SN

Senator Burke

ELECTRONIC GOVERNMENT

Remove UW System

[Amendment to Motion # 223] -

Motion:

Move to exclude the University of Wisconsin System from the group of executive branch
agencies over which the new Department of Electronic Government has oversight authority. Do
not place the President of the University of Wisconsin System or his or her designee on the

Information Management Technology Board.
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Representative Gard

ELECTRONIC GOVERNMENT
Creation of the Department of Electronic Government

[LFB Paper #400 Substitute Alternative]

Motion:

Move to modzfy the bill as foilcws related to creation of the Department of Electronic
Government:

a. Create the new Department of Electronic Government headed by a Chief
Information Officer, but require that all of the new 4.0 PR unclassified positions assoclated with the
Department (1.0 Chief Information Officer, 1.0 Deputy Secretary, 1.0 Executive Assistant and 1.0
additional division administrator) be reallocated from those resources transferred from DOA.
Create 4.0 PR unclassified positions and delete 4.0 PR classified positions. Delete the increased
funding and position authority associated with the new unclassified positions ($409,800 PR and 3.0
PR pos;txons annually) [Alternative A2]

b Provade $161,900 PR in 2001 ()2 and $155,900 PR in 2002-03 and 4.0 PR positions
annuaiiy in the new Dapariment associated with budgeting, financial management, procurement and
personnel. services.: Reduce PR fundmg and position authorizations in the Department of
Administration's supervision and management appropriations by a corresponding amount.
[Alternative A4]

C. Approve the Govemor's recommendation to expand the powers, duties and
authorities of the Department of Electronic Government as identified in the bill, but: (1) delete the
funding and position transfer authority granted to the Chief Information Officer; (2) require that the
methodologies used by the new Department for establishing fees be promulgated as administrative
rules; and (3) maintain the current requirements related to Joint Committee on Finance review and
approval of major IT acquisitions. [Alternatives Bl, B3b, B3c and B3d]

d. Approve the Governor's recommendation related to appropriations structure, except:
(1) maintain separate appropriations for information technology processing, telecommunications,
BJIS justice information system fee and BJIS Byme grant funding, delete the modification to the
definition of program revenue-service, proportionally divide the expenditures and positions
associated with support positions and unclassified positions between the information technology
processing appropriation and the telecommunications appropriation; (2) change the continuing
appropriations created in the bill (other than the gifts, grants and bequests appropriation and the
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federal aid appropriation} to annual appropriations; and (3) delete the provision allowing the new
Department to expend additional amounts equal to the value of depreciated assets. [Alfernatives

C2a C2d and C2e]

e. Approve the Governor's recommendation to create an Information Technology
Management Board, except: (1).place four legislators (the Co-chairs. of the Joint Committee on
Information Policy and Technology, or their designees who are legislators, and one minority party
member from each house) on . the Board; and (2) include. the President of the University of
Wisconsin System or his or her designee as a member of the Board. [dlternatives D2a (modified)

and D2e]

f. Require the Department of Electronic Government annually, by March 31, to
develop performance measures for the executive branch related to financial aspects of information
technology, persennel utilization in information technology and mformatzon technology customer
satisfaction. Require that a report regardmg the performance measures and executive branch
achievement be submitted to the Joint Committee on Information Policy and Technology and the

Information Technoiogy Management Board. .

Note:
This motion incorporates the following alternatives from Legislative Fiscal Bureau Paper
#400 related to creation of the Department of Electronic Government: A2, A4, B1, B3b, ¢ and 4,

. C2a,dand e, and D2a (rnodlﬁed) and e. The mohon places four leglsiators and the Pre&dent of the . . o
~ University “of . Wisconsin’ System or his or her designee, ‘on the Infonnanon Technology . -

Management Board. Finally, the motion creates a requirement that the new Department develop
information technology performance measures.

[Change to Bill: -$819,600 PR and -3.0 PR positions] MO#
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Senator Wirch
Senator Shibilsk:

ELECTRONIC GOVERNMENT

TEACH Board-Related Modifications

Motion:

Move to modify the bill to require the Technology for Educational Achievement in
Wisconsin (TEACH) Board to work in cooperation with the Department of Electronic Government
regardlng (a) the delegation of procurement auihonty to TEACH Board to make purchases of
educational technology equipment for use by school districts, cooperative educational service
agencies and public educational institutions with the approvai of the Department of Electronic
Government; :(b) “rules. promulgated by the TEACH Board establishing an educational
telecommunications access program to provide educational agencies with access to data lines and
video links; (c) procurement standards and specifications, established by the TEACH Board related
to the purchase of educational technology hardware and software by educational agencies; and (d)
the TEACH Board's ability to purchase or permit educational agencies to purchase or lease
educational technology equipment.

Note:

Under the bill, the following modifications are made to provisions related to the TEACH
Board: (2) DOA may only delegate procurement authority to the TEACH Board to. make purchases
of educational technology equipment for use by school districts, cooperative educational service
agencies and public educational institutions with the approval of the_ Department of Electronic
Government; (b) rules promulgated by the TEACH Board, in consultation with DOA, establishing
an educational telecommunications access program to provide educational agencies with access to
data lines and video links, are subject to approval by the Department of Electronic Government; (c)
procurement standards and specifications, established by the TEACH Board in cooperation with
DOA, related to the purchase of educational technology hardware and software by educational
agencies are subject to the approval of the Department of Electronic Government; and (d) with the
approval of the Department of Electronic Government, the TEACH Board would be allowed to
purchase or permit educational agencies to purchase or lease educational technology equipment.

The motion modifies the bill to remove Department of Electronic Government approval

authority related to the TEACH Board and instead requires that the TEACH Board work
cooperatively with the new Department,

Motion #456



Mo#

BURKE
DECKER
MOORE

FSHIBILSKI
PLACHE

IWIRCH
"DARLING
WELCH

GARD
KAUFERT
ALBERS
BUFF
WARD
HUEBSCH
HUBER
COGGS

PP EDbd P>

- A B




Senator Wirch
Senator Shibilski

ELECTRONIC GOVERNMENT

Contract and Purchasing Decisions

Motion:

Move to specify that contracts and purchasing decisions between the Department of
Electronic Government and local units of government are completely voluntary.

Note:

Under the bill, the new Department may establish master contracts for the purchase of .
materla}s supplies, ‘equipment, or contractual services relating to information technology Or-_'_-_' S

telecommunications for use by agencies, authorities; local governmental units, or entities in the
private sector and require any executive branch agency to make any purchases of materials,
supplies, equipment, or contractual services included under the contract pursuant to the terms of

the contract. -

This motion would specify that local units of government would not be required, but rather
would be allowed, to enter into master coniracts.
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Representative Coggs
Senator Plache

ELECTRONIC GOVERNMENT/ADMINISTRATION

Privacy Officer

Motion:

Move to create a privacy officer in the Department of Justice to monitor personal information
housed within the Department of Electronic Government. Transfer $46,700 PR in 2001-02 and
$53,700 PR in 2002-03 and 1.0 PR attorney position annually from DEG to DOJ to create an
attorney position in DOJ. Specify that the privacy officer recommend and enforce a state
information procedure for the handling of personal information maintained in state agencies.
Require that the procedure: (a) prohibit the secondary use of data that is not specifically authorized
by state or federal law; (b) specify that the Department of Electronic Government is not a custodian
of state open records; (c) establish a privacy policy for employees who handle personal information;
(d) set limitations for the use of personal information without consent of the individual who is the
subject of the information; and (e) establish penalties for state agencies violating the state
information procedure. Specify that the privacy officer has the authority to bring suit against the

Department of Electronic Government to enforce privacy procedures.

Note:

The motion creates a privacy officer in DOJ to monitor personal information housed in the

new Department of Electronic Government.
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Senator Plache

ELECTRONIC GOVERNMENT
Creation of the Department of Electronic Government

[1.FB Paper #400 Substitute Alternative]

Motion:

Move to make the chief information officer a nonvoting member of the Board, who serves
as the Board Secretary and remove the ClO as vice-chair of the Board.

