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SUMMARY

R Thas is ’fhe ’rhmg for The W;scensm Cenfef Thc:n‘ wQs supposed ‘r@
n hqppen in the last budget. Aifema’nve 1 provides that any

unencumbered local expos;’uon district Tc:sxes collected by DOR (zn excess

of 10%) be returned To The Wlscensm C@nf@r Obvzously you shouid
supporf this. - : : .

Al?ermhvea 2 would cﬂiow these’ unencumbered ?oxes To Eapse to
' a‘he generdl fund, Of course, Shanovich felt the need fo put this opﬂon in
. the paper, and | expect o bunch of Republicans will go for it, This is bad,

~“and you shouidn’ Tsuppor‘f it. Hopefully, Rep. Foti has. iobbl@d his side weil'

enough to gamer some support for it | in his cc:tucus

BY: Julie
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- Administration of Local Exposition Tax (DOR - Tax Adnumstratlon) |

 [LFB 2001-03 Budget Summary: Page 590, #9] -

CURRENT LAW

“The Dcparzment of Revenue (DOR) admxmsters and colleci:s the locai expasmon dzsinct
tax. W;thm the local exposmon dlstnct the exposxt;on district tax is 1mposed at the rate of 0.25%
of the gross receipts from the sale of food and beverages and 3% of the gross receipts from car
rentals. The Department also administers the room tax collections of the district. DOR retains
2.55% of total collections to cover the costs of administering the tax.

_ -GOVERNGR

Provxde that the amount of iocal exposition dlstnct taxes that DOR retains for
administrative purposes that is unencumbered at the end of the fiscal year and that exceeds 10%
of the amount expended during the fiscal year be distributed to the local expcsznon district.

DISCUSSION POINTS

1. Under the provisions of 1993 Wisconsin Act 263, cities, villages and counties
were authorized to individually or jointly create a local exposition district that is separate: and
distinct from the municipality, county and state. A district has the power to build and operate an
exposition center, own and lease property, enter into contracts, employ personnel, issue bonds
and, under certain conditions, impose three different local taxes (room tax, food and beverage tax
and car rental tax). A board of directors presides over the- dismct and the composmon of the
board depends upon the type and number of sponsomag entities.: :

2. Siaze siatutes Iumt the amount, duratzon and use of the. three local taxes. The
revenues of each of the district-wide. local taxes must be used only for the debt service on the
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district’s bond obhgatzons Once the district’s bonds are renred the collectx(m of th $.must
cease. Collection of the taxes. must-also terminate. if bonds are not.issued w1than twe __.years of
imposition of the tax, but whatever has been coilecte:d can be used for any Iawful purpose

"3, A maximum 111}:312 is 1mposed on the tax rate for each of the three taxes as foiiows
(aal. 25% (0.50% with a majority vote of the board) district-wide sales tax on certain food and
beverage sales; (b) a 3% (4% with-a majority vote of the board) district-wide sales tax on the
rental {)f passenge;: cars wzthout {invers, (c) a baslc mom tax of up to 3% of district-wide room

to de&cate 1ts exxstmg mom tax m the d13tr1ct

4. The Clty of Mﬂwaukee has created ; a loc:al exposxtzon dastnct cailed the Wisconsin
Center Tax 9153:1’16& for the purpose of acquiring and ‘managing its exposition center facilities.

The District is compmsed of cities and vzllages wholly or part;aliy in Mllwaukee County The
Dzstrzct began 1mposmg taxcs on' }anua,ry 1; }995 S

5 ”i‘a’ble 1 shows the: tax ratc and amaum of revenuc collectad for each of the taxes ' 5

1mpesed by the: Wzsconsm Center I}zsmct for caiendar year 2000. The table shows' that the
District receives most of its revenue from the basic and addﬂional room taxes. - In 2000, a total of
_$13 584.600 was collected by BOR fl‘Ol‘ﬁ the District taxes. However, after funds are deducted to
'cover DOR adnnmstratave costs totai distribuizons to the sttrzct far ZGi)O were $13 238 IGO

e T TABLEI L
Wlscnnsm Center I)istnct Collect;ons (2009)

_ BaSICROOmTaX : e e e 20{)% | $2 497 80{)_ ..
'Food and Beverage Tax 0. 25 2,7 16 800
Car Rental Tax 3.00 2026200 ...
Total S $13,584,600
Source: Department of Revenue * ~~~ ©
6 As noied BOR admxmsters a.nd coﬁects thc Iocai exposition tax and retains

2 55% of totai collections to fund administrative costs: Prior to November 1999, the Department
retained 3% of collections. However,: 1999 Wisconsin“Act 9+(the 1999-01" biennial budget)
reduced this amount from 3% to the current 2.55% to more closely align revenues with actual
administrative costs. At that time, DOR indicated that the appropnatmn for aénnmstraﬂon of the
local exposition tax would have a significant unencumbered balance. o
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: 4o Under: the:bill, the year-end unencumbered balance in- the administrative
__approprzatzon inexcess of . 10% of fiscal year expenditures would be distributed: back to‘the
-exposition district. Table 2 shows the estimated -amount of local exposition taxes that would. be
distributed back to the District. The table indicates that the amounts returned would be $348,100
in 2001-02 and $49,700 in 2002-03. The estimated amount returned would be less than the
administration’s estimate by $19,000 in 2001-02 and $12,300 in 2002-03. This reﬂects DOR
reestimates of revenues and expenditures.

TABLE 2

- : o Estxmated Local Expesnmn Taxes ' '
Admlmstratwe Appropﬂatwn Revenues, Expenditures and Amounts Returned to Dzstrlct

2001-02 1 2002-03
Opening Balance ~ $343,900 - $31,800
Revenues _ 353.600 . . . 375.300
Total Revenues - - . - $697,500- - $407,100
...~ Expenditures- .. . . .o 2317600 o o 2324900
~Closing Balance . .. . . . §379,900 - .. .. & $82,200
0% Reserve  $31.800 32500
Amount Returned $348,100 o $49,700
8 The bill wcmid dlsmbutc revenues thai are - not necessary - to  cover the

Departments administrative expenses durmg the biennium back to the exposition district. This
reflects the view that the local exposition taxes are imposed by the District and should be used to
fund the District’s expenses. If over time, DOR annually collects substantially more revenue
than is needed to fund administrative costs, the percentage retained could be reduced. However,
the current proportion retained (2.55%) has not been effective long enough to clearly make such
a determination.

9. The 10% reserve would provide ongoing funds that could be used to offset
revenue shortfalls or to fund unanticipated expenses, such as equipment upgrades. A number of
state agency program revenue appropriations retain and carry over a reserve balance, including
the Department’s business tax registration and liquor tax administration appropriations.

10. However, there is a view that the balance in the local exposition tax
administration appropriation should be lapsed to the general fund as reimbursement for the
general administrative services, such as taxpayer registration, data processing and compliance
activities, that are provided because the local exposition tax is part of the state’s tax processing
systems. Because such activities are funded by GPR, it is justifiable to transfer some exposition
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.district. tax: revenues to. the general. find: Under ‘this 'view,; the unencumbered balance in the
-...administrative -appropriation -would be: lapsed to the -general fund- as- GPR-Earned. Similar
provisions apply to-the- county sales tax, bus;ness tax registrauon and hquor tax adnnmstraﬂve
i app{()pnat;()ns ; £k ST : b : SERIE A st il Vi

1. Approve the Govemor’s recommendation to require that the amount of local
exposition taxes that DOR retains for administrative purposes that is unencumbered at the end of the
fiscal year and that exceeds 10% of the.amount: expended during the fiscal year be distributed to the
local exposition district.. Reestimate the amount 1o be distributed to the District 10-be $348,100 in
2001-02 and $49,700 in 2002-03. The rev1sed estimate reduces GPR-Earned by $19,000 in 2001-
02 and $12 300in. 2002»4)3

A%ternatwei FRLRRDL iy 'GPR
2001-03 aavsxua {Change Bl -$31,300 |
2. ~Modify the Govemnor’s recommendation to require that the amount of local

exposition taxés that DOR retains for administrative purposes that is unencumbered at the end of
the fiscal year and that exceeds 10% of the amount expended during the ﬁscal year be lapsed to
the general fund as'GPR-Earned. '

Alternative 2 GPR
-+ |,2001-03 REVENUE (Changeto Bil) - - $397,800
3. . Maintain current law.
MO#

BURKE Y N A
DECKER Y N A
MOORE Y N A
SHIBILSKI Y N A
- PLACHE Y N A
N T wireH ¢ N A
Prepared by: Ron Shanovich DARLING Y N A
' . e WELCH Y N A
GARD Y N A
KAUFERT Y N A
ALBERS Y N A
DURE Y N A
WARD Y N A
HUEBSCH Y N A
HUBER Y N A
COGGS Y N A

AYE NG ABS
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“May 10,2001 70 Joint Committee on Finance -~ Paper #801

Busmess Tax Rﬂglstratwn Administration and Debt Collection Fundmg
(DOR - Tax Admlmstratlon)

| EZ.CURRENT LAW

Busmesses are requxred o obtam a busmess fax reg;stra.tlon certificate fmm the
Department of Revenue (DOR) for certain hcenses permits and certificates related to sales and
use, withholding, fuel and excise taxes. Apphcants pay a fee based on the type of permit, license
or certificate required; however, a single fee is paid for:all such documents acquired. Fees are
placed in a program revenue appropriation used to fund administration of the business tax
reg1strat10n system The appropnatmn has base level funding of $1,508,100 PR and 23.4 PR
positions. : :

o '_ w D(I)R 1s authonzcd to offset statc tax refunds agamst the dﬁbts of nther state agencws and B
counties ‘and ‘municipalities. Base level fundmg of $303, 6@0 PR 1s prov;ded to fund
adrmnzstrauve COSts.

