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AGENCY: Department of Workforce Development
LFB PAPER #: 1060
ISSUE: KIDS Computer System, Centralized Receipt and Disbursement Fee

ALTERNATIVE: 1, 5 &6

SUMMARY

Aif 1 uses rees‘ramafes To funci fhe KIDS ancreczsed costs, atong with a
$10 increase in the yearly fee paid by non-custodial parents.

Alt. 5 doesn’t allow DWD 1o use unclaimed support to replace any
forgone revenue. LFB points out on page 9. paragraphs 21 & 22 that this is
probably unconstitulional, and there’s an Attormey General’s opinion
sc}y:ng i'snota i@gc:xE use of funds,

o ii‘ ¥ glves DWD {23 i;ﬁie bit ofa 3urplus in ?he KIDS: fum! By movxng

'Ai'r 5 ‘we basically take that surplus away, so it's a'wash. They're left with
No surplus, but we don't leave them in a hole. No reason to jack up the
CR&D fees beyond the $10 the gov. proposes in Alf. 1. LFB points out that
anything above this & you'll start running into more noncompliance
problems. .

Alt. 6 makes some statutory changes fo reflect the way DWD
processes federal tax intercepts of child support, Makes the statutes
coincide with current practice & intended use of these funds.

BY: Cindy \
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Legislative Fiscal Bureau
. Om: East Ma,m Suite 301 Madlson W1 53703  (608) 266 3847 Fax (608} 267*6873

May 31,2001~ Joint Committee on Finance  ~ ~~ ~ ~ Paper #1060
KIDS Computer System, Centralized Receipt and Disbursement Fee
(DWD -- Child Support)

[LFB 2001-03 Budget Summary: Page 754, #1 and #2; Page 757, #4 and Page 758, #3]

CURRENT LAW: -

Federal law requirés every state to have a certified statewide, automated child support
system in place. The Kids Information Data System (KIDS) was developed to replace the
previous automated child support system, ‘which did not meet federal requirements, Since
January, 1993, the state has contracted wn‘h }'_BM Global to develop and opera.te the KIDS system

in Wisconsin.

“The federal Persenal Responsabxhty and Work Oppormmty Reconc;hatzon Act of 1996

(PRWORA) ‘imposed a number of new requirements on states relating to “child support
enforcement.  Some of these requirements have necessitated changes in the KIDS system,
particularly the creation of the centralized receipt and disbursement (CR&D) system and the new
hire reporting system. Under the CR&D system, all child support payments are processed on a
computerized basis through the support collections trust fund.. A-division of Lockheed-Martin
has operated the computerized system under contract with the state since its inception.

Funding Sources for KIDS

Federal and GPR Funding. Operation of the KIDS system is generally funded at a
66/34 federal/state match. The state match is paid for with GPR funding. :

CR&D Fees. In Januvary, 1999, the state began operation of an automated system for
processing the receipt and disbursement of child support, maintenance, health care expenses,
birth expenses and other support-related expenses. This system is funded partially from an
annual $25 CR&D fee charged by the Department of Workforce Development (DWD) to support
obligors.” Amounts collected from the CR&D fee are accounted for as program revenue.
Expenses of the CR&D function not covered by the $25 fee or interest earnings in the support
collections trust fund (described below) are funded with GPR and federal matching funds.

Workforce Development - Child Support (Paper #1060} Page 1



Praor to }anuary, 1999 county clerks of court ora support collectmn des:gnee

.' disbursed Suppgr{ payments and coliected the $25 annua} fee for thls service.

| cannot be, used to obtam fedaral matchmg fands. ..o oo

- Interest on the Support Coliectmns Trust Fund Momes rece;ved from income -
w1thhoidmg and other collections of child or family support maintenance or spcmsal support,

" health care expenses or birth expenses are deposited to the segregated state support collections . -

trust fund, Interest earned on balances in the fund during the delay between the time a collection:
18 recelved and the time the payment is issued to the recipient is drawn ("float”) is used to fund -

o the CR&D function. Revenues from the CR&D fee and interest on the support coﬁecuons fund e

GOVERN OR

KIDSICR&D Budget

The followmg table” outhnes the budgetcci revenues and expenditures for the S

s KEDS/CR&D system m the 2001-03 bienmum, as recommended by the Govemcr

R

TABLE 1
2001—()3 KIDS/CR&I} Budget
' Bizdgeted 'Expen(htures S '
. System Maintenance and Changc Orders G 820 621 800 S $21 699 600
InfoTech Charges = 0 0000 12,791,600 12,921,500
gras :'_States:affandsrrschts___I_., ST A0BL3000 e UB261000 -
.. Suppliesand Services.. . . oo o 30622000 0 . 3110700 .. .o
_Uncollectable Recc:vables 170000 - N 170000
Tataimssudget L. S4D67600 ¢ S4L163700 T o
g Revenues AvallableforKH)S and CR&I} W R T SRR
CR&D Fee (PR} SRR : e 89,390,900 o 0 §955,900
Support Co!lecnons Trust Fund ' - :
Earnings (SEG) 1,300,000 o000 o0 0 1,300,000
Unclaimed Support (SEG) 1,500,000 1,500,000
GPR e .8T0300 . 9770300 .
FEDMach~ ~ ~ ~ ° 7 igeesooo 18965900 . .
Total Available Revenues ~~ ~ " U$40,727.100 $4r292;100 0

-'Surptus-. S e 8502000 T $1284000

.. As the tabie mdzcates, expendstures for the system Wouid tozal 546 ’7 rmliwn in 2001—02
and $41.2 million in 2002-03. The largest expenditure is for system maintenance and cha.nge
orders (820. 6 mﬁhon in 20()1—02 and $21.7. mﬂhon in 200’?~03), which pnmarﬂy reflects fees_
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paid to IBM Global and other contractors. The InfoTech budget ($12.8 million in 2001-02 and
$12.9 million in 2002-03) includes monies paid to the Department of Administration (DOA) for
mainframe services and connection to the consehdated data network. The remammg budget is
for staff and supplies and services.: TR e b oy

Estimated revenues for the system {(including the Governor’s proposed increase in the
CR&D fee and unclaimed support, described below) total $40.7 million in 2001-02 and $41.3
million in 2002-03. Therefore, a small surplus is estimated in each year Attachmem } prowdes
adchtlonal detaﬂ regardmg the recommended KIDS/CR&D budget. - L Dt

Other Prowsmns Related to KIDS

The Governor’s blenma} budget recommendation includes the followmg provxsions that
would 1mpact the KIDS budget

Restoratmn of $2,000,000 GPR to ‘the KIBS Base Budget. - The bill would restore
$2 000 000 GPR annually to .the KIDS budget. - In the 1999-01. biennjum; these funds were

removed from DWD's budget and placed in the Joint Finance Committee's program' supplements =

appropriation because GPR budgeted for the child support program had not been fully expended -
in prior years ‘and because of the possibility that revenues from the annual CR&D fee wonld be
higher than anticipated. These funds were transferred back to DWD by the Comrmnittee on a one-:
tzrne bams in 1999~00 and 2000 Oi in actmns under s. 13. 10 and are mcluded in Table 1

Centrahzed Receipt and Dlsbursement Fee vazswns The: bﬂi wouid promde-
$2,290,900 in 2001-02 and $2,855,900 in 2002-03 for anticipated increases in vendor charges

associated with the centralized receipt and disbursement system.” As’ ‘mentioned; ; operation of the . L

i system is’ conducted primarily by Lockheedeamn under contract with DWD. The base contract -

O will expire on December 31, 2001, and the }Z)epartment beheves that vendor costs wﬁl be :
significantly higher under the new contract. SRR ' o R

As Table 2 shows, the CR&D fee revenues would come from three sources: (a) a
reestimate of revenues under current law; (b} a $10 increase in the fee, effective January 1, 2002;
and (c) a modification to a provision of 1999 Wisconsin Act 9 regarding income withholding for
arrearages of the CR&D fee,
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Sources uf Addatmnai CR&I) Fee Revenue
_ As Proposed hy the Adnnmstratmn

zoomz' * 2002-03'- T

Reestimate of CR&D Fee Revenues; Current Law 7 11 $600 OOO' s $606 000

Increase of $10inthe CR&D Fee . - S 1 575 000 2 EDO (}OO

Modification Regarding Income Withholdmg RN :
For CR&D Fee Arrearages ' 115 9(}0 ]55 9{){)

Total T sl e §2,290,900 52,855,900

'.Regé.rdmé the: }aét."of ' thethree i!iéms 1599 Wi’é’.ébn'sin Act 9 specified: .that income  _
asszgnments for -delinquent - CR&D fees remain in effect -even if the individual’s ‘current:
obligation to pay:the fee has-terminated: - However; thzs ‘provision - apphed only to CR&D fees. -

ordered on or after January .1, 2000.: The bill would eliminate the Act'9 initial-applicability date:
so that income withholding.could be used for CR&D fee: arraarages ansmg from orders that were. L
in effect pmor to: January L 20(30 S B R e

The bzll contains several othe:r provmons that are mtended to 1mprove coliecﬂoa of the
CR&D fee These items are descnbed in Attachment 2 e : Sl :

ey " : -Use of Uncialmed Support Thf: bﬂl would authonze DWD t0 retam and use uncleumed o _
Ho chlld support payments for administration of the child support enforcement program. An

estimated $1,500,000 SEG would be appropnated to DWD.in each year under this provision, |

which would be used for the K}DS/CR&D system. I”*’or a more complete dcscnptmn of thiS
propesal rcfer to Attachmcnt 2 : .

DISCUSSI()N POINTS

L. The KIDS/CR&D budget was most recently reviewed and ad}usted by the
Committee at its December 19, 2000, meeting under s. 13.10. At that time, it was estimated that
expenditures for the system would total $39.8 million in 2000-01. As shown in Table 1, under
the Governor's bill, expenditures in the 2001-03 biennium are estimated at $40.7 million in 2001-
02 and $41.2 million in 2002-03. These amounts are higher than the 2000-01 funding level by
$0.9 million in the first year and $1.4 million in the second year. These increases are
approximately 2.2% in 2001-02 and 3.5% in 2002-03.