MO#

g,BURKE

DECKER
MOORE
SHIBILSKI
§PLACHE
WIRGH
DARLING
WELCH

Tz ez 2 Z
PP > PP P

GARD iy
KAUFERT
ALBERS
DUFF
WARD
HUEBSCH
HUBER
COGGS

e,
o i

-
-
-

3!

R
TRz E2AE

> > P> > >EP

Motion #225




Representative Gard
Representative Albers

ADMINISTRATION -~ INFORMATION TECHNOLOGY
AND ELECTRONIC GOVERNMENT

Electronic Notification of State Agency Administrative Rules Changes

Motion:

Move to _feguire that the Department of Administration, as one of its statutory duties, ensure

that each state __a_gé_ncy with the authority to promulgate administrative rules create a web site: (a) .
allowing i_ndiv_id’_t;als interested in specific rules to register their electronic mail addresses in order to

receive ‘automatic notification that the rules are under revision; (b) providing information about

where and When rules hearings will be held regarding specific rules changes; (c) providing -
information about the date by which comments must be provided to the agency regarding a specific
proposed rule change; (d) providing a summary of parties or categories of parties who are affected

by the proposed rule modification; and (¢} providing an estimate of any costs associated with the

proposed admiﬂistrative rule, by affected party or category of parties. Specify that agencies are not
required to dccept comments regarding proposed rules changes by electronic mail. [Note: If the

Committee creates the Department of Electronic Government, the statutory duties specified in the

_motion-would apply fo the new Department.]
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e :':._'AGENCY Empioy@e Trust Funds
i :.1.;':3 PAPER #: zno | |
. '-_;-ISSUE Beﬂefn‘s pczymen’r SysTem Redesngn Lo

 ALTERNATIVE: 2

:'-_;'_;'SUMMARY: -

ol The WRS cmnug‘ry poymem‘ sys?em is cumm‘ty und@rgomg a
rede&gﬂ WRS hired a consultant to estimate the time and cost of this

% ':-:-..r@d@SIQn project. That consultant came up with'3 scenarios, ranging in

' Cost of $4.124 million and taking 4 years fo complete to a cost of $8.33

milion and taking 3 years fo compiea‘e

The Depcﬁmeﬂ’f chose the option in a‘he m;ddle which wsil cosf

o opproximately $6.688 milion and take 3 years to complete, The governor
- went with this option as well, but instead of spreading the funding out -
. over the 3 years, he proposed funding the blggesT portion, ?he Consuifc:m‘
- ".costs of $3.46 million all up front in the first yeor |

LFB has a better plan which is Alfernative 2 and is explained on

pcg@ 5 paragraphs 12-14. This option will cost §5.176 million and it's up fo
" ETF to come up with a detailed implementation plan for the project.

. LFB suggests we release $97,100 and 2.5 SEG positions to ETF
- “annually to work on the redesign project, also to resfore 1.0 SEG positions

.. - That were erroneously deleted from the budget, The remainder of the
“.money, $2.095 million in 2001-02 and $2.887 million in 2002-03, will be put in

“ the JFC s. 20.865 appropriation for future reledse to ETF under 13.10once
n ._They ve submitted the implementation plan for the project.

‘BY: Cindy
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Legislative Fiscal Bureau
Cne East Main. Suite 301 « Madison, W1 53703 « (608) 266-3847 = Fax: (608) 267-6873

May 4, 2001 ~ Joint Committee on Finance Paper #410

~ Benefits Paynient System Redesign (ETF)

[LFB 2001-03 Budget Summary: Pége 275, #2]

CURRENT LAW

The Department of Empioyee Trust Fuonds (ETF) has base level supplies and services
fundmfr of §1,552,400 SEG annually to support the on-going IT-related maintenance, data entry,
contract programming, software and user charge costs of the agency. In a separate appmprla%;on
that supports the development of automated operating systems, the Department has additional
base ieyei _funchng of $272 000 SEG annually.

' GOVERNOR

Provide $5,461,600 SEG in 2001-02 and $887 600 SEG in 2002-03 and 1.0 SEG
permanent and 2.5 SEG two-year project positions annually to enable the agency 1o continue the
redesign of its current Wisconsin Retirement System (WRS) annuity payment system.  Of the
amounts provuiad $5,364, 500 SEG in 2001-02 and 5790 500 SEG in 2002-03 would be
budgeted in unallotted reserve for release by DOA, once ETF has developed and submitted a
detailed implementation plan for the project. Included in the amounts placed in unallotted
reserve is funding for the 1.0 new permanent position ($58,300 in 2001-02 and $79,500 in 2002-
03). The remaining $97,100 SEG annually and 2.5 SEG two-year project positions would extend
expiring project positions associated with the current benefits payment redesign effort. Funding
for these continuing project positions would not be placed in unallotted reserve. To recognize
expected efficiencies due to the new system, delete position authority for 1.0 undesignated
permanent position on June 30, 2003. The budget erroneously deletes the position authority for
1.0 permanent position for the entire 2002-03 fiscal year.
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DISCUSSIONPOINTS

1. The 1999-01 biennial budget provided ETF with $319,900 SEG m 199900 and
$375.400 SEG in 2000-01 and 2.5 SEG financial specialist two-year project positions to begin the
piannmg and redesign efforts associated w1th the agency’s payment system redesign effort. The
purpose .of the annuity system redes1gn effm‘t is to: (a) integrate annuity payment activities into
ETFs single database management systern (WEBS) that supports all participant account
information; (b) improve data maintenance, integration and updating capabilities; and (c) provide
on-line viewing and accessing of annuity data by ETF staff with the associated integration of these
annuity payment functions mnto both the agency’s electronic image and workflow system and its
interactive voice response (iVR) System and call center functlons

2. The Departrnent s initial project plan called for the planning and design activities to
:begm by September 15 1999, wath de&gn and testing completed by June 30, 2001, and
1mpiementat10n by the spring -of 2002 A ‘budget request for the remaining conversion and
1mpiemen£atlon aspects Qf the pI‘GJGCt was antaczpatsd for the 2001‘03 bxenmum

C 30 Tha project was not able to begm on the schedule en\nswned by the Department
because of delays in the enactment of the’ 1999-01 state budget and the need to redepfoy agency
staff 0 de,al with YZK comphance concerns. Contract programmers and related resources were not
finally - contracted until January, 2000 ‘with the resuit that neaﬂy 5597 400 SEG of thc amounzs
orzgmaliy budﬂeted for ’Ehe progect for 1999~00 uitzmaieiy lapsed '

4 i Shorﬂy af{er the 1mt1a} des;gn phase of the pmject began, ‘the Dcpartment
determined that "the effort required to compiete the project had been significantly underestimated

o when the pro;ect pian and:- budget WETE: deveioped "It also hecame apparent. that given the

i complexmes of the proposed system, the database architectures of the proposed system would also

have to be mediﬁed 10 increase system sacurztv flexibility and integration capabﬂmes

5. Then in July, 2000 ETE contracted wzth Cornpiete Busmess Sohmons Inc. (now
known as Covansys) at a-cost of $5S 700 SEG to review the proposad system redesign dﬂd prepare
esumates of the effort reqmred 10 complete its design and deveiopment The contractor who had
annuity paymeni System de31gn experience with 8ix other public empioyer retirement systems,
estimated that ETF total project would require at least 58, 500 hours to complete, including
approximately 49, 200 hours of IT developer services and approximately 9,300 hours of ETF staff
user involvement, - ... ..

o 6 ) Theconsui{am deve}b;pé:"&' and costed three separate implementation alternatives:
7 “Seenario’ 1. Current ETF réséurbés"woulé_ be used to undertake the project. While
this alternative appeared to be the least costly to'ETF (total project costs were initially estimated at

$4,124,100), it would have required the longest amount of time to complete. The consultant
estimated that the project would not be completed under this scenario before December, 2004,

. Scenario 2. ETF would enter into a partnership with an external consultant for a
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two-year project. The: consultant initially estimated that the project could be completed by
September, 2003, at a total cost of $8,334,300.- -

e Seenario:3. ETF would enter into a partnership with an external consultant,. but the
consultant would provide only about 60% of the actual development resources with the remaining
40% contracted ‘off-shore" using foreign programmers. The consultant initially estlmated that the
project could be com@leted by September, 2003, at a total cost of $6,588,600.