GOVERNOR

No provzszon

DISCUSSION POINTS

L. The business tax registration system was established by 1995 ‘Wisconsin Act 27 (the
1995-97 biennial budget). Under Act 27, DOR was required to implement a centralized business tax
registration system through which a taxpayer could apply for all required permits, licenses and
certificates using one application and paying one registratzcn fee. A two-year renewal cycle was
‘established. The' Departrent was directed to deveiop a revlstratmn fee schedule that reflected
E'tradmonal differentials in fees and costs for businesses, with a minimum regxstratxon fee of $20 and
a nnmmum renewai fee of SIO DOR was also cﬁrected to subzmt the 9roposcd fec scheduie and an
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estimate of the point at which the fees wouid exceed the costs of adrmmstenng the fee system to the
Joint Committee on anance at its first meetmg under s. 13.10.1n 1995-96. i

A separate program revenue appropriation was created to fund administration of the
business tax registration system with registration and renewal fees as the source of revenue for the
appmpna‘uan Annually, the unencumbered year-end balance in the appropriation in excess of 10%
of fiscal year expenditures lapses to the general fund. Act 27 also converted the funding source for
16.8 GPR positions to PR and provided DOR with 3.0 PR ‘project positions to administer the
business tax regxstratzon system The posﬁ:mns were funded from. the.- program revenue
appropnauon o

2. The Department submitted two alternative fee schedules for approval at the
Committee’s October, 1995, meeting under's 13.10: The Committee approved the registration and
renewal fee schedule that is currently in effect and the new fees were scheduled to begm on January
1, 1996. Consequently, registration renewal fees: Were due starting in 1998. The reg;stratmn and”
rencwal fee schedule was projected to generate fee revenues that would first exceed appropnanon "
expendltures in 1997-98. The appropriation balance was expected to be posmve begsnnmg in 1998-
99 Table 1 shows the current bnsmess tax. rﬁgsstratmn fec schedu}e 3 _

o TABLE 1
Busmess Tax Reglstratmn and Supplemental Fee Scheduie

Inmai P TS A 'Blﬂl‘mial e

Reglstranon Renewal
Busmess Tax Regzstranon Cemﬁcate 8200 T Sy
Expedztad Serwces Fee I S o 0 T R
Supplemental Fees ' e
Wisconsin Liquor Wholesaler 1,000 1,000
Wisconsin Liguor Manufacturer 1,000 : 1,600
Wisconsin Liquor Rectifier = 1,000 1000
Out-of-State Liquor Shipper 560 500
Public Warehouse Liquor 200 S 200
Wisconsin Winery 200 200
Sports Clab (Liguor) 600 600
Sports Club (Beer) 200 oAy 200
Airport Pablic Facility 600 600
. Vessel (Liquor) .. .~ .. _ SN G600, s s 600
o ¥essel (Beer).. o e o s 20000 e a0 200 v

3. “As mtroduced by the Govemﬁr the 1999 (}l b1enma1 budget bﬂl premdﬁd $123 90()
PR in. 1999-00 and $181, 10(} PR in 209@-1 and 3.0 PR posmons annuaﬁy to_cenvert project
posmens ‘that supported the busmess tax regxstratzon system 10 perrpanent. posmons Because of
pro;ected Tong-term deficits in the business tax registration administrative appropriation, the Joint
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Bl Speczfically address this problem.

<Comumittee -on. Finance deleted the funding and positions. ~Inits budget deliberations, the
Legislature. provided 3.0 permanent positions: but no. additional funding. However, - the: Govemor :
deleted a nonstatutory provision: authonzmg the ‘positions -as part:of a veto to'provide a ‘one-time
increase in flmdmv for the schooi levy tax credlt in 2OGI~02 -

4. In December, 1999 DOR was prs:)vaded thc three posmons with- no: additional
funding through the s. 16.515 process. The Department indicated that it would reallocate funding
- that 'would otherwise be used for contract programming. The positions would be used to complete

-the business tax- reglstratxon system;: mcoxporate law changes and’ improvements into- the system,
.--'and to mc}uda the busmess tax reglstramn system as‘a- baszc cemponent m DORs mtegrated tax

. 5 _ In approvmg zhe Departmcms 8, 16 5}5 request DOA md;catcd that tha G{;vemor
.- and }.Jegzslature had prekusiy concurred in: DOR’s need for: the: requested ‘positions.’ Smce the
' ot affect the funding: Tevel for the appropriation, the énding cash.
balance in the appropnanen wouid ‘be. unaffected. However DOA expressed concern’ that the
business tax regzstrai:mn appmpnaimn was pr03ected to have a deﬁczt for ten years. Consequenﬂy,
' r-ZDOR was dlrccted to mciudc a: proposai for addrsssmg the deﬁcrt in ats 2001-03 budget request

: 6 Under ti}e prcw:{smns c:vf the bill; totai anmza} expendlmre autharxty for the busmess
. tax; regxstra.non administration-appropriation . would be:$1,496,000 PR and 234 PR ‘positions. The
. funding sources for the appropriation are registration and rerewal fees. Table'2 shows the revenue,
..gxpenditures. (mcludmg compensation reserves:and-other adjustments) and appropriation:balances

-under the bill. The table shows that the projected. appropriation balance will be a deficit-of almost
-.._$6GO 000 at. the end-of 2002»03 Moreover, the Department estimates. that the appropriation* will

~‘have a’ subsmnaz yeat-end deficl_ eugh 2010 The bﬁl dﬁes _

| TABLE 2
Busmess Tax Reg;stratmn Admlmstratwe Ap;:raisrlaﬂan

Beginning Balance S - $869,800 - $546,600

Revenues 1,864,400 1,534,000

Expenditures e ~I:541,20{3 - 1.584.900

. Closing Balance R - $564,600 - $597.500
7 The March 24, 2001, state aoency position status report mdzcates that (.65 revenue

agent posmon funded by the busmess tax registration appropriation was vacant-for 11 months.
Given the length of time the position remained unfilled, it could be argued that it appears that DOR
can administer the business tax registration system without the position being filled. ‘Moreover, the
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ongoing deficit in the admiinistrative appropriation indicates that the program is spending mere than
«~it has revenue to fund. As a result, the 0.65 position-authority. and $28,800.-PR in annual expendmm:
. authority.could be deleted to partially add.ress the engomg appropnatmn dcﬁczt ' :

8. The Department mdxcates that they are in the process of ﬁih’nc the 0 65 posmon and
- deletion of the posztlon couid hmder registramon comphance aCtl‘Vl‘{lf:S '

S 9 As noted the busmess iax regfstranurz system wﬂl be a basxc component of the
Department s mtegrazed tax system (ITS). The integrated tax system involves the use of technology
10 develop and’ Impiemsnt a comprehensive modernization, upgrade .and reorganization of DOR’s
tax administration personnel, activities, processes and systems into functional components.-. The
business tax registration system will be incorporated into ITS and adopted to function as the
< Tegistration.component. The registration component will: pemut single, centralized registration by
woall taxpayers regardless of tax: type and mamtﬁ:uaﬁce ‘of account information’ about each customer.
.across: all tax types-in one central source. It is: antxcipated thiat"the ITS will 1mprovs taxpayer
--._---semces the efﬁcwncy of tax: coﬁ@c‘uen actwltzes and ﬁnancml controis S . g

S .1.0. tfnder current Iaw DOR is. amhanzed 10 offsct aga.tnst state ‘tax refunds amounts
owed for state taxes, debts to state agencies, delinquent child and. spousal support and maintenance
- payments, and municipal:and:county fines fees and forfeitures; DOR:is also allowed to enter into an

‘agreement with the federal Intetnal Revenugé Service (IRS) to offset state tax refunds against federal

- tax-obligations if the IRS offsets federal tax refunds against state tax obligations. The administrative
.- costs of collecting debts -owed to. state ‘agencies and 1o munzczpahties and countles are funded
. through. the program: revenué - debt ‘collection apprcpnatlon The source” of revenue for' the

- appropriation is an ‘administrative charge imposed on state agencies-and local units.of govemmem

__:-_f’}?he Depam'nent is. genaraliy authorized to charge for administrative services, “but must’ annually (e
*review:the administrative charge and adjust it to reflect costs incurred: Cmnﬂy, DOR rétains 1.5% .

of the amount of the debt offset for admlmstraﬂve costs

11. . Under the bill, total fundmg for the debt service appropriation would be $317,200
annuai}y Table 3 sHows ' revenues;: expendlmres (iricluding ‘compensation reserves and other
adjustments) and appropriation balances for the debt service appropriation. The table shows that the
unobligated balance in the appropriation would be $570,000 in 2002-03.

