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May 22, 2001

- TO: Members
Joint Committee on Finance

FROM: Bob Izng Director

SUBJECT: 2001-03 Budget Issue Paper # 895 -- Revised Paper

Yesterday, Budget Issue Paper # 8.9'5, prepared by this office, was distributed to your offices.
The paper provides a new transportation fund condition statement.

After this issue paper was distributed, an error was discovered in the application of revised
interest rates to quarterly estimates .of the transportation fund’s cash balance. This error caused
investment eamnings to be overstated by a total of $1,629, 100. Correcting this error lowers the
estimated June 30, 2003, closing balance in the transportation fund by a corresponding amount. '

Attached is a Revised Budget Issue Paper # 895. It replaces the original paper.

BL/FA/sas
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Marquette Interchange Reconstruction .

Paper #895 -~ Transpértétibﬁ Fund Condition Statement

No action needed. Just for information. Bottom line is
that FB is re-éstimating the closing balance of the
transportation fund to be -$5.5 million in 02-03. But,
not to fear, because the main reason for the negative
number 1s the $8.5 million payment JFC just made for
highway maintenance (waysides). We’ll make up this
deficit relatively easy. FB can expand on that if you
want.

Paper #896 — Federal Highway Formula Aid

No action needed. Just for information. Bottom line is
$28 million increase in estimated federal highway aid over
the next 2 years.

Paper #920 - Marquette Interchange R@construction

Alternative 3. FB is giving us an opportunity to be good
planners and avoid a crisis situation with the

transportation fund next ‘session ‘and beyond., Overall, DOT
is projecting that this project will cost $1.1 billion in

2001 ‘dollars. FB, with more realistic projections and

inflation factored in, say $1.4 'billion is more accurate.
We should set aside some money this session fTo pay for
future debt service and set out a bond program.

Obviously, this is huge and has a big impact on the
transportation fund over many biennia. We have a chance
today to set the framework for a long-term funding plan
that will help avoid crisis management next session and
beyond that involves gas tax and fee increases. And can
propably help avoid an unproductive arguments between
Metro-Milwaukee area legislators and others around the

state.

The simple fact is that the Marquette Interchange will be
rebuilt and it will cost a lot of money. It’s DOT’'s #1
priority. We can do it the way FB is recommending in Alt
3 or we can do it the hard way next session. If we don’t
plan ahead, DOT will start delaying other road procject to
pay for the Marquette.

(NOTE: If people want to give & little te the roadbuilders, you could
trim 510~820 million from the first vear and approve the balance of
alt 3.}



-
-

o Paper #921 - Marquette Interchange Reconstruction/Rehab

e Alternative 2. This is a way to give non-Milwaukee area
legislators a little comfort that funding for the
Marquette Interchange will not continually chip away at
their local projects. It helps fence off the rehab
program.




Representative Gard
. Senator Burke
Senator Decker

MARQUE’I"T E INTERCHANGE RECONSTRUCTEON
Marquet’ﬁe Interchang_.,e and Southeast Wzsconsm Ffeeway Reconstructzon F undlng

{Papers #92() #921 and #171}

Motion:

= Delete the bill's appropriations for Marquette: Interchange reconstruction and, instead, create- |
SEG, SEG-L -and FED appropriations for southeast Wisconsin: freeway. reconstruction. Require
DOT to make arequest to. the Joint Committee -on Finance under s. 13.10 of the statutes, for the .
first- such quarterly meeting: aﬁ:er the ‘enactment of the bill, for transferring base finds currently
allocated to the reconstruction of southeast Wisconsin freeways from the appropriations for state
highway -rehabilitation to the appropriations. for southeast Wisconsin' freeway . reconstruction.
Specify that such a request, and the Committee's action on the request; may not include base
funding for projects in other- parts -of the state or ﬁmdmg that is not aﬁocated to reconstruction of
the. soui’heast Wzssonsm freeways o T : = : e :

Transfer SEG-S amounts that wouid be provided for Marquette ﬁaﬁerchange reconstrucﬁoa

($2,264 300 in 2@01-02 and $4 732, 30{} in 2002«03) to: the SEG-S appropnatmn :fer magor hxghway=._ .

program to the SEG appmprlatwn f@r seuthea,st Wisconsm free,way reconstmcﬁon Delete the'
SEG-S appropriation for the Marquette Interchange reconstruction and delete the authomy of the
Bu;idmg Commzssmn to xssue revenue bonds for the Marqueﬁe In’{erchange prq;ect

Transfer SEG and FED amounts provaded by the bzﬂ fcr Marquette Interchange
reconstruction:to-the appropriations for southeast Wisconsin: freeway reconstruction. and modify
those amounts as follows: (a) reduce funding by $50.000 FED in 2002-03 to reflect the -actual
amount. of federal interstate cost estimate (ICE) funds available for the Marquette  Interchange
project; (b) transfer $5,700,900. SEG in:2001-02 and $7.010,900 SEG.in-2002-03 from the state
highway rehabilitation -program - to . the' SEG -appropriation: for southeast Wisconsin freeway
reconstruction; (¢) provide $5:700,900 FEDin 2001-02 and $7,010,900 FED in 2002-03 for the
state highway rehabilitation program to replace SEG transferred to the southeast Wisconsin freeway
reconstruction appropriation; and (d) provide $15,742,200 FED in 2001-02 and delete $691,900
FED in 2002-03 for southeast Wisconsin freeway reconstruction. :

Restrict the funding of the Marquette Interchange to the appropriations for southeast
Wisconsin freeway reconstruction.- Requi;e DOT 1o allocate:$160,643,900; including $75,150,000.
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infederal ICE funds, from amounts appropriated in the 2001-03 biennium in the appropriations for
southeast Wisconsin freeway reconstruction for costs associated with the reconstruction of the
Marquette Interchange, but allow DOT to reduce this level, except for the federal ICE funds, if
allocating this amount would result in the lapse of federal highway funds. Specify that the amounts
by which this allocation is reduced :may be spent” on other southeast Wisconsin freeway
reconstruction projects. Limit DOT's use of funds appropriated for southeast Wisconsin freeway
reconstruction-for the'Marquette Interchange reconstruction project to:$160,643,900 in.the 2001-03
biennium and to $45,918,500 annually thereafter, but allow DOT to temporarily shift other funds
appropriated for southeast Wisconsin freeway reconstruction to'this project in order to meet project
deadlines, as long as future funds allocated to the Marquette Interchange reconstruction project
would replace these funds. Allow DOT to shift SEG and FED funding between projects
constructed from the southeast Wisconsin freeway reconstruction appropriations to minimize
project costs, Prohibit DOT from transferring any state highway rehabilitation funding to the
southeast- Wisconsin freeway reconstruction appropriations or from making any other adjustments
to the: apprapﬂatmns for southeast Wisconsin freeway reconstruction, or the allocations for the
Marquette: Interchange reconstruction: project unless the Department Teceives approval for these
:modlﬁcaﬂons thmugh a request submitted under's. 13 10 of the statutes. :

Deﬁm‘: “reconsu'uctwn as ’ahe rebuﬁdmg of hlghways or: hﬂdges mcludmg enhanced saiety,
1mproved design or additional lane or ramp capacity and any activities associated with or necessary
for such-rebuilding, including - design engineering, traffic mitigation, real estate acquisition and
utility facility relocation. Define "Marquette Interchange” as the roadways, shoulders; and related
ramps encompassing interstates 43, 94 and 794, bounded by 25™ Street to the west, North Avenue
to the north, the southern end of Burnham ‘Canal to the south and.the Milwaukee River to the east.
- Permit: DOT ‘o' make interim repairs’to: the. -Marquette: Interchange or: other segments of the

~ southeast Wisconsin . freeway system from ‘the amounts appropriated. for southeast: Wisconsin

freeway reconstruction that are not allocated to Marquette Interchange reconstruction. -

Modify the Governor's recommendation with respect te.the funding of the reconstruction of
West Canal Street in Milwaukee by requiring DOT to make a grant of $10,000,000 to the City of
Milwaukee for the reconstruction of West Canal Street (§5,000,000 from tribal gaming revenue and
$5,000,000 fromany funds appropriated for southeast Wisconsin freeway reconstruction), if the
City contributes $10,000,000 toward the cost of the project; without specifying the source of the
funds. Require DOT to request up to $5,000,000 in additional tribal gaming revenue in its 2003-03
budget request, if the Department determiinés that additional funds are needed to complete the West
Canal Street project, and to request a statutory provision requiring the City of Milwaukee to match
the additional funds on @ one-to-ohe basis in order to receive an-additional grant.

Note:
. The motion would-establish SEG and FED appropriations for southeast Wisconsin freeway
reconstruction as the funding source for the reconstruction of the Marquette Interchange. .. It would

increase the funding allocated for the interchange by $27,712,100 over the biennium to provide
total funding for the project of $160,643,900. Ongoing base funding allocated to the project would
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be established at $45,918,500 annually.

The motion would require DOT to request a transfer under s. 13.10 of the statutes of base
funds allocated to southeast Wisconsin freeway reconstruction projects from the appropriations for
state highway rehabilitation to the new appropriations for southeast Wisconsin freeway
reconstruction. DOT would be required to allocate a total of $160,643,900 of the funds in these .
appropriations during 2001-03 to the Marquette Interchange project, although this amount could be
reduced to avoid the lapse of federal funds. Any funds that are not used on the Marquette
Interchange project could be used on other southeast Wisconsin freeway reconstruction projects.
Funds that are not allocated to the Marquette Interchange could be used on the interchange project
under certain circumstances, as long as those funds are later replaced by future funds allocated to
the Marquette Interchange project. Information provided by DOT indicates that a total of $23.3
million in 2002 and $11.7 million in 2003 is programmed for reconstruction on highways that are
considered Corridors 2020 backbone routes in the Department's Waukesha District (Fond du Lac, -
Kenosha, Milwaukee, Ozaukee, Racine, Walworth, Washington and Waukesha Counties). These "
amounts may exclude some other costs, including design engineering, that are associated with these
projects, but may also include reconstruction on sé_me highways that are considered Corridors 2020
backbone routes, but are not considered to be southeast Wisconsin freeways.

The motion would also modify the Governor's recommendations related to funding the West

Canal Street project. Under the motion, the City of Milwaukee would have to contribute

$5.000.000 less towards the project to receive a $10,000,000 DOT grant, but only $20,000,000 in

~total funds would be specifically identified for the project in the 2001-03 biennium, instead of

$25,000,000. However, DOT would be required to request additional tribal gaming revenue for the
-2003-05 biennium if it is determined that additional funds are needed to complete the project. The

- -motion would also remove the requirement that federal ICE funds be used for the project. y

This motion would substitute for the alternatives under Papers.. #171, #925 and #921.

[Change to Bill: $27,712,100 FED]
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MO#

| BURKE N/ N A
DECKER ¥ N A
MOORE g N A
SHIBILSKI Y N A
PLACHE N A
WIRCH N A
DARLING N A
WELCH N A

1GARD N A
KAUFERT N A
ALBERS N A
DUFF N A
WARD N A
HUEBSCH NOOA
HUBER N A
COGGS N A




Senator Burke

MARQUETTE INTERCHANGE RECONSTRUCTION

13" Street Interchange

Motion:

Move to requn*e DOT, in the reconstruction of the Marquette Interchange, to include an
mterchange at 13 Street. Require DOT to keep the current 13" Street interchange open to traffic
during the recenstmction pro;ect

Note:

DOT estimates that the cost of adding an interchange at 13" Street would cost $5 million.
“The cost of including this interchange has been included in the project cost esnmates outlmed in the
tables in points 7 and 13 of LFB Paper # 920.