2. In general terms, the KIDS/CR&D budget submitted by the Governor was
structured to cover anticipated increases in the cost of the CR&D contract with Lockheed-Martin
($2.5 million in 2001-02 and $4.6 million in 2002-03) with the amount of GPR currently
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appropriated for the system (including the $2 million that was placed in the Committee’s
appropriation during the 1999-01 biennium). This was to be accomplished by: (a} increasing
other funding sources for'the system through the higher CR&D fee and allowing DWD to use
unclaimed suyport and (b) dn‘ectmg DWD to make unspec;ﬁed spendlng reductions.

CR&D Vendor Conzract

3. Accordmg to the admnxstratzon, Whea Lockheed b}d for the current CR&D
contract it mcerporated mtes that wouid not necessaniy cover its costs in order to win the state’s
busmess for operataon of” the CR&D system Subsequentiy, in_July, 2000, lnckheed notxﬁed_f
DWD that it was projecting'a"$1.7 million loss on'its Wisconsin CR&D operations in calendar
year 2000 and indicated that, without an increase in the base per-transaction reimbursement rate,
it would not exercise the contract extension epuon at the CXpH‘ﬁtiOﬂ date of January 1 2002

4. Because Wisconsin was believed to be paymg a lower rate than other states, DWD -
concladed that re-bidding the contract likely would not have attracted competitors with lower

rates. ~As an alternative to utilizing the services of an outside vendor, one option would be to:

operate. the. CR&D system internally. This option was rejected by the administration because
reliable cost estimates for a state-operated system.were not-available, and the current contract
will terminate within a relatively short period of time. However, as introduced, the bill would
have required DWD to study the cost of operating the -system in-house; with' a report to the
Secretary of the Department of Administration due by December 31, 2001. This provision was

removed from the bill as a non»fisca} pohcy item but DWD could conduct thxs study w1thout

legzslatmn dlrec:tmg them to de s0.

il s .5. - As d1scussed below costs ef the new. CR&D vendor contract are now estamated to_‘ S
be lower than the amounts antlczpated by the adnnmstratmn : e

Expend: ture Reducrzons Pmpased by the Admmzsrmtzon

6. Because DWD submitted a budget in which projected expenditures exceeded
available revenues (due primarily to higher CR&D costs), the Governor recommended a series of
expenditure reductions across several categories of the KIDS budget. These cuts, which total
$1.9 million in 2001-02 and $3.7 mﬂhon in’ 2002 03, are identified in Attachment 1 and:
summarized in Table 3. -

Workforce Development -- Child Support (Paper #1060) ' Page 5



TABLE 3
KII)S Expendlture Reductaons Recommendeé by the Admmzstratmn

2001-02 2002-03

GPR FED Total GPR FED Total
System Maintenance and : S i
Change Orders, .. . 3377 100 . 3731 900 $1 109 000_ . §732,700 . $1,422,300 $2,155,000 .
State Staff and BITS Costs. 33,000 . 64,000 . 197,000 298,500 579,500 878,000
InfoTech Charges  ~ 228900 _ 444300 _ 673200 _ 230500 __447.500 _ 678.000
Total 7 $639,000 ° $1,240200 $1,879.200 S1.261,700 $2,449,300 $3,711,000
7. "The “administration forwarded its recommendations as a ‘broad framework - by

which the KIDS budget could be balanced, with substantial flexibility to be retained by DWD to’
make modifications as circumstances would warrant. Specific reductions were not dehneated by _
the Governor and D‘WD has not mdzcated how the cuts Would be 1mpiemented ' :

PN

Re\fised Revenue and Expendliﬂre Est:mates '

8. At thas nme it appears that two szgmﬁcant areas of the KIDS/CR&D budget
should be reestimated. First, since the bill was introduced, DWD has largely completed
negotiations with Lockheed-Martin for a new contract. Costs will increase under terms of the
. mew -agreement, . but not as much as originally antu:tpated The revised contract costs are.

2001-02 and $2.6 million in 2002-03, compared to the Governor’s estimates. Although these
amounts are lower than the Governor’s estimates, they exceed the current cost of the contract by
$2. 1 million in each year

9.‘ Seccmd based on a review of collections data and information regarding the
number of cases in the KIDS system, it is now estimated that collections of the CR&D fee would
~ be $8.7 million in-2001-02 and $9.2 million in 2002-03 under the bill. These amounts are lower:
than the administration’s estimates by about $0.5 million in each year. The primary reason for
the decrease 1s a lower base going into the biennium than had been anticipated, due to a leveling
off of collections attributable to withholding of prior-year amounts owed.

10.  Table 4 shows the KIDS/CR&D budget with these revised estimates.

Page 6 Workforce Development -- Child Support (Paper #1060)
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Revised 2001-03 KIDS/CR&D Budget |

2()01 _02

Systemn Maintenance and Change Orders -$20 112,700 - $19,132,800 v
InfoTech Charges 12,791,600 12,921,500
State Staff and BITS Costs 4,031,300 0 o0t DL R AR 2619000 50
Supplies and Services 3,062,200 3,116,700
-Uncollectable Receivables _ 170000 . - 170,000
Total Expcnditur&s $40,167,800 $38,596,900
Revenues Available for KIDS and CR&D o R
CR&D Fee (PR) $8,706,900 $9,243,900
Support Collections Trust Fund
Earnings (SEG) 1,300,000 1,300,000
Unclaimed Support (SEGY. =" ©L500:000 1,500,000
GPR 9,770,300 9,770,300
FED Maich 18.963.900 18,965,900
Totat _Ayaii_able Rev_;:nzms o $40,243,100 $40,780,100
Surplus =~ o S 875,300 ST $2,1832000

11, : As sﬁéwn in Table 4, with the-reviééd CR&D fee estimates on the re{renue side )
and lower Lockheed-Martin costs on the expenditure side, the KIDS budget would have a

surplus of $75,300 in 2001-02 and $2,183,200 in 2002-03. - These figures assume that the $10 -

increase in the fee recommended by the Governor would be adopted as Weil as the provxszons =
allowmg DWD to use unclaimed Support S SRS L

12, DW}) beheves that the cuts recormnended by the Governor would be dzfﬁcuit to
manage ‘and that the funding recommended by the Governor should be retained." This would-
allow the Department to use the surplus revenues shown in Table 4 to fund some items that
would otherw1se be cut, pamauiarly for system maintenance and change orders. - et

13. vaen the K]DS budcret surpiuses, everal optxons are avaﬂable 1o the Comrmttee
First, the Committee could leave the surpluses intact if it concluded, as DWD asserts, that the
Department needs the monies. Alternatively, the Committee could remove the 34% GPR share
of the identified surpluses ($25,600 in 2001-02 and $742 300 in 2002~ 03) and make these doﬁars
available for other uses. -

14.  The Commxttee could also elect to not increase the CR&D fee or not aiiow DWD
to use unclaimed support for the system..  However, these options would.. necessitate
appropriating additional GPR and federal matching funds, On the other hand, if the Committee
wishes to increase the fee more than the Governor’s recommendation, additional GPR could be

Workforce Development -- Child Support {Paper #1060) Page 7.



removed from the KIDS btidget or the bill provision allowing DWD to use unclaimed support
could be eliminated. '

15. The remaining sections of this paper prowde addmonal detail regarding potential
increases in the CR&D fee and the provision that would permit DWD to use unclaimed support.

Also, information regarding the system’s mainframe costs is presented and a technical
modlficauon regardm g the chﬂd support federal tax intercept program is dxscussed

Add;tmnal CR&D Fee Increases

16. 'I‘he following table shows the estimated revenues, compared to the revised
estimates, that would be generated by additional CR&D fee increases. As with the Governor’s
pmposal the ﬁgurcs in Table 5 assume an effecnve date of January 1, 2002.

TABLE 5

.. Estlmated Revenues frcm Potential CR&D Fee Increases

New Fee “*"_Additional PR (Change to Bill 4s Reestimated)

Increase  Level .. 200102 200203 2001-03 Biennium
$15 - $40 $852,000 $1,136,000 $1,988,000
200 45 1,661,400 2,215,200 3,876,600
28 wn e 50 2,470,800 3,294,400 - 5,765,200
3. l In con51dermg addatmnal CR&D fee increases the Cemrmtiee should note that 1t.:- R

couid not reduce GPR funding on a dollar-for-dollar basis, because the federal match associated
with the GPR funds would also be foregone. For example, if the fee were increased to $45, the
additional program revenue would allow. for a GPR reduction of $564,900 in 2001-02 and
$753,200 in 2002-03 (34% of the additional fee revenue). Federal matching funds would be.
reduced by $1,096,500 in the first year and $1,462,000 in the second year. This would not bea
concern if a fee increase were adopted in order to replace revenues from unclaimed support.:
Because unclaimed support cannot be used to claim federal matchmg funds these monies could

: be replaced wath CR&B fee revenues doilar«for—dollax

18. Thﬁrf; are severa} arguments agamst add1t10nal fee increases. First, the $35:fee
proposed by the Governor would be 40% more than the current $25 fee. The fee was last raised
in 1991. Had the fee been adjusted for estimated inflation since that time it would be
approximately $33 on January 1, 2002, or slightly less than the Governor’s recommendation.
Second, further increases to the fee would likely lead to additional noncompliance. Finally, fee
revenues cannot be used as a match for federal funds. Therefore, ‘GPR represents a more
efﬁment state ﬁmdmg source, since 1t can be used to leverage 66% federal fundmv
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Use of Unclalmed Support for Chtld Support Enforcement

19. Federa.l chzld sappart promsxons treat unclaamed support as program revenue
available to the. state for its child. support enforcement program, even though these funds are not:
appropriated to DWD under current law. Because the federal government will not provide
reimbursement for child support expenses funded with program revenue, the current prov;slons
result in DWD foregoing some federal matching funds. - - i Lo

20.  The bill would allow DWD to retain unclaimed support and use these revenues for
the KIDS/CR&D budget. Uneclaimed support is currently treated like other abandoned property
and deposited in the state common school fund. Interest earnings from the fund are used to
provide categorical aids to public schools for libraries. In addition, balances in the fund may be
loaned to school districts, counties and municipalities. Suc:h loans may be used for any pmpose
for which, mummpai debt may be 1ssued EE - St b