" TABLE3

* Debt Collection Appropriation

Beginning Balance _ $292,800 _ $424,600
"Revenues U ttysgspo 481,400
'Expendimres Lo L 306 7000 e 336000
: --Closmg Baiance - SO s SADA GO0 T s et "'3570,(}(}(}
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12. Since implementation of ITS is expected to mmprove the efficiency of the
Department’s compliance activities, DOR’s debt offset programs. should benefit from the system.
Transferring funds from the debt collection program to the business tax registration program could
be viewed as an appropmate use of the funds, given ihe iong—tenn improvements in the Department’s
ability to identify and track debtors that is expected. As Table 3 indicates, a total of $570,000 could
be transferred during the biennium from the debt collection appropriation balance to the business
tax registration administrative appropriation. One alternative would be to transfer $400,000 in 2001-
02 and $170,000 in 2002-03. If this action: were combined with the deiﬁnen 0f0.65 PR position.and
$28,800 PR in annual fundmg (discussed above), the business tax Tegistration appropriation would
have a positive closing balance at the end of 2002-03. However, these actions would not
permanently eliminate the long-term- deficit: in' the  appropriation. : “Under 5. 16.513(3), the
Department would be required to develop a plan for dealing with the long-term deficit in the
appropriation and submit it to the Secretary of Administration. DOR could submit this plan with its
2003-05 budget request. Table 4 shows the revenues. expenditures and:appropriation balances for
the business tax registration appropnatxon if these altemanves were adopted

TABLE 4

Alternative Revenues, Expenses and Appropriation Balances

2001-02 2002-03
Beginning Balance - $869,800 - $117,800
Revenues 1,864,400 1,534,000
Transfer from Debt Collection 400,000 170,000
Expenditures -1.512.400 e . z1,536,100
Closing Balance -$117.800  7$30.100

13. Under a provision included in 1997-99 Wisconsin Act 27, $250,000 was lapsed in
1997-98 from the balance of the debt collections appropriation to the general fund. This was viewed
as reimbursement of state taxes collected and payment for general GPR administrative services -
provided by the Department. As a result, an alternative would be to require that the unencurnbered
year-end balance in the debt collection appropriation lapse to the general fund. This would increase
GPR-eamed by $424,600 in 2001-02 and $145,400 in 2002-03. This can be viewed as an
alternative to the transfer to business tax registration because DOR is required to develop a plan for
dealing with the deficit in the business tax registration administration appropriation. As noted, DOR
has not submitted such a plan to DOA.

ALTERNATIVES

L. Delete 0.65 PR position and $28,800 PR annually from the business tax registration
administrative appropriation [20.566(1)(gb)].
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‘Alternative 1 PR
2001-03 FUNDING (Change to B - $57,600
| 2002:03 P{}siﬂONS (Change to Bm) © 065

20 Transfer fundmg ef $400,000 PR in 2001-02 and $170,000 PR in 2002-03 from the

debt collection adﬁumstratwe appropnanon [20 566(1)(h)} to the busmess tax regzstranon
-adnums{ratwe appropnatxon {2{) 566(1)(gb)] Y

- 3 e Reqmre that the year~end unobhgated balance in the debt collectlon administrative
appropnataon {2{) 566(1)(h}] to Iapse the general fund

'-,A.lterna.._____m.a GFR

2001-03 REVENUE (Change to BIIE} $570,000

Maintain current Jaw.

Preparé_c_if{ﬁy-:_' ER_O_I:_ Sl_;ﬂz_jevi_ch

| BURKE A N A
DECKER eoN oA
MOORE Ly oNoA
SHIBILSKI fyw NA
PLACHE NOA
WIRCH NoA
DARLING NOOA
WELCH NoA

|+GARD : i
KAUFERT
ALBERS NoA
DUFF NoOA
WARD NOA
HUEBSCH NoA
HUBER N oA
COGGS NoOA
AYE NO ABS
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Legislative Fiscal Bureau
. One East Main, Suite 301 » Madison, WI 53703 » (608) 266-3847 + Fax: (608) 267-6873 .

Statusef IntegratedTaxSystem Ixn-piéméniation R
(DOR -- Tax Administration)

... This paper provides a.brief descnptmn of the activities undertaken by the:Department of
_ 'Rcvcnue: (DOR) to 1mpiement the. integrated- tax system (ITS) and the. current status- of system
__1mpiemen:auon Thc .integrated fax system involves the use .of technology -to .develop and
implement . a comprehenswe modermzamm, Aupgrade - and. -reorganization. of ~DOR’s. - tax
admunistrative personnel, activities, processes and systems into functional components.

ITS BACKGROUND

The 1997~99 ’b:{enma’i budgat (1997 Wzsconsm Act 27) pmwded the I)epamnent of Revenue SR

$1 257 100 GPR in 1997-98 and $203,500 GPR in 1998-99 to-contract with a private vendor to
develop an integrated tax system. The funding was. placed in the Joint Committee on Finance’s
suppiemﬁntal appropriation and DOR was required to. submzt a plan for developing the system
before the funding could be released. The Department submitted the plan at the Committee”’ s June,.
1998, meeting under s.13.10 and the Committee approved release of $45,000 GPR in 1997-98 and
$1,415,600 GPR in 1998~99 L{n addition, the 1997-99 budget adjustment bill (1997 Wisconsin Act
237) provided $2,000,000 GPR in 1998-99 to implement the ITS. DOR also. allocated $269,500 PR
in business tax registration funding for contract programming for ITS activities. Total ﬁmdmg
provided in 1998-99 was $3,420,500 GPR and $269,500 PR. :

The 1999-01 biennial budget (1999 Wi3consin Act 9) provided $2,315,500 GPR and
$915,000 PR in 1999-00 and $2,280,500 GPR and $950,000 PR in 2000-01 in additional funding
for. nn@amenum the ITS. As a resukt total funding provided for ITS was $5,736,000.GPR and
$1,184,500 PR in 1999-00 and $5,701,000 GPR and $1,219,500 PR in 2000-01.. However, because
specific plans and contracts had not been developed at the time the budget was being debated, the
funding for 2000-01 was placed in the Joint Committee on Finance’s supplemental appropriation.
The fundmg cou}d be released, under s. 13.10, after the Committee approved a report submitted by
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DOR that detailed past and future expendxmres for the ITS. The Department subnntied th_e_report at
the Committee’s July, 2000, meeting under s. 13.10 and the Committee- approved release ‘of the -
funding.

"DOR contracted with IBM in December, 1997, to develop the ITS master plan and to assist
the Department in designing and developing the ITS. As part of the initial develo;ament process, the
system-was divided into the following funétional components:’

Data Capture. Capturing all submissions received by the De;;mnmm ina standard electronic
form that can be used in‘tax’ processmcr ‘and’ customer semc:a anavztaes

Registration gaxgay;er Idcnuﬁcanonz Smgle centralxzed registration by all taxpayers
regardless of tax type: Mamtenance of account mformatxon about each customer for all tax types in

one central sr;)urce

Taxgazer Accounhng A cenn'ahzed proccss “that - creates’ and mamtams a single
comprehenswe aceount” for gach: taxpayer “and - gﬁnsrates bzlls ‘and’ assessments through a
comespondence “subsystem. In “addition, an autematteci system “that prev;des msbwsemcnts and
statistics 1o department pcrsonnel and customers for all decuments, collect;ons and refunds :

Revenue Accounting. A centrahzed process which accounts for revenue, reconciles deposits
and computes and generates distributions.

- Delinquent Tax. Upgrading and mcorporatmg the deimquent tax. coliecuon system into an
o mtegrated bﬁimg and collectxon system ' L S :

~Retums and Pavment Pmcessmg Integtanon and sxmphﬁcanon of the work acuvmes for
iprocessmg tax retums forms payments and refunds _ e

Case Managcmant Admmxstraﬂve support and mfonnatmn needed to memage a tax case
through ‘the tax’ process {linking conespondenca status excepuens processmg, outcomes ef
-actions, mformanon about tax cases} :

Audit/Decision Support. Information and processing support for the audit process. Tnclades
data wa.rehousmg, hxgh—powered quexy and analytu:al toois

~Customer Service. ’}’echnolegy support for the semces prowded by the Deparzment Use of
-technology o 1mprova res;aonses to customer mqumes redﬂs;.gn and dxsmbate tax forms anci 0
communicate *w;th taxpayers A

- In‘addition; several initiatives and pilot projects that were not spemﬁc components of the core
system but, when successfully completed wotild be- incorporated into ITS, were identified. These
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-projects-included upgrading and expanding scanning and imaging, a sales tax internet filing project,
-+ a.data-warehouse pﬂot pmjeci and tax fanns redesxgn 10 1mprove wmphance and enhance scanmng
CACHIVILIES: o o e e s T e e el o fan

ITS was scheduled to be implemented in six phases that coincided with state fiscal years
1998-99 through 2003-04. Each phase included a number of components, parts of components,
- special -projects and related -activities that -would ‘be completed: ‘within  the *fiscal year. Each
 component-of the ITS would‘include all of POR’s tax systems, ‘but each:tax would be separately

-incorporated. into. ITS: Project costs were progccted to be: mcmed {hmugh 2902*03 whﬁc master
; Ieasepaymentswouidbereqnuedﬁzmugh 2009 10. o R ST