CMO#

: "
- |Burke J N A
. DECKER fON A
" VMOORE é N A
SHIBILSKI ;{} N A
. PLACHE Y N A
WIRCH ¥ N A
© DARLING § N A
WELCH ¥ N A
GARD Y N A
KAUFERT (¥ N A
ALBERS i‘;} N A
DUFF Yy Nooa
WARD é N A
HUEBSCH *é NA
¥ HUBER XN A
. COGGS ¥ O ON A

!é: i
AYE (i NGO LS ABS

Motion #810



Representative Kaufert

MARQUETTE INTERCHANGE RECONSTRUCTION
Sunset for Southeast Wisconsin Freeway Reconstruction Appropriations
[Amendment to Motion #812]

Motion:

Move to sunset the appropriations of Motion #812 for southeast Wisconsin freeway

reconstruction on June 30, 2011. Specify that any balances in those appropriations would be
transferred to the appropriations for state highway rehabilitation on June 30, 2011. '

T

A
BURKE % : o
DECKER %1% AT
woorE - L
SHIBILSK! % N2
PLAGHE ;Fi N \
WIRCH ,Q\ff ': N
DARLING LN A
WELCH X
Py
4 |GARD ‘P :: A
© | KAUFERT ﬁ,{ NA
| ALBERS ’%1: NOA
DUFF YN A
WARD A,;Kz N A
HUEBSCH A
HUBER ﬁ’}‘ NA
COGGS 3
1 U ass
ia WS J——
AYE :’ék NO Sl

Motion #815



Representative Gard

MARQUETTE INTERCHANGE RECONSTRUCTION

Reiécation of Aldrich Chemical

Motion:

Move to reqmre the Depaﬁment of Transportatmn 10 subrmt the Department s proposed
relocation assistance agreement with Aldrich Chemical to the Joint Committee on Finance for the
Committee’s review and approval under a 14-day passive review process. Specify that if the Co-
Chairs of the Committee schedule a meeting to review the agreement that the Department cannot
implement the agreement without the Committee’s approval. Require the Department to include in

the proposed agreement a designation of the relative responsibilities of each party regardmg the
remediation of any environmental contamination on the property.

suax& oy NA
DECKER Y N A
MOORE N A
SHIBILSKI YN A
WIRCH yoNo A
DARLING Yy N oA
WELCH ¥, N A
 \GARD oNo A
.kaureRT L% NOA
“ALBERS ¥ N A
DUFF X N A
WARD woNA
HUEBSCH Y; NOA
HUBER 3y NoA
COGGS L

ra

i ERLS 5 X \\’
AYE | W NO__ ) ABS i

Motion #814



Representative Ward

MARQUETTE INTERCHANGE RECONSTRUCTION

Sale of Naming Rights of Highways and Bridges

Motion:

Move to authorize DOT to sell the naming rights to highways and bridges on the state trunk
highway system and require DOT to sell such naming rights to the maximum extent possible and to
the extent that such sales are allowed under federal law. Prohibit DOT from selling the naming
rights of highways and bridges for which a name is designated by statute.

Note:

This motion would authorize DOT to sell the naming rights of highways and bridges and
would require DOT to do so to the maximum extent possible and to the extent that such a sale is
allowed under federal law. Federal law places restrictions on the placement of commercial signs in
some highway rights-of-way that may interfere with the sale of naming rights in certain
circumstances. The revenue collected from the sale of naming rights would be deposited in the
transportation fund, but it is unknown how much revenue could be generated from the sale of

naming rights.

MO#
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Legislative Fiscal Bureau
One East Main, Suite 301 « Madison, WI 33703 » (608) 266-3847 « Fax: (608) 267-6873

May 23, 2001 Yoint Committee on Finance Paper #8395 Revised

Marquette Interchange Reconstruction

Traﬁsp_ortation Fund Condition Statement (DOT -- Transportation Finance)

[LFB 2001-03 Budget Sumnmary: Page 647, #1]

' At the time the Governor submitted the 2001-03 budget bill, the estimated biennium-
opening balance in the transportation fund was $37,396,300 and the estimated closing balance
was $2,315,300. Since that time, DOT has reestimated revenues and this office has reviewed
those reestimates. In addition, the Joint Committee on Finance approved the Department’s
request for a. $8,500,000 supplement in 2000-01 for the highway maintenance and traffic

~operations program under s. 13.10 of the statutes, which affects the opening balance, and has

made. modﬁﬁcatj_ons to the budget bill affecting appropriations and revenues.. As a result, the
closing balance for 2001-03 has been reestimated at -$5.554,100. The modified revenue and
expenditure figures are displayed in the following fund condiiion statement.

Transportation -~ Transportation Finance {(Paper #8953 Revised) Page |



200102 _20(}24)3

Unappropriated Balance, Juty 1 $33,614,600 $20,673,200
Revenues
Motor Fuel Tax $848,308,500 $890,704,600
Vehicle Registration Fees - - 388,758,900 392,868,500

Less Revenue Bond Debt Service -105.496,900 -117,329,600
Driver’s License Fees 33,849,200 32,113,800
Miscellaneous Motor Vehicle Fees 16,840,500 19,807,600
Aeronauatical Fees and Taxes 10,069,600 9,040,300
Railroad Property Taxes 12,139,200 12,710,600
Motor Carrier Fees 3,204,900 3,236,900
Investment Earnings 5,401,200 11,132,200
Miscellaneous Departmental Revenues o 13.547.400 13,767,100

Total Annual Revenues $1,268.052,000

Total Available

Appmpriatibhs and Reserves

$1,230,622,500

$1.264.237,100

$1,288,725,200

DOT Appropriations $1,224,741,200 $1,269,601,300

Other Agency Appropriations 18,767,500 19,834,900

Less Estimated Lapses. -3,000,000 - -3,000,000
'Compensation and Other Reserves 3.055.200 7843100

- Net Appropriations and Reserves

$1,243,563,900

51 ,29_4,279,300

Unappropriated Balance, June 30 SR $20673200  -$5,554,100 -

Opening Balance

The current projected opening balance of $33,614,600 reflects reestimates of 2000-01
revenues, actual amounts appropriated for sum sufficient payments for the terminal tax
distribution and transfers to the conservation fund for the water resources, snowmobile and all-
terrain vehicle accounts and the approval of a DOT request under 5.13.10 of the statutes for a
$8.5 million supplement for the highway maintenance and traffic operations program.

Motor Vehicie Fuel Tax Revenues

Over the 2001-03 biennium, motor vehicle fuel tax revenues are estimated to be $16.3
million lower than the amounts originally included in the bill, due to lower fuel consumption
projections. The decline in estimated fuel tax revenue is due to lower projections of
consumnption of taxable gallons of motor fuel in 2000-01 and in the 2001-03 biennium, relative {0
earlier estimates. The following table indicates the projected consumption of taxable gallons of
motor fuel compared with DOT’s original estimates.
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Taxable Gallons of Motor Fuel

(Gallons in Millions)
Fiscal Original Revised Percent
_’_Ye_a;" 7 Estrnate Estimate * Difference Change
2000-01 3,1157 3,051.1 -64.6 2.07%
2001-02 3,169.3 3,083.1 86,2 272

2002-03 3,2237 3,143.0 -80.7 -2.50

Higher fuel prices are the primary factor impacting the Iowér -consundption pr.ojeciions.. N
Overall fuel consumption is projected to decline by 1.9% in 2000-01 compared to 1999-00, and .
then increase by 1.0% in 2001-02 and 1.9% in 2002-03.

Some of the revenue reductions associated with the lower consumption projections will .
be offset by higher than projected increases in the fuel tax rates in 2000-01 and in the 2001-03
biennium. When the bill was submitted, the motor fuel tax rate was 26.4 cents per gallon and the
fuel tax rate was projected to increase to 27.0 cents per gallon on April 1, 2001, 27.6 cents per
gallon on April 1, 2002, and 28.3 cents per gallon on April 1, 2003. However, reestimated fuel
tax rates in the biennium are projected to be higher each year than the rates originally estimated
based on more current inflation projections.

Changes in Estimated Fuel Taﬁ Rates .

TexRaeas - Orgmal  Revied
of April 1 - -Estimate ... -Estimate ... .. Difference
2001 27.0¢ 27.3¢ (Actual) 0.3¢
2002 276 28.2 0.6
2003 283 28.8 0.5

The fuel tax rate is indexed, on April 1 of each year, by the rate of inflation in the
previous calendar year. When the 2001-03 biennial budget bill was submitted, the original tax
rate estimates shown in the above table were based on an inflation factor of 2.4% for calendar
year 2000, 2.2% for calendar year 2001 and 2.5% for calendar year 2002. Actual inflation for
calendar year 2000 was 3.4%. Future inflation projections have been increased to 3.3% for 2001
and have been lowered to 2.1% for 2002. These inflation projections result in higher estimated
fuel tax rates in the biennium.

Vehicle Registration-Related Revenue

Gross vehicle registration revenue is projected to be higher than the earlier estimate by
$9.4 million in 2000-01 and also higher for the 2001-03 biennium, by $12.0 million. Gross
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registration revenue includes revenue from vehicle regisiration fees, as well as other registration-
related revenue, including late fees, title fees, DMV counter service fees and other minor revenue
sources.

Although ihe number of registered vchmies is pm}ecteé to be lower than the earlier
estimate, it 18 estimated that the average registration fee paid by trucks will be higher than was
originally antmpated ‘which would more than offset the lower number of registered vehicles.
The higher average tmcix recnstranon fee reflects a shift in the truck fleet toward heavier trucks.

It is also now estimated that revenue fmm registration late fees will be higher than the
earlier estimates, by $1.0 million in 2000-01 and by $4.0 million in the 2001-03 biennium.
Revenue from the $7.50 supplemental title fee-is estimated to be slaghtiy higher than the earlier
estimiates, both in 2000-01 and in the ZOOE—OTS biennium.

Debt service on transportation revenue bonds is estimated to be lower than earlier
estimates by $6.6° mﬂhon in 2000-01 and by $4.3 million in the 2001-03 biennium. - Since
revenue bond debt” service is reflected as a reduction to registration revenues, a reduction in the
debt ‘service estxmate results’in an increase to net registration revenue. Debt service is estimated
to be lower pnmdrﬂy because the contracts for-certain major highway development projects that
were ariticipated to be funded with bond proceeds were funded with FED or SEG funds. This
has allowed the use of bonding to be deferred slightly, which was not antmpated when the
earlier estimate was prepared. :

The following table shows the new registration-related revenue and revenue bond debt
service projections and the peréentage changes from'the prior-years:

= Gz"-:")'s;s'-R'e_'giiétiat_io'n-liélaied '.Réi’enzie énd Rés;elilie Boﬁd Debt Service

~ (In Millions)
Gross : Net
Registration-  Percent Debt  Percent Registration-  Percent
Fiscal Year Rai&tad Revenue Chang _ Service Change Related Revenue Change
2000-01 $379.0 4.7% $87.9 4.4% $291.1 4.8%
2001-02 3888 . 2.6 : 055 200 283.3 2.7
2002-03 3929 1.0 117.3 11.2 275.5 -2.7

Other Revenues

Driver’s license revenues are now estimated to be higher than the earlier estimates by
$0.4 million in 2000-01, but are anticipated to be lower than earlier estimates by $5.4 million
over the 2001-03 biennium. The difference is due primarily to a reduction in one-time revenue
associated with the end of the four-year phase-in period of the eight-year driver’s license, which
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was not incorporated in the earlier estimate. During the phase-in period, which will end in
February, 2002, DMV has issued eight-year licenses to some drivers and four-year license
extensions to others. After February, the volume of license renewals will decline because some
drivers who would have otherwise renewed their licenses at that time will not need to do so
because they were issued eight year licenses four years earlier.

