request fo the Building Commission fo issue operating notes in an amount not
To exceed 5350 000,000 fof f;scc:al yecsr 3999»2000

No ob;@c‘nom fo ?hls reques’r have been rc:tased Acoordxngiy the reques’f is

approved.
incgrely,
M. Kol
BRIAN BURKE JOHN G. GARD
Sencate Chair Assembly Chair
BR.JG.dh

cc: Members, Joint Committee on Finance
Robert Lang, Legisiative Fiscal Bureau
Vicky LaBelle, Department of Adminisiration
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JOINT COMMITTEE ON FINANCE

MEMORA‘NDUM-

To: Members S
Joint Comm;ﬁee on F nance

From: Senator Brian Burk@
Reprasentative John Gard

Re: 14-Day Passive Review Approval

Date: April 30, 1999

Ah‘ctched |s c copy of G leﬁer from the Depor?menf of Administration,
dcs’red April 28; 1999, which notifies the Joint Committee on Finance that the
department intends to submit a request to the Building Commission to issue
operating notfes in an amount not o exceed $350,000,000 for fiscal year 1999-
2000. 1t requires 14-day passive review and approval by the Joint Committee on
Finance, pursuant to s. 16.4056(3), Stats.

Please review the material and notify Senator Burke or Representative
Gard no later than Monday, May 17, 1999, if you have any concerns about the
request or if you would like the Commiftee to meet formally to discuss it

Also, please contact us if you need further information.

Attachment

BB:JG:dh



STATE OF WISCONSIN
DEPARTMENT OF ADMINISTRATION
101 East Wilson Street, Madison, Wisconsin

TOMMY G. THOMPSON
... GOVERNOR

" MARK D. BUGHER
SECRETARY

Office of the Secretary
Post Office Box 7864
Madison, W1 53707-7864
Voice (608) 266-1741

Fax (608} 267.3842

TTY (608) 267-9629

April 28, 1999

The Honorable Senator Brian Burke, Co-Chair
The Honorable Representative John Gard, Co-Chair
Joint Comunittee on Finance

State Capitol
Madison, WI 53702

Secretary

Giiopnotea\ 33 \joint commitiee on finance letter.doc

Re: 1999 Operating Note Issue

Dear Senator Burke, Representative Gafd and Members:

pursuantfo Segtiong 16.405 (1)

The State of Wisconsin customarily issues operating notes in each fiscal year
because of differences in the timing of receipts and disbursements. The
Department of Administration has again determined that a deficiency will occur
which will not permit the State to meet its operating obligations in a timely
manner during fiscal year 1999-2000.

As required by 16.405 (3) Wisconsin Statutes, I hereby notify the Joint
Committee on Finance that the Department intends to submit a request to the
Building Commission to issue operating notes in an amount not to exceed
$350,000,000 for fiscal year 1999-2000. The operating notes will be issued
and 18.72:(1), Wisconsin Statutes.. . .



STATE OF WISCONSIN

DEPARTMENT OF ADMINISTRATION
101 East Wilson Streer, Madison, Wisconsin

ToOMMY G. THOMPSON

GOVERNOR

SECRETARY

MARK D, BUGHER

Mailing Address:
Post Office Box 7864
Madison, W1 33707-7864

Date: April 27, 1999
To: Members, Joint Committee on Finance

From: Mark D. Bugher, Secret 6
Department of Administration

Subject: S5.16.405(3) Request for Operating Note Approval

Request

The Department of Administration (DOA) requests Joint Committee on Finance
approval under s.16.405(3) to request the Building Commission to authorize a
1999 operating note of up to $350 million.

Background

The general fund has periodically engaged in some form of borrowing for
operating expenses since FY81. From FY81 through FY83, the short-term
borrowing took the form of interfund borrowing or payment delays. In FY83,
the general fund paid $16.6 million in interest for interfund borrowing to
continue daily operations.

Operating notes have been issued annually since FY 84 to-accommodate the
magnitude-of the general fund's short-term cash deficits and to minimize the
costs of short-term borrowing. Variability in the general fund's cash balances
has required annual evaluation of borrowing needs. As shown below, previous
operating notes have ranged from $150 million to $700 million.