IMPLEMENTATION

: As noted }){I)R contranred wzth HBM f{)r Phase 1 actwmes mcludmg compie;txon of a master
: .plan rewewmg the- Departmems tax adnnmstxatzon orgamzanonal structure  and- zechnciogy
~developing a- modei of the ‘components. that would beincluded in ITS, ~writing business: riles for the
- System processes,-and preparing a work plan for Phase 2, :In addition,: three pilot projects have been
- Jargely completed: The sales tax internet pilot-allows-sales and nse taxpayers to use the internet to
.-file their returns.: The Department has also-expanded tise of scanning technology for data capture
cand storage of individual-income tax returns. and implemented-a data warehouse pilot project. The
expanded use of scanning technology has reduced processing time. The data warehouse allows
stored data to be manipulated to demonstrate relationships and patterns in taxpayer information that
+.can be used to nnprove aud;t selectmn Phase 1 cf ITS development and 1mplementation has been o

The II‘S project is a phased:development with flexible management and contracting that
aﬂows DOR to contract for ‘each:phase separately. In late 1999, the Department determined that
- there were-a. number of improved: technology options available to ITS that did not: exist:-when: the
project hegan After assessing the project’s progress in the context of available: technology, ”R

- decided to contract: w;th Amcncan Maﬂagemcnt Systems (AMS) to 1mplement Phase 2 3

_ Thzs marked a change in the deveiopmeni of ITS Under the contract with IBM; the system
~was being developed from the ground up and each component of the system had to-be built. Under
the contract with AMS, DOR will be provided a new.version of Advantage Reveriue, a developed
tax processing system that includes subsystems similar to the functional components. DOR will not
. be purchasing individual components of the system but, rather, implementing an established system
that includes data capture; tax return processing, accounting, -and other components and- adapting
those components -to :the Department’s tax 'administration system. As a-result, ITS will be
1mp}emented mn phases that are dsszgned to mcorporatc speczﬁc tax: types into the system '
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However, the computer code for Advantage Revenue must first be rewritten into’'a new more

. effective.language. Once -the rewriteis complete; DOR will- test the program-to -determine- its -

stability before customizing the system to the Departrnent’s tax administration system. Once system
testing is completed, implementation of Phase 2 will begin. Delivery of thf: rewntten system is

. -scheduled for December, 2001, which is about six months belund schedule

Attanhment 1 shﬂws the schednie for the six 1mpiementatzon phases of }TS Thls wﬂl mvoive

-+the __ag:t_ual design, development and construction of the first release of the :system; which will
_primarily address the sales and use tax. Release 1 is scheduled for-implementation in November,

2002, when the system would be operational -for sales:and use taxes. Because many of ‘the
functional components of the system will be commmon to all taxes collected by the Department
DOR believes that about 60% of the system software will be constructed durmg Phase 2.

Addm{)nai functional components will be developed and addmona} taxes wﬁE be xntroduced

1o the system: durmg Phases. 3 through 6, which are scheduled to be nnplemented from 2002
;thmugh 2008. Phase: 3, which is scheduled from 2002 thmugh 2005, will focus on'the individual
income: tax and- estate tax. "It is anticipated that the income tax system will be operational by
. January, 2004, for-use in.processing tax year 2003 returns. Phase 4 will be implemented in 2006
- and-will focus on withholding taxes; corporate:income: taxes and other business taxes. Excise taxes

will be added to the system inPhase 5 (2007):and the remaining tax:systems (property, utility and
miscellaneous. ta.xes} waii be mcorporated in-Phase 6: (2{)(38) System upgrades WiH begm in 2007
and: 2008 : TN

« The ‘Department -is financing: the system:with a combination of master lease and cash
payments ‘Master leasing of goods and services will ‘be the primary means -of financing -the

Temaining: phases of the project. Phase 1 of the system cost an estimated $8.8 million for contract

services -($8.5:million) and DOR .expenses (about $360,000). Contract. costs for Phase 2 ‘are
anticipated to be $20.7 million and contract costs for Phase 3 are estimated at $22.3 million. Much
lower contract costs are expected for Phases 4 and 5 ($1.9 million). The Department expects to
implement Phase 6 without. an outside vendor. ‘Total ‘contract  costs for remaining system
development activities are estimated at $45.0 million. Additional- vendor costs ‘will be mcurred
begmmng in 2006-07 for base system software upgrades TR - P

Aithough werk on deveiapmg the system is scheduled o be com’gicted by 20()3 it'is
expected that the Department will continue to-incur-master lease costs through the 2010-11 fiscal
year, and possibly into 2012-13 for the Phase 5 expenses. In addition, there will be ongoing costs in
future years to maintain and-operate the system. The ongoing costs will depend upon the ultimate
configuration and uses of the system, and are unknown at this time. The Department has developed
a projected payment schedule through 2009-10 that would allow it to cover the costs of the system
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with the $6,768,000 annual funding amount. This schedule is reproduced in Attachment 2. As
shown in the attachment, the current funding level is estimated to be sufficient to fund annual
implementation costs. Total costs for the system, including master lease financing costs are
estimated at $78.1 million from 1997-98 through 2009-10. However, the Department is currently
negotiating with AMS for implementation of Phase 2. The final contract could change the specific
payment schedule for ITS implementation, but the Department expects the annual funding level to
be sufficient to cover annual costs.

INCREASED REVENUE FROM ITS ACTIVITIES

The Department believes that the integrated tax system will help generate additional tax
revenues for the state. The 1999-01 biennial budget assumed that an additional $4.8 million i in sales

and use and corporate income tax revenue would be generated in 2000-01 by audits related to the

implementation of the system. In addition, the 2001-03 budget bill assumes that addmonal tax
revenues of $10.9 million in 2001-02 and $21.4 million in 2002-03 will be generated from further
implementation of the ITS. These estimates were developed by IBM based on an analysis of
specific cases where the tax gap caused by taxpayer underreporting could be reduced through the
ITS. The additional revenue in 2000-01 will be generated primarily by using external data in
conjunction with DOR records to identify sales and use tax audit candidates and businesses that are
not filing or underreporting sales and use and income and franchise taxes. The additional revenue in
2001-03 would be generated by: (a) more efficient audit selection enabled by the data warehouse;
(b) matching external information to Department records to identify use tax audit candidates and
out-of-state business nonfilers with nexus; and (c) mtegranng business customer records. .among .

- -sales and use ‘tax, income tax wz&:hcaldmg and local. exPosumn d;smct tax records. anabled by
‘taxpayer identification and the ITS improvements. The Department is confident of its original

estimates, which anticipate further increases in future years ($37.2 million annually by 2004-05).
Through April 12, 2001, the Data Warehouse project had generated $4,253,000 in assessments and
collected $662,400 from taxpayers. While it is possible that appeals will delay collections of a
portion of the assessments, the Department expects to collect the $4.8 million from total 2000-01
assessments. - The Department is required to prepare a report to the Joint Committee on Finance by
Janwary 1, 2002, that identifies the additional revenues generated by the system.

Prepared by: Ron Shanovich
Attachments
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Pl e b e

DOR Integrated Tax System Components and Schedule

Components
Data Capture
Registration
Returns Processing
Accounting

Projects

Sales Internet Filing
Scanning Upgrade

‘Work Plan for Phase 2
Business Process Model
Requirements Definition
Data Warehouse Pilot Design

ATTACHMENT 1

Components -
Data Capture

Registration -

Returns Processing
_ _Ai:couming'

| Case'Management

Projects | .

Data Warehouse Deployment
Forms Redesign

ITS Release 1

‘Work Plan for Phase 3
Customer Service Pilot

Specfﬁc Tax System Focus
Salesand Use

Components
Accounting

Case Management
Audit

Projects
Correspondence Pilot
ITS Release 2

Work Plan for Phase 4

Specific Tax System Focus
Individual Income _

Components Components Components

Customer Service Delinquent Tax

Audit

Projects Projects Projects

ITS Release 3 ITS Release 4 I'TS Release 5

Specific Tax System Focus Specific Tax System Focas Specific Tax System Focus
Corporation Motor Fuel Utility

Partnerships Clgarette Property

Manufacturing Ligquor Other Remaining Tax Types
Withholding Beer

Page 6
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Tax Administration
L¥FB Summary Items for Which No Issue Paper Has Been Prepared

Title

Standard Budget Adjustments
Computer System Support Cosis

LTE Salaries - 2

Badgemet Data Transnnssmn Lme Rate Increases
Delinquent Tax Collection Conversion Adjustment
Internal Semces Appmpnanen Modifications

Internal Services Client Fundmg Aéjustmem

Transfers Between Appropriations

Services Appropriation Lapse Requirement

Expert Professional Services Appropriation Modification
Reciprocal State Tax Refund Offset Agreements
Secretary of Revenue Appointed to Depository Selection Board

LFB Summary Item to be Addressed in a Subsequent Y%

BURKE
DECKER
MOORE

Title
SHIBILSK!