Based on new estimates of changes in the statewide average tax rate and airline property
value that is apportioned to the state, revenue from aeronautical fees and taxes is anticipated to
be to be higher than the previous estimate by $0.7 million in 2000-01 and by $1.4 million over
the 2001-03 biennium. Based on new estimates of changes in the statewide average tax rate and
railroad property value that is apportioned to the state, revenue from railroad ad valorem taxes is
anticipated to be to be lower than the previous estimate by $0.3 million in 2000-01 and by $0.6
million over the 2001-03 bienniam.

It is now estimated that investment earnings will be higher than had been anticipated in
the earlier estimate by $2.9 million in 2000-01 and by $1.2 million over the 2001-03 biennium.
The difference is due primarily to higher-than-anticipated cash balances and slightly different
mterest rates. :

Prior Committee Actions Affecting Revenues, Appropriations and Reserves

In previous action, the Committee made several changes that affected transportation
revenues, appropriations and reserves. In action taken on DOT’s administrative divisions,
transportation fund revenues were increased by $0.8 million, appropriations were increased by
$0.4 million and fund reserves were decreased by $0.1 million over the 2001-03 biennium,
relative to the bill. The Committee also approved a reestimate of transfers to the snowmobile

and all-terrain vehicle accounts to reflect higher-than-anticipated motor fuel tax rates and a -

higher number of registered recreational vehicles. It was estimated that an additional $1.2
million will be transferred from the transportation fund to those accounts over the 2001-03
biennium.

Summary

Incorporating the preceding reestimates and prior action taken by the Comumittee, the
biennium-opening balance is now estimated to be $33,614,600, which is $3,781,700 lower than
earlier estimates. The June 30 closing balances are now estimated at $20,673,200 in 2001-02
and -$5,554,100 in 2002-03. The 2001-03 biennium-ending balance is $7,869,400 lower than
the estimated closing balance in the bill,

Prepared by: Jon Dyck and Al Runde
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Legislative Fiscal Bureau
One East Ma_in,_S_ui_Ee 301 - Madis_on, WI 33703 « (608) 266-3847 « Fax: (608) 267-6873

May 23, 2001 Joint Committee on Finance Paper #896

Marquette Interchange Reconstruction

Federal nghway Formula Aid (DOT -- Transportat;on Finance)

[LFB 2081-03 Budget Surmnary Page 648, #2]

CURRENT LAW

The federal government provides highway aid to the states in the form of authorization to
oblxgate funds from the federal hxghway trust fund. The authenzatzon Whi(:h is dlstnbuted to the
states by formula, is approved on a multi-year basis, but Congress annnaily limits how much of
that authonzanon can be obhgated The limit that is placed on obhcatzon authomy detenmnes
the spcndabie amount of fcderai hzghway formnia azd - L '

The state budgets fmr federal iughwav fermula a1d by cst;maung Ihe total amount of
obligation authority the state will receive during the two federal fiscal years that correspond to
the two state fiscal years of the biennium. This funding is apportioned -among various FED
appropriations in DOT. The amounts in the Chapter 20 appropriations schedule reflect the intent
of the Legislature on how these funds should be spent, but DOT may spend more or less than the
appropriated amount if the total amount of federal highway aid is more or less than the amount
estimated. If the difference between the amount estimated and the amount received exceeds 5%,
then DOT must submit a plan to the Joint Committee on Finance for adjusting the Department’s
appropnanons to reﬂect the remsed federa} aid amount The Committee may approve or modify
and approvc tms pl:—m :

GOVERNOR -

Reestimate federal highway formula aid at $545,556,900 in . 2001-02 and $560,681,000 in
2002-03. The following table shows, by appropriation, how the bill would allocate federal aid
during 2001-03. - The first:column shows the base level for each appropriation, doubled to
provide a biennial comparison. The base includes amounts appropriated by 1999 Act 9, totaling -

Transportation - Transportation Finance (Faper #896) Page 1



$503,600,000, plus $19,288, 800 in additional 2001 federal hlghway aid that was allocated
among these appropriations by the Joint Committee on Finance in December. '}‘he base does not
include $8,000,000 in additional 2001 federal highway aid that the Committee allocated to the
local roads for job preservation program for making a grant to the City of Janesville, since this
was a one-time expenditure.. The second and third columns show the funding recommended by

the Governor and the change to the base.

Appropriation

Change to
Base 2001-03 Base
Appropriation  Doubled Gevernor Doubled
Rail Passenger Service $7.350,800 $6,654,500 -$696,300
Local Bridge Improvement 52,576,400 o 0 -52,576,400
Local Transpoﬁauon Facnhty Irnprovement 151,439,400 204,015,800 52,576,400
Transportatlon Enhancements Grants . 13,460,400 13,460,400 0
Railroad Crossing Improvement 7,098,600 7,098,600 0
Surface Transportation'Grants ' 5,440,000 5,440,000 0
Congestion Mitigation/Air Quality Improvement 24,997,000 24,997,000 0
Major Highway Development 115,897,000 115,897,000 0
State Highway Rehabilitation 631,364,200 648,060,500 16,696,300
. _ Marquette Interchange Reconstmcnon _ ) O_ 4_2,73_5,200 42,735,200
Highway Maintenance and Traffic Operations 2,388,000 2,388,000 0
nghway Admlmstratzon and P}anmng - 10,600,000 8,110,000 -2,490,000
' Deparimemai Management and Operations =~ -+ 17,456,200 20,510,300 © 3,054,100
Motor Vehicle Emission Inspecnon
and Mamienance Y ~5.709.600 - 6.870.600 1.161.000
TOTAL $1,045,777,600 $1,106,237,900  $60.,460,300
DISCUSSION POINTS

1. The amount estimated in the bill for federal fiscal year (FFY) 2002 is $15,847,800
above the $529,709,100 that the state will recéive in FFY 2001, and the amount esumated for FFY
2003 is $30,971,900 above the FFY 2001 amount. The total amount in the 2000-01 appropriation
base 1s lower than the $529,709.100 that the state will receive in 2001 because the base
appropriations do not include $8,000,000 in 2001 aid that was allocated on a-one-time basis to the
local roads for job preservation program for making a grant to the City of Janesville. However, the
amount-of federal highway formula aid allocated to. all:2000-01 appropriations, including the
amount provided for the Janesville grant, totaling $530,888,800, is slightly higher than the amount
that will be received due to a federal rescission of certain funds to reflect an- across-the-board
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reducnon passed by Congress in December, 2001.

L2 The Federal nghway Adxmnlstratlon (FHW. A} has prehxmnaniy estlmated that the
state will receive $567,000,000 in FFY 2002 under the President’s buciget which is $21,443,100
‘higher than the amount estimated in the bill. :

3. The current muitl year federal transportation authonzatxon act, txticd the
Transportation Equity Act for the 21 Centmy (TEA-21), includes a provision that automatlcally
increases state aid amounts if revenue receipts in the federal highway trust fund exceed amounts
estimated in the act. The President’s FFY 2002 budget, which was submitted in February, estimates
that this provision will result in an additiopal $4.5 billion for the highway program. FHWA’
estimate of Wisconsin’s formula highway aid in-2002 includes the effect 6f much of this additional
amount, although the Presicient s budget would use $201 million of this amount for other programs,
* which would require Congress. to: change the TEA-21 mechanism. The previous administration also
submitted budgets that would differ shﬂhtly from the TEA-21 formula; but: ‘Congress did-not adopt
these ‘changes. - 1f Congress does not adopt this provzswn the states 2002 ::ud cou}d peten’ually be
slightly higher. '

4. Other factors could lower the amount that the state will receive. For instance,
Wisconsin’s share of the total amount of federal highway aid could decrease under the formulas that
are used to distribute the aid. In addition, Congress could take action that further decreases the total
amount of aid that is distributed to the states. The FHWA will estimate the highway aid for all
states using the formulas (with any modifications passed by Congress) after the President signs the
transportation appropriation act for 2002.

5. No federal highway formula aid estimate has been prepared by FHWA. for 2003, Tt
.'shouid be noted that the amount estimated for 2002 would be 7.0% higher than the amount received
in 2001, in part because of significantly hlgher~thaﬁ~ann<:1pated collections in the federal highway
trust fund. Given trends toward slower growth or, in some areas, reductions in the nationwide
consumption of motor fuel, it may be prudent to assume that there will be no increase from 2002 to
2003. In this case, Wisconsin would also receive $567,000,000 in 2003, which exceeds the amount
estimated in the bill by $6,319,000.

6. If the estimates of federal highway aid contained in the budget bill are too high or
too low, DOT would adjust encumbrances accordingly and would choose which appropriations to
modify. If the difference is greater that 5%, however, DOT would have to submit a plan to the Joint
Committee on Finance for making the adjustments.

7. The differences between the federal highway formula aid estimates contained in the
bill and the reestimate is less than 5%. Therefore, if the estimates in the bill are not modified to
reflect these reestimates, but the state actually receives the amounts in the reestimates, the
Legislature will not have an opportunity to decide how the additional amount should be allocated.
Reflecting a higher level of federal formula aid in the budget may allow a more thorough
examination of competing priorities for all transportation revenues.
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8. Most states, including Wisconsin, typically receive an amount of additional federal
aid, usually in late summer or early fall, from a redistribution of obligation authority that had been
Set aside for activities manaved by FHWA, such as highway research contracts, but which was not
Tally used In addmon any federal highway aid'that is not used by a state will be redistributed to
other states. For FFY 2000, Wisconsin received. $3 7 million ‘of redistributed funds. The estimates
of aid for FFY 2002 and FFY 2003 do not mclude any amounts that the state may receive through
' red:smbutmn 1n thosa years, since thcse amounts can vary from year to year

- SUMMARY
; The b:dl rcﬂccts estamated federal h:zghway azd of $545 556 9{30 in 2001-82 and
. 3560 681 000 in -2002-03. Based ‘on mformatwﬂ prowded by the Federal Highway

: _Adnumstratmn, it s esumated tha’-!: the siate wﬁi re::cewe $567,000,000 in 2001-02. It is also
.esnmated that the sLate will: recewe $56? OGO 000.in- 2{)02-03 ~These amounts are $21,443,100

-y}.hxgher in 200102 and. $6, 319,000 h}ghcr m: 2002-03 than: the amounts in the bill. - The actual

-amounts that the state’ wﬁi receive will not be known untxi after Congress passes the FFY 2002
and FFY 2()03 traasportatlon appropnatmn bllls

Prepared by: Jon Dyck
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Representative Huebsch
Senator Decker

MARQUETTE INTERCHANGE RECONSTRUCTION -- FEDERAL
HIGHWAY FORMULA AID

Joint Committee on Finance Review of Federal Highway Formula Aid Allocations

[Paper # 896]

Motion:

Move to require DOT to submit a plan for adjusting the Department's appropriations if actual
federal transportation aid received by the state differs from amounts estimated for the state biennial
budget by more than 3% instead of, under current law, more than 5%.