N The Leg;slatzve Refarence Bureau (LRB) has noted that there may be a state
consntutzonal roadblock . to using unclaimed support dollars to help fund the KIDS/CR&D
system or general child support _enfarcemem efforts. . Article -X, section 2 of Wisconsin’s
constitution requires all money that accrues to the state by forfeiture or escheat (the reversion of
property to the state in the absence of legal heirs or claimants), a provision that encompasses
unclaimed property, o be deposited into the common school fund. Although it may be possible
to: argue that unclaimed support would not have to be treated according to the provisions. of
Article X, section 2 because. it may be reclaimed by the owner, analysm by the LRB indicates
that it is at least as hkeiy that a court: would hold to the contrary T - :

: 22 The LRB further notes that although thcre is no. W:sconsm case. addressmg thr:---'_" '

| "”spemﬁc issue presented here, an Attorney General’s opinion from April, 1972, indicates that a -

statute requiring certain unclaimed money to be distributed to the Department of Employee Trust
Funds. would -violate - the above-referenced constitutional - provisions. - Given these issues,
unclaimed support may not represent a reliable source of dollars with which to fund the CR&D
function or other child support enforcement efforts. - As noted in Table 1, the administration’s.
budget includes $1.5 million in anncxpated revenues each fiscal year from unclaamed support

23.  Should the Comnuttee chaose n(}t to adopt the Govcrnors recomrnendatlon to use
unclaimed support to fund child support enforcement efforts, it would have to reduce the
KIDS/CR&D budget by $3 million over the 2001-03 biennium or appropriate the same amount
from other revenue sources. Alternative revenue sources include monies razsed from the CR&D
fee or a combination of 34% GPR and 66% FED ' : '

Mamframe Charges

) 24,'_ | Another mgmﬁcant component of the KH)S/CR&D budget are mamframe charges. .
The KIDS sysiem utilizes a mainframe computer housed within DOA to process transactions.
Mainframe costs are incurred for two primary purposes: (a) usage of space, and (b) time used in
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processing transactions. Costs.of utilizing the mainframe have grown significantly in recent
vears. In state fiscal year 1998-99, mainframe charges were relatively stable at about $774,000
per month.  Early in fiscal year 1999-00, these costs began to rise, %ivérading’ in excess of $1
zmihon per month over the yea:r and havc contmued 10 be hlvh in ﬁscal year 2000-01 '

: 5 In state ﬁscal year 1999-—00 KIDS mamframe COsts accounted for 27.1% of the: :
KIDS budget m the 2001-03 bienmum they will account for over 30%«~neaﬂy one-third--of the
budget :

e 26 Concem over. the mmg mamframe COsts prompted the Fmance Comrmitee at Iast-
Decembers 13.10 meeting, to: direct DWD to prepare a report, due by the end of March, 2001
outlining the factors contributing to the mainframe cost increases as well as steps the Department
anticipated- taking-to reduce future costs. - DWD:issued its findings to the Commitiee in‘a’
memorandum dated March 31, 2001. The primary factors cited by DWD in this memorandurn s
driving the cost increases included: (a) 2 growing number of support-related records entered and -

maintained in“KIDS; (b) enhancements to the- K’S software to add new- functions, such as ':
added account history and improvements to the interactive voice system that’ parents can use to O

obtam account mformat;on and (c) add1t10n ef functlons requlred by federai iaw

o 270 1n 1ts memorandum DWD also cxted a number of measures it has taken as well as .
a number it -intends 1o take to reduce mainframe time usage.  Among the measures DWD"
anticipates ‘implementing “in -the future to- reduce mainframe use time -include additional -
partitioning (breaking up and-indexing large amounts-of information stored); ctéating a method
by which old documents automatically would be stored offline as they age; modifying computer:
code so that programs run more efficiently; and reducing the size of tesung environments (using

i enmmnments that consntute a subsct of c:asa:s and data raiher than a rephcatxon of the: enure.-:_-}_g_;-: finia

database} E e

P 28 Followmg the December meetmg, DWD and DOA entered into diSCLlSSIO’nS
regarding mamframe rates charged by DOA. One cutcome of the meetings was a decision by -
DOA to reduce processing-time rates by 8% and storage rates by 20%, retroactive to July 1,
2000. As noted -in Table 3, the budget reductions recommended by ‘the Governor assume that
Infotech charges will be cut by apprommateiy $0.7 nnihon a.nnua}ly

Techmcal Correctzons to Federal Tax Intercept

29, Bo{h current iaw and the bxll mdlcate that boih state and fedf:ral tax mterccpt.
collections must be sent by the Department of Revenue to DWD 1o be deposited to the support:
collections trust fund. In practice, however, the Department of Revenue does not handle federal
tax intercept collections. Instead, they are transmitted directly. to  the “Department of
Administration by the IRS for deposit to the general fund. As a result, the proposed change
would not accomplish the intended goal of processing federal tax intercept collections through
the ‘support collections trust fund so that nnciazmcd doHars could be reta.med by DWD for chﬂd_
support-enforcement efforts. '
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» - 30.© To solve this problem, those portions of statute that relate to federal tax intercept
procedures in cases involving delinquent support, s. 49.855, could be amended to correct all
references to the Department of Revenue processing federal tax intercept collections. The same
section of statute could be amended to direct the Department of Administration to send federal
tax intercept collections received for delinquent support to DWD for deposit to the support
collections trust fund. Finally, the section of state statute that relates to the support collections
trust fund, s. 25.68, could be amended to include federal tax intercept collections received from
DOA in the list of monies that constitute the trust fund.

~_ Summary of Alternatives

31, The following section identifies a number of alternatives the Committee could
- consider regarding the KIDS/CR&D budget. Because the $2,000,000 GPR provided under the
bill would leverage $3,882,400 in federal matching funds, each of the aiternatwes assumes that
some or all of the GPR wouid be pmwded to X}WD

. The first opimn would reestimate the Governor’s proposai to account for the
reduced CR&D vendor contract and the lower CR&D fee revenues, and retain the excess funding
in DWD. The Department could use these funds to offset a pomon of the f:xpenditure reductmns
recommended by the Govemor R '

S The second a}tematzve would also incorporate the reestimates, but would remove '
excess GPR (a.nd federal matchmg funds) from DWD budget : ;

. . Thf: next several options con51der the lcveI of the CR&}Z} fee and whether DWD

. shouid be permztted to use unclaimed support as a funding source for the KIDS/CR&D budget. o
These options assume that any additional increases in the fee would be used to reduce GPR and - |

FED budgeted for the system and, conversely, that additional GPR and federal matching funds
would be appropriated if the Committee elects to not increase the fﬁe or to not allow DWD to use
revenues from unclaimed support. - =

. The final alternative is a technical modification regarding the federal tax intercept
program. ' ' '

Because there are multiple funding sources and expenditures involved in the
KIDS/CR&D budget, any number of other alternatives could be constructed.

ALTERNATIVES TO BILL

1. Adopt the Governor’s recommendation with reestimates to: (a) reduce PR funding
for the centralized receipt and disbursement system by $484,000 in 2001-02 and $512,000 in
2002-03 1o reflect a lower estimate of the amount of revenue generated by the CR&D fee under
the provisions of the bill; and (b) decrease estimated expenditures for the CR&D vendor contract
by $509,100 in 2001-02 and $2,566,800 in 2002-03. Under this option, the KIDS/CR&D budget
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o systern. .

mo

excess funds would -be availabie to DWD to part;aily offset the expendxmm reducﬂons -
recommended by the Govemox - el : - _ _ .

CAlterpatlve 0 oanin PR

200103 FUNDING (Change to Billy -~ - §996,000 |
2. Reestimate the Governor’s proposal as described in Alternative 1. Reduce funding

by $23, 600 GPR and $49,700 FED in 2001-02 and by $742,300 GPR and $1,440,900 FED in
2002- 03 : . . _ _ .

Attematwez B R . GPR .  FED PR TOTAL

- $1,490,600 - $996,000 - $3 254,500

- §767,800

2001-03 FUNDING (Change to Billy

s 3 Incrcase tha annual CR&D :fee by SIS $20 or $25 over. the current level of $25 -
The fee increase would raise additional PR as indicated in the table below. Depending upon the.
level of fee increase, the additional revenues could be used to: (a) provide additional funds to
DWD to offset the spending reductions recommended by the Governor; (b) reduce GPR and

would have an estimated surplus of §75,300 in 2001-02 and $2,183,200 in 2002-03. These

FED matching funds appropriated for the system; or.{c) eliminate the provision of the bill that- i

would allow DWD to use unclaimed support for the system. This alternative assumes that the
adciztlonal funds would be used to raduce GPR anci FED appropnated for tha KD)S/CR&D _

. Additional PR (Change to Bill, as Reestimated)

 New Fee

Increase  Level 2001-02 2002-03 . 2001-03 Biennium
a $15 %40 | $852,000 . $1,136000  $1,988,000

b. 20 45 1,661,400 2,215,200 3,876,600

c. 25 50 2,470,800 3,264,400 5,765,200
Alternative 3a GPR : FED . PR TOTAL
2001-03 FUNDING (Change 1o Bill) - $675,800 - $1,312,100 $1,988,000 50
Alternative 3b GPR FED PR TOTAL
200103 FUNDING (Change to Bill} - ~$1,318,000 - $2,558,600 $3.878,600 30
Alternative 3¢ GPR FED - PR TOTAL
2001-03 FUNDING (Change o Bill) - $1,860.200 - 3,805,000 $5,765,200 $0

Page 12
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4." Deny the Governors recommended increase in the CR&D fee and provide
$506,900 GPR and $984,100 FED in 2001-02 and $675,900 GPR and $1,312,100 FED in 2002-
03 to replace the foregone fee revenue. Program revenue from the fee would be reduced by
$1,491,000 in 2001-02 and $1,988,000 in 2002-03, compared to the revised estimates.

Alternative 4 GPR FED PR TOTAL
2001-03 FUNDING (Change to Bifl $1,182,800 $2,206,200 - $3,479,000 $0
5. Deny the Governor’s recommendation to allow DWD to use unclaimed support and

provide $510,000 GPR and $990,000 FED in each year to replace the foregone revenue.

Allernative & GPR FED SEG TOTAL

2001-D3 FUNDING (Change to 8ill) $1,020,000 $1,980,000 - $3,000,000 50

6. Modify statutory provisions relating to federal tax intercept of child support and
the support collections trust fund to delete incorrect references to the Department of Revenue.