_ PLACHE
Base Budget Reduction WIRCH
DARLING
WELCH

GARD
KAUFERT
. ALBERS
DUFE
WARD

LFB Summary Items to be Introduced as Separate Le

HUERSCH

Title HUBER
COGGS

Study on Promoting Economic Growth

Biennial Land Information Integration Plan AYE
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Legislative Flscal Bureau . .
Onc East Main, Suite 30] » Mad:son WI 53?03 {608) 266—3847 = Fax: (608) 267-6873 _

May 10,2001 . Joint Committee on Finance. . . 'P.apex--#6'2{)

Repeal of Capitol Offices Relocatmn Appmprlatlon S
g (Miscellaneous Appropriations) -~

~ [LFB 2001-03 Budget Summary: Page 458, # 4 (part)]

CURRENT LAW

The costs of Ieased space for the Assembly and Senate Chief Clerks and their staffs, the
‘staffs-of the Assembly and ‘Senate Caucuses, the Legislative’ Documents room, the Senate
Sergeants staff, four legislative service agencies (Legislative Council, Legislative Reference
Bureau, Legislative Fiscal Bureau and Legislative Technology- Services Bureau), the State Law
_lerary, the offices of the Supreme Court Justices and the office of the Lzeutena.m: Governor are
..-aH currenﬁy bemg paid from the capltol offices relocatxon appropnatmn .

GOVERNOR

Shift funding for space for all of the above entities that will remain in 1eased 1ocatzons
(the Supreme Court Justices and the Lieutenant Governor are. expected to return to the Capitol by
the end of this calendar year) from the capitol offices relocation appropriation to the individual
appropriations supporting the general program operations of the respective - agencies. Provide
funding for remaining 2001-03 rent obligations for vacated space of $1,607,600 GPR in 2001-02
and $1,103,300 GPR in 2002-03. Include language to repeal the appropriation effective July 1,
2003.

DISCUSSION POINTS

S The capitol offices relocation appropriation was originally established in the 1989-
91 budget when the initial relocation of those legislative service agencies then located in the Capitol
and the Assembly and Senate Chief Clerks’ staffs to leased space around the capitol square took
place. This was done to allow commencement of the anticipated ten-year phased remodeling of the
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State Capitol. In addition, during the course ef the- remodehng, 1e:gzslators _an' .' hexr___staffs
constitutional ‘officers, Supreme Couit Justices and the Law Library were, at diffs nt pmnts, all
temporarily or permanently relocated to ax:comphsh the remodeling of individual wmgs .

2. Wnder the Governor’s budget 1 mstmctmns those entities not returning to the Capitol
were directed to include in their respectzve budget requests the estimated full funding necessary to
pay out of their respecnva appropriations in 2001-03 the on-going costs of their leased office space.
“Some of the moves occurring i this fiscal year or in the next biennium will result in the vacating of
certain leased space before the end of the lease terms. As a result, there will be remaining lease
obligations that still must be paid until the end of lease terms unless other tenants can be found or
the leases are otherwise terminated before their-current expiration dates: Funds for lease payments
for this space being vacated in the next biennium-is: included in the capitol offices relocation
appropriation for 2001-03.

_ 3. Under the Govemers budget reconﬁnendamons the cap1to§ offices  relocation
: approynauon wau}d be repealed effectwe July 1, 2003. However, there are some of these rent

~ obligations far vacated ‘space that wﬂl remam beyond the end of the next b;enmum as shown n the
table below. : '

Remaining Lease Payment Obligations from Capltel Offices Relocation Appmpnanon

' Space Locanon o LeaseEndDate 20012 20_@2_@3___ 2003.04 200405
Hamxitoanidmg ot s . _' | S
‘Reference Burean “1031/04 © §710396 731353 $753204  $205,605
 Senate: _.-._j-__-'.;o/3j_1m4j“ oamam o 20849 214861 S8 803
Tenney Buﬂﬁmg S - : S E :
Retirement Comm.  3/31/03 11,617 8,903 o .. .0
Firstar Building _ _ S o )
Senate Caucuses ©o123m02 0 151490 76,865 0 0
Lt Govemor -OS!B'I;’GZ-' Lo 41,937 0 0 0
:OneEastMamBuﬂdmg S . VIR g R T II o
. Docoments. -~ - -10/31/02 176174 - 58,725 0 0
-~ Lawlibrary,. .. ... * . 158,803 o O 0 Y
Insurance Building |
Senate Chief Clerk  10/31/02 57.017 19,006 0 0
Supreme Court 10/31/01 97.729 0 RIS -0

_TOTALS . ... $1,607.615. . $1,103,281. - $968,155  $264,208

:I_#Rent_qblﬁga;i_on's#iﬂ shift: te'Rg'fergﬁg;e.B;z;e_au once t_ijze' Law Library mgﬁ_yes éﬁt. _ -
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4. Under the Governor’s budget recommendations, there is no specification for how, with
the proposed repeal of the capitol offices relocation appropriation, these remaining obligations
would be funded in 2003-05. Rather than leave the issue of such funding until the 2003-035 biennial
budget, the Committee could delete the repeal of the capitol offices relocation appropriation from
the budget. This would allow those remaining 2003-05 rent obligations to continue to be paid from
this appropriation if no other arrangements are made.

ALTERNATIVES
L. Approve the Governor’s recommendation.
2. Delete the proposed repeal of the capitol offices relocation appropriation.

Prepared by: Terry Rhodes

i
mos__iA L
{ BURKE ¥ N A
' DECKER y, N A
MOORE iﬁ NoA
SHIBILSKI NN A
PLACHE ﬁ, N A
WARCH P‘gg NoA
DARLING 3;; N A
WELCH Y N A
JGARD N A
£
KAUFERT N A
ALBERS N A
DUFF N A
WARD NA
HUEBSCH N A
HUBER N A
COGGS N A
AYE “‘“} NO i ABS

Miscellaneous Appropriations (Paper #620)
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Legislative Fiscal Bureau
Orie East Main, Suite 301 Madzson WI 53703 « (6(}8} 266 3847 Fax (608) 267 6373

May 10, 2001 o Joint Committee on Finance B Paper #621

Buildout Costs for Senate, Retirement Committees and Law Library
_ (Miscellaneous Appropriations)

 [LFB 2001-03 Budget Summary: Page 458, #4 (par0)]

CURRENT LAW

The costs of leased space for the Assembly and Senate Chief Clerks and their staffs, the
staffs ‘of ‘the Assembly “and Senate Caucuses, ‘the’ Leezslatzve Eocuments room, the Senate
'”Sergeants staff, four 3eg151at1ve servzcc agcncxes (Leglslative Coungil, Legzs}auve Refemnce
Bureau 3'Legxslat1ve Fascai Bureau and L _ Tex hnoiiegy Servlces Bureau}, the State Law. o
- Library, the offices of the Suprem CGUI{IHSHCCS d the (}fﬁce @f the Lxeutenant Gevemor are' :
ol currently bemrr pazd from the capltoi offices relocamon appropmatlon '

_GOVERNOR

In connection with the upcoming relocations of the Sepate Chief Clerk and staff the
staffs of the Senate Caucuses, the Legislative Documents room, the Senate Sergeant’s staff, the
Retirement Committees’ office and the Law Library to the new Justice Center, provide a total of
$6,543,000 GPR in 2001-02 in the ‘capitol offices féiocatmn appropnatzon for one-time costs
associated with the cash financing of buﬁd—out (internal constructmn of ofﬁce space} costs for

these entities in the new bmldmg

DISCUSSION POINTS

L. Under the Governor's recommendation, the following amount of funds were
allocated in the capitol offices relocation appropriation in 2001-02 for build-out costs:

Miscellaneous Appropriations (Baper #621) _ Page 1



mMo# j( ( ‘é’ -

|BURKE

for Bulld-Out Costs Under Capltoi Offices Relocanon Approprlatmn i

Y N A

'DECKER ¥ N A

MOORE Y N A =

SHIBILSKI Y N A ity 2001~02 Amount

PLACHE Y N A

WIRCH Y N A nate : $1,271,100 *

3&3‘5’:6 : : 2 tirement Comrnittees 61,000 *
gislative Reference Bureau 2,652,000

KAUFERT Y N A ' ' a

ALBERS Y N A JTAL $6,543,000

DUFF Y N &

WARD Y N A funding of $667,900 for these two entities was already estimated for 2000-01.

HUEBSCH Y N A -

HUBER Y N A T T R s LT PR SR LIS T - . .

coGas vy N a Vo actions have subsequently occurred which affect this recommended funding
tate Building Commission acted in October of last year to allocate in the current
01)atotal 'of $2,585,000 GPR from the capitol offices relocation appropriation to

AYE NO ABS

ind account. This was done to allow the payment of these build-out costs by the

: dmlmstranon (DOA) which is administering the project payouts. Second, at the
request of DOA, the Co~chmrs of JCLO authorized expenditure of a total of $2,000,000 GFR in
2000-01 from this appmpnanon to be allocated to a separate building trust fund account. This will
s:zmziarly allow the direct payment by DOA of build-out costs for Senate and Retirement
Committees’ offices in the new Justice Center.

30 The Comtmttee could reduce fundmg for this appropnaﬁon in 2001-02 by a total of
'$3, 891 ,000 GPR (the $2. 558 800 GPR reserved for the Law Library build-out costs; the $1,271,100
_GPR reserved for Senate staff. bmid«-out costs;, and the 561, 000 GPR reserved for the Retirement
- Committees” efﬁce bmid~0ut' COSts. “The cniy funds remammg in thxs appropriation for. buzld-eut -
“costs then would be $2,652,000 GPR for costs associated with the I.ﬁngl&tiVC Reference Bureau’s -
occupancy of the space being vacated by the Law Library in the One East Main building.