Note: _
Under current law, DOT is 'requi'red' to submit a .pian for adjﬁs‘tiﬁg the Department's
appropriations if federal aid received by the state differs from estimates included in the biennial
budget act by more than 5%. This motion would reduce that threshold to more than 3%.

Federal highway aid is estimated at $567,000,000 in 2001-02 and 2002-03. Under current
law, DOT would have to submit a plan if the amounts actually received differ from this amount by
more than $28.33 million. Under this motion, DOT would be required to submit a plan if the

amount received differs by more than $17.01 million.
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Legislative Fiscal Bureau
_ One East Maﬁn, Suite 307 ~ Madi;s_on, W1 53703 » {608) 266-3847 = Fax: (608) 267-6873

May 23,2001 - o Joint Co_mmi_ttes on Finance _ Paper #920

o Méﬁgizeté'e 1ﬂ£é;f§:ha_izge Rééo;:zst?‘u_btioﬁ
_ Marquette Interchange Reconstruction (DOT -- State Highway Program)

[LFB 2001-03 Budget Summary: Page 661, #1 (part)]

CﬁR' R E’NT_LAX&% L

The reconstrucuon and repalr of state hlghways and bndces are funded throucrh both- state_'
and federal appropmamms for the state hlghway rehabilitation program. Base fundmg for the .
progmm is $565,948,900 ($250,266,800 SEG and $315,682,100 FED)

The Marquette hatﬁrchange is- ths conjunctmn Qf mterstates 94, 43 and ’794 adjacent to K

o 'Marquette Umversny and dowmown Mliwaukee

G{}VERN()R

vazde Sl 7‘5(} OOG SEG 826 868,000 FED and $2 264 300 SEG-S (revenue bond
proceeds).in 2001-02 and $6,250,000 SEG; $91,067,200 FED and $4,732,300 SEG-S in 2002-03 -
to. begin preliminary work related to the reconstruction of the Marguette Interchange in .
Milwankee; mc}udmg prehnnnary engineering, final design, real estate acquisition and traffic
rmtwatwn e . o . _

Crcaie four commuang appropnatwns for Marque{te Interchange reconstruction - to
account for SEG funds, federal funds, revenue bond proceeds and local funds provided for the
project. __Spf_:_c;l_fy that revenue bond proceeds may be used for the Marquette Interchange
reconstruction project.  Permit the Building Commission to issue revenue bonds for the.
reconstruction of the Marquette Interchange, but specify that not more than $6,996,600 (the
amount -appropriated by the. bill) may be issued for this purpose. Create a revenue bond
appropriation for the administrative costs of bond issuance and modify an existing clearing .
account appropriation to reflect the change allowing the use of bonds for the reconstruction
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project. Clarify that the funding of the Marquette Interchange reconstruction projec
subject to current law restrictions on the purchase of land, easements or development nghﬁs in
land that is more than one-quarter of a mile from a highway project. '

DISCUSSION POINTS

i E'." | The Marquette Interchanae was initially constmc:ted between 1964 and 1968, The.

bridges and pavements in the interchange have been repaired periodically since that time, but DOT
indicates that the bridges in the interchange now need to be replaced due to their deteriorated
condition. Consequently, the Department has tentatlvciy ‘scheduled the reconstruction of the
interchange for the four-year period between 2004 and 2007 and is currently studying various
alternative dcsxgns for its replacement. A decision on a final recommiended alternative is expected
to be made in the fall of 2001 :

2, The area being studied extends, in the east-west direction, from the 35" Street
interchange on 1-94 to the Lake Interchange on 1-794, a distance of about three miles. In the north-
south direction, the area under study extends from’ the North Avenue interchange on 1-43 to the
Burnham Canal, a distance of about 2.5 miles. For the purposes of describing the construction in
this area, DOT has divided the project into four segments: (a) the core, extending to the Burnham
Canal to the south, 25 Street to the west, the Milwaukee River to the east and State Street to the
north: (b) the north leg, extending from State Street to North Avenue; (¢) the east leg, extending

from the Mﬂwaukee River to the Ld,ke Interchange aﬂd {d) the west Ieg, exiendmg from 25% Street .
to 35™ Street. Only the core of the mterchange and the north leg would be reconstructed durmcY the_ '

period betwef:n 2004 and 20(}7

: 3 ' DOT has estxmated the cost of recanstructmer thf:: mterchange usmg the assumptaon___ AR

that the freeways would be improved to current engineering standards, which mcludes eliminating
left-hand ramps and increasing the clearance on all the bridges. With these assumptions, DOT

tentatively estimates that reconstructing the interchange core will cost $549 million and;

reconstructing the north leg will cost $121 million, for a total of $670 million, in 2001 dollars. In
addition, - DOT .has estimated the cost of adding interchanges at three locations that were not

included in the "base” interchange improvement estimate. * Adding interchanges at 13% Street (85

million), Walnut Street (544 million) and Plankinton Avenue ($47 million) would increase the total

core and north leg cost to $766 million. The east and-west legs, which would be-reconstructed

separately after the core and north legs are completed, are estimated to cost $183 million and $120
million, respectively. In total, DOT has identified potential costs for the core and the three legs of

$1,069 million, in 2001 dollars. It should be noted that-all of these estimates are based on average.
costs for similar types of freeway work. Since the Department is still in the preliminary stage of the -
design process, it'is possible that refinements to the design ‘and unforeseen mrcumstances will

ulumately increase the cost of '{he pm]ect above these ieveis

4, Of the $-117,935,..0{) FED provided i}y the bill for the interchange reconstruction

project over the bienmum, $75,200,000 (5§12,750.000 in 2001-02 and $62.450,000 in 2002-03) -
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would be interstate cost estimate (ICE) funds. A 1999 agreement between Governor Thompson and
the City and County of Milwaukee allocated '$75.15 million, out of a:total of $241 million in ICE
funds available to the state, to the Marquette Intefchange reconstruction project. The bill would
provide $75.20 million in ICE funds in the federal appropriation for Marquette Interchange
reconstruction, which is $50,000 more than was allocated to the project under the agreement. A
correction would be necessary to reflect the actual amount of available ICE funds.

5 - The following table shows the funds provided by the bill for the project, by funding
source, with a correction to reflect the actual amount of ICE funds available for the project.

" Marquette Interchange Funding in the Bill

Funding Source 20{)1-0” 2002-03 Biennial Total
i SBG e i s -'_$1 ’750 000 = -$6,250,000 - $8000,000
¢ FED-Formula: oonoor o0 0 14,118000 - 28:617,200 42,735,200
~ FEBD-ICE. Lo 12,750,000 - 62,400,000 . - 75,150,000,
- SEG-S (rcvenue bonds) 1. 2:264.300. 4,132,300 - 6.996,600 .
Tol __ $30,_88_2.;30§ $101,999.500  $132,881,800

6 '_j }DOT mdicates that ‘the fugdmg provzded by the bill would bé used for acuvmes'_
needed 10 prepare for censtmmmn on the’ mterchange This includes the preparation of the final
deSIgnq for the pm}ect pm‘chasmg real - estate, relocatmg uuhty famhnes, traffic - mitigation-

' :3(mcludms> tha construction of temporary roads and al grant of $5.0 million- for zmprovements on.

" West Canal Street) and the widening of the Wisconsin Avenue bridge (over 1-43) and the Highrise
Bridge (I~_94 over the Menomonee River .\aaﬂey)

7. Ifthe funding provzded in the bill is appmved ‘the remaining estimated cost of the
progect ciurmg the penod “between 2003-04 and 2006-07, including the cost of providing -
interchanges- at 13" Street, Walnut Street and’ Plankinfon Avenue and some pmhnnnary work
related to the’ constmctzon ‘of the east and west: iegs wc»uid be’ $663 million, in 2001 dollars. Since
this” esﬂma{e may not account for all of the contingencies that could be encountered in the
constriction of a large highway project; it may be prudent to assume that the cost will be somewhat
higher than this. In order to account for this possibility, the femainder of this analysis assumes that
the actual cost of the project will be 15% higher than DOT's preliminary estimate. The following
table shaws how much additional fundmg would be reqmred between ’7064 and 2007, using a 15%
higher real cost and the following assump{ions (a) the annual mﬂau(m rate between 2001 through
2007 wﬂ} be 3%, (b) the federal formula highway aid, SEG funds and bondmg funds that would be
pmvzded under the bill in '700103 (equalmg $39. 6 mﬂixoa) will be rnamtmned as part of the
ongoing base through 2006- 07; and (c) construction costs will be spread aven§y over the four years
betwaen 2003-04 and 2006-07, but the costs of prehmmary work (including some work aseomated '
with the east and west legs) will be incurred in the years that they are currently antzclpated a
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s increasing the vehicle title fee by $20 (about $36 million). -

Est;mated Annual Funding Requirements for the
Marquette Interchange Reconstm{:tmn

- (In Millions) -
. 2003-04 200405 . 200506 . 2006-07
Estimated Annual Project Cost $232.0 . ... 851961 . - $212.6. L 82273
-Ongoing Base Funding . .. . .. _-396 . .-396 . . -396 .  _-396
Net Funding Requirement .. . $1924 . . $1565- ..  §$173.0 $187.7
8. If the Legislature decides to fund the Marquette Interchange project with cash,

except for the amotmnt-of bonding provided in the bill ($25.9 million, if additional authorization is
provided to maintain the base level until the completion of the project in’ 2{)06«07) “additional
funding could be prowded by’ dedlcaung revenue ‘from "natural” transportation find revenue
~ growth, transferting base funding from the highway rehabilitation, major highway development or
other transportation programs, mcreasmﬂ Eransportauon taxes and fees or adopune SOINe
combination of these alternatives.” For instance, the following combination of actions would
generate approximately $177 million per year for the project, which would be enough to fund the
estimated costs as identified in the previous scenario: (a) dedicating $7 million from natural revenue
growth (b) dedicating 5% of the 2002-03 SEG and FED base for the magor highway develepmcnt

(c) mcreasmo ihe motor fuei Eax by Ewo cents per gallon (about $64 mllhon) (d) mcreasmg vehicie

_reg;strauon fees by 10%, whxch aquates to -$4.50 for. automobﬁes (abaui $35 nnlhon) and {e):-- o

9. This office has estimated that the amount of federal highway formula aid that will be
received in both 2002 and 2003 is $567,000,000 (see LFB Paper #896). This. exceeds the amounts
estimated in the bﬂl by $21,443,100 in 2001- -02 and $6, 319,000 i in 2002-03,. These amounts could
be provided for. the Marquetie Interchange pi‘OjeCE without affectmg the func}mg for other
transportation pmgrams which would reduce the. amount_of add;uonai fzmdmg that woukd E:ae:
required to complete the. prcuect relative to the previous scenano However, $163 mﬁhon per year .
in additional tax and fee increases or dwersmns from other transportation pmgrams weuld still be
required to cemplete the project’ under tms scenario.

10.  The amount of tax ‘and’ fee increases or diversions from other transportation
g}rograms could be reduced by fundmg a pomon of the cost of the pro;e)ct wzth bond proceeds,
which would spread. the cost of the project over a 1onger penod of time. The Committee could’
adopt a funding strategy for the Marquette Interchange project of es%;abhshmﬁ a base fundmg }evel_
in 2002-03 that would be used i in future biennia to make annual, debt service payments associated
with the bondmg that is used on the project. Under this strategv most of the base. fundmg level
would be usad dlrecﬁy for pro;ec{ expendztures in 20{)3@4 w;th the balamce of @r@;est costs bemo
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funded with bonds. In subsequent years, the amount of the base funding level used directly for the
project would be reduced by an amount necessary fo:pay the debt service on the bonds issued for the
project.