Prepared by: Drew B. Larson MO#
Attachments
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.~ ATTACHMENT1

2001-03 KIDS/CR&D Budget Recommended by the Governor

EXPENDITURES
System Maintenance and Change Orders
Ongoing System Maintenance
Contractor Fixed Costs
Centralized Receipt & Disbursement
New Hire Reporting System
County Priority Requests
Cuts
Subtotal -

State Staff and BITS Costs
State Staff and BITS Costs
Supplemental Staff
Capital/Installation/Infrastructure
Focal Area Network Service
DWD Systern Fee
Cuts

Subtptal

InfoTech Charges
Mainframe

Cuts =~ . :
Telecommunications -

" Subtotal -+

Supplies and Services

Centralized Mailing

Supplies and Services
Subtotal

Write-off Uncollectable Receivables

Total Expenditures

REVENUES

CR&D Fee (PR)

Support Collections Trust Fund Interest (SEG)
Unclaimed Support (SEG)

GPR

Federal Match

Total Revenues

KIDS/CR&D Surplus

Page 14

2001-02

36,588,000
2,636,400
11,511,100
995,300

0
-1.109.000

$20,621,800

$1,739,100
1,605,000
100,000
123,600
1,160,600
-97.000
$4,031,300

$12,579,000
-673,200

885800 -
$12,791,600

$987,300
2,074 900
$3,062,200

$170.000

$40.676.900

$9,150,900
1,300,000
1,500,000
9,770,300
18.965.900

540,727,160

$50,200

Workforce Development -- Child Support (Paper #1060)

2002-03

$6,588,000

2,636,400

13,634,900

995,300

0
-2,155.000
321,699,600

$1,739,100
1,005,000
100.000
123,600
1,172,200
-878.000
$3,261,900

12,704,800
-678,000

L godg00.
$12,921,500

$997,100
2,112,600
$3.110,700

5170,000

$41,163,700

$9,755,900
1,300,000
1,500,000
9,770,300
18.965.900

$41,292,100

$128,400



- ATTACHMENT 2

Governor’s Reédminendétions Rei_a{iiig tal Coiie_ctiiins. of tﬁe CR”&'D Fee . |
. and the Use of Unclaimed Support

.. This attachment provides greater detail regarding provisions of the bill that would
enhance DWDS ab111ty to collect the CR&D fee and allow the Department to use unc;almed
support to fund child support enforcement actlvmes o : '

CR&D Fee-’Re}ated Provisions o

~ Withholding from Tax Credits and Refunds. Under current law, if a person is
delinquent in making court-ordered child support, family support or maintenance, or owes an
outstanding amount that has been ordered by the court for past support, medical expenses or birth
expenses, DWD must certify the dehnquem payment or outstandmg amount to the Department of
Revenue. A certification of unpaid support from DWD to DOR constitutes a lien against any’
state tax refunds or credits owed to the obligor equal to the amount certified. DOR must notify’
the obligor that it mtends-to reduce any state tax refund or credit by the amount owed. The
notice must provide that within 20 days the obhgor may request a hearing before the circuit court
rendering the order. A hearing date must be set by the court within 10 days after recewmg such
a request.

Under the bill, these provisions would also apply to delinquent CR&D fee payments.
Amounts withheld by DOR for delinquent CR&D fees would be sent to DWD for dep051t inits
PR approprlatzon for child support state operatmnswfees, and would be used for vendor charges
and other expenses assocaated with the centralized receipt and disbursement system '

_ The bill W()U.ld also rcqu:lre amoun{s thhheld by DOR for unpaid support to be sent to:
DWD for deposit in the support coliecuons trust fund. These moneys would then be distributed
to the obligee or, in the case of support assigned to.the state by public assistance recipients, used
for county incentive payments and costs of the W- 2 program, Under current law, the statutes
specify that unpaxd support withheld by DOR must_be sent to DWD for distribution to the
obligee. However, these funds are currently deposited in DWD's appropriation for delinguent
support and maintenance payments to be distributed in accordance with state law and federal
regulations, which do not always provide for distribution to the obligee. -

Income Wlthhoidmg. Under the bill, each order for or ebhganon to pay the annual
CR&D fee would be subject to income withholding. This currently applies only to orders for the
fee (as opposed to other obligations to pay). Arrearages of the fee would continue to be subject
to income withholding until the arrearage is paid in full.

Withholding from Vendor Payments and Other Payments. U_ﬁder current law, DOR
may provide a certification it receives from DWD for unpaid support to the Department of
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from the state and notify the obligor that the unpaid support is being withheld. As with withheld

tax refunds and credits, “the notice must provide that within 20 days the obligor may request a

hearing before the circuit court rendering ‘the order.” A hearing date must be set by the court

within 10 days after receiving such a request.. Under the bill, these provisions would also apply
to dehnquent CR&D fees

Unpa;d support and CR&D fees w1thhe1d under tms prowsmn would be transferred from

L DCA to DWD and deposited into its PR appropnataon for deime;uent suppora maintenance and

fee payments, to be distributed in accordance with state law and federal regulations. Under
current law, the statutes specify that unpaid support withheld by DOA must be sent to DWD for
distribution to the obligee. However, these funds are currently deposited in the delinquent

reguiations whmh do not always prowde for dlstnbutlon to the obhgee

'_the' 'CR&D fee. would be 1mposed for any year in. whgch an arrearage of support 15 owed B
Currenﬁy, the fee 15 1mp0sed for each year in Which suppm't payments are ordered .

_ Unpald County ‘CR&D Fees Under current Iaw I)WD 1s permltted to retam nnpald .
R CR&D fees that were due countxes pnor 1o state 1mplementat1on of the CR&D system DWD

may not deduct the fee from any support or maintenance payment. The bill would d;sallow'

DWD from deducung the fee from any arrearage payments as well. '

.Use of Unclalmed Suppart .

for chﬂd and family support and’ maintenance (support). “Amounts of support that cannot be
distributed by DWD (such as when the payee has not notified the Department of a new address)
or support checks that ‘have not been cashed w;thm one year are considered abandoned property,
and are sub}ect to the general reqmrcments of the state unclaimed property act. Under that law;
by May 1 of each even-numbered year, DWD must file a report regarding unclaimed support
with the State Treasurer that covers the prewous two calendar years. For amounts of $50 or
more, DWD' must notify the obhgee at his or her last-known address at least 120 days prmr to
submxttmcr the report that the I)e;aartment is holdmg uncialmed support

The State Treasurer is reqmred to provide ‘public notice of all reported abandoned
property. If unpaid support remains unclaimed on the December 1 following this public notice,
DWD must deliver the funds to the State Treasurer for deposit in the school fund. Claxms for
unpmd support and other abandom:d property may be ﬁled thh the State Treasurer

Under the bill, abandoned child support checks' and amounts of child support that are not
distributable to the payee (unclaimed support) would be credited to a new sum sufficient
appropmatmn m the segreoated support collectmns trust fund 'E‘hese funds would be used by
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 Administration, which must begin to withhold any vendor payments or certain other payments P

support.and maintenance appropriation and distributed in accordance with state law and: federal S

o Imposxtlon of the Fee for Years in which a Support Arrearage is Due Under the bﬂl S

'Under current law DWD is :responsxb}e for collectmg and d1sbursmg all moneys recewed' .



o _ _
DWD for administering the child support program and reimbursing the State Treasurer for
subsequent claims for the unclaimed support. DWD would still be required to report unclaimed
support amounts to the State Treasurer.

Any person, except another state, claiming interest in unclaimed support that has been
reported to the State Treasurer could file a claim with the State Treasurer after December 1
following the report, on a form prescribed by the State Treasurer and verified by the claimant.
Another state could recover unclaimed support under circumstances that are allowed under
current law any time after December 31 following the reporting of unclaimed support to the State
Treasurer. The State Treasurer would pay any approved claims from its current PR and GPR
appropriations. '

DWD would be required to reimburse the State Treasurer, at least quarterly, for any
claims paid since the last reimbursement with respect to wunclaimed support and any
administrative expenses incurred since the last reimbursement with respect to such property. The
State Treasurer would be required to deposit these moneys in the general fund.

The new provisions would first apply to uncashed support checks credited to the support
collections trust fund (checks that have not been cashed within one year after issuance) or
amounts determined not to be distributable from the fund by DWD on January 1, 1999,

Federal child support provisions treat unclaimed support as program revenue available to
the state for its child support enforcement program, even though these funds are not appropriated
to DWD under current law. Because the federal government will not provide reimbursement for
child support expenses funded with program revenue, the current provisions result in DWD
foregoing some federal matching funds.
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AGENCY: Department of Workforce Deveiopm_en‘f
LFB PAPER #: 1061
ISSUE: Use of Percentage-Expressed Child-Support Orders

A‘LTERNAT!VE.:N?S. 1.4and 6

SUMMARY'

These are fhe moﬂons supporfad by Malwaukea Coun’ry c:md m Wi
Ch|Ed Supper’f Enforoemenf Asseczaﬂcn .

Alfemcﬁtve 1 covers ‘rhe shoﬁfaii ’rhe counﬁes w;lE exper;ence in ’rhew
incentive payments due to federal penalties levied because the KIDS
systermn can’t meet all the federal certification requxremen?s due 1o PECs.
John Hayes from Mifwczuk@@ County sc::ys_?his number could be cut in half
to $485,000 if we need to do that as a bc::r_g_cziﬁing chip in order to get Al

i Aif ﬁ mcxkes the sma‘ua‘ory c:h(;nges neoessary SO/ ’rhcﬁ all fufure Chl?d B
-fsuppon‘ orders are. sa? as fixed orders, and also requires. that current PEO 5

are converted to fixed orders.

Alt. 6 gives The counties the funding ?hey will need to chcznge the
current PEO’s to fixed orders, The WI Chiid Supporf Enforcement -
Association calculated it would cost on average $65 to convert eoch
case. There are 15,000 cases in Milwaukee County alone: This funding is
imperative for the counties. If we don‘t fund this, it will be another
unfunded state mandate.

We cannot choose Alt, 5, that would leave our PEO orders in place.
The feds have clearly told us on several occasions that we have fo
change or risk losing all our TANF funding.

We also cannot choose Alf, 8, This will provide no funding to the
counties for them to convert these orders.

BY: Cingy



Leglsiatwe Fxscal Bnreau
One East Main, Suite 301 « Madison, WI 53703 « (608) 266:3847 = Fax: (608)267-6873.

May31,2001 . Joint Committee on Finance . . _"_'f'P.é;pé_r #1061

 Use of Percemag&EXpressed Chiid Suppﬁrt Orders in Wlsconsm )
: (DWD -- Child Support) . .