ALTERNATIVES

1 Apprcve ihe Govemors recommendatxon

2. Reduce funchno in the capztol ofﬁces relocatxon appmprzatxon by $3, 891 000 GPR in
2001»-02 ) remove monies for one- nme buﬂd~out costs that have already been obligated in this
fiscal year from this appropriation. e

Alternative 2 GPR
200103 FUNDING (Change to Bill) - $3,881,000

Prepared by: Terry Rhodes
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Legislative Fiscal Bureau
One East Main, Suite 301 + Madison, WI. 53703 » (608) 266-3847 » Fax: (608) 267-6873

May 10, 2001 Joint Committee on Finance = ‘Paper #622

Space Rental Casts for Law lerary L
(l\/hscellaneous Appmpr:iatmns and Supreme Court)

{LFB 2001~03 Budget Summary Page 458 #4 (part), Page 626 #1 (par{)}

CURREN‘? LAW

The COStS assomated wzth the rental of space. :for Ihe Law. L}brary 1n the One East Main
bmidmg is paid for from the capitol-offices relocation: approprzauon that is“in the Masceﬂanecus
Appropnauens section: of the appmpnatmns schedulf: R e i e i

-,’_GOVERNOR

Include $158-,S(}0 ."GPR 'm 2001»02 m the capztoi' affices xeiocauon accennt for payment o

of three months of rent for the Law berary in the One East Main location. Provide $1,038,100
/GPR in 2001-02 and $1,069.200 GPR in 2002-03 in the appropriation for-the Law Library under
) the Supreme Court budget fo:' paymanz of rent for the Law Labra:y in the new }ustxcc Center.

DISCUSSION POINTS

L. There are two separate issues reiated to the payment of space rental costs for the
Law Library in 2001-03. The first issue relates to the payment of rent obligations for the Law
Library in its current location at the One East Main building, for which funding is provided from the
capitol offices relocation appropriation and the timing of the move of the Law Library to the new
Justice Center. The second issue relates to the payment of rent obligations for the Law Library at its
new location in the Justice Center, for. which. fonding is. to be provided from the separate
appropriation under the Supreme Court for the Law berary Each of these issues is discussed
separately below. e o S
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Funding for Law Library Space at One East Main

2. The Legislative Reference Burean (LRB) will be moving into the 'space currently

occupied by the Law Library at One East Main following the Law Library’s move to the Justice

Center and space remodeling.  This move was to have occurred in September 2001 but will not
happen until December, 2001. e -

3. To comespond with this now expected later move date for the Law Library, an
additional three months of funding for the Law. Library from the capitol offices relocation
appropriation is required. ‘The $158 OOG GPR currentiy budgeted in'the appropriation for 2001-02
would cover three months of tent payments. An-additional $158,800 GPR is needed to cover
payments from the capitol offices relocation appropnauan for the Law lerarys rent obligations
until its projected December 2001, move date : :

4. The Cormmtiee could increase the 2001»02 level of fundmg in the capltol offices
relocatmn account for the Law hbrary by $158 800 GPR

Fundmg for Law lerarv Space at New J us!:xce Center

5. The funding of $1,038,100 GPR in 2001-02 and $1,069,200 GPR in 2002-03
included under the Governor’s recommendation in the -appropriation for the operation of the State
Law Library was based on:assigned square footage and projected rental rates for the Law Library in
the new Justice Center, assuming its operation as a:privately-owned building: Based on'the building
program recommendation that the building become a state-owned facility, the amount of funding
required can be reduced based on an assumed base rental rate for Class A space of $18.10 per

square. foot.” As with’ other state: agenczes fundmg for: propase:d rent increases in next. b1enmum:__ -
ems for this purpose. -

. would. be avaﬂable fmm the’ separate ap?ropnataon under. program supp__ ¢
_The amount caf fundmv reqmred is est;maxed at $784 600 GPR a.rmualiy '

6. ““Based on the above caicuiatlon modiﬁcatlons the Commzttee could reduce the
amounts provadecl for full funding of lease: space costs under the ‘Governor’s recommendanen for the
Law Library by $253,500 GPR in 2001-02 and by $284,600 GPR in 2002-03. {It should be noted
that, a separate paper under the Legislature will identify a corresponding decmase of approximately
$150,000 in rent associated with the delay in the LRB’s move to One Fast Main. ]

Al Funding for Law Libragfy"Sﬁ_é_eé at One East Main
i. Approve the Governor’s recommendation.

2. Increase the funding level in the capitol offices relocation appropriation by $158,800
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GPR in 2001-02 to provide for payments for a total of six months funding for the Law Library in its
current location at One East Main.

Alternative A2 GPR
2001-03 FUNDING {Change to Bill} $158,800

B. Funding for Law Library Space at New Justice Center

L. Approve the Governor’s recommendation.

2. Reduce the funding level for Law Library rent at the new Justice Center by $253,500
GPR in 2001-02 and by $284,600 GPR in 2002-03 to provide a base level of rent costs for the Law
Library in a state-owned Justice Center.

Alternative B2 GPR
2001-63 FUNBING {Change to Bili) - $538,100

Prepamcl by: Terry Rhodes

',
MO# ?% Tt

{ BURKE N A
DECKER N A
MOORE N A
SHIBILSKI N A
PLACHE N A
WIRCH N A
DARLING N A
WELCH N A

" GARD N A

“KAUFERT N A
ALBERS N A
DUFF N A
WARD N A
HUEBSCH N A
HUBER N A
COGGS N A

]
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MISCELLANEOUS APPROPRIATIONS

LFB Summai‘y Items for Which No Issue Paper Has Been Prepared

ftem # Title

2 Operating Note Interest -- Cost Estimate

3 Debt Service Estimate -- Marquette Dental School
4 (part) Capitol Offices Relocation Appropriation

5 Election Campaign Fund Reestimate

7 Other Appropriation Changes

LFB Summary Items to be Addressed in a Subsequent Paper

Ilem # Title
1 Supplemental Title Fee Matching Appropriation Elimination
6 Transfers to the Conservation Fund

MO#

BURKE Y N A
DECKER Y N A
MOORE Y N A
SHIBILSKI Y N A
PLACHE Y N A
WIRCH Y N A
DARLING Y N A
WELCH Y N A
GARD Y N A
KAUFERT Y N A
ALBERS Y N A
DUFF Y N A
WARD Y N A
HUEBSCH Y N A
HUBER Y N A
COGGS Y N A
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Legislative Fiscal Bureau
One East Main, Suite 301 » Madison, WI 53703 + (608) 266-3847 + Fax: (608) 267-6873

. Public Library Financial Assistance for Communications Hardware (TEACH)

[LFB 2001-03 Budget Summary: Page 628, #3 and Page 632, #13]

CURRENT LAW

Undcx thc TEACH mfrastructure ﬁnanc;a.i asmstanﬂe progrant, schocl dxstncts and public
hbranes may apply for loans and grants to fund: the upgrading of electrical wiring:in buildings in
-existence on. October 14, 1997, and-installation and upgrading. of. computer. network: wiring.
y Schoois and libraries are- mqu}red to pay. the debt service on the loans, which represent’50% of
.the financial assistance, and the. state pays the debt service for the grants, which are the other half

- f:'-_authcmzed for hbranesfaz mfrastructum }oans

GO_VERNOR |

Author:ze the TEACH Board to grant’ infrastructuré financial assistance to pubhc hbrary
_boards for the' purchase of communications hardware, 50%-of which would be in the form of a
Joan and 50% of w}mh would be: in the form of a gram Speczfy that any ﬁnanc;ai assistance
couid oniy be used Eo purchase communications servers, routers, hubs or swuches that anabic a
cemputer network ina lzbrary buﬂdmg to be dareatly connected to the Intemet ‘and could not. be
used 0 purchase personai computers Reqmre the Board to estabhsh 011 a per. buﬂdmg basxs, the
maximum amount of ﬁnanczal assistance available under this prov;smn Requxrc that loan terms
"under thls provzsmn could not exceed four years Authonze $5 n’nihon of general obhgaum}
_'bondmw for this ; purpese . - :

Reduce the current general obligation bondmg authorized for public lzbrary wmng Joans
from §10 mﬂhon to 35 mﬂhon
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Reduire pubhc library boards receiving infrastructure “assistance for commumcatlons
hardware to apply for a federal E-rate discount for any hardware purchased with the: ass1stance

DISCUSSION PGINTS

L The Board set up two application processes for wiring loans. Schools and libraries

“that began projects prior to August 14, 1998, could ‘apply under the fast start process. TEACH

approved four fast start loans for public libraries for a total of $447,600. Libraries that have started

more recent pm}ects may apply for a loan under the standard start process. So far, eight libraries

have' applied for ‘wiring loans ‘under ‘the" standard “start’ ‘program, for a total’ of - approximately
$105,000.