-7 . The Depaz'tment has chasen to pursue Scenario 3 to enter into an arranoement wﬁh a
consulting partner, who would, in turn, use some significant amounts of "off-shore” contract
programming and some local consulting services for the pro;ect Under the proposed budget
developed by Complete Business Solutions, the foﬂowmﬁ costs were projected:

Consultant’s Proposed Budget for WRS Benefits Payment System

Cost Component 2001-02 2002-03 2003-04 Three-Year Total

Local Confract ngrammers S _ $122,500 §171.400 $42.800 $342,700
Consuiting Partner 1,298,000 1,730,600 T 435,100 3,463,700
"Off-Shore™ Programmcrs o 296,700 3095600 ' 08,900 791,200
{TResources - S O 1685000 o 224700 56,200 - 449,400
ETF Resources 121,400 164,200 45900 331,500
ETF ?ro;ect Manager _ 66,300 88,400 22,100 176,800

Crotan $2070400  $2774900  $701000  $5555300

8 Td iﬁis total projéct budget of $5.555,300, the 'éon%ultzint appiied a 15% contingency
factor of $833 300 and ‘estimated an additional 53200 OO{} for mfrastructure costs to bring the total
cost of the initiative to $6 588 600 ' : :

9. ‘The Governors funding recommendations for the WRS benefits payment system
were developed itilizing many of the cost factors presented above. The most noticeable changes
recommended by the Governor are to provide the following funding amounts in the first year of the
project: (a) all of the consulting partner-estimated costs ($3,463,700 for the entire three years); (b)
the entire 15% project contingency funding amounts ($833.300); and (c) revised data architecture
funding and training amounts ($536; (}(}O) The Govemar‘; recommended ﬁmdmﬁ for the pm}ects '
cost components are presented below: - : :
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‘Governor’s Recommended New Funding for WRS Benefits Payment System

(SEG Funds)

i o Cost Component o o 2001-02 S2002-63 . 200304 Three-Year Total
Local Conzrac{ Provrammers .. .55128,5(}0. $17l 400 o 542,800 | §342,700
Consuitmg Partner 3,463,700 B -0- 3,463,700
"Off-Shore” Programmers S 296,700 395,600 98,900 791200
DOA IT Charges 48,000 144,000 12,000 204,000
ETF Resources o7~ - EREERRE A e : T -0-
ETF Project Manager - . 58,300 S79.500 R - 137,800
Contingency Funding : 833,300 0- -0~ 833,300
Database Architecture Modifications/Training 336,000 0 1 536,000

TOTAL : $5,364,500* $790,500* $153,700 $6,308,700

*Budgeted in the bill in unallotted reserve.

10. Amounts previously identified by the consultant as "IT Resources” and "ETF
Resources" (totaling $289,900 SEG in 2001-02 and $388,900 SEG in 2002-03) would be pmv;ded
to the project, under the Govemors recommendations, from the agency’s current base }evel
resources -

11 In reviewing the recormmended funding for the benefits payment system, the
Commﬁtee may wish to con51der the foilowmg

e The Depdrtment anumpatcs c;rculatmg a request for proposals for a consuitmv-

partner durmg the spring and early summer. ETF has advised that they expect four or five qualified
vendors (all with retirement system experience) to be potential bidders. The agency believes that a
"very competitive procurement” is likely. Consequently, it is likely that many of the above cost
componems on which the Govemnor's recommcndatlons were made will change.

SR A questwn can be raised whether all of the funding for the consultmg partner should
be budgeted at the outset of the project. Under the Governor's recommendation, the funding would
be provided under ETF's automated operating system continuing appropriation. Funds provided in
2001-02 in such a continuing appropriation would remain available until expended. ETF has
indicated that it would prefer the certainty of having all of the major consulting funding provided
"up front" for maximum flexibility and to minimize the need to return to the Legislature periodically
for additional resources.

. A question may be raised concerning the amount of contingency funding budgeted
for the project. The contingency funding appropriated in the first year is based on all three years of
the project. Arguably, some of these costs, if needed, should be budgeted in the 2003-05 biennium.
Further, the recommended amount of contingency funding is based, in part, on $780,900 SEG of
funding over three years for IT and ETF resources. These items are now being funded from the
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agency’s base ($289,900 SEG during 2001-02 and $388,900 SEG during 2002-03; with the
remainder expected to be funded in this manner during the 2003-04 fiscal year). Additionally, the
contingency amount is based; in part, on'$176,800 originally budgeted over three years for an ETF
Pr"cf)ject ‘manager. ‘Under ‘the*Governor’s* recommendation these - amourits have been reduced to'-
$58, 300 SEG in 2001-02 and $79, 500 SEG in 2002-03. Further, with respect to these IT and ETF
resource items and the pr()Ject manag&r pe%ztson it cafi'be questioned whether these types of cost
catecories Shou}d be useci to- base a pmject 5 connnefmcy buéoet needg R : '

- 12 bnder the Govemors recommendat:on $5 364 SOD SEG in 2{}{}1~{}2 zmd $790 50@
SEG in 2002-03 would be budgeted in" unallotted reserve for release by DOA once ETF had
developed and:submitted a-detailed implementation plan for the project. - The remainder .of the:
funding ($97,100 SEG annually and 2.5 SEG two-year project positions) would extend agency IT-
staff working on developing the benefits payment project design. The Committee may wish to
consider as an alternative, budgeting the project development and - implementation funds and the
ETF project manager position;funding under. the Committee’s-s. 20.865(4)(u) appropriation for
possible future release to ETF under s. 13.10 procedures once ETF had developed and submitted a
detailed me}emantaaﬁn plan for the pro;ect ol i

13. Under thN alternative, $5, 364 500 SEG in 2001-02 and $790,500 SEG in 2002-03
would be deleted under ETF. A total of $97,100 SEG annually and 2.5 SEG two-year project
positions Would contmue to. be prov;ded to ETF as well as 1.0 SEG unfanded project manager
position annuaﬂy The Govemozs budget recozmnendatmn proposed the deletion of 1.0 SEG,
undesignated permanent position in. 2(}02~03 due to the expfscted efficiencies of Ihe new benefits.
payment system. The proposed budgct erroneously deieted the authorzty for this is posmon for ihe'_

entire fiscal - year.. That p@smon author;ty would also, be restored und\:'r thzs dltemam?e and thf: .
E _undeszgnaied pcrmanent pesmon deleuon would occar on Iu}y 1, 2003 L ek

14, The amounts that would be reserved in the Committee’s appropriation at this time
($2,095,200 SEG in 2001-02 and SZ,SS’? 300 SEG in 2002—03) would be the sum of the following:
(a) the consultant’s 1dent1ﬁed costs for local contract programmers, the consulting partner, "off-
shore" programmers and the Governor’s projected I DOATT charges for 2001-02 (1,771,200 SEG)
and 2002-03 (82,441,600 SEG) (b} a 13%. allowance for project contingencies based on these
amounts ($265,700 SEG in 2001-02 and $366,200 SEG in 2002-03); and (c) funding for the project
manager ($58,300 SEG in 2001-02 and $79,500 SEG in 2002-03). Once the project has been bid,
the agency could seek a release of some or all of the reserved funds, including any additional
supplementation if warranted on the basis of the accepted bid.