CURRENTLAW T

_ Whenever a court enters a Judgmem of annulmcnt or dworce a Judgment in a patemizy
action, or otherw;se takes action to require child support, the court must direct either one or both.
parents to pay an amount reasonable to fulfill the parental responsibility to provxde for their
rmnor chxldren At present a support Grder in Wlsconsm may be expressed in one of three ways: o

(1) as a percentage of parental mcome o

(2) as a fixed sum; or

(3 as.a combmauon of both by requmng payment of the greater or lesser of ezther a
. percentage of parentai income or of a fixed sum (mixed orders).

In all mstances, __however, a percent_age__standard_ is used as the starting point for. -
determination of child support payment amounts. ‘A court can modify the amounts indicated by
the percentage standards following a finding that strict use of the percentage standard would be
unfair to the child or to any of the parties involved in the support case. The percentage standards
for determining the amount of support due are specified in an administrative rule promulgated by
the Department of Workforce Development (DWD) as follows: 17% of the payer’s gross
(before-tax) income for one child; 25% for two children; 29% for three chﬂdren 31% for four
children; and 34% of the payer’s income for five or more children.
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Federal and State Incentive Payments

The federal government distributes incentive payments to states in order to enco'ur'aﬁgéiénd
reward child support programs that perform in a cost-effective and efficient manner. In
Wisconsin, these funds are distributed to county child support agencies.

. At present, a new incentive systemn is being phased in nationwide. Under the new system,
incentive payments to states will be based on five ‘measures of performance: (1) paternity
establishment; (2) establishment of support orders; (3) collection of carrent child support due; {4
collection of child support arrearages; and (5) cost-effectiveness. The previous system was
based primatily on the ratio ‘of ‘éach state’s support colléctions to administrative costs and the
amount of support collected on behalf of certain public assistance recipients.

The new system is being phased in over three years, beginning in federal fiscal year

(FFY) 2000 (October 1, 1999, through September 30, 2000). As of the time of this writing, the
- federal Department of Health and Human Services (HHS) was in the process of determining -
individual states" allocations of incentive payments based upon their performance during FFY
2000. For this determnination, two-thirds of each state’s allocation will be calculated using
criteria established under the old system, while one third will be determined by applying the new
criteria. DWD expects a final decision regarding Wisconsin's portion of federal incentive
payments to be made in August or September, 2001. For states' performance during FFY 2001,
payments will be based one—thlrd on the old system and two-thirds on the new. For the FFY
2002 allocatmn and for years thereafter, mcentzvc payments Wiﬂ be awa:rded based entireiy on' -
thf: new system o

Unéer current state iaw Wmmnsm prowdes sta{e incentive payments o’ counties to -

B 'supplement federal incentive payments. State law specifies that the combined total of federal =~ -

incentive payments and state supplemental funding cannot exceed $12,340, 000 annually, with
state supplemental payments capped at $5,690, 000 per year. Under this structure, the amount
available for distribution to the counties will fall below $12,340,000 if federal incentive
payments are less than $6,650,000. Conversely, state supplemental payments will be less than
$5,690,000 if federal incentive payments exceed $6 650,000. The state incentive payments are
funded with program revenue from child support ass1gned to the state by certain public
assxstance rec1plents '

GOVERNOR

No provision.
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DISCUSSI()N P()INTS

N umber of Chﬂd Support Orders in Wiseensm

1. Table-1 shows the total number of chiid. support orders in Wisconsin as of April,
2001 "IV-D-cases" are child support recipients who are receiving services from the county child-
support-agency under Title IV-D of the federal Social Security Act. Such services are provided free -
of charge to most public assistance recipients and are available to parents who do not receive public -
assistance for a fee based on the individuals ab;hty to pay "Non IV«D cases are parents who do
net recewe chﬂd support enforcement serwces e

TABLE 1
Totai Number of Child Support Orders in Wzsconsm Lt
As of April 2001 ' '
- Iv.-D  NonlV-D o
Type of Order Cases ~ Cases = Total
© FixedSum  C 128849 “2_4',309_ Coasass
'_ _Percentage~Expressed o 39434 14 919: S 54353
Tota | o153 4216 233752

Source Department of Workforce Deve}gpmem E;_:_:_--_ e

2. As shown in Table 1, there were 233 752 chﬂd support orders in Wxsconsm as of
April, 2(}01 Of these, 191,356 (81.9%) were IV-D cases, while 42 ,216 (18.1%) were non-IV-D
cases. Mest of the IV«D cases unhze ﬁxed -sum orders (128, 849, or 67.3% of the total IV-D
caseioad), __whlie the remaining 62 687 (32.7% of the total IV-D caseload) had percentage~exprcssed
or med ordcrs A roughly similar pattern was found wnb the non-IV-D cases _ '

C3 Wlsconsm is the only state that utilizes percentave—expressed support orders. As
described later in this paper, federal child support funding may be at risk due to the state’s use of
percentage-expressed and mixed child support orders. In determining whéther the state qualifies for
this funding, the federal government examines only IV-D child support cases.

Pércentag'e—EXpm_sséd'Orders: Arguments Pro and Con
Arguments Advanceaf in Favor of PEOs

4 Perceniage—cxpressed orders have the advantage of seif “adjusting the level of |
support as an obligor’s income changes. Thus, if the obligor’s income increases, so do the support

payments.
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_ 5. DWD _hés indicated that PEOs can result in significantly higher child suppor{'i.
payments than fixed orders in cases where payments are regular and there are no interruptions in
employment. Custodial parents and children are the beneficiaries when these circumstances prevail.

B Ailowmg only fixed-sum orders to be entered would remove judges’ ability to select
an opaon that gencraily works well and provides more monetary support for.children when specific
circumstances prevasi_ }ud_ges should -retain maximum flexibility to tailor orders to specific .
Cﬁcumtances e i od RS e S e I

7 PEOS are cos{mafﬁment bec:ause they allow for ad}usnnem‘s in support to take place

without having to arrange a court hearing first. In add;tion they can help separated individuals
avoid expenses for additional court hearings.

_ 8. PEOs serve the interests of victims of domestic abuse particularly well because they
- provide for changes in support without forcing vzcums to p@tentialiy have to confront their abuser in

S the context ofa heanng

Arguments Advanced in Opposmon zo PEOs

9. " According to the Department of Health and Human Services, the use of PEOs does
not allow Wisconsin to provide the complete and reliable data required in order for the state’s
‘automated child support system [kids information data system (KIDS)] to be certified. According
to HHS% audit finding, the use of PEOs prevents Wisconsin from supplying complete data for
current child support collcctlons and coliccuons of amounts m arrears.

10. Accordmg to DWD one problem with arrearages under PEOs is that if no payments L |

e are made, the payee is not entitled to enforcement services until the order can be reconciled agamst S

thg: payer’ s tax return to estabhsh the level of the arrearage,

_ 11 PEOS often do not "self adjust” as antxcxpated For example although W1sccmsm
statutes requn'e empioyers to submit gross income amounts for the obligor with each support "
payment withheld, DWD indicates that only 50% to 60% of employers actually provide that

information. Without that information, it is difficult to ensure that the appropriate level of support
actually is being provided. According to DWD, reconciliations performed on PEOs have found
significant. underpayments Lack of the information also contnbutes to the: problems of misapplied
payments : &nd processing delays. :

12. According to HHS, orders expressed in’ percentage terms would have to be
reconciled at least monthly in order to accurately post child support amounts due and disburse
payments to the appropriate individual within two business days, as requlred by federal law.

13. The circumstances under which PEOs work well -- when payments are regular and
there is no interruption in employment -- frequently do not prevail in cases served by Wisconsin's
IV-D program. At present, IV D cases account for more than four out of every ﬁve child support
cases in the state. ' "
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14. Since Wisconsin is the only state that utilizes PEOs, they have proven very difficult
to enforce in other states. Enforcement of orders across state lines is important, as the federal Office
of Child Support Enforcement estimates that: roughly 30% of all cases nauenwzde involve parties
who reside in different states. R o v

Possible Federal Incentive Payment Losses

15. - As mentioned, HHS has notified the state that the continued use of PEQs will likely
prevent the KIDS system from receiving federal certification. HHS officials have also notified
DWD that the use of percentage-expressed orders may result in reduced federal child support
incentive payments because the use of PEOs does not permit a conclusive determination of total
child support obligations owed in' the state, particularly current support due and arrears due. As a
result, HHS’s Office of Child Support Enforcement cannot tabulate reliable findings regarding
Wisconsin's performance on the two correspondmg indicators that are components of the new
system for distributing incentive payments: current collections performancc level and arrearage
collection performance level. : : :

.o 160 As nof.ed under the new incentive structure, payments to states are based on the
states performance on five measures, as modified by the phase-in schedule for the new incentive
system.  If the federal govérnment is anable to accurately measure Wisconsin's performance on .
individual measures, the incentive payments will be reduced accordingly. For example,
Wisconsin's failure to meet the criteria for two of the five performance indicators identified above
during the current fiscal year (FFY 2001) will result in a loss of two-fifths of the scheduled two-
thirds incentive payment established by the phase-in schedule. The net result is a 26.7% (two-thirds
of two-fifths) reduction in ‘Wisconsin’s incentive payment-for that year. Beginning in FFY 2002 >
when the new mc&ntwe system IS to be fnlly unpiemented the reductwn wﬂl be 4@% annually

17. Table 2 presents DWDS current estimates of federal Chlld support mcentivc
payments to Wlsconsm It also shows what the penalty. from the continued use of PEOs would be,
should the incentive payments materialize as estimated, as well as the level of net incentive
payments and estimated monetary losses to the counties under the assumed federal payment
scenario. Because the new incentive system differs significantly from the former system, it is
difficult to precisely estimate the incentive payment levels and the resulting revenue loss from the
use of PEOs. DWD indicates that actual payments will not be determined until August or
September, 2001, for federal fiscal year 2000
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TABLE 2

Estlmates of Federal Incentwe Payments and Revenue Losses from the
Use of Percentage-Expressed Child Support Orders in Wisconsin

Estimated Full Penalty from*~ “Net Estimated ~~  Estimated

Federal Incentive use of Federal Incentive Loss to

R Earnmgs S PEQs e o Payment o Counties**
: FFYZOOO $’7 551 0{}0 o _.:_$i,6_37-,00(}' v $5 914 Qo0 —$736 000
FFY 2001 .. .9,739,000. . .. -. 3,323,000 . . . 6,416,000 . . --234,000

FFY 2002 12,400,000 . _4960000 ©TH0000 0

o * The }evei Qf estamat@d paymenzs wuhout penalues resulnng frem the use of PEOS
p o+ Amount by whlch net federa% mcentlve payments are below Sé 650 000

Source Dﬁpartment of Workforce Development

18 o DWD S esumates reveal that countzes would stand to lose approx;mateiy $736 000
in federal incentive payments for FFY 2000 and $234;000 for FFY 2001. The couniy ievei 1mpact '
from these losses wouici be felt in state ﬁscai years 9001-62 and 2002-03 respectlvely ' '

Other Possxble Federa} Penalt;es

S -19,* Possxbie ﬁnanczal consequenccs of the use of PEOS extend - beyond the loss of
 federal incentive dollars. If child support. data submitted by a state is determined to be incomplete =
" or unreliablé: or if the  state chﬁd support. enforcement program fails 1o ‘achieve performance
“standards established by the federal Office of Child- Support Enforcement, that state may be
assessed a penalty against its annual temporary assistance for needy families (TANF) block grant,
which currently is $317.5 million in Wisconsin. The TANF block grant funds Wlsconsm W()rks
(W-E) and a number of other pubhc a551stance programs A .