11.  Toward the goal of establishing a higher, non-bonding base funding level for the
project, the Comymittee could exchange the revenue bonds provided in the bill for the Marquette -
Interchange project ($2,264,300 in 2001-02 and $4,732,300 in 2002-03) with SEG funds from the
major highway development program, keeping both programs funded at the same total level. DOA
indicates that the’ b(mdmg amounts provided for the Marquette Intercharige were derived by
reducing the percentage of bomﬁng used in the major highway development program from 55%,
which has traditionally been a target level of bonding for the program, to 54% in 2001-02 and 53%
in 2002-03, and providing this difference for the Marquette Interchange. Exchanging the bonding
provided for the Marquette Interchange appropriations for SEG in the major highway development
program would increase the.percentage of bonding used in the major highway development
program, but would not change the total amount of bonding in the highway program and, therefore, -
would not. aff@ci thﬁ iotai amount of fevenue bond debt service, relative to the bill (there wouldbea
potcnuai increase. in. rf:venue bond debt service in future biennia, dependmcr on. actions of future
mﬂislatures)

12.  Providing additional SEG instead of SEG-S for the Marquette Interchange and
providing .the additional federal funds that it is now estimated that the state will receive would
establish an ongoing, nora»bondmg base fundmc level of 5345 9 million in 2002-03, instead of $34.9
rmﬂzon und&:r the bill, and would increase the total amount of fundmg pi‘OVldinU n {he 2001-03
biennium from $132 9 mﬂhgn to. $160.6 million. .

e ARG

. assumpﬁons (a) a FED aﬁd SEG base of $45.9 million will be prov;ded in 2002-03 and will be =
maintained as part of the ongomg ‘base for the pmject but the amount that will be used darectiy for
project expenditures will be reduced each year by the &mount necessary to pay debt service on

bonds issued for the project; (b) transportation fund-supported, general obligation bonds will be
issued to cover the remaining costs of the project (instead of revenue bonds, as under the bill) and

the ammal mierest rate on thfiﬁbﬁ bonds will be 5. 0%: (¢) one semi-annual paymem will occur in the

ﬁscai year that the bonds are issued; and (d} $18 7 million of the $27.7 million provided in federal

formula funds in 2001-03 will replace federal ICE funds in the 2001-03 biennium and this amount

will be used to reduce the total amount of additional funding needed for the project in 2003-04 (the

remaining $9.0 mﬁlmn would be used on other preliminary activities that have been identified by

the Department; but that are not funded by the bill).
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Marquette Interchange Construction thdmg Scenane
S S (In Millions) ' SHEY

200304 200405 200506 200607 2007-08

Bondslssued © - . . .. SIS0 51701 ..__.__'__-32014'?. $2334 . e

Carry~0ver ICE Funds st BT e sl ST TR : |
Ongoing SEG and FED Base . 459 459 459 459 459
Minus Debt Service on. Bonds . .66 199 347 -520 0 613
Toml Nei; Expendlmres .. %2230 81961 %2126 2273 - -
Unfunded DebtServiee 7 '500 7 s007 " “sao o seitsts4

Cqa As shc»wn in the precedmg table ‘the amount of base funds unéer this scenaio would"i:
be sufﬁa:lenz 1;0 fund the ongomg dcbt sewwe m the ﬁrst three years but Wcauid _

'I'short efthe debt*. el

wo&ld Ieach the max1mum ievei un{ier thxs scenanﬁ, debt service payments wouid exceed ’xhc:_ IR

amount of base funding available by $15.4 million. Debt service payments ‘would remain at this-
level for 16 years, begmmng in 200’7 08

N 15' S In order to 1mplement the ﬁmchng strategy outjfmed in the prevmus points’ durmg the
2(}01-{}3 ‘biennium, addxtzonal SEG funds would ‘have 1o replace” the SEG-S ‘funds” (with 4
corresponding switch in funds for the major h1ghway developmﬁnt program) and the additional”
estimated federal funds would have to be provided for the project. "In addition, DOT" could be

. required to submit a budget request. for the 2003-03 biennium:that does. the -fellowmg {(a). requests_

the approva} of ; transportanon funci supported gf:nerai obhgatz@n bonds' fc)r 1
the author:zauon of an amount of bondmg sufficient to complete the project ‘and (c) r
modkﬁcatsons to SEG and FED base funds for the progect in the amoums needed to pay the ebt'
serwce on the bonds 1ssued for the progect TR . , '

" 16 ' The federal hzghway aid program has dlscreaonary programs fc;r m"ters’iate ané hlgh«-' “
cost bndﬁe pmjects that wonld be a p@tennal source of funding’ for the ’v.{arquette Interchaﬁae':
reconstmcnon 1f the state is successful in obtammg funds from these provrams for the Marque:{te "
Interchange, the amount ‘of bonding identified in the prekus scenario could be reduced, which’
wou!d reducc the ongcmg fundmg commltment required to pay debt service. For example, if the
state received $25 million per year in discretionary funds for four years, ‘the level'of bonding c':fm}d' '
be reduced by $118 million and the unfunded debt service in 2007-08 would drop to $6.0 million. -

17.  Federal formula funds require a 20% nonfederal match and federal ICE funds
require a 15% match. However, the amount of funding available in the SEG and SEG-S Marquette
Interchange appropriations is insufficient to provide the match for the full amount of federal funds
that would be provided in the bill. Because of the limited amount of matching funds provided by
the bill, only $82,171.000 out of the $132,881,800 in total funds provided by the bill could be spent
if only the Marquette Interchange SEG and SEG-S appropriations are used to-provide a nonfederal
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match (assuming that the federal formula funds would be spent first to avoid a lapse of these funds
at the end of thﬁ federal. ﬁS{:al year)

e 18 In order 1o, provade the ﬁ;ame total amount of funds as the bill, but allow the full
amount to be uuhzed federal formula funds could be exchanged for an equal amount of SEG funds
in.the state highway rehabilitation program. Under this aliemative, the Marquette Interchange'
reconstruction: appropriation wouid be modified as follows: {a) an increase of $1,412,200 SEG in
2001-02 and. $5,747,100 SEG in 2002-03; and (b) a decrease of $1,412,200 FED in 2001 -02 and
$5,747,100-FED in 2002-03. - The inverse. adjustments would be made to the SEG and FED -
appropriations for state highway rehabilitation, keeping both programs funded at the same total
level as under the bill. :

219, .. If the additional federal funds are provided for the project (321,443,100 in 2001-02
and Sé 319, (}{}G in 2002-03), no SEG-funds would be available to.provide a nor;federa} match,
Coﬂsequ@ntly, a similar funding source switch with the highway rehabilitation program. could be
implemented to allow. this same total amount of funds to be spent on the Marquette Interchange In
this.case; an additional. $4,288,700, SEG .in 2001-02 and $1,263,800 SEG in 2002-03 would be
transferred from the state highway rehabilitation program and would be repiaced by equal amoums_
of federal funds from the Marquette Interchange appropriation.

ALTERNATIVES TO BILL

1. Approve the Governor’s recommendation to provide $1,750,000 SEG, $26,868,000
FED and $2,264,300 SEG-S (revenue bond proceeds) in 2001-02 and $6,250,000 SEG,

_$91,067,200 FED and $4,732,300 SEG-S in 2002-03 to begin preliminary work related to the

reconsimctton ‘of the Marquette Interchange in Milwaukee and to create four, continuing -
appropriations for Marquette Interchange reconstruction to account for SEG funds federal ﬁmds
revenue bond proceeds and local funds provided for the project.

2. Approve the Governor's recommended funding mechanism for the Marquette
Interchange project, with the following modifications: (a) reduce funding by $50,000 FED in 2002-
03 to reflect the actual amount of federal ICE funds available for the project; (b) transfer $1,412,200
SEG in 2001-02 and $5,747,100 SEG in 2002-03 from the state highway rehabilitation program to
the SEG appropriation for the Marquette Interchange reconstruction; and (¢) transfer 51,412,200
FED in 2001-02 and $5,747,100 FED in 2002-03 from the amounts provided for the Marquette
Interchange reconstruction to the state highway rehabilitation program.

3. Modify the Governor’s recommendation as follows: (a) reduce funding by $50,000
FED in 2002-03 to reflect the actual amount of federal ICE funds available for the project; (b}
transfer $2.264,300 SEG-S in 2001-02 and $4,732,300 SEG-S in 2002-03 from the amounis
provided for the Marquette Interchange reconstruction to the major highway development program;
(c) transfer $2,264,300 SEG in 2001-02 and $4,732,300 SEG in 2002-03 from the major highway
development program to the SEG appropriation for Marquette Interchange reconstruction; (d)
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transfer $5,700,900 SEG in 2001-02 and $7,010,900 SEG in 2002-03 from the state - highway -
rehabilitation program to the SEG appropriation for Marquette Interchange reconstruction; (¢)
provide $5,700,900 FED in 2001-02 and $7,010,900 FED in 2002-03 for the state highway
rehabilitation program 10 teplace SEG transferred to the Marquetie Interchange reconstruction
appropriation; {f) provide $15 ,742.200 FED ini 2001-02 and delete $691,900 FED in 2002-03 for the
Marquette Interchange reconstruction; -and (g) delete the SEG-S appropriation for the Marquette
Interchange reconstruction ‘and delete ‘the' authority of the Building Commission to issue revenue
bonds for the Marquette Interchange project. “Under this alternative, a total of $52,325:400-in 2001~
02 and $108,318,500 in 2002-03 would be- provided for the: Marquette Interchange reconstruction,
for a biennial total of $160,643,900. The ongoing SEG and FED base for the pr{)Je»ct would be
$45,918,500. -

‘In addition, require’ DOT 'to include a Marquette Interchange reconstruction funding
proposal wath its 2003-05 budgeﬁ request that does the following: (a) requests “the ‘approval ‘of
transportation fund-supported, " general ‘obligation ‘bonds ' for the “project; (b)’ requests’ ‘the
authorization of an amount of bonding  sufficient ‘to complete the project; and- {c) requests’
modifications to SEG and FED base funds for the pro;ect in the amounts needed to pay the- debt*-’:
service on the bonds issued fot the: progect ' ' : :

‘Alternative 3 FED

2001-03 FUNDING (Changa to Bill) $27,762,100: ..

Prepéfeci by.: Jon Dyék "

Page 8 Transportation -- State Highway Program (Paper #920)




FAMTauTre AntErihags £ Joskt satimats Sooat searvime senibE o

North Avenue

W. 8rown Straeet

@ity Streat

Tt

42nd Street
35t Street

Hwaukee River

ioke Michigon

Burnham Conal™"

Hote: 1 Delinection lines shown are achematle and do not
correspond o imits of construstion,

Margustte interchange
Reconstruction Study

Cost Estimate
for

interchonge mmoonmucwcioa Alternotives

Aprril 2001

MARGUETTE INTERCHANGE

Losking to thw Puters

o




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

May 23,2001 Joint Committee on Finance ' Paper #9521

' Marquetre Interchange Reconstmctmn

Marquette Iaterchange Reconstruction -- Use of State H;ghway
' Rehabll;tatlen Funds (DOT -- State Highway Program)

[LFB 2001«03 Budget Sumaxy Page 661, #1 (part)]

CURRENT LAW
The state ‘highway rehabilitation program is principally =responsibie for repairing

de.te.rwrated h;ghways and bndgcs on the state tmnk _highway system. Base funding - for the
pmgram 1s. $565 948 900 ($?SO 266 86{} SEG and $315 682 If}{) FED)

" The Marqueﬂe Interchange zs the cen;uncnan ef mterstazes 94 43 and 794 ad_}acent o
Marquette University and downtown Milwaukee.