15, If the Committee chooses to adopt the Govemor’s original recommendation, it
should provide position authority for 1.0 permanent position erroneousiy deleted in 2002-03 and
instead delete this permanent position authority on J uiy 1, 2003:
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ALTERNATIVES TO BASE

1. _ Prov;de $5 461 600 SEG in 2001—0’? and $887 600 SEG in 2{)02—03 and 1 0 SEG
permanent. a.nd 2.5 SEG.two-year project positions.annually to enable the agency to continue the
redesign .of ‘its current WRS. annuity payment system. “Budget $5,364,500 SEG in 2001-02 and
$790,500 SEG in 2002-03 in unallotted reserve (including $58,300 in 2001-02 and $79,500 in 2002-
03 for the 1.0 new permanent position).for release by DOA, once ETF has developed and submitted
a detailed implementation plan for the project. To recognize expected efficiencies due to the new
system; ‘delete position.authority for 1.0 undesignated permanent -position on July 1, 2003. [This
alternative adopts the ~Governor’s ‘recommendation. with a -minor correction to authorize a

permanenr poszrwn through the 2002 03 ﬁscai year ?Yze posmon would be deieted mszead on Jut'y
1,2003.] i e : - . . _

'AftemativeT - co Tt gy e BEG
2001-03 FU!\&DENG (Changeto Base} e 86,349,200
b e [Change fo Bill 0 ARSI 1/ _
2002-03 POSITIONS (Change to Base) ..+ .. 850" .. .

) [Change fo Bill 1.00]

2. Provide ETF with $97,100 SEG and 2.5 SEG project positions annually associated
with the agencys efforts to develop the benefits payment project design and authorize 1.0 SEG
unfunded project manager position. Place $2,095,200 SEG in 2001-02 and $2,887,300 SEG in
2002-03 in the J oint Commitfee on Finance's. 20.865(4)(1) appropriation’ for possible future release
to ETF under's. 13.10 procedurc—:s once ETF had developed and submitted a detailed implementation

i pian for the project.  To recogmze expez:ted efficiencies due’ to the ‘new; system,’ delete pOSiIiOi’l
© . authority under ETF for 1.0 undesignaied peimaneni: pc)sztzon on July 1, 2003

Aiternatwez S seGg |
2001 -03 Fumms {Change fo Base) . $B,176.700
i ’ g’Chang& Bl - 81,172,500]
' 2002-03 Posmons (Change to aase}' : 350
[Change to Biff 1.00]
3. Maintain current law.
Alternative 3 . : SE'G” c
| 200103 FUNDING (Changs to Base) . 301
o [Change to Bill - $6,349,200]
2602«03 POSI’F!ONS {Change i¢ Base) 600 1 .
[Changs to Bill « 2.50]

Prepared by: Tony Mason
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Representative Gard
Senator Wirch

EMPLOYEE TRUST FUNDS

Passive Review Release of Benefits Payment System Redesign Funding
Reserved in the Committee's Supplemental Appropriation

[LFB Paper #410]

Motion:

release of the funds reserved in the Committee's s. 20.865(4)(u) appropriation in 2001-02 and

2002-03 to the agency's s. 20.515(1)(t) and 20.515(1Xw) appropriations for the benefit payment

system redesign project. If the Co-chairpersons of the Committee do not notify the Secretary of
ETF within 14 working days afer the date of the Department's submittal that the Committee
intends to schedule a meeting to review the request, the appropriations accounts shall be
supplemented as provided in the request. If, within 14 working days after the date of the
Department's submittal, the Co-chairpersons of the Committee notify the Secretary of ETF that the
Committee intends to schedule a meeting to review the request, the appropriation accounts shall be

supplemented only as approved by the Committee.

MO#
BURKE N A
DECKER N a4
MOORE N A
SHIBILSK] N A
_ PLACHE N A
| WIRCH N A
DARLING N A
WELCH N A
"/ GARD
“ KAUFERT :: :
ALBERS N A
DUFF N A
WARD N A
HUEBSCH N A
HUBER N A
COGGS N A
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Motion #431

Move to provide that ETF may submit a request to the Joint Committee on Finance for a .






AGENCY Employee Trus‘r Funds
S :_LFB PAPER# 433 i
_ ISSUE chrf CIpGnT Servfces Sfoffmg increases
_ALTERNA’!‘IVE 2 (3 oK: ’foo)
| '-SUMMARY

Sznce all f‘h@ boomers ore sfc:rhng to come ;nTo rehremen’r csge the

o WRS s’rc:tff is: swamped with requests. for counseling sessions and requests

for: rea‘ffemen’r benefit es’r;ma?es With the present staffing level, it takes an

. .average of 84 doys to recelve a reﬁremem‘ benefit estimate and 10-12 -

-~ weeks to. geT an c:ppom‘rmenf for a face-to-face pre-retirernent benefits
o counselmg session, ‘Additionally, actual payment of of disability. benefits
- randio. b@neﬂcacnes of deceosed pcmcspam‘s ?ak@s c::pprommm‘e Y- 3~4

W@@k : S : L

Th@se }‘Eme—fmmes w il mcrecise as ’fhe number of reﬂrees com‘mues

' _'TO ;ncrecase n‘ WRS sa‘ciff s?c:zys cﬁ n‘s currem ievel

_ WRS is requeshng c::rz qddi;‘fonci 8.4 FTE staff positions, and 4.6
' supervxscry positions. Also, they re looking for additional funding for office
' fuml’rure and compufers for The new sTaff

The govemor is propossng 8 FTE smﬁ‘ positions as weli as the
reques?ed ofﬁce furniture & compufers

Alf@maﬁve 2 Is. LFB'S re- -gstimate of ETF's staffing needs using their

- own me‘rhodoiogy LFB . beheves they can get by with 8 FTE positions and
no su;oemsory posmons as weii as iess money for?he furniture and

' computers : :

If you ’fhank 8 posg’fsons is too many, Ah‘emc:mve 3 cuts ’fhem down to
7 pos_mons qiorzg with corresponding computers & furniture.

BY: c_:i'rs"dy



Legislative Fiscal Bureau
One East Main, Suite 301 » Madison, W1 33703 » (608) 266-3847 » Fax: (608} 267-6873

May 4, 2001 - . Joint Committee on Finance Paper #411
Participant Services Staffing Increases (ETF)

~[LFB 2001-03 Budget Summary: Page 277, #4]

CURRENT LAW

__ The Departmen‘{ of Empioyee Trust Funds ETH) mamtams a Member Serwces Buraau m
its Division of Retirement Services to prowde benefit counseling, prepare benefit estimates and
respond to general retirement-related inquiries for persons preparing to retire under the
Wisconsin Retirement System.(WRS). .Currently, 20.3 SEG positions (17.3 FTE permanent and
3.0 FTE project positions) are assigned to this funcnon Base level salaries and fringe benefits

- funding. of $1,021,000 SEG: annually is budgeted for thesc posmons Tha Bureau’s project -

“positions and: assoczamd funding ($1 14 100 SEG) expire at the end of the current ﬁscal year.

Provide $376,400 SEG in 2001-02 and $311,400 SEG in 2002 03 and 8.0 SEG positions
in the Member Services Bureau to: (1) Suppc}r{ the conversion of 4.0 SEG expiring project
positions to pez‘manent status” at’ the begmnmw of the ’3001~02 fiscal year {$155,700 SEG
cmnua}ly) (2) support 4.0 SEG new positions ($116,700 SEG in 2001-02 and $155,700 SEG in

2002-03); and (3) provide one-time funding for IT equipment, software and modular furnitare for
all the posi_t.i__ons ($I(}4,QOO SEG in 2001-02).

DISC’USSI{)N POINITS

1. The workjoad of ETF's Member Sewmes Bureau is dlrectly éepﬁndsnt on the
growing number of WRS participants who are currently at retirement benefit eligibility age (age 50
and older for protective category WRS participants and age 35 and older for all other categories of
WRS participants). The following table shows the projected growth trends in the number of WRS
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participants who will be eligible to retire over the next several fiscal years.