700 _ Operating Note History by
Fiscal Year ($millions)
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Members, Joint Committee on Finance
April 27, 1999
Page 2

Short-term borrowing will again be necessary in FY0O to cover a temporary
cash imbalance. The general fund's cash balance includes the University's
Auxiliary funds and other program revenue accounts held in trust from
estates or court decisions. While held in the general fund, any use of these
dollars aside from their designated purpose constitutes borrowing. These
PR balances vary from $150 to $250 million. Excluding the balances of the
PR accounts, current estimates place the general fund's lowest cash balance
at approximately -$607 million in early December 1999,

Analysis

As in previous years, the department has sized the operating note request
below the maximum cash shortfall. This is necessitated by federal arbitrage
requirements. An actual cash shortfall must use at least 90% of the
proceeds of the note. If this test is not met, the state must rebate the
excess earnings on the note to the U.S. Treasury. This authorization
request has been sized with a margin of error to avoid an earnings rebate
even if economic growth is stronger than expected.

Under s.18.725, operating notes are limited to no more than 10% of total
GPR and PR appropriations. With the $350 million maximum note
allowable under this request, the 1999 operating note would be about 20%
of the statutory cap.

Operating notes remain the most cost-effective means of acquiring short-
term funds. The efficiency is realized through both lower interest rates and
increasedinterest earnings.” Because the state is atax-exempt borrower, it
can borrow in the national capital markets at a rate lower than it would pay
on dollars obtained through interfund borrowing. The higher overall cash
balances obtained by operating note proceeds allow the general fund to gain
increased interest earnings.

DOA will determine the final size of the note in June. The note may be
smaller than $350 million depending on the final cashflow forecast at the
time of sale. :

As in previous years, the FY0O0 budget has been structured on the
assumption of issuing an operating note. Interest earned, net of the cost of
operating notes, is about $3.8 million higher with a $350 million operating
note as compared to not issuing any note at all.

Recommendation

Approve the request.

Prepared by: Paul Ziegler
266-5468




) "pauensst Mou Bupmaado ou sswnssy (§)

HUBA {BISL (GO0T-6661 AU Butnp uolii 0sg Aiewixoiddy aSuiaae of wu.wm:_.:mu 200 spuny asayf, sdugjng gﬁ%& 0 SIMO0 10D 0 JuBasInd S1I0308 MOSD [BIaAs

1oy Azomsodap oyl st puny priotaly. ap UCLPPR U] IR0 [9351f 0O0Z-6661 M mmﬁ@.:ammﬁ 00TS 03 071§ oy aFums o paoaford axe spury poseuBisap gy, ‘TrRItoYs 3y)

JO XD DYt 01 spuny pmeudisap sy yswapdar o) me.wmac ST MM oy spuny PARUTISAP YOS O ADUR[RQ.OUY) UBY) 5537 §1 pun [F32UDD) Bt} HY IDUREQ D43 UL SW KUY 18 0pRIAN L SpY gons

Jo Bupnonog v page ot s sumSoud Jondosd oy usyp) sayio sasodand 1y spusy pareuSisap oy jo asn y MOl g.mq.o A paratp ame sasodind Jayio Jof spung yons jo TS INGSIP atps pun swmsdoud
pawndisap a1 1o} spusy yons o SISy puw sydianoy .mu‘:mﬁuzzw SMmeg o go smfoad Amapdond mmﬁ.muu Jo sasodmd fendes pue suonwrado 10j poseuSisap SPULLE SaPRIDUL pring [eiauany My (1)

“Hupmouag] pun -t sapniexsg (1) salon

TLEOTERE BLO9TST  00I'TSET  SITWIET  HIR'E9TT . OSROLIT  LOLBLOf 6LV CL8L  CITEALT  BLF936 LEE'CERT  b8LDS6 FEE 908"t

NAWASHNESIO TVLOL

0 o i 0 9 0 il 0 9 0 0 9 0 {g) ywowdeday moN
DEEsEs PSEVET  689°T9T  BSO'USE  9FG'ETZ WSLPEE  BLESIE  FIO'DP! YRYELT L1608 CLETLE  poR'9SE  ROT'OLE SOOAURASSIN
180°90¢ 0 61%LE ¢ 961681 080l 0 0 FET'S 6FS T 0 R ara ) AOTAIDG 197}
REO'LET] £56'(7) TP 0167061 WTUE 6Is'TH GUR'sh e RO9'4¢ 695 8%¢ 690°bE B64°8¢ 916'L8 Sty K
O1T'88TE VOLOT  SIOTST LOKTZC SSTLIE PBEOST  MTL96C  SLVEST  GOLSST TOLSRT LERIT 0058 168 Fbf PRI putt ffoidng
16L°196'T PRO'9ET L66'997 E96'BET  €66'S9T  CCIDKT 69TTRT  LIOBIT  SIFREL S66THT PIESSZ  1gg'9eT 01'Eee QIUBUDIUIRIA A0
TEL'268'9 9679 BEEOTT  LIT90I 961°5E0°1  ZLITH TLE0L EETH0TT  19S°EK6 0£L'€6 050'1ss 881021 61T+58 Py oo