The cmerza against which a state’s performance will be measured for purposes of this
provision are: " (a) paternity ‘establishment; (b) ordei establishiment; and (c¢) current collections
performance. Penalties for noncompliance are 1% to 2% of the TANF block grant for the first
finding; 2% to 3% of the TANF block grant for the second consecutive finding; and at least 3% but
not more than 5% for the third or a subsequent consecutive finding.

20.  Ultimately, rejection of the state’s child support plan by federal officials could result
in the loss of some $63 million in federal child support matching funds plus the entire federal TANF
block grant. The $63 million in child support matching funds is used to support the Bureau of Child
Support in DWD, the KIDS computer system, and county child support enforcement activities.
Loss of monies under either or both of these funding streams represents a worst-case scenarjo and is
a more rernote possibility than the potential loss of federal incentive payments.
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w217 Representatives of the Midwest ‘regional office of the Department of Health and
Human Services have indicated that;, at present, the problem of continued use of PEOs has not
reached the point at-which penalties against Wisconsin’s TANF block grant would be levied. The--‘
Legislative Audit Bureau concurs with thxs assessment. T

Actmns the State Has Taken in Response t(} Pntential Federal Fundmg Losses o

Request af Wawer 10 Ailow Com‘mued Use 0f PEOS

22.  In March, 2001, DWD requested a waiver from federal policy that could penalize
Wisconsin through funding reductions over this state’s continued use of PEOs. In its letter
requesting the waiver, PWD asked that the state be aiiouied to continue utilizing PEOs "in alimited -
fashion,” noting’ that child support payments in cases with percentaoe~expressed orders typically are
higher than in cases that utilize fixed-sum orders so iong as the obhgors payments axe reoular and'
there are no mtermpucns in employment S : '

-' i '.23 In rmd-Apni HHS demed DWDS prop()sai for a waiver.as it was cxpressed in the-
request In its lettar nonfymg DWD of the denial, HHS indicated that states are eligible to receive -
federal incentive payments only if data used to calculate the state’s performance agamst the
established criteria are-complete’ and ‘reliable, and that only suppert orders expressed as a doliar
amount enable Wisconsm to meet these standards ' :

Imnazwes Wzthm DWD

S 24, In a January,, 2001 Adnnmstrators Memorandum DWD estabhshed a goal cf ' '
' reducmg the' proportion of percentage-expressed and mixed orders to less than 10% of the ow:rali

Iv- D caseload by 1ate 20{)1 Curmntly, _about 33% of IV~D cases u‘ahze such orders

25. To heIp achmve the stated goal ef reducmg thc propomon of non- ﬁxed sum e)rders
in the IV-D caseload, DWD established a new policy, outlined in the same Administrator’s
Memorandum, requiring child support agencies and their attorneys to recommend only fixed-sum
amounts in new orders or in orders being revised. - In addition, it directs child support agencies and
their attorneys to use "available opportunities” to convert percentage-expressed or mixed orders to’
fixed-sum orders. These provisions are not binding on the courts that actually enter the support
orders, however, as current law does not explicitly prohibit the use of perceuiage—expressed or
mixed orders nor require that only fixed-sum orders be entered.

Infroduc{zon af Legzs!armn Requzrmg Orders to be Expressed in F zxeduSum Amounts

i 26.-- - With the threat of possxbie redactms n fcderaE incentive ﬁmds loommw because of
the state’s continued use of PEOs, legislation has been introduced that would require all future child
or family support orders to be expressed as a fixed amount. The bill, AB 248/SB106, also provides:
that-a court would not be required to establish a finding of substantial change in circumstances in
order to change the manner of expressing the amotint of child or family support to a fixed sum if the -
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support level is currently specified in percentage or in mixed terms. Current law requires such a
finding prior to making the change. DWD indicates that it will direct child support agencies to
convert existing IV-D percentage-expressed and mixed orders to fixed-sum orders. 1f this legislation
s passed - I _ . _

SR 27. AB 248/SB 106 also would require every child or family support order expressed as
* a fixed sum to provide for an annual adjustment in the support amount, based upon a change in the
payer’s income. The bill would require application to the appropriate family court commissioner in
order for the adjustment to take effect. Either party could apply for the adjustment under the bill’s
provrsxons.

28 o AB 248/SB 106 élsd would eiiminate.thé réQuiremént that thé court .(.)rder the payer.
to- supply a ﬁnanma} disclosure form to the payee and to the county child support agency. and

. require,. mstead the court to Qrder the. payer to furnish copies of his or her most-recently filed state -  ; }

and federal income. tax returns annually to the payee. -This provision is intended. to strearline the -

process of applying for an adjustment in the support amount under the -bill’s provisions. - The: :

financial disclosure form is a relatively long document required to be filed at the t1me of divorce that
contains information over and above that needed to detenmne the appropnateness of an adjustment
inthe support amount. 5 e : e :

" 29.3 If percemage~exprcssed and mzxed orders contmue to. be utxhzed in Wlsconsm ;

federal financial penalties will grow in size as the new system of determining incentive payments,

- continues to be phased in. In addition, reductions in Wisconsin’s TANF block grant and federal .- -

child support matching funds would become more likely. The Committee may wish to incorporate
the_ provisions_of AB 248/88 1(_)6_i1_;t_{:) the budge_t biH. _

Optlons to Pr0v1de Funds to Countms to Offset Reduced Federai Incennve Payments and" o
Assist in the Conversmn of Percentage-Expressed and Mixed Orders to Fixed Sum Orders

_ Razse rhe C‘ap on Sraze Incent:ve Paymenzs

30 Concemed about the potennal Ioss of federal incentive dollars stemmmg from the__-_.
use of PEOs, the Wisconsin Child Support Enforcement Association (WCSEA) has suggested that -
the current cap of $5,690,000 on state incentive payments be raised to a level that would reduce or .
eliminate the possibility that payments to counties could.fall below the $12,340,000 statutory.
maximum. . L e _

31. ... Wisconsin will receive federal incentive payments for FFY 2000 in state fiscal year
2001-02 and federal payments for FFY 2001 in state fiscal year 2002-03. Assuming DWD?%
estimates of federal incentive payments for FFYs 2000 and 2001 to be correct, the cap on state
incentive payments would have to be raised to $6,426,000 in 2001-02 and $5,924,000 in 2002-03 in
order to ensure that counties receive the maximum $12,340,000 in incentive payments during these
years. These numbers represent increases over the current $5,690,000 maximum {)f $736 000 and
$234,000 for state fiscal years 2001-02 and 2002-03, respectively. R -
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: 32 ~"Another option would be to temporarily eliminate the $5,690,000 cap on state
incentive payments. This would provide the greatest assurance to counties that they would receive - '
the full $12,340,000 of funding, even if:the federal incentive payments are Jower than DWDs+
projections-in Table 2. - The estimated cost of this option would be the same as the alternative
outlined in the preceding paragraph. However, the state wouid be obhgated to spend additional *
funds if the federal payments were lower than DWD's estimates. S R

33.  As noted, the current state incentive payments are funded with child support
assigned to the state by public assistance recipients. The child support funds that are not allocated’
for state incentive payments are used to fund the W-2 program and are counted toward the
maintenance-of-effort (MOE) requirement for the TANF program. Therefore, any increase in the
state incentives should be funded with GPR, because it is likely that the TANF MOE requirement
would not be met if additional child support collections were .diverted from the W-2 program.
Failure to meet the mmmenance—ofﬁffort requirement .would result in a dollar-for-dollar reduction
in the TANF block grant and a requirement that the state spend additional funds equal to the
shonfall in the foliowmg year. - :

34. DWD estlmates that the federal incentive payments for FFYs 2002 and 2003
[payable to Wisconsin in state fiscal years 2003- 04 and 2004-05, respectively] will be at levels high
enough to provide §12,340, 000 to counties without adjusting the $5,690,000 cap on state incentive
payments. Based on these estimates, it appears that the cap could be restored to $5,690,000 for state
ﬁscal ye&rs 2003~O4 and thereaftcr wﬁh no threat of funchng Iesses to countles

Convert All Exzsfmg 1 V-D Percenmge Expressed ana' Mixed Orders to' F zxed‘Sum Orders :

35 At ;Brescnt Wisconsm has appmxzmately 62, 70() percentagc»expressed and mixed SRR

support orders in effect that fall into the IV-D classification. As stated earlier, in evaluating states’
performance for purposes of distributing incentive funds according to the established criteria, the
federal government examines only IV-D cases. Therefore, these 62,700 orders are the ones that
would need to be converted to fixed-sum orders if the loss of federal funds is to be averted.

36. Although AB 248/SB 106 would not require the conversion of existing PEOs and
mixed orders, only new orders, DWD’s fiscal note to the bill included an estimate of the cost of
converting the existing IV-D percentage-expressed and mixed orders. ' At an assumed cost of $65
per order, DWD estimates a total cost of $4,316,000 to convert approximately 66,400 IV-D-
percentage-expressed and mixed orders. The 66,400 amount represents the number of such orders
in place as of August, 2000, and differs somewhat from the more recently identified caseload total
of 62, 687. DWD indicates that it used the earlier number in its fiscal note to avoid penalizing
counties that already had mztzated efforts to begm convertmg their percentagemexpressed and mixed
orders. '

37."  Of the total $4,316,000 cost of converting the orders, $2,848,600 would be funded
with the 66% federal match available for most child support enforcement expenchtures State or
local fundmg wouid be needed for the remammg $£ 467 490
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' payments. .