Projected Growth of WRS Participants Eligible to Retire

- 1999-00* 2000-01 2001-02 2002-03 2003-04 2004-05

WRS Members o _ :
Eligible to Retire 59,610 61,289 64,672 70,497 75,973 81,036

*Actual member count. All other figures are estimates based on current participant counts and actuarial projections,

2. The agency’s Member Services Bureau provides assistance to WRS participants
nearing retirement primarily in the following areas: (a) individual face-to-face pre-retirement
benefits counseling; (b) retirement benefit and purchase of service estimates; and (c) death and duty
disability beneﬁt calculat;ons

3. Indw1dual pf&}:eursment counsehng for WRS participants is currently encouraged
but is not required. Significant numbers of members request these counseling services but must
typically wait an average of 10 to 12 weeks before a session can be scheduled with agency staff. In
the current ﬁscal year ETF pr()}ecis that n W111 prowde nea;rly 5, 500 hours of partmlpant ceunselmg
sessmns

4. WRS participants who "fe‘"quest retirement benefit estimates from the Bureau must

now wait an average of 84 days to receive the estimate. The agency currently estimates that it

. prepares pre—reuremem benefit. esumates for approxzmate}y 25% of the chgible to retire” ‘pool

annually. Participants' who request estimates for the cost of purchasing: prior service credis must -

wait approximately 10 to 12 weeks for those estimates. The Department believes that more timely

responses are essential, since the purchase of prior service must be completed before the participant
terminates fmm WRS-covered employmem

5. Thc Bureau cun"ently provades beneﬁt esumates and mformat;on to partmpamq who
are. potenually ehglbie for disability benefits and to beneficiaries of deceased participants.
Applications for the actual payment of such benefits currently require approximately three to four
weeks (o process.

6. The Department believes that these service timelines are not acceptable. A 1999
cost effectiveness study commissioned by the Department compared the agency’s service levels to
15 peer retirement systems. The study found that while the Department’s. overall administrative
costs were low compared to the peer retirement systems (ETF was the third least costly system
administrator on a per member basis), the agency was ranked at the bottom in.terms of the level of
service provided to parmaipants o :

7. Based on the current-number of availabie staff hours reqmred to prov1de the membe;
services described above at the indicated levels of timeliness, the Department has developed a series
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of projections of the number of additional staff hours that would be required in order to provide
counseling sessions and benefits estimates within three weeks of initial contact and death and
disability estimates within two weeks of initial contact. The Department believes that these are
Optzma} Hime Imes for thc prevxs;on of these various member services:’

CoeeBl In order to provide mf:mbers services under the opnmal timelines, ETF deterrmned :
that it would require 41,937 staff hours in 2001-02 and 44,839 staff -hours in 2002-03; Since the
agencyis currently staffed at a level that can provide 27,955 staff hours annually in:the Member-
Services Bureau, new positions would be required to provide an additional 13,982 staff hours during
2001—02 and an additfonai 16 884 staff hours dunng 2002-03.

-'9. - Thf: aoency cm‘rently uses -an 80% staff productw;ty factor in deterrmmnc the .
number of FTE's required to provided the indicated number:of staff hours. - The productivity
adjustment is designed to factor in the impact of such considerations as annual-sick leave and.
vacation time.. Under this methodology, the agency:determined that it would initially require 8.4-
FTE positions to provide the optimal level of member services. -{Additional supervisory and partial -
position adjustments in the Controller’s Office and the Benefit Services Bureau brought the
Department’s identified staffing need, when rounded, to 13.0 FTE annually.] These resources were
requested as part of ETF's biennial budget submission. ‘

10.  The Governor has recommended that a total of 8.0 FTE trust fund specialist
posmons ‘be provided to the agency for member counseling ‘and tetirement and other benefit
estimate enhancements. No additional supervisory staff or fractional position aﬁgustments in'the’
Contm}ler s Office and the Benefit Services Bureau were recommended. The agency now estimates

that the level of staffing recommended by the Governor will likely result in the Member Services
Bureau being able to schedule ceunsehng sessmns and preparmg estlmates w1thm a three to ﬁve S

" week timeframe.

11. While this level of staffing would appear to move the agency much closer to
meeting its desired level of member services, the Committee may wish to consider whether the
Department’s 80% productivity standard and other factors tend to result in an overstating of its
staffing needs. I the Department had not applied this standard, the 8.4 FTE position need in the
Member Services Bureau would have been 6.72 FTE. Further, for the 4.0 FTE new staff
recommended by the Governor, the agency is projecting only about 50% productivity during 2001-
02 and this first year productivity deficit is carried into 2002-03 as a backlog.-and is mcorporated
into the staff hauz shortfdli used to develﬁp pess’a(m needs for that fiscal year : ' g

12 In addmon the agencys totaé ‘member services workload pro_}ectzons of 41 937 siaff
hours in.2001-02 and 44,839 staff hours in 2002-03 include significant, on-going blocks of time for
training (7,149 total staff hours in both 2001-02 and 2002-03) and managing -over 50,000 "other
request” items annually such as miscellanecus information requests and general correspondence
(7,700 staff hours in 2001-02 and 8,083 staff hours in 2002-03). An argument can be made that at
least some of the time attributed to training activities should instead be accommodated within the
80% productivity standard used by the agency in determining its staffing needs. Further, it would
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appear to be difficult to translate the impact of thousands of minor and miscellaneous other request'
transactions as darfzcﬁy into PTE posmon needs : :

13. If the Comnuttee chocses to discount at ieast a pomon of {he 80% pmductzvzty
standard used by the Department in determining its new staffing needs and also to conclude that
some ‘of the other identified workload activities may not translate. as directly into the peed for
additional staff, it could consider reducing the number of new positions authorized for the Member
Services Bureau from 8.0 FTE positions‘to 7.0 FTE positions. Under this alterative, 542 300 SEG
in 2001-02-and $38,900 SEG in 2002-03 would also be deleted % : _ :

14.  If the Committee chooses not to mocizf} the number of new posmons recommended
for the Member Services Bureau, the:one-time funding provided for the 8.0 FTE positions should be
reduced by:$14,500 SEG in 2001-02 to reflect the fact that certain IT-related printer costs will not
“actually be incurred for these new positions ($11,500) and existing system furniture can be used to

offset some of the new permanent property needs requested, - If the Committee provides only 7.0
- SEG positions, the amount ef thas adjustment to one-nme fundmg wculd bea reductmn of $13 100
. SEGmZOOE-OZ W : o - : z

ALTERNATIVES TO BASE

1. _ Adopt the Govemors recommendatson to prov;de $376 400 SEG in 2001-02 and
$31 1 400 SEG in 2002—03 and 8 O SEG positions in the Member Servmes Bureau to: (1) support the
conversion of 4.0 SEG expiring project positions 1 o perrnanent status at the beomnmg of the 2001-
02 fiscal year ($155, 700 SEG aﬁnualiy) (2) support 4.0 SEG new positions ($116,700. SEG in

- _3-'.20014}2 and $155,700 SEG. in 2002-03); and (3) prowda one-time funding. for 1T eqmpm&nt L

" software and modular furniture for all the positions ($104,000 SEG in 2001-02).