GOVERNOR

Specify that the reconstruction of the Marquettc Interchange shall be funded from the
following appropriations: (a) the SEG, FED, SEG-S and SEG-L appropriations for the Marquette
Interchange reconstruction project; (b) the appropriation for the -administrative costs of bond
issuance; (c) the SEG, FED and SEG-L. appropriations for state highway rehabilitation; and (d) a
new, PR (tribal gaming proceeds) appropriation for the reconstruction of West Canal Street in
Milwaukee.

DISCUSSION POINTS

1. The bill would create SEG; FED, SEG~S and SEG-L appropﬁatians for the
reconstruction of the Marquette Interchange, but would also include the SEG, FED and SEG-L
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appropnauans for state highway rehabﬁ:tauon in the list of appropriations that sh' '. eused for the

fundmg of the mterchan ge reconstruction

2. The reconstrucaon of the core and north leg of the mterchange is expected to cost
befi&reen 2004 and 2007 The bill would' Qrovzde a tetal of $132 9 million in ihe appropnatlons for
. Marquette Interchange reconstruction, but only. $39.6 million of this amount would be ongoing
fundmg Therefora, in the 2003 05 biennium, DOT would be required to fund the project from the
rehabilitation program appropriations to keep the project on schedule, if no additional funding is
prowded in the: Marquette Interchanve appmpnat;ons Dependmg on the extent to which the_
rehabilitation appropnanons are used to fund work on the Marquette ]nterchange this would require
the De;aan:ment to reduce other constractzon activity in the rehabilitation program by as much as
one-third " of its cmrent }evel whxch would s;gmﬁcantly xmpact other scheduled highway
rehabxiztatmn pro_}ects -

3. Zf addztzonal fundmg is provxded in the Marquctte Imcrchange appropnatzons elther
in the: 2001—03 biennium or the following two biennia, it may not be necessary to use the state
-inghway rehabilitation appropnatxons 1o comp}ete the project. However, if the costs of the project
increase: above ‘what is ‘available in the Marquette Interchange appropriations, under the bill DOT
would have the ﬂex1b1hty to use some rehabilitation program funds. The funding structure created
by the bill, therefore, would allow DOT to make adjustments in the fundmg of the prolect as it
progresses

4 Somc concems have been ‘raised about: the potenua} m}pact ‘of -the Marquette
”Interchange reconstruction pro;cct on the rest of the rehabﬁitanen program. If the Comﬁuttee wants
o prevent the rehab‘ihtamn program from bemg affected by unantmlpated chanﬁes in t.he cost of the -
"Marquetm interchange project without the appreval of the’ Iﬁgsiame ‘one alterauvg would be to
specify that the reconstruction of the mterchange couid onIy bc funded from thc appropnanons for
the Marguette Interchange reconstruction.

5.0 The Committee may decide 1o require the mterchange to be funded only from the
Marquette Interchange appropriations, but also decide that it is appropriate to use a portion of the
current base funding in the rehabilitation program on the Marquette Interchange project. In this
-case, an amount of base funding for the rehabilitation program could be transferred to the Marquette
Interchange appropriations either in the context of a biennial budget, budget adjustment legislation
or upon DOT’s submission .of :a request to the Committee, but the Department would not otherwise
. be allowed to use rehabilitation funds for the Marquette Interchange project. .-

6. Federal highway formula funds generally lapse at the end of the federal fiscal year
{September 30) if they are not encumbered prior to that time. For this reason, DOT sometimes
requests allotment adjustments to move federal funds from one appropriation to another in order to
ensure that all available federal funds are used. In addition, the actual amount of federal funds
received by the state may be either’ hwher or lower than the amounts estimated in biennial budget
acts. " If these differences are 5% or less than the total amount of aid estimated, DOT makes
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adjustments. to federal .appropriations to account for the differences (a difference greater than 5%
requires approval of the Joint'‘Committee on Finance).- It is possible that similar-adjustments (either
increases or decreases)- could be- made to the FED amounts appropnated for the Marquette
inte,rchange during the course of the project. : :

S L -'i‘S_‘-dQQ_},ded,---_tO restrict the funding of the Marquette Interchange to only the
appropriations for the project, the Committee could allow DOT to seek approval of the Committee
under a_14-day passive review process for funding shifts that involve the appropriations for the
Marquette Interchange.  This. would create: a process under which.the appropriations could be
. adjusted to reflect such-things as the Teceipt of additional’ federal aid, the provision of matching
funds for federal. aid and the need to deal ‘with: unexpected connngenczes in the :reconstruction

8. If the Comzn;ttee deades to xestnct the fundmg of the Marqueﬂe Interchange
reconstruction pro;ect oniy to-the ‘appropriations created by the bill, the terms "reconstruction” and
"Marquette TInterchange” wouid need to be defined in the statutes. It may be appropriate to allow
DOT to retain the abﬁlty to fund repmrs to the interchange in an -emergency situation from the
rehabilitation appro;matmns and sunset this provision at the end of 2007, which is after the project
is due to be compleicd

9. The definition of the Marquette Interchange could correspond with the area that
DOT indicates will be under construction between 2004 and 2007, which is the roadways, shoulders
and related ramps encompassing interstates 43, 94 and 794, bounded by 25™ Street to the west,
North Avenue to- the north, the southern end of Burnham Canal to the southand the Milwaukee
River to the east. Future Leg:slames could modify the project boundaries if it is determined that
this funding mechanism should be retained for other work on the Milwaukee freeway system.

ALTERNATIVES TO BILL

1. Approve the Governor’s recommendation to specify that the reconstruction of the
Marquette Interchange shall be funded from the following appropriations: (a) the SEG, FED, SEG-S
and SEG-L. appropriations for the Marquette Interchange reconstruction project; (b) the
appropriation for the administrative costs of bond issuance; (¢) the SEG, FED and SEG-L

appropriations for state highway rehabilitation; and (d) a new, PR (tribal gaming proceeds)
appropriation for the reconstruction of West Canal Street in Milwaukee.

2. Modify the Governor's recommendation by restricting the funding of the
reconstruction of the Marquette Interchange to the newly-created appropriations for the Marquette
Interchange reconstruction. Define "reconstruction” as the rebuilding of highways or bridges and
any activities associated with or necessary for such rebuilding, including design engineering, traffic
mitigation, real estate acquisition and utility facility relocation. Define "Marquette Interchange” as
the roadways, shoulders and related ramps encompassing interstates 43, 94 and 794, bounded by
25% Street to the west, North Avenue to the north, the southern end of Burmham Canal to the south
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-and the Milwaukee Riverto the east. Specify-that tins restnction does not appiy to‘the- emergency
repair of portions of the interchange that are deemed necessary by the Deyartment to-ensure the safe
moverment: of ‘traffic “within the mterchange Speczfy that thas restncﬂon docs not. apply after
December 3 I, 20(37

Proinblt DOT: fmm makmg any adjusments to the: appropnanons for ‘the Ma;rquet{e
Interchange reconstruction unless the: Department first: submits the proposed ad;ustments tothe Joint

- Committee on Finance: Limit the appropriations: affected by the: proposed modzﬁcatzon to those for

state highway rehabilitation and ‘the Marquette Interchanwe reconstruction. Spcc:fy that if the Co-

~ chairs do pot. n(}tify DOT within 14working {iays after the date of ‘ibf: Department’s notification that

the Committee has scheduled a: meetmg 10 review the proposed appropriation adjustments, DOT

may zrnplemem the adjustments. Specify that if, within 14 working days after the Department’s

notification, the Co-chairs notify DOT that the Ccmnmttee has scheduled a meeting to review the

- ‘proposed’ adgustmems DOT may ‘make the appropnanoa ad;ust:ments only upon approval or
'modxﬁcanon and appmvai of the Cernmzttee .

 Preparedby: JonDyck
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Legislative Fiscal Bureau
. One East Main, _Si}ite 301 « Madison, W1 33703 (608} 266-3847 » Fax: (60_8_} 267-6873

‘May 23,2001 Joint Committee on Finance Paper #141

I)mszon of State Agency Servnces -- Conversion to Program Revenue
(DOA -- Agency Semces and Pragram Supplements)

[LEB 2001-03 B__udget Summary: Page 66, #1 and Page 525, #2)

CURRENT LA‘W

-The current. GPwaunded fanciions of the DOAS Emszon of State Agency Services
consist of a portion of the Administrator’s office, a portion of Wisconsin Air Services
administration and the entire Bureau of Procurement. The operatmg budvet for these functions is
'$1 983 79(} GPR annualiy and 26: 25 GPR posmons e :

'_GQVERNQR

_ Authonze DOA to assess any agency or mumcapahty to whxch it provzdes procurement
services for the costs of such services. Further specify that DOA may identify savings that have
been tealized by a state agency to whxch it provides services and may assess an agency for not
more than the amount of the. savings. 1dentxﬁed by the Department. Create a PR continuing
appropriation under DOA -to "be funded by revenues from the charges to state agencies for
procurement services and from assessments for procurement savings realized by the agencies
receiving those services. .

Delete $1,983,700 GPR and 26.25 GPR positions in 2002-03 and provide $671,500 PR in
2001-02 and $3,395,800 PR and 26.25 PR positions. in 2002-03 to reflect the conversion of the
remaining GPR-funded portions. of the Division of State Agency Services to program revenue
derived from the agency charges and assessments. Under the bill, PR funding and positions
would be allocated as follows: (1) $2,024,400 PR in 2002-03 and 25.5 PR positions, funded from
the procurement services assessments, to support the procurement function and a portion of the
Administrator’s office; (2) $671,500 PR in 2001-02 and $1,284,100 PR in 2002-03, funded from
the procurement services assessments and budgeted in unallotted reserve, to support the
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estimated master lease costs assocaated with a new electronic procuremcnt system (3} 5128 000
PR in 2002-03 and 1.75 PR positions, funded from DOA overhead cost. assessments for
administrative services, to support the - costs ‘of a portion of Wisconsin Air Services
admmzsirauen and Division support staff; and (4) minor funding and position reallocations due
.to the funding conversmn and funcnona} realxgnments, -$40,700 PR in 2002-03 and -1.0 PR"
posmon

Associated with this fundmg converszon mochfy the GPR PR and SEG program
supplements appmpnatmns for financial services under Program - Sapplemerxts to permit
supplemental ﬁmdmg for pmcnrement SEIVICES. pmvuied by DOA, except for the charges for
identified pmcurement savings.  The. bﬂ} wouki provzde $1,332, 560 GPR in 2002 03 under
Program Snppiem&nts to offset increased costs for state ‘agencies related to the procurement
funding conversion. In adchtmn, mod;fy current GPR, PR and SEG supplemental appropnauons
for financial services supplements to - also allow funding to be provxded ‘out of thesc
appropnauens far the purpose of prowdmg procurement serv;ces supplements '