38. - Options: for assisting counties with the $1,467,400 state/local portion of conversion
costs include using state funds to cover the entire cost or requiring that the burden be shared
between counties and the state. If the costs are to be shared, one option might be to divide them -

evenly. -Under this proposal; the $733,700 state portion could be appropriated to DWD, with DWD - '_ .

‘directed to distribute the funds to counties based upon the counties’ respective share of IV-D.. /
percentage-expressed and mixed orders. ST L = : /

AiTEﬁRNL&i?WESTd#iLL e

State Incentave Payments to Countxas _

SRS Temporaniy raise the current cap on state incentive payments from $5,690,000 to _
$6,426,000 in'2001-02 and to' $5,924,000 in 2002-03. PI‘GVidS $’?360€}0 GPR in 2001-02 and
$234,000 GPR in 2002-03to fund the cap increases. : B

| Abternative 1 o GPR

2091-03 FUMD&NG (Change m i s |
5 - Temporanly Ghmmate the current caP Of $S 690 000 on state incentive Payments m ..

- 2001-02 and 2002-03. Create a sum-sufficient GPR appropriation in DWD with estimated fundmg_ :
- of $736,000 GPR in 2001-02 and $234,000. GPR in 2002-03 to pay for the increased incentive

. Atternatlvez o : '. o .'GP._R ISR
|_2001-03 FUNDING (Change to Bill) - $970,000
3. Maintain current law.

Statutory Modlf' cations Re!ated to Percentage—Expressed and Mixed Chli& Support
Orders - . . . o _

4 Adopt the prowsaons of AB 248/88 106 These prows;ons would (a) reqmre all
chﬁd or famﬂy su;aport orders entered after enactment to express the amount of support as a fixed
sum; (b) provide that a court would not be required to establish a finding of substantial change in
circumstances in order to change the manner of expressing the amount of child or family support, to
a fixed sum if the support level is currently specified in percentage or in mixed terms; (¢) require
every child or family support order in which the amount of support is expressed as a fixed sum to
provide for an annual adjustment in the support amount, based upon a change in the payer’s income;
(d) specify that application would have to be made to. the family court commissioner for an
adjustment in the support amount and that either party--not just the payee--could apply; and (e)
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Senator Moore
Representative Huebsch

WORKFORCE DEVELGPMENT—-CHM SUPPORT
PercemagﬁnExpressed Support Orders

.. [LFB Paper #1061} -

Motion:

Move to mcorporate the provisions of LRB 011272, wh;ch relates to-the use of percent,age-
expressed chﬂd suppert oréers o - - :

__Nete

ThiS motmn wouid adopt the prowsmns of LRB 01 12/2 which is a substitute amendment to
2001 Senate Bill 106, relating to the use of percentage-expressed child support orders. The motion
would require all future child support orders to be expressed as a fixed sum (rather than a
percentage of income or the greater or lesser of a fixed sum or a percentage of income) unless the
pafties have stipulated to expressing the amount as a percentage of the payer’s income and the
following conditions are satisfied: (a) the state is not a real party in interest in the action; (b) the
payer is not subject to any other order, in any other action, for the payment of support or
maintenance; and (c) all payment obligations included in the order, other than the annual receipt
and disbursement fee, are expressed as a percentage of the payer’s income.

For existing orders, the motion would provide that a court would not have to make a finding
of substantial change in circumstances in order to change a percentage-expressed or mixed support
order to a fixed sum order.

The motion would require support obligors to notify the payee, within 10 business days, if
the obligor changes employers or if there is substantial change in the obligor’s income, including
receipt of bonus compensation. Under current law, notice must be given to the county child support
agency, but not the payee. Also, current law does not specifically include a reference to bonus
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compensation.’

The motion would eliminate the requirement that the court order the payer to supply a
financial disclosure form to the payee and to the county child support agency and require, instead,
the court to order the payer to furnish copies of his or her most recently filed federal and state
income tax returns annually to the payee. If the court finds that the tax returns have not been
forwarded as required, the court could award costs and reasonable attorney fees to the payee.

The motion would allow support orders to provide for an annual adjustment in the amount to
be paid, based on a change in the payer’s income if the order is: (a) expressed as a fixed sum; and
(b) based on the percentage standard established by DWD. The restriction under (b) does not apply
under current law. Another significant change to current law is that either the payer or payee (rather
than just the payee) couid initiate the annual adjustment. 3

The motion wm’ﬂda also modify current law by specifying that the court or family court
commissioner could direct that all or part of the annual adjustment not take effect until such time as
the court or commissioner directs if: (a) the payee was seeking an adjustment and the payer
establishes that extraordinary circumstances beyond his or her control prevent fulfillment of the
adjusted obligation; (b) the payer was seeking the adjustment and the payee establishes that the
payer voluntarily and unreasonably reduced his or her income below his or her earning capacity; or
(c) the payer was seeking the adjustment and the payee establishes that the adjustment would be
unfair to the child. The motion would also create specific procedures and forms to be used when
parties agree to stipulate to an adjustment under this provision and would permit courts and family
court commissioners to award actual costs and reasonable attorney fees if a party fails to provide
- required mfomlatzonr 1n_a tlme}y manner or umeasoaabiy fails or refuses to sign a stipulation for an:.

annual adgustment
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eliminate the requirement that the court order the payer to supply a financial disclosure form to the
payee and to the county child support agency and require, instead, the court to order the payer to
furnish copies of his or her most recently filed state and federal income tax returns annually to the

payee.
5. Maintain current law.

Funding to Assist Counties in Their Efforts to Convert IV-D Percentage-Expressed

and Mixed Orders

6. Provide $1,467,400 GPR and $2,848,600 FED in 2001-02 to provide assistance to
county child support agencies for the costs of converting percentage-expressed or mixed child
support orders to fixed-sum orders. Require DWD to develop a system to allocate these dollars to
counties based upon the counties’ respective caseload of IV-D percentage-expressed and mixed

orders.
Alternative 8 GPR FED TOTAL
200103 FUNDiNGﬁ(Change o 8ii) $1,467,400 - $2,848,600 54,316,000

7. Provide $733,700 GPR and $1,424,300 FED in 2001-02 to provide assistance to
county child support agencies for the costs of converting percentage-expressed or mixed child

- support orders to fixed-sum orders. Require DWD to develop a system to allocate these dollars to
counties based upon the counties’ respective caseload of IV-D percentage-expressed and mixed

orders. '

GPR FED

Alternative 7
$733,700 $1,424,300 $2,158,000

2001-03 FUNDING (Change 1o Bill)

8. Maintain current law.
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WORKFORCE DEVELOPMENT
Child Support

Bill Agency

LFB Summary Items for Which No Issue Paper Has Been Prepared

Title

Financial Institution Record-Matching Program
Children First Program Administration

S

LFB Summary Item for Introduction as Separate Legislation

Title

“Study of Operating the CR&D System with State Staff
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AGENCY: DOA -~ Land Information

PAPER: #1338

ISSUE: Land Information & Comprehensive Planning Grants
RECOMMENDATION: Alternative 3 (minus sentence “{c)”)

SUMMARY: Personally, I like alternative 1, stick with the
Governor. However, I know many members of 1000 Friends who
actually like the Land Information Board and don't want to
see it eliminated as the Governor proposes. In addition, I
think Welch and Shibilski also support the board and so
they will probably want to move alternative 3.

Alt. 3 is fine, but it would be best to remove part “c¢”.
The reason is that “e¢” it would switch $500,000 for
comprehensive planning grants from GPR to PR. The problem
with that is that the PR revenues may be soft. They're
based on the $1 the Governor would add to the recording
fee. There is concern that the down turn in the economy
will drive those revenues lower than the Governor
estimated. This could erode the $500,000 if it comes from
that program revenue. If we keep it in GPR, we're assured
of the money. However, if Rep. Gard and/or Sen. Decker
_really want this Si mllllon GPR - then you ll just have to
) go w1th that 8 : o : :

BY: Barry



244 Leglslatlve Flscal Bureau S ]
il OneEast Main, Suite 301 - Madison, WI 53703 - (608) 266-3847 - Fax: (608)267-6873 .

MaySl 2601'_ . Joint Cdfmrﬁ_ttée:en?ihaﬁcé. R :Papef 4138 i
Land Informat:cm and Comprehenswe Planmng Grants
| “(DOA -- Land Information) - SRS

[LFB 200103 Budger Summary: age 62,1 and Pge 64, 42]

CURRENT LAW |
The Depanment of Admlmstranon (DOA) has estabhshed an Ofﬁce of Land Informanon
Services (OLIS) in: the Division of Housmg and Intergovernmenta} Relauons to advise state and

local govemments on matters reIatmg to-land use, the'’ dcveiopment of mfermamon land and -
geographac systems, &nd strategies for land records’ modermzation and systems mtegratzon ‘The

Office is responsxb}e for pmwdmg staff and other: support to" both ‘the . Wisconsin~ Land

" Information Board and the Wisconsin Land Coancﬂ and for overseeing the statewide activities of =

municipal boundary review and plat review. The Office has base level administrative funding of
$1 6_33 SGO PR and $154 100 GPR and is authonzed 15.5 PR and 3.0 GPR posmons

The Land Information Board is “attached admzmstratzvely to DOA and ‘directs and’
supervises the implementation of the Wisconsin land information ) program under s, 16.967 of the
statutes. The Board has 15 members; mch;dmg the Secretaries (or their des1gnees) of DOA
DATCP, DNR, DOR and DOT. The Board is gcnarally respans;ibie for (1) preparing gmdehnes
to coordinate the modernization ‘of land records; (2) administering a land information project
grant program for counties; (3) reviewing for approval county-wide plans for land records.
modernization; (4) maintaining and distributing an inventory of Tand information available in the
state; (5) serving as a clearinghouse for access to land information; (6) providing technical
assistance to those state and local governmental units with land information responsibilities; and
(7) conducting soil surveys and soil mapping activities. However, it is DOA (rather than the
Board) that currently has the statutory authority to develop and maintain geographic information
systems (GIS) for the use of governmental and nongovernmental entities, - :
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The Board’s administrative and grant program appropriations are funded from 2 portion
of recording fees collected by county registers of deeds. Under current law, $6 of the '$10
collected by a county register of deeds for recording the first page of a legal document is
forwarded to the Board, unless the county has a land information office, in which case the county
may retain an additional $4 to support the office and transfer only $2 to the Board. Currently, all
counties have a land information office and retain the $4, so $2 of the total $10 filing fee is the
amount that is currently forwarded by county registers of deeds to the Board. ~The monies -
received by the Board are first credited to support its budgeted general program operations costs.
Following this allocation, the remaining revenues are credited next to support a soil survey and
soil mapping initiative ($415,000 PR annually) authorized under 1999 Wisconsin Act 9 and then
to an aids to counties appropriation that supports grants to counties for land information projects
($1,384,000 PR annually).