Alternative 1 ) T SEG
2001-03 FUNDING (Change to-Base} - :$687,800
T e . [ChangetoBill - . . .. . 80
200203 POSITIONS (Change fo Bage} - .~ -, 8.00

: [Change to BIif - » 0.00}

2. - Provide $361,900 SEG in 2001-02 and $311.400 SEG in 2002-03 and 8.0 SEG
positions in the Member Services Bureau to: (1) support the conversion of 4.0-SEG expiring project
positions to permanent status at the beginning of the 2001-02 fiscal year ($155,700 SEG annually);
(2) support 4.0 SEG new positions ($116,700 SEG in 2001-02 and $155,700 SEG in 2002-03); and
(3) provide one-time funding for 1T equipment, software and modilar furniture for all the positions
($89,500 SEG in 2!301»02) [ This alfemarwe deletes $I4 500 SEG in 2001-02 of excess one-time

Sfunding.]
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Alternative 2 SEG

2001-03 FUNDING (Change o Base} $673.300
[Change to Bill ~$14.500] |-

2002-03 POSITIONS (Change o Base) 8.00
{Change to 8il a.00]

3. Provide $321,000 SEG in 2001-02 and $272,500 SEG in 2002-03 and 7.0 SEG
positions in the Member Services Bureau to: (1) support the conversion of 4.0 SEG expiring project
positions to permanent status at the beginning of the 2001-02 fiscal year (§155,700 SEG annually);
(2) support 3.0 SEG new positions ($87,400 SEG in 2001-02 and $116,800 SEG in 2002-03); and
(3) provide one-time funding for IT equipment, software and modular furniture for all the positions
($77,900 SEG in 2001-02). [This alternative deletes (a} 1.0 SEG position and $42,300 SEG in
2001-02 and $38,900 SEG in 2002-03; and (b) $13,100 SEG in 2001-02 of excess one-time

funding.]

Alternative 3 SEG
2001-03 FUNDING (Change to Base) $583,500
{Change to Bil! - $94,300]
2002-03 POSITIONS (Change to Base) 7.00
[Change fo Bill -1.000
4, Maintain cumrent law.
Alternative 4 SEG
2001-03 FUNDING (Change to Base} 80 P
[Change to Bill - 5687,800) mos AT
2002-03 POSITIONS (Change to Base) 0.00 ; ’
[Change to Bifl - 8.00] { BURKE N A
DECKER N A
MOORE & N A
SHIBILSKI &Y NA
PLACHE Y N A
WIRCH N A
DARLING N A
Prepared by: Tony Mason WELCH NOA
]
JGARD N A
KAUFERT N A
ALBERS N A
DUFE N A
WARD N A
HUEBSCH N A
HUBER N A
COGGS N A
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Legislative Fiscal Bureau
One East Main. Suite 301 » Madison, W1 53703 » (608) 266-3847 » Fax: (608) 267-6873

May 4, 2001 " Joint Committee on Finance Paper #412

Customer Call Center Enhancements (ETF) -

 [LFB 2001-03 Budget Summary: Page 277, #5]

CURRENT LAW

The Departrnent of Employee Trust Funds (ETF) operales a Customer service call center
within its Office of Communications to :respond to telephone inquiries from Wisconsin
Retirement System (WRS) participants, employers and annuitants concerning any aspect of the’
benefit: programs administered by the agency. Currently, 12.5 SEG positions (4.5 FTE
permanent and 8.0 FTE project positions) are assigned to this function. Base level salaries and

- frmae beneﬁts fundmg of $530,300 SEG annually is budveted for these pObiilOﬂS All of the call . s
center’s pro;ect posmons and assoc;ated fundmg (S304 9@0 SEG) expu‘e at the end of the current

fiscal year.

GOVERNOR

“Provide $308,000 SEG in 2()01-02 and $314,000 SEG in 2002-03 and 2.0 SEG
permarent and 4.5 SEG two-year project positions for additional staffing and’ related
enhancements in the agency’s customer service call center. The recommended funding would be
used to: (1) convert 2.0 SEG of the 8.0 SEG expiring posxﬁsons to permanent status at the
beginning of the 2@0%—02 fiscal year (S’i? 700 SEG‘ annually); (2) extend another 4. 5 SEG of
these 8,0 SEG expiring project positions for another two years ($175,300 SEG annnaﬁy} and (3)
support ongoing call center software enhancements and InfoTech charges ($55,000 SEG in
2001-02 and $61.000 SEG in 20{)2 03). Under the Governor’s recornmendation, a mtai of 11 0
FTE positions would then be assigned to the call center during the 2001-03 biennium.
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DISCUSSION POINTS

1. Provisions of 1999 Wisconsin Act 9 authorized 8.0 FTE project positions for ETF’s
customer call center to enhance the agency’s ability to handle an increasing volume of WRS
participant, employer and annuitant contacts. Of these positions, 6.0 FTE were provided
specifically to address the short-term impact of an expected significantly increased volume of
participant inquiries due to the enactment of major retirement benefit improvement legislation (1999 .
Wisconsin Act 11},

2. The volume of telephone contact to the agency has been rising, in part, because the
WRS is still an expanding retirement system with a growing number of participants and annuitants,
as well as a steadily increasing number of active and inactive participants eligible to retire. These
trends are illustrated in the following table. In addition, there are 1,270 participating employers
statewide who must frequently contact the agency.

Projected Growth of WRS Members

WRS Members 1999-00*  2000-01  2001-02 200203 200304  2004-05
Active Participants 255,661+ 260,465 265357 270316 275385 280,547
Inactive Participants- = .107,720 © 110177 113353 116112 < 119,055 122,171
Annuitants o 106676 . -112383 116353 120831 . . 125768 . 131117
| TOTAL . 470 057._ 483, 025_._ 405, 063 507259 5’)0,:203.: -, 835

: *Actual member count. Aii other ﬁgures are estimates based on corrent partaapzmt counts and actuarial
projections.

3. During each of the last two calendar years, the call center has received in excess of
230,000 calls. In addition, in May, 2000, the agency began offering toll-free access to the customer
call center, which now makes it easier for participants to direct inquiries to the Department.

4. ETF believes that in recent years the large volume of telephone contact to the
Department has also been due, in part to the pubhc s inability to reach an agency representative
when callmc Consequently, ofe Or more callbacks have mstoncaily been reqmred in order to reach
call center staff or other ETF staff. For example in the 1999 calendar year, some 156,599 of the
233,392 (or 67.1%) teIephene calls recewed by the agency encountered a busy s1gna1 or were
abandoned by the caller before contact was made w;th a service represen{atwe

5. A 1999 cost effectiveness study commissioned by the Department showed that ETF,
when compared to peer retirement systems, scored low in both service (that is, busy signals, average
answer time, hours of operation) and volume of calls actually taken by an agency representative, but
very high in the complexity of the calls.
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o :'::'“:_";’:-;'Cansequenﬂy, the Committee could conclude that4.5 FTE of the niew positions should be provides
.on a pmject basis at this time; as recmmnended by the Govemor pendmg that subsequent revww

6. The Department now believes that the additional project staff provided in late 519?_-9: S |
as well as the recent (October 2000) installation of sophisticated call center hardware and software o
that pemms the immediate” accessing of agency- databases, the on-line updating of participant files

and ‘more sophisticated inquiry- tracking ‘and" routing ‘capabilities will result in sxgmﬁcant

improvements in the agency’s ability to manage its call center volume. - This appears to be an e

accurate assessment. In December, 1999, before the new staff was fully trained and the new 8
software had not yet been'installed, only 34.1% of incoming “calls were being answered. By_. o
December 2000, fully 90. 8% of 3,11 1n-=cormng calls were belng answered by call center staff. -

s "’7. The Department now plans an mtemal reaﬂecauon ‘of an additional 0.5 FTE new}y' o
vacant posatwn from its Member Services Bureau to the call center function. This reallocated '
position, when added to the center’s 4.5 FTE base Jevel staffing level and the 6.5 FTE positions -
recammended by the Governor, will provide a total staffing complement of 11.5 FTE positions: for.
center operations and supervision. . Excess base level salary and fringe benefits funding of $16,000 i

'SEG annually budgeted to the reallocated  position could be apphed to reduce: the amount: of newi--f L

_ ﬁmdmg pmpased for the addm(mal call center. siaff

- 3'82.':' " The principal ratzonale for provzdmc 4.5 PTE prq;ect posztzons 0 the agencys ca,ii“ |
cerst‘:er functmn at this time is that the combined impact of increased call center staff generally and S
the re»cen‘{ implementation of SOphlS'{iC&th software and hardware to manage in-coming calls should ...

result in a more efficient handling of such calls: Additionally, once Act 11 matters have been

i adjudacated by the Supreme Court and implemented by the Department, there should eventually be - ;- ;
-areduction: in- the number of ca’i]s to the center relating to that topic. An argument can be made: that =

: _thﬁ I}epartment and the LegISIature will be in a better posm(m two years from now to assess the on-"

. going staffing needs for the call center based on a review of the impact of the above factors

3 L 9,_ » The agency behcves that the 11.5 PTE posmons shouid be adequate to manage the'f ot

" call center’s near-term workload needs. [Any near-term additional staffing requirements due to the. -
- impact of the Supreme Courts ruling on Act 11 will be addressed as a subsequent mat{er]f_- Sl
However, at the Committee’s March 15, 2001, budget briefing session, the Secretary of ETF
requested that 2.0 of the 4.5 call center project positions. recommended by the Governor instead be__- o

provided to the agency as penﬁanem positions.