'mscus'sm;\f POINTS

1. The current budget initiative to convert the state procurement function to program
revenue funding that would be derived from charges to state agencies for procurement services and
from-assessments paid from: procurement cest savmgs is the eutorowﬂx of arecent:review of state
-purchasmg procedures . T R e A :

'2, Potentzal Cost Savmgs Ihmug}z the Appiwanon af E~Pracurement Pracedures In
Scptember 2960 DOAS Division _of . State- Agcncy .Services began to explore possible.
" modifications to the ‘state’s’ emstmg procurement operatxons with the view of transforming the =~
ﬁmctmn by tak;r;g advantage of emerging electronic procurement (“E- pmcurement ‘Y technologies.
This initial -action led 1o the convening of an mi:erdxscxpimary team of agency procurement and IT
professxonals o explore cum:nt state procurement pmcesses and develop possxble alternat;ves to the
cum:nt system :

' 3 Later in the fall of 2000 DOA retamed a consuita:nt to analyze the'state’s current
"procuremem operations and to ‘make recommendaﬂons ‘on how" to ‘make procurement “a more
effective and efficient” process. The review and analysis of DOA’s procurement functions is also an

aspect of an on-going "E-government” initiative, designed to increase Internet-based government-
to-government and government -to-citizen mteracuons

4. 'On‘November 30,"2000, the consultant’s general ﬁndmgs with- respect to the state’s
purchasing processes were presenteé to the mterd;sczpimary team 'The consuitants assessment
de{emned ihat ’ :

s " The creation, rouung and apprcvai of reqms;tmns and parchase orders is largely a
manual process. : :
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2o The mix-of manual and automated purchasing and financial systems results in
redundant processes and: mefﬁcaencxes The -consultant found, for example; that there was no
amform;ty across state agencies in the;r requ:smon purchase order receiving, invoicing, payment
o -and accountmg system transacuons : :

i ? | Muétlpie levels of approval on pnrchasmg dﬁcxsmns add time and camplemty to the

I state 8 purchasmv activities.:

. 'I‘?ne }ax:k of standardmatmn af ccmmodlty codes mh;bzts accurate repcrtmg of
purchases and makes it more difficult for the- state to match up with vendors who use standardized
.nauona} codmg and commedxty nammg conventions.’ s

_ pE No centrahzed system currentiy exasts for the statc to automancaliy track its
: pu.rchasmg expendxmres R : L :
5. The consultant recommendcd that
: ' The statc 1mplcment a. vaﬂety of currcnﬂy avmlable E«procurement praczicss such

_as reverse aucﬂons online ordeﬂng of. cormnodmas and. electromc payment for ccmmod:ty
_ purchases, ali of which couki reduce cument state. procurcment processmg COsts and commodaty
_ purchase pnces, and.. : : .

'- . The state pursue the deveh}pment of a daia systern t() track’ state purchasmv act1v1ty
and expen:hture daza “This automated system ceuld be: deveicped elther by upgrading in-house
purchasing systems or by the purchase of currentiy avaalabie procurement ‘software ;ackages

'-:-_:5:.6 Fundmg ‘the DOA Procuremem Fun(:nan fmm Cost Savzngs The bill would. -

' specaﬁcaliy authonze DOA to. assess agencies: (and mummpahnes using DOAS serv;ces} for the
..costs of procuremsnt services provxcied by the Depanment Under this new authonty, DOA could
xdenufy a pomon of any savings reahzed by an agency from DOAwprowded procurement services
_and then assess the -agency for not more than the amount of the identified savings. ‘This .new
authorﬁy would enable DOA o fund the costs assocmted w1th the procurement functron fnndmg
" conversion from assessments from savmgs denvmg pnmanly from reverse aucnon»-type purchases _
of commodities.

7. In a "reverse auction,” the state would first advertise the need for a specific
commodity and set a cut-off date for the subrmssion of bids to provide the commodity. Vendors
could go online and submit their lowest bid for the product; furthermore, any vendor's bid could be
revised up until the time of the announced cut-off date for bids. Since each vendor would have full
knowledge of all other submitted bids, they would have the option of lowering an initial bid in order
to become the lowest bidder by the bid submission deadline. This type of procedure tends to
produce lower prices for the purchaser (the state and participating municipalities).

8. Reverse auction procedures are currently authorized in 16 states according to a 2001
survey undertaken by the National Association of State Procurement Officials, with additional
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:updated information provided by DOA: Of these 16 states,.only about five or six of these, including
: Wzscensm are cm*rentiy conductmg such auctmns on an ongomg baszs oras pﬂot programs

9, Wzsconsm has been conducnng reverse aucnans on a, pﬁet basw fer seiected
commodities for at Jeast two years. During this two-year period, the reverse auctions produced total
bids of $184,342; 200 for nearly two dozen commodities. -Compared to the historic bid levels for
these same commodities purchased previously under competitive sealed  bid procedures
($193,744,200), the state appears to have achieved commodity net cost savmgs of $9,402,000, or

4 9% for all the 1tems purchased through the reverse aucuan palot '

1_0, Smce agenmes have budgeted thexr supphes and services costs based on the hzstonc

costs associated with their comodzty purchases, any decreased cost of the commodity due to the

“use of a reverse auction procedure would result in a savings to the agency. Under the Govemnor’s

recommendation, the costs of - operation of the PR-funded DOA procurement function would be
: supported toa sxgmﬁcam degree from these types of agency savmgs :

11 ’I‘he blil docs not. Speczfy how DOA would dcveiop an assessment mechamsm to

" recover the costs of the procurement function from state agencies. While the Department could
" negotiate the amount of the’ assessment ona case-by—case basm, especzaliy where a reverse auction

'nght produce xmportam cost savzngs , DOA would most hkely impose a uniform fee on the amount
of the agency purchase order. In. theory, the individual agencies would be able to fund the costs of
the charge from the cumulative savings generated dunng the fiscal year from the reverse auction
'_process (Z)r a shghtly hlgher fae mlght have to be. developed and apphed oniy to those purchases
- where the use of reverse aucuon techmques would be feasxble

e 1200 DOA has daveio;aed progectzons based on total state agency purchase order activity,

'm dezmmne whether al umfonn procuremem fee of 035% apphed to the amount of agency
_ 'opcratmns costs Thﬁse progecﬁons were applxed to execunve branch agcnc1es based on 1999-00
~ fiscal year purchase order activity, . These projections assume cumulative procurement savings by
an agency equzvalem 10 1% per year from which the procuremem fee would be funded. The
pro;ected net savings :.-1.::(:1'um<y io the agency are aiso 1dennﬁed ’}‘hese projections are presenied in
Table 1:
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TABLE 1

1999-00 Agency Purchasing Expenditures, Proposed Fee Amounts and E-Procurement Savings

FY 00 0.35% 1.0% .
Purchase Procurement  Procurement
Agency Order Activity Fee Savings
Umvers;ty of Wasconsm System $276,479.419 $967,678 $2,764,794
Health and Famtly Servzces 219,137,971 766,983 2,191 380
Transportation 112,068,523 392,240 1,120,685
Correction 101,299,872 © 354,550 1,012,999
‘Administration 84,319,716 205,119 843,197
Workforce Development 66,913,711 234,198 669,137
Revenue ' 42,052,912 147,185 420,529
Natural Resources 32,557,709 113,952 325,577
Public Instruction 24,230,644 84,807 242,306
Educational Communications Bcard 8,779,152 - 30,729 87,798
Agnculmre Trade and Consumer Protection 7,605,412 26,619 76,054
Tourism - 6,895.207 24,133 68,952
Justice 6,491,925 22,122 64,919
Veterans Home 6,448,118 22,568 64,481
Employee Trust Funds 5243467 . 18,352 52,435
Public Defender . 4,863,067 17,021 48,631
 Commerce 4,580,781 16,033 45,808
.Mﬂztary Affaxrs 4,237,217 14,830 42,372
- Insurance - 3,652,139 L1282 36,521
State Fair. Pari{ 3,310,070 11,585 33,101
Investment Board 2,283,921 7.994 22,839
Financial Institutions 2,113,206 7,396 21,132
Veterans Affairs: 1,525,443 5,339 15,254
Public Service Commission 1,036,354 3,627 10,364
Employment Relations - 721,462 2,525 7.215
Regulation and Licensing 577.575 2,022 5,776
State Treasurer 476,027 1,666 4,760
Board of the Commissioner of Public Lands 180,709 632 1,807
Secretary of State 75,878 266 759
Ethics Board 45,851 160 459
Personnel Commission 26.177 92 262
TOTAL $1,030,230235  $3,605,805 $10,302,303

E_stimated
Net Savings
(Savings - Fee)

$1,797,116
1,424,397
728.445
658,449
548,078
434,939
273,344
211,625
157,499
57,068
49,435
44,819
42,198
41,913
34,083
31,610
29,775
27542
23,739,
21,515
14,845
13,736
9,915
6,736
4,690
3,754
3,004
1,175
493
298
170

$6,696,495

13.  DOA believes that perhaps only about one-third of agency procurements might
actually be susceptible to reverse auction procurements from which potential savings might be
realized. If this is the case, the actual DOA procurement fee, if set as a uniform percentage and
applied only to reverse auctwn procurements would need to be set at a rate of approx1mately 1 O%

Administration -- Agency Services and Program Supplements (Paper #141)

Page 5



of the amount of the affected purchase:in-.drder-.to generate the required level of funding.

14 A poss1ble fee of approxlmatcly I: {}% dor.:s not-appear to be out of line with the
types of procuremnent fees bemg charged -in the half dozen other states with E-procurement
procedures. Based on the 2001 state procurement survey undertaken by the National Association of
State Procurement Officials, these fee structures range from 0.5% to 2.71% per transaction, with a
_'___majonty of the fees clustenng 1n the G 8% to 1 25% ra.nge

: 15, Bgcausc of (a). the uncﬁrtaxnty conccmmg how the procurement fees Imght be
N estabhsheé and (b} the peten{za} amounts mvoivad the Committee’ may conclude that legxsiauve

-review of the: mcthcdnlegy to be used by I)OA to determine the fee may be appropnate If the
proposed ﬁmdmg cenversmn is: appfoved the Depastment could be directed to submai: its
: --mcthodoiogy for:determining the procurement fees and assessments to the Legzslamre for approva}

o .as an adxmmstranve mle

16,0 Uﬂcertamtzes Concemmg DOA 3 Abzlzty :to Fully Fund the Procurement Fundmg
Converszon The bill wouid permit:state agencies: 10 be supplemnted for the costs of pmcurement
services prowded by DOA, other than for- charges ‘that would ‘be: pa;d from any: 1dent1ﬁcd
' procm‘ement savings. A total of $1, 332,500.GPR in- 2002»03 ‘would ‘be provided under Program
~ Supplements for this purpose Suppiements from. the appropnate PR and SEG accounts’ couid a’,iso

be provzded to agencxes supported from thosc fundm g sources.