S22 Accordmg to. TEACH staff program demand by hbrancs for the wiring loan
_program. has ‘been limited thus far because the program in large part-does not' -address the speczﬁc
needs of libraries. While schools often require large capatai investments for data wiring and related
electrical support in numerous classroams ﬂlroughout bu;ldmgs, wmng projects in hbranes tend to
be smaller, centralized and much less expensive.

3. Libraries reported to TEACH significant need, however, for financial assistance to
acquire the necessary equipment to-maké use of network wiring once it is-in place. Libraries are in
~need of communications- hardware, ‘such as servers, routers, hubs and switches; all-of which are

necessary: for Internet -connection but currently’ ineligible for funding under the mfrastmcmre
* financial-assistance program. The ;acquisition of this equipment requires a iarge one-time cap:tal
' .outiay and few Tesources cxzst 1o ﬁnance 1t T}ns hardware is ehgl’oie for E-—rate dlscounts axad under

ﬁassxstance However thls type of comumcauons hardware falis mte the mternal connecnons :
classification, which has lowest priority under the E-rate program and thus, is rarely funded. School
districts have financed such equipment with TEACH educational technology block grants; however,
Libraries - are mf:hglble for such grants. According to TEACH and the Department of Public
_Ins_trucnon_ 110 other 51gmﬁcant funchng sourc:e is avaxiable to pubhc libraries for this purpose.

4 Accordmg to TEACH the average cost for arouter 15 82 000, wnh a range of $1, 850
‘10 $2,600 per router Hubs and sw;tches cost appmxzmately the same, aItheuah only one of these is
needed with a router at any g;ven site. The average cost for a scrver is $8 000. T}lerefore, the total
'average cost for the hardware far dlrect Internet connectmn per hbrary we;uld be apprommately
$12,000. Tt is estimated that a maxzmum of 237 publxc hbranes pubhc hbraxy branches, and pabhc
hbrary systems cauid request ﬁnanmal assmtance for diﬂ'ﬁ(:t Intemei ct}nnecnon Therefere totai
rate of 4.5% would be an esnmated 5790006 TEACH's share of the debt service wouid be an
estimated $395,000 annually, beginning in 2002-03.

5. Given the low utilization of the wiring loan program thus far, the Committee could
reduce the total amount of general obligation bonding authorized for it, in lieu of or in addition to
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altering the" program to: fund hardware for libraries.. Additionally, it appears from TEACH’
estimates that the full $5 million of bonding that would be authorized under the’ bill: for
communications hardware would exceed prq;ected demand. The Committee could reduce the
amount of bonding authorized in the bill for this purpose 1o $3 million and still allow eligible
libraries to participate in the program

ALTERNATIVES TO BASE

1. Approve the Governor’s recommendation to modify the financial assistance program
for public libraries. Reduce general obhgation bonding authorized for wiring loans from $10 million
to $5 million. Authorize $5 million of general obligation bonding for communications hardware for
public libraries. Provide $395,000 GPR in 2002-03 for estimated debt service cost of bonding

issued for communications hardware for public libraries.

Alternative 1 o GPR |
2001-63 FUNDING (Change to Base) $395,000 |
[Change to Bil $ay
2. Modify the Governor’s recommendation to reduce general obligation bonding

authorized for wiring loans for public libraries from $10 million to $3 million. Authorize $3 million
of general obligation bonding for communications hardware for public libraries.

Alternative 2 GPR BR
2001-03 FUNDING (Change to Base) -1$395,000 -~ $4,000,000
[Change to Bill S 800 - 84,000,000
3. Delete the Governor’s recommendation. Instead, reduce general obligation bonding

- authorized for wiring loans for public libraries from $10 million to $3 million. Reduce estimated

debt service funding associated with the deletion of the proposed bonding for communications
hardware for public libraries by $395,000 GPR in 2002-03, as a change to the bill.

Alternative 3 GPR BR
2001-03 FUNDING (Change to Base} &0 « $7.000,000
[Change to Bili - $395,000 - $7,000,000]
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4. Maintain current law. Reestimate debt service by -$395,000 in 2002-03 as a change
tothe bill, - L e - o _ .

‘Alternative 4 i GPR
2001-03 FUNDING (Changs to Base) R 30
[Change to Bill - $395,0001

Prepared by: Layla Merrifield
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; Legislative Fiscal Bureau
. . One East Main, Suite 301 » Madison, W1 53703 » (608) 266-3847 + Fax: (608) 267-6873

May 10 2001 Joint Committee on Finance Paper #871

E-rate Funding (TEACH) .

- {LFB 2001-03 Budget Summary: Pages 629 a_.nd'ﬁ?:ﬁ, #5 and 6]

_ CURRENT LAW

The TEACH Board ceilects federal }E-rate funds on behaif of the state s ehgxblc entmes

that receive TEACH funding. In 2000-01, TEACH collected approx;mately $2.8 million in E-

-rate. funds. Heretofore the Board has.used E-rate monies. at'its discretion to. fund a variety of

_projects, mcludmg partial funding . for three -gateways for.distance learning networks, prepayment
of its master lease costs, a literacy minat;ve -and-several. smailer prolects ' _

"'3_5'1:_The segrecated un'__ i

annual gross operating revenues from intrastate telecommunications providers. Appropriations

for TEACH from this. revenue source -would total $13.7 million annually under the Govemor’s
prop@sai Total -appropriations from'this source of revenue; including the Department of Public
_Instmcnen and the UW ‘would be: $16 5 rmlken in. 2001-02 and $16.4 mﬁhon in 2062»@3 under
.the bﬁl

' 'GOVERN OR

Provide $500,000 FED annually from federal E-rate monies for pupil technology support
pilot programs. Require the TEACH Board to award grants to school districts to train pupils to
provide educational technology suppoit services to the school districts in which they are
em*el}ed Speclfy that the TEACH Board couid award no more. than $5£}O 000 | m grants in each
fiscal year. Reqmre TEACH to award grants in ‘consultation with the Board of Regents of the
Umvcrszty ef Wlsconsm System (U‘W} and the Wxsccnsm Techmcal Caﬁeae Syszem Boaxci
(‘WTCS)

Technology for Educadonal Achievement in Wisconsin Board {Paper #871) Page'1
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teiecommumcanons access: program The USF receives its. funding through assessments on



Provide $500,000 FED from federal E-rate monies and $250 000 SEG from ihe US’,F in
2001-02 for an alternative technology study. Require the TEACH Board to condux '
emerging technology products, services, and applications for distance learning in prlmary and
secondary schools. Specify that the TEACH Board would have to conduct approxzmaieiy $iX
pilot projects. Authorize the use of monies from the USF for this purpose. Require the TEACH
Board to report the findings of its study to the Governor and Legislature by January 31, 2003.

DISCUSSION POINTS
Pupil Technology Pilot PrOJects '

1. The pupil technology support initiative was included in TEACH’ 2001-03 agency
budget request. The Board requested creation of a pilot demonstration project in collaboration with
Uw and WTCS in which K-12-pupils ‘would be trained to provide educational technolﬁgy support
services to their school districts.’ TEACH pomted out that school districts have made significant
investments in computer networks and hardware using federal, state, and local funding, and that out
of 367 school districts that compieted an educational technology survey in spring 1999, 45%
reported technical support to keep equipment operaaona} among their top technical assistance
needs. School districts find it difficult to recruit and retain mstructlonal technoiogy personnel due to
competinon thh the przvate sector for such sta:ff '

: 2 e Under 1999 Act 9 (the 1999~01 state budget) the’ GW received $1.7 million GPR
and $0.9 million PR for student information téchnology (IT) worker salaries and fringe benefits, in
addition to $0.9 million GPR and $0.5 million PR to ‘provide training for 680 ‘student IT workers,
over the bxemmm Students receive: training to-meet campus needs to support the installation and

- o maintenance of desktop cemputers classmom tec oiogy and campus cem'puter networks, .and

provade techmcai and heip-dcsk support for faculty, students and staff

3. UW—leaukee currenﬂy runs an extensive student techmcal support program on'its
campus; in which su:derzts are trained in a wide vanety of: technﬁiogzcal systems and equipment,
mciudmg ‘network - operauons ‘distance ‘learning, ‘television engineering, - and “applications
deveicpment In addition, for 2000-01 Milwaukee Public Schools (MPS) received a training and
technical assistance implementation grant from the TEACH Board to implement a pupil technical
support program. Under the program, UW-M participants mentor MPS middle and high school
pupils interested in learning about IT. The pupils receive training from the Umversﬁy and provide
Suppgr{ &{ theg SChOOlS . . e L

4 The ’I‘EACH pﬂot wouid e’ mode}cd on these programs, aithough it would be
_fccused on traimng X»—lz pupxls in classroom, computer lab, network o;;eratxons, and help desk
support. ’I’he, pz,}ﬁt program wouid be created in consultatwn with the uw and WTCS TEACH
annczpates condﬁctmg five 10 six demonstranon pupﬂ technology support propcts across the state,
which would train pupils in grades nine through twelve who wish to participate. The pupﬁs would
be trained after school and on weekends, and would be given the opportunity to gain certification in
certain systemns and software, as well as gain credits in related courses through WTCS or UW
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institutions.