10. The Secretary cxte& two pmnmpai reasons for this reques{ (a) the agency has

experienced a 100% turnover rate among the call center project staff provided under Act. 90
compared to only a 9.6% turnover rate among permanent call center staff; and (b) complexities of
the WRS benefit plans requires time for call center staff to master; consequently, a high tunover
rate impedes the efficient operation of the call center function. The agency believes that relatively *

few employees will want to make the commitment to learn the complexities of the retirement

system where the position is of & limited two-year duration. Given this rationale and the volume of

calls received, the Committee could choose to provide 2.0 FTE of the 4.5 FTE projects posztmz}s '
recommended by the Governor as pennanem call center positions. :
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ALTERNATiVES TO BASE

I Adopt the Govemors recommendation to provxde $308, GOO SEG in- 7OOI~O2 and
$314 000 SEG n 2002-03 and 2.0 SEG permanent and 4.5 SEG two-year project. positions for
additional staffing and related enhancements in the agency’s customer service call center. -

Atternative 1 _ : .. . BEG |

~2001-03 FUNDING (Change i Base) - $622,000
[Change to 8ill 07

2002-03 POSITIONS {Change to-Base) : 850 .
[Change o Bill 0.00]

2 Provide $292,000 SEG in 2001-02 and $298,000 SEG in 2002-03 and 2.0 SEG
permanent and 4.5 SEG two-year project positions for additional staffing -and: related
enhancements “in  the agency’s customer service call center. - [Under this alternative,:$16,000
SEG annually of base level salary and fringe benefits funding would be used to oﬁwr a portion
of the costs of the new call center poszrzons / :

Alternative? © - v T "BEG
' 2031-:33 FUND;NG (Change 16 Base)  $590,000
- [Change 1o Bilf - $32,000]
2002-03 Posmoms (Change to Base) -~ 8.50
: . .[Change to Bl .. .~ .. _.0.00]
3 In addztwn to ezzher Altemarwe # ] or. Alrematzve #2 provide. 4, 0 SEG permanent

positions and 2.5 SEG- two-year project positions annually for call center staffing, rather than 2.0
SEG permanent positions and 4.5 SEG two-year project positions annually.

4, “Maintain current law.

sSE MO# |

Alternative 4 .

2001-03 FUNDING (Change fo Base) $0
[Change to Bilt - §622,000]

2002—03 PGSITIONS (Change to Base) 0.00

fChange to Bilt - . ~8.50]

Prepared by: Tony Mason
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Legislative Fiscal Bureau
One Ea_st Main, Suite 301 « Madison, W1 53703 « {6{_)8) 266-3847 » Fa)_;: (G_GS} 26_‘?»5873

May 4, 2001

Joint Committee on Finance Paper #413

Technical Change -- Retired Employees

Benefit Supplement Reestimate (ETF)

[LFB 2001-03 Budget Sunmary: Page 277, #7]

CURRENT LAW

GOVERNOR

Base level funding of $4,986,500 GPR annually is provided under a sum sufficient
appropriation for the payment of benefit supplements to Wisconsin Retirement System retirees
who first began receiving annuities prior to October 1, 1974. These supplements have been
authorized by the Legislature through the enactment of Chapter 337, Laws of 1973, 1983
Wisconsin Act 394 and 1997 Wisconsin Act 26. Under Article IV, Section 26 of the Wisconsin
Constitution, all post-retirement benefit supplements must be GPR-funded.

Reduce the base level funding estimate for benefit supplements by $837.000 GPR i
2001-02 and $1,371,900 GPR in 2002-03. The reestimate is due to a declining number of
retirees eligible for these supplements due to deaths.

MODIFICATION TO BASE

Make the following reestimates for 2001-02 and 2002-03:

Budget Bill

$4,149.500

2001-02 2002-03
Revised Increase Budget Bill Revised Decrease
$4.188,200 $38,700 $3,614,600 33,373,200 -$41,400
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" Explanation:

MO,

The mwsed SUm sufﬁcmnt estm]ate is based the latest avaﬂable .
projection of the supplements to be paid during the 2001-03 bienniom. The revised esumate
mpr_esents a base level reduction of $798,300 in 2001-02 and $1,413,300 in 2002-03.

Modifncaﬂon

2001.03 FUNDING (Change to Base)

{Change to Bl

GPR

- $2,211,600
- $2,700
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Paper# 414

- SSUE Group Ensurc:mce Boc:zrd Au‘rhorn‘y to Modtfy or Expand S’fofe ;
o Empioyee Group Heaﬁh fnsuronca Coveroge '

e .-.AL?ERNATWE 2 (no oc’raon necessary)

L {?he govemor wam‘s ?o gtve ?h@ Grcaup insurance Board fEexrbﬂsTy fo
: modn‘y employee hedlth insurance coverage for state (union) empioyees,

SO Currently, the Board is proh;bﬁed from modifying or expanding heaith -

' insurance coverage ing way that affecfs premiums Obwously ‘rh:s Couid

e '*-j:jc:ffec? coilechve bcargc:lning so fhe untons sare opposed

anoe ETF Isa basea cfgency, n‘ WJEI ’foke 9 vofes “?o gef this provision mQ

i ."'-So you don’t want fo make any motion here. Ken Opin from WIF is the |

" only person who has con?cacfed us so faron ’rhis bu? it’s defsnﬁeiy a huge |
. ;_i;deal ’ro c}il unions. -

. BY: Julie .
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Legislative Fiscal Bureau
Oneg East Main, Svite 301 » Madison, Wi 537{)3 * (608) 266-3847 = Fax: (608) 267-6873

May4,2001 ~  Joint Committee on Finance  Paper#414

Group Insurance Board Autherxty to Modlfy or Expand
State Employee Group Health Insurance Coverage (ETF)

{LPB 2001-03 Budaet Summary Pacre 278, #8]

CURRENTLAW _

‘The. Group .Insurance. Board (GIB) may not enter into any agreements to modify or
expand group insurance coverage in a manner which materialiy affects the level of premiums
required to be paid by the state or its amployf:cs or the level of benefits provad&d under any group
msur&nce me - : -

Gb\T'ERNOR e

Create an exprass exception to f,hzs cun‘ent law provision by auth()rizmg the GIB to enter
into an agreement to modify or expand group insurance coverage in a manner that materially
affects the level of premiums required to be paid by the state or its employees or the level of
benefits provided, if the modification or expansion would reduce the costs incurred by the state
in providing:group health insurance to state employees.