17, The rauanalc fer reservmg the supp}emf:ntal funding is that the 1mplcmentauon of E-
._'.procurcment procedurcs 1o all state: agencxes will be a considerable undertaking (even granting that |
the agency will have all of 28(}1-02 to begin this’ task) and that full, initial success in achlevmg the
des;red cost savmgs from thc outset caxmot aiways be assured Further, _dunng a penod of .

rmght make it more d;fﬁcult to reahzed the desu‘cd ievel of savmgs

}8 Oihcr iongcr range uncerimntms mc}ude the fact that after the ;muai one or two
- rounds of’ reverse auctxon—type procurements for certain ‘commodities, most of the potennai for
additional cost savings to state agencies will’ arguably have been achieved and. relatively few
addmonai sxgmﬁcaut savmgs would be anue;gatcd Further, if agencies x:onmszent]y achieve
savings on their supplies and servxces hudget lines, there is also the question “of ‘whether the
Legislature would allow agencies to retain these savings or delete these amounts from agencies’
budgets. In any case, the suppiementaimn concern appears to be more of an issue for this fiscal
biennium, as agencxes would hkf:iy budgf:’i for the costs of DOA procurcment servwes n future
biennia.

19.  DOA staff are committed to making the E-procurement initiative work, and there is
certainly reason to believe that during the near term, at least, important commodity cost savings are
still possible 1 from the revcrse auction and other approaches Additionally, with total purchase order
activity among execut;ve ‘branch agencies exceadmg $1 bxihon annualiy, oniy relatlve}y modest
procurement savmgs are actua}ly reqmrcd to fuliy fund the procarement conversion at the: proposeé
budgetleveis U » T
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Coe 20, Given these considerations, if the Committee chooses to ‘authorize the funding
conversion, it may wish to consider what level of additional funding; if any, it wishes to budget
under Program. Stzpplements 1o szzpp(m the cests of state avencms unfunded DOA-provided
procurement services. L SRR : T : :

_ 21 The bxli weuld provadc $l 332 500 GPR for thls in. 20(}2~€}3 to fund shortfalls
mcarred by GPR»funded agencies. Assuming that a fee would be charged to executive branch
agencies sufficient to generate a minimum of the $3,308,500 budgeted in 2002-03 to support the
DOA procurement services. ﬁmcncn, atotal of $1,024,000-GPR in 2002-03 would actually appear
10-be tequired 1o’ snypiemem GPR»funded agencies.~ This reduction of $308;500 GPR in 2002-03 is
based on the: GPR base level ﬁmdmg spht for all:state cperauons apprepnancns :

22. The Cormmttee could also conc}ude that agencies with purchase order vo}ume in
excess of $100 mxlhon annualiy {UW System, Heajth and Family Services, Transportation and
Cerrecuons] should be able to achieve sufficient savings under the new E-procurement approaches
to fund the mqmred DOA fees and. assessments without the need for an additional supplementation.
Based on this a}mmauve, $2,489, 100 i in procurement fees would likely be generated from the four
largest executive branch agencxes, and. 5819 400. would lx,kely be gcneratcd by all the remaining
smaller agenczes : L SETT S =

e 23, it cou}d be arcued that the smaﬂer agencies. nght not have. exther the mix of
commodxty types or the volume of purchases to generate: the required level of savings to fund the
DOA assessments; conscquenﬂy, these smaller agencies should be able to seek a supplement, if
requxred to fund the DOA pmcuremcnt chaxges Based on the GPR fundmg split for the state
: _operauons appmpnatzons supportmg these smaller agencies, a total of $280,800 GPR in 2002-03

-+ would need.to be reserved under ngra:n Supplaments Compared 10 the Governcr, this would_- o
o repres&nt a reéucnen of $1 {}51 7()6 GPR in: 2002~03 : - :

_ . 24, ' A}temaiavely, the C()mmlttee could pmwde no addmonai Program Supplemems

fundmg, thereby requiring agencies 10-pay . BOA charges and assessments from base level funding.
DOA would also have the option. of seekmg additional sta.tutory authonty to impose additional E-
procurcment fees on vendﬁrs to heip fund the zmtzatwc _

25, DOA Procuremenr Serwces Approprzanon ' '?hé new PR-funded procurement
services appropriation would be established as a ‘continuing appropriation. Under a continuing
appropriation, legislative oversight of expenditures is lessened because the dollar amounts in the
appropriation schedule are merely estimates of the amount of funds that the agency expects 1o spend
for these purposes. By having a continuing appropriation, expendxtures that agencies wish to make
are not limited to any legislatively-established appropriation level.: Rather, an agency may expend
as much as the accumulated revenue level in the appropriation will allow. Further, depending on
the purpose of the appropriation, an agency may collect the full costs of its operation through
chargebacks “to-users 'of “its services‘at whatever level of ‘expenditures are actually ‘made.
Consequently, the dollar amounts which the Legislature includes in the appropﬁation schedule do
not serve as a limit ‘on the amount that an agency can actualiy expend for the purpose of the

-appropriation. S _
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- 26. - 'DOA believes:that having ‘a PR-continuing appropriation for the procurement
-services -function- would -be - desirable  because ‘of - the -inherent uncertainties with ‘respect to
establishing the new systemn. This is particularly the case where costs of developing a new system
cannot be fully determined in advance. Since no legzslauve approval . would- ‘be required for
increased expendxtuzes above budgezed levels, the ‘Department could make any expenditure from the
-appropnataen that it conmders necessa:y to can'y out xts pmcurement—re}ated responmbzlmes

P 270 It cmﬂd be argued that creatmn of a :.:onnnmng appropnatxon would: greaﬂy lessen
.. the Legislature’s ability.to review, monitor and eva}uate the financial ‘status -of the’ appmpnanon

- Fuither, the' 14-day review process. under 5016515 s always avaﬁabie to pr{mde for increased
cxpendzture authority. for annual appmpr;,atxons 1 the Committee: belzevcs that these considerations
' have merzt it could modzfy tha bﬂl to change t;he contmumg apprspnatzon to an annual

o _2 However, since. the ‘agency’s: procurement services mmatwe is'a major initiative
: and budgetary uncertainties - are: Tikely, pamcula,rly during ‘the 1myiementatxon stage, the
Committee. could - also consader ‘the aptzon of authonzang the establishment of .a“biennial
appzopnatzon for the new. pmc:ummenz services funcncm Under'a bxenmal appmpmatwn, funds
appropriated in the first fiscal year but uuexpended remain available for: expendﬁurﬁ: in the
second fiscal year. At the end of the two-year penod any remaining funds lapse to the source
fund. Creation of a biennial appropriation for the pmcurement sérvices function - would provide

“DOA with additional expenditure flexibility, while the Legislature would have the' assurancc that

: no mcarﬁ than the amounts appmpnateci for the ennrc bienmum wouid be expended

28 F undmg for an Eiectromc Procuremenz System Fuudmg of $671, 500 PR in 2001-
02 and. $1.284,100 PR in. 2“2-93 is budgeted in unatlotted reserve for the estzmated ‘COStS
. -associated with master lease payments for a new: elactmmc ‘procurement system. The Department is
uncertain whether it will upgrade an existing system or purchase a currently available software
package. Since: these decx,smns will 1mpact the’ budgeted costs of the procurement services funding
conversion and will affect” the amount of the procurement fee that will need to be astabhshed to
recover the Department’s procurement servzces Ccosts, the Committee ‘may wxsh to reserve the
electronic procurement system funding in its's. 20 865(4)(g) supplemental appropriation for release
to the Department under s..16.515 procedures, pending the agency’s determination of its actual
‘funding needs for an eiectromc procurement sysiem

: AL’TERN A*I’IVES T{) BILL

A;. : }’rocurement Semces and Related Fundmg Conversmn

1.'_ Approv_e the .Ge_ver_nors mcemmend_auen : to:_. _(a) authqr;ze DOA to assess agencies
for the costs. of procurement services including a portion of identified procurement:savings; (b)
delete $1,983,700 GPR and 26.25 GPR positions in 2002-03 and provide $671,500 PR.in 2001-02

and $3,395,800. PR and 26.25 _PR.-:positieﬁs in 2002-03 to convert. the remaining -GPR-funded
portions of the Division of State- Agency-Services to program revenue; and (¢) budget-$671,500 PR
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in 2001-02 and $1,284,100 PR in 2002-03 of the above amounts in unallotted reserve for the
estimated costs asscc;ated with anticipated master iease payments for a new electronic procurement
system.

2. Modify. the Govemor’s recommendation by: (a) directing DOA to submit its
methodology for df:i:emunmg the procurement fees and assessments to the Legislature for approval
as an administrative rule; and ®) iransfemna $671, 500 PR in 2001-02 and $1,284,100 PR in 2002-
03 from DOA’ procurement services appropnaﬂon to the Committees s. 20.865(4)g)
appropriation for release to the Department under s. 16.515 procedures, pending the agency’s
determination of its actual funding needs for an electronic procurement systerm.

3. Maintain current law.

Alternative A3 GPR PR TOTAL
2001-03 FUNDING (Change to Bil) $1983700  -$4067300  -$2,083,600
2002-03 POSITIONS (Change to Bill 26,25 -26.25 0.00

B. -Appropriation Type

L. Approve the Governor’s recommendation to create a PR continuing procurement
services appropriation under DOA funded from procurement assessments and charges.

2. Modify the Governor's recommendation by creating a PR biennial procurement
services appropriation under DOA funded from procurement assessments and charges.

3. Modify the Govemnor’s recommendation by creating a PR annual procui‘emen{
services appropriation under DOA funded from procurement assessments and charges.

4. Maintain current law.

C. Program Supplements Funding for State Agency Procurement Services
Charges

1. Approve the Governor’s recommendation to provide $1,332,500 GPR in 2002-03
under Program Supplements to offset increased costs for state agencies related to the procurement
funding conversion and to modify current GPR, PR and SEG supplemental appropriations for
financial services supplements to allow funding to be provided out of these appropriations for the
purpose of providing procurement services supplements.

2. Modify the Governor’s recommendation by deleting $308,500 GPR in 2002-03 to
reflect a revised estimate of the supplemental funding need for GPR-funded executive branch state
agencies.
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| Alternative €2

|"2001.03 FUNDING (Ghange to Biily’

30 Modxfy the Governor’s recommendation by deleting $1,051,700 GPR in 2002-03 to

reflect a rev;sed estirnate of the suypiemental fundmg need for GPR-funded executive branch state
agencms Wzth $100 million Or less n annual purchase order actwﬂy

Alternative C3

_ " 'GPR
" ~$1,051,700

2001-03 FUNDING {Change to Bill)

4. Delete the supplemental funding and appropriations language changes under
Program Supplements.

Altern-aﬁva Ca3 §,__,_.
- $1 332 509

2001-03 FUNDING (Change to Bi) -

Prepared by: Darin Renner
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MO#— BURKE NoA
1 BURKE A DECKER : i
/DECKER A MOORE A
‘MOORE A SHIBILSKI N
SHIBILSKI A P ACHE N »:
PLACHE A WIRCH N N
WIRCH A DARLING N
DARLING A WELCH NoOA
WELCH A

| GARD NoOA
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Representative Ward

ADMINISTRATION — AGENCY SERVICES
Audit of Procurement Services

[LFB Paper #141]

Motion:

Move to request the Joint Committee on Legislative Audit to direct the Legislative Audit
Bureau to conduct an audit of the procurement services being provided by the Department of
Administration to state agencies and the accuracy of the charges and assessments to state agencies
for those services. Specify that the audit report be submitted by January 1, 2004,

MO#M%
BURKE ¥ N A
DECKER v N A
SHIBILSK] Y N A
PLACHE Y N A
WIRCH ' N A
DARLING N4 N A
GARD Y N A
gA UFERT Y N A
ALBERS \'s N A
DUFF v N A
WARD Y N A
HUEBSCH Y N A
HUBER 'S N A
COGEs '3 N A

P

L

A“’Ewi’_ NO_i~ aBs

Motion #813