3:+ - The-TEACH pilot would attempt to-model an approa;:h that has worked at the
~college-level ‘and:apply it 10-K-12 schools. Because the MPS' prog:am 18 just: beﬂmmng, it is
unknown at this point whether this type of pupil technology support initiative wouldbe successful at
~the K-12 Jevel. UW 'students participatein a work-study capacity and thus ‘are given responsibilities
as- employees.Presumnably, college *students: are -closer to ‘entering the “workforce ‘and ' ‘more
- motivated to perferm well and gam work expenencc than rmght be the case: wzth unpai(i hlgh schooi
studen{s R R Tt _ : : o G i

: 6 Some zmght quasusn Whether anew 1mt,zatwe snch as. thzs proposal be funded i
.the EODI 03 budget given the limited resources available to the Legxsiature : ST

Alternatwe Technelogy Study

_ 1 “TEACH requested funds m zts 2001—03 agency budget request Io study the use of
emergmg technoiogy products serv;ces, and apphcanons for distance learmng for. the K-12
environment. TEACH antxcxpated cenductmg approximately six pilots ar an estimated tatai' 'ccast of
$500,000 with 50% funding coming from E-rate and the remaining 50% from the USE. TEACH's
rationale for the request was to. establish pilots that would provide reliable information regarding the

___'futu_re direction and applzcamons of educational technmlogy in order to make better informed, more

cost effecuve polzcy and purchasmg decxsmns The results of the. pﬂots could then be documented

a.nd uscd for statew;de strateglc educat;onal techno}ogy plannmg

- 8 b :Thc Govemors proposai prov;des a  total of $750{}00 w1th $50{)000 FED and

could reduce the allocation to $500,000 FED to make it conszstcnt with the agency request

Alternat:ve ’{Js&s ef E-rate Momes

The Board cz}l}ects ﬁmdmg from the federal umvcrsai service fund urider the federal
- E-rate program ‘on behalf of eligible entities that receive TEACH services. The E-rate program
“provides eligible ‘schools and libraries with federally funded discounts on telecommumcancns
services, Internet: access and internal ‘connection’ (cr.)mputer wiring, hubs-and touters). Discounts,
which range from: 20 to 90 percent; are based in part-on the number of students ehmabie for the
federal free and reduced price school lunch program-and the classification of the school or library as
rural or urban. There aré two options for collection of E-rate benefits: The most comtnon form is the
discount; described above; on subscriber bills from the sefvice provider ‘for teiephﬁne ‘service,
~Internet ‘access;: or ‘other telecomumcatzons services. The“less common form is the cash
‘reimbursement the TEACH Board receives. TEACH receives this’ money because it has‘an ongoing
services contract with Ameritech. TEACH  cannot teceive the normal discount becaiise the bill is
‘prepaid; so TEACH receives the E-rate discount in the form of a payment. The: Board' ccﬁer:ted
approximately $2.8 million in 2000-01:and expects to collect dbout $3.2 million in E-rate monies in
2001-02. In addition, it is possible that $3.2 million could be collected in 2002-03, although this is
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speculative, since it will depend on federal decisions relating to the E-rate program.

_ A0, .. Under-the Federal Commumcatmns Commission (FCC), the Umversal Service
: Adnnmstraﬁve Company . (USAC) administers: the federal -universal fund, and the Schools.and
.- Libraries Division- (SL.D) of the USAC administers the E-rate program. Since the E-rate discount
TEACH is receiving is-a reimbursement for funds already invested as-the Board’s share of E-tate
funded services, the use of that:cash is-beyond the scope of SLD’s responsibility. However, in order
to secure this rexmburscment TEACH has certified to SLD that the: Board has secured access to-the
resources necessary to effectively use the services that E-rate is subsidizing. This certification
addresses the "total cost of ownership” of the systems and services necessary to use E-rate funds
- effectively. SLD tequires that applicants for E-rate discounts have secured access to resources such
as computers, professional training, software, and the cost'of the non-discounted portion of services.
In many instances, S1.D undertakes a special review of apphcatmns to assure that adequate
resources have. been budgeted, and that behind the ‘certification - lies the éocumentauon to
demonstrate that the certification is sound. This is an jssue SLD also exammes in their post-
commitme:nt andit of beneficzanes Therefore 1f T“EACH can cnsure that the tetal costs of

Board dxscrctzon

1L Unde: an’ agreement reached by thc Boa.rd w;th the Jomt Comm;ttee on “Fmance
-(Comrmttee) in Jannary 2001, for all future use of E-rate funds the Board must sub:mt mformatmn
- relating to the proposed utilization of the ‘monies to the Connmttee under a 14- day passxve Teview
process. If an objection is raised; the Comunittee will schedule a ‘meeting under s. 13.10 of the
statutes to consider the request Ifno objectzon is ralsed the Board’s s proposed use of the monies will
_ _'be appreved E~rate moriies rccezved above the az:nﬁunts recomended by the Govemor for the
- pupil support. and aItemanve technoiogy stud;e:s could ‘oe _allocated by TEACH sub;ect o the
B ’Cermmttﬁes approva} per the agreemcnt of J anuary 2@01 - Sl g

12.  The Committee could use E-rate funds to offset spending under the GPR technology
block grant program, which under the Governor’s budget would remain at its base level of funding,
$35 million in-each year of the bienninm. Restnctxons on E-rate funds set by SLD would allow
these monies. to be used for the block grant program, which helps secure the equipment necessary to

-utilize E-rate services. A program revenue appropriation could be: creaxed for all:E-rate monies
rf:a;f:;wsc_l after May 1, 200_1_ -which would -be used dollar-for-dollar to offset the GPR block grant
program and allow a corresponding lapse to the-general fund. .. By setting up this type of applied
receipts appropriation, the full $35 million of GPR funding would remain available for expenditure
in 2001-02 and.in 2002-03, if for some reason E-rate monies were not.received: by the state.
However, it appears.that.at least $3.2 million of E-rate monies will be received in2001-02,.and it.is
possible that $3.2 miltion will be received in.2002-03. In addition; TEACH has an unencumbered
_balance of E-rates funds for-2000-0] of approximately $1 million. - The Committee could deposit
these funds in the applied receipts appropriation. for 2001-02, which would result in-an estimated
reduction in GPR block grant expenditures.(lapse) of $4.2 million-in. 2001-02-and. $3.2 million in
- 2002-03.. This approach could be used in conjunction with the-proposed uses .of E-rate monies
undcr the Governor’s budget recommendation, but with Jesser GPR }apse amounts. e
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ALTERNATIVES TO BASE

A,

: 1

i’upli Technoiegy Pilot Pro;ects

Approve the Govemors reconnnendanon 1o pmv;de $500 OOG FED annaally :for
) pupzl technalogy support pxiet programs.

. FED:

Maintain current law. °

A£ternative A*t : S i EED
2001-03 FUNDING (Chaage to Base) $1,000,000
{Change to Bif $a7 |
Aﬂemaﬂve A2 EED |
' 2901-03 Fu;smmca {Change 1o Base) $0 | .
: {Gharzge to Biff -+

81,000,000 |

B Alternatxve Techno]ogy Study

1 Appmva the Govemors reconmendaﬁon 10 prowde $500 000 FED and $250 000
SEG in 2001-02 for an alternative technology study.

Alternative B1 _ FED SEG...  TOTAL
2001*03 FBNI’X!&EG {Change io.Base) : $5DD 000 - $850,000+: ;i §TBO000 - -
: R {Changefoﬁrﬁ BEN T e B0 bl gar

2. Modify the Governor’s recommendation to only provide $5€§b,0{56 FED in 2001-02
for an alternative technology study provision.

Alternative B2 FED SEG TOTAL
2001-03 FUNDING (Change to Base} $500,000 %0 $500,000
[Change tv Bill $0 - $250,000 - $250,0001
3. Maintain current law,
Alternative B3 FED SEG TOTAL
2001-03 FUNDING {Change o Base) 80 $0 $0
[Change to 8l ~ $500,060 - $250,000 - §750.000]
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= ._C Aiternative Use of E—Rate Momes 3

SRR e T AH E Rate Momes Allacated 1o, Black Gmnrs me{ie $4 200 O(){} PR in 2061-02
e and $3, 2“ m in 2002-03 in ‘a new: continuing PR appropriation under TEACH designated for the -
E- monis 's“mcewed by the TEACH Board  after May 1,2001. Spec;fy that the r.::urrent "
: '__avaﬁablc balanca c:f E-rate monies wmﬁd be transfsm:d to this appropriation. Treat these monies as” SR
A apphed re{:expts for the TEACH GP'R block: grant: program so that arz esnmated GPR la.pse of
L ;f$4:280 000 in 2@01@2 and $3 20@ 000 in 2@02 03 wouid occur. |

e Altemgtivec R o g_g GPR-Lag se

anows Funome {Change toBase)  S7T400000 © $7,400,000

[Change Bl §7,400,000 - -;_$"7,-4c'za,fogq_-_'

-;;-.':All E—Rare-Momes aﬁer";F ' na’m 'AI and _ B2 AZZocated to Block Gmnts o

B '-'.'_--::_-._-reJ::ewed by the TEACH Bbar{i aﬁer May 1, 2001 Trear these monies as apphed rece;pts for the |
R TZEACH GPR biock grant program, SO that an- cst:maied GPR lapse ef $2 7“ OOO in 2(301 02 and
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