SINAWASHNTaSIA
LETFTI'] SLTOSOL  SIBUTHE  STHURYL OFOTISE'L - SZ9°E9ET  IBGSF0T | 2091801 LTOEBEL. OLCHOF T OF6'OLY'T  S6I°LET'E  ROLG1E SLALL YR 1VIOL
ROLSP1L $LE°5ng 786°L9% L18°8T8 11€'E68 9TI'I99.  pbs'se8 FO0'p1C SPRCES,  $sB'yes FOD'S 19 96( 708 60E'519 sy xu g -voy 10Kgng
0. 0 0 0 o 0 0 0 0 e 0 e . SO0V AON
AN 626°89C B88'16T gE1p61 BLI'66T TEG'ERT 866'S1H 908'L0T SOETET. . BSEBET COETSOTE 911e61 6TI69T _ SI3YSULLL P INBO)
838200 Y 929978 Fo6'01E BSEPEE CECPEE YeILLE 9peieey §5L°90¢ OPSE8T -~ L6¥09¢ 1RO'S6T 089'60¢ 081°9b¢ jerapad
_ : SLAEATH XVI-NON
67684601 OTLE99'T  CO8'ESE 90651 6ISESE TOSTOL ~ L6E90T1  £ueioey 0898 - 19¥'90% SPESCO'T  Z0vrEL 65 E08 sidiaoay xe g pmoigng
956°85 PeT'L 90E°g 838°¢ PLE R £ Y S 8 4 89 95FE Ry o1y BETY prEe o AR
BSTO . BSSLU T w9 zess ser9 19 sslel 709 oy 6L00T 868 6L e Qauesasul
SLE'T6T Lh§5T 096°TT FEIEE s1ef1e ELEIT 7 9sHRT 88667 STYST pEO'ST SI89T 6lg'et oresT astoxiy
000'0¥T £t ERITE 616 8¢ ¢ oot ££Z TOLSTE - 686 1123 LS _ Awn sugag
1069 681°LE] LOK'ST 600+ SPO'TOT  LOEST 8L 19281 Pav'el . §k1'0z £or'9zt LY bl rs'st swooug aesodio)y
QoS PREEOL 16500 060°9LT 6s¥erT U TOLLEE LEUYLT YEL'SOE ¢ 6PFTiE SELOIE Ls0'1eE OLL'80E 85 B sAfUg
£HTE0D £TH18% 9£L°L6E NS 78 1 0s£16¢ P9€'908 TTLEY SEF'ERE - STIEHY 196995 L1£°L9¢ RER' 0Pt AOON [ROpPIALPU
_ STV
ST
BLEUG (8LT68 GO ZOF L8L'29p PISTISOT  Tpsion) R O ) T A £01'L91 LSt WA BauBERY ISIMG|
LOLREY OLI9OEY  S6E9E0Tt  [RLT9Y  BOS'WLT'L  9LLIRGT Tee0ld PISTO9. - 004166 R'9LE 0LR'6EE 9Ty'ee asuvpey Jmpuy
DLIQ0E T C6E'980°1  L8LT9Y ROSPLTE SLLMB0T TESTMI PES 09 00L' 166 T98'9LS DLg6EE 9TH'Es 0y {7) murjeg Funuidag
_ i {(SpuEsHOL [ ) SAONVIVE
0067 8007 0007 08T f007 0807 0607 6661 6661 6661 6661 6661 6661
TV.LOL NI AVIN Hdv VI Lk NVE Dad AON- 100 i Dy mne
K] i i a 3 i K] i R 3 K ] % {meunsig=g ‘Eroy=y)

: (1) 0002 ‘0f sung-g61 ‘1 Linr
‘ ” 310doy] Mol4 yse) Sppuogy pun 4 B