DISCUSSION POINTS

1. "Under current law, state employees become eligible for state group health insurance
coverage when they become eligible for participation under the Wisconsin Retirement System
(WRS). While most new state employees are eligible for state group health insurance coverage
1mmedaataiy, they gencraiiy do niot become ehﬂlbie for state contributions towards health insurance
premiunms until after six months of s service under the WRS. (Major exceptions to this rule are state
elected officials and Lmverszty fa{:ulty and academc staff who become ehgﬂﬁe for the states
contribution tpon employrient.) '
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2. “When the state begins to make contribution towards the costs of an empioyces
health insurance premiums, it contributes an amount equal to 90% of the premium cost of the
Standard Plan or 105% of the premium cost of the lowest cost alternative health care plan {but not
more than the total amount of the premium), whichever contribution amount is less, based on the
county where the employee receives the medical care.

- 3.. . This premium contribution. formula provides an incentive to state employees 10
select coverage from among the available lower cost alternative plans in order to minimize their out-
of-pocket premium contributions. In counties where there 1s a qualified alternative health care plan,
there will always be a no-cost group | health insurance coverage option available 1o state employees.
Because current law requfres that group heaith insurance agreements contmue from year-to-year
with their basic benefits structures largely unchanged (except possibly to add additional new
mandated benefits), the operation of the state premiuin contribution forimula in an environment of

~escalating medlcal msurance costs has had &’ major impact on iotal state health insurance
expendrtures : ' :

4 The foﬂowmg table shows state and state employee estimated total health msurance
premium conmbutmm payments for the last five calendar years. The amounts are based on the
premiam payment levels, the source of the premium payment and the total number of group heai{h
insurance coverage contracts in effect for each January of the calendar year indicated:

Est:mated Annuai Siate and State Employee Health Insurance Prelmum Payments

Em;aloyee—?a;{d Co Siate Pald

Calendar Year Contributions Conmbutwns
1997 L0 811,637,100 . $268,008,900
1998 U 11,864,900 0 0 282,209,500

1999 13,248,500 306,678,800

2000 13,352,500 349,905,200

2001 R "10,58'2,560 o '434,'4'92,700 '
5. The mtent of the proposed modification is to authorize the GIB to include a variety

of new coinsurance, copayment and deductible cost-saving provisions under its alternative group
health insurance plan offerings. The principal argument for adopting the recommended change is
that the modified alternative health insurance plans containing these cost-saving features would be
expected to have a smaller net premium cost. Even with the state paying up .to 105% of the
premium costs of the lowest cost modified alternative plan, the lower overall premiums associated
with these modified plans would likely result in important health insurance cost savings for the
state.. : -

6. To the extent that an empioy@e did not opt for ‘coverage. under the lowest cost
modxﬁeé altemanve plan, he or she would be subject to increased out-of-pocket premivm payments
However, even if the employee might incur no additional out-of-pocket premium costs by selecting
the least costly modified alternative plan, the plan’s additional copays and deductibles would
represent additional costs to the employee.
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7. If the Committee believes that these potentzal modifications have merit, it could
adopt the Governor’s recommendation.

8. Current represented state employee contractual provisions will likely affect the
degree to which the proposed changes may be implemented and applied to such emplovees.
Represented state employee collective bargaining agreements generally have health insurance
provisions comparable to the following contract language: "The Employer agrees that the benefits
offered under the Standard Plan and all compensable alternative plans shall be comparable. The
parties agree that the alternative plans approved by the Group Insurance Board at its meeting on
September 15, 1985, are comparable in benefit levels and shall be considered as examples of
comparability.” [Health insurance coverage language from s. 13/1/1 of the current WSEU contract
with the state.] The contract language goes on to specify that the state will contribute towards the
costs of premiums based on the 90%/105% formula, as it relates to those comparable alternative
plans, as defined in the agreement.

9. Since alternative health plans with higher deductible, copayment or coinsurance
provisions were not being offered by the GIB in 1985, the state would not be able to substitute a
modified alternative plan for premium contribution payment purposes for its represented employees.

10.  Such a modified alternative plan could still be offered to nonrepresented state
employees as part of the biennial compensation plan. However, the state would then have
bifurcated its alternative health coverage plans offerings, with more comprehensive coverage being
available to its represented employees and less comprehensive coverage (and more out-of-pocket
expense) being available to its nonrepresented employees.

- <A1 If the Committee has concerns about these aspects of implementing the proposed i
' mochﬁcatzons recommended by the Govemnor, it could choose to maintain current law.
ALTERNATIVES TO BASE

1. Adopt the Governor’s recommendation authorizing the Group Insurance Board to
enter into an agreement (o modify or expand group insurance coverage in a manner that materially
affects the level of premiums required to be paid by the state or its employees or the level of benefits
provided, if the modification or expansion would reduce the costs incurred by the state in providing
group health insurance to state employees.

2. Maintain current law.

Prepared by: Tony Mason
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Representative Kaufert

EMPLOYEE TRUST FUNDS

State Employee Minimum Contribution to Monthly Health Insurance Premiums

Motion:

Move to modify the state group health insurance premium contribution formula to specify
that following an initial payment by each covered state employee of $5 per months towards the
gross premium cost for group health insurance coverage, the state would contribute an amount
equal to 90% of the premium cost of the Standard Plan or 105% of the premium cost of the lowest
cost alternative health care plan (but not more than the total amount of the remaining premium),
whichever contribution amount is less.

Note:

This motion would require each state employee to pay a minimum of $5 per month towards

the gross premium costs of his or her group health insurance- coverage.  Initially, the provision . ;
"would apply only to nonrepresented state employees. The provision ‘would apply to represented =

employees only to the extent provided under applicable collective bargaining agreements.

It is estimated that there are 34,284 FTE nonrepresented state employees. No information is

available on the number of such employees who currently pay less than $5 per month for state =~

group health insurance coverage. However, the maximum amount of state employee $5 per month
payments under this motion can be determined, if it is assumed that no premium contributions are
currently being paid by any of these nonrepresented state emplovees. Under such a scenario, the
maximum amounts collected would be $2,057,000 annually. These employee contribution amounts
would offset state group health insurance premium contribution payments from state agency
budgeted costs in their fringe benefits lines. The maximum amounts that could be lapsed are
§945,400 GPR, $256,300 FED, $693,700 PR and $161,600 SEG annually. Since health insurance
premiums are typically paid two-months in advance, there would be only 10 months of $5 per
month payments in 2001-02,

[Change to Base: $1,733,200 GPR-Lapse; $469,900 FED-Lapse; $1,271,800 PR-Lapse; and
$296,300 SEG-Lapse]

[Change to Bill: $1,733,200 GPR-Lapse; $469,900 FED-Lapse; 31,271,800 PR-Lapse; and
$296,300 SEG-Lapse]

Motion #224
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B "SUMMARY

= ETF iS Iookang for more money ‘ro deal waﬂn The tmpiem@n’rc}hon of
= ACT } ‘i once the Supreme Court makes its rufing Money was set c:sade in
; -The Iqsf budge’f for ’rhis cmd Is se"r to surasef on 7/ 1 /G?

Obv:ousfy smce The ruiang has no’r come down yeT we need To :
- extend this sunset date so the: c:ppropr;cmen and cssoc:m@d pesmons -
'_don ’f Ic:pse fo ’rhe genercﬂ func:i e . : TR

ETF would ilke us ‘ro mcske The em‘tre Gmoun? of The r@qu:r@d

" come down they have the maximum Gmoum of fiex;bfin"y fostart:
' ;mplemen’ﬂng the. chcmges S

However LFB pom“fs ou*r on pcsge 5 porc:grcph 13, J"‘C may want
o WG!T un‘h! the full nature and extent of the Courf s ruling are known
before re eoaszng any fundung to ET}: '

. Alfem{::‘ﬂve 2 extends fhe sunset to 7/1/03, gives ETF one-’rherd of their
r@quesfed funding up front and places the rest in unallotted reserve for
- . release to ETF by DOA based on the Court's decision, its workioad fmpc}cf
-~ on ’rhe Deﬁaﬁmen‘? cmd ETF 'S GCTUGI need forthe fmds ' .
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