A separate, 16-member Wisconsin Land Council is also attached administratively to

'DOA and is charged with: (1) facilitating local land use planning efforts; (2) identifying state

~ land use goals; (3) identifying areas of conflict between state statutes and local ordinances on

land use issues; (4) recommending legislation; and (5) approving or disapproving proposed

- comprehensive planning grants to local units of government. The Secretaries (or their designees)
of DOA DATCP, Commerce DNR, DOR and DOT all sit on the Council. - The Council is
currently funded by direct assessments of the six state agenc;es represented on the Council. '

The Land Informatlen Board thc: Land Ceuncﬂ thexr supportmﬂ a@proprlatzons all of

thezr powers and dutxes t:he coumy register of deeds recordmg fee transfer to the state (for the_ R
Board) and the state agency assessment mechamsm (fcr the Council) are ail schcduled to sunset, o
effective September 1, 2003. After that date, only those land information support activities .
expressiy assxﬂnf:d as ongomg DOA responsmﬂitzes would remain m force {such as operatlon of i

the GIS function)

The state also awards comprehensive planning grants to local units of government to
encourage "smart growth" planning. The grants may be used to finance the costs of local
planning activities, the purchase of computerized planning data, or planning software or
hardware required to utilize that data or software. Base level funding of $1,500,000 GPR

“annually is available to support the costs of comprehensive planning grants. [A separate
appropriation funded at $1,000,000 SEG annually from the transportation fund is also available
for transportation related planning grants.] Included in the OLIS administrative base budget is
$50,000 GPR annualiy to support 1.0 FTE ad:rmnzstratwe position associated with the
comprehenszve p}annm grant program. :

GOVERNOR

Make the following changes relating to land information and planning:
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dmmediate Repeal of the Land Information Board. Abolish the Land Information .B'oard:- o

and transfer its functjons, assets and liabilities, tangible personal property, contracts, ruies and. o
orders and anypendmg matters .o DOA. e _ LR R T

Certam Larzd Infarmarzon Board Responszbzlmes Assumed by DOA Sh1ft the Board s__:: B

responszb;hties to direct and supervise the land mformai:;on program and .serve as the state-
clearinghouse for access to land information to DOA. Require the Department to: (1). provide
technical assistance to state and local agencies with land information responsibilities; (2) -
maintain and. distribute an inventory. of land-information; land records. andland information
systems available for the state; (3) prepare guidelines to coordinate land records modernization:.
(4) review. county project applications for the: development of land information. systems, the:
preparation of parcel property maps and systems integration -activities; and (5) provide the
Wisconsin Land Council with an annual statement of the Department’s proposed expenditures
relating to land information programs and aids to counties. -Authorize DOA to provxdc technical

assistance to counties and provide educational seminars, courses and conferences relating to land

information. - The-current law-ability of the Board to assess fees sufficient to fund' these aCiWitlBS
would not be retamed when tbese responszbzhtzes are. transferred to the Department ELEE

_ Require DATCP Comm&:rcet QHFS Hlsiomcai Socaety, DNR PSC Revanue DOT
Tounsm and the UW Systém Board of Regents to submit to the Department on-a biennial basis . -
(on March 31 of even-numbered years) a biennial plan for the integration of land information to
enable such mnformation to be readily transferable, retrievable, and geographically referenced for

use by any state agency, local unit of ‘government; or public utility. - DOA’ would be removed'*
from the current law list of agencies subject to this reporting reqmrement R L

a Authmnze the Departmant to assume the Boards responszbﬂmes to make grarxts io i
countms for projects designed to’ promote the deveiopment of land information systems, the =

preparation of. parcel property maps -and ‘systems integration activities. ‘Such grants could not’

exceed $100,000 and no more than one grant could be made per county board. The grants wouid'- S

be funded from county land record recordmg fees Ehat are renutted to the state,”

Wzsconsm Land Counczl Rezamed Deiete the schedaled September 1 2003 sunset Of -
the _Wxsconsm Land Council. . Delete the current law function of the. Counci! to study the-
development of a computer~based land information system and provide it with the following new
functions: (1) establish a land information working group (comprised of the State Cartographer, a
representative of the UW-System with expertise in land information issues and any other land
information experts designated by the Chair of the Council); (2) review land information grant”
applications that are made by county boards and make recommendations on their approval; and
(3) review proposed expenditures to be made to finance planning activities related to the
transportation elements of comprehensive plans and make recommendations on their approval to
the Department

Speczfy that the new land mformatzon working group would be requ;red to study and-
recornmend land information standards to the Council and to DOA, advise the Council and DOA
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ona Wisconsin land information system and on coordination of state and local land information,
" and review county land records modernization plans and make recommendations on approval to

the Council and to DOA. The Council would continue its current law functions to: (1) identify -

and recommend to the Governor land use goals and priorat;e,s, (2) 1dentzfy and study areas of
conflict ifi 'the state’s land use ‘statutes; (3) identify procedures for facxhtatmg land use planning

efforts; and (4) gather and analyze information about 1anc¥ use actmt}es mn W;sconsm of the'

federa} government and Nat;ve Amerlcan governmcnts

Adci thrce new mambers 1o the current 16~member Councﬂ The new members would ’be-'

a representauve from a public utility, a representative from a professional land information

agency and an individual nominated by astatewide association whose purpeses mciude sup;)ort

ofa network of statew:de land mformatmn systems

County Land Record Recordmg Fee Increase Dclete the current. iaw provision that -on

Septembcr 1, 2003, the fee for recording or filing the first page of a document with the county.
register of deeds is reduced from $10:10.$8 and provide for a permanent increase of $1 to $11-for .
the first page. Under thf: ‘proposed change, counties-would retain the additional $1 collected and - =
$2 would continue to be remitted to the state. Based on 1999-00 land records fee collections, it
is antzmpated that thiS change wouid yleld an addztlonai $1 310 900 annuaﬂy in revenues to

COEI}TSIGS

Land Infomarzon Approprzatlons and Pasztwn Modzf canons vaidf: net additional-
) expenchture authority of- $239,500. PR. annually, funded from county land record fees, and revise.

the appropnatlons structure for land information functxons under DOA, as follows: ==

i Retztie the current land mformation PR -annual genaral ‘program operauons_._'.
'a@proprxatmm as a mixed purpose land information. and proposed incorporations and annexations .
PR continuing appropriation and provide $2,113,000 PR annually and 6.0 PR- positions. - The
new appropriation would ~support -all of the following - activities: ‘(1) the general program-
operations of the Office of Land Information Services ($438,000 PR annually and 4.0 PR’

positions); (2) GIS staff (S136 500 PR and 2.0 PR positions shifted from DOA’
telecommunications ‘and -data processing function); {3) soil survey and mapping acuvmﬁs

($415,000 PR annually); (4)'a coniputer-based land information system ($623,500 PR annuaily) '

and (5) base budget and strategxc piannmg grants to countles (3500 OOO PR annualiy)

. vazdc $50() 00@ PR annually in a new PR annual appropnatzon to support

ompmh&nszve planning grants to Iocal units af government.

LI Delete the current sozl surveys and mapping apprepnat;on ($415 OGO PR

annually) and the current appropriation that funds grants to counties (-$1,384,000 PR annaaliy)

Wisconsin Land Council Funding. Delete the current Wisconsin Land Counczl
appropriation and shift $287,300 PR in 2001-02 and $219,000 PR:in 2002-03 and 1.0 PR
position from it to-a new soil surveys and mapping and Wisconsin Land Council appropriation;
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however, no actual soil survey and mapping activities would actually be funded from this
appropriation.. This appropriation would be funded entlre}y from assessments apphed agamst""
DATCP, Commerce, DNR, DOT, POA and DOR. . s s .

DISCUSSION POIVTS

s ’I‘he Tast several biennial budgets have centamed mmatwes t:o make s;gmﬁcant_ ._
chan ges 10 the 1and mformatmn functzons in DOA '

o In the 1997 99 bzenma} budget, the Governor recommended repeahng the Land':
Information Board and shiftmg its duties and responsxbzhtles to DOA. However, the Board was
ultlmateiy retained as a separate entity and a Wisconsin Land Council was also created to provzde
technical and pohcy direction to the land mfonnatmn funcuon A sunset of September 1,2003, was
established for both bod;es In a separate review of the Land Infemanon Board by the Office of the
Lleutenant Governor a sunset date of September 1, 20{)1 was proposed for that body, but t}ns_
earher date was not agreed to by the Legaslature P

' 'c" o the 1999-01 biennial budget the Governor reeonnnended authonzmg DOA rather
than the Land Informatiom Board to develop and maintain a computer-based land information
system and to conduct soil testing and mapping activities. The Legislature chose to eliminate
DOA’s s express authonty to deveiop and maintain a computer—based land -information system, .
deleted fundmg for the System and authonzed the Board to undertake soil surveymg and mapping

activities. The Legislature also extended the sunset date for the Board (but not the Wisconsin Land =
Council) until September 1, 2005 ‘The Govemor subsequently vetoed thJs extensmn, zhereby_ L

_ Ieavmg the cunrent September 1 2003 senset date n plaee

o 2 | Dunng pubhc hearmgs thiat w were held on these earher proposais a number of locai o

officials stated their views that the elimination of the Board and the transfer of its ‘functions to the
Department would cause land information issues to lose an independent and balanced multimember
body designed to address such matters. There was also some concern expressed that land
information issues of i importance to local governments would generaliy not be as well addressed by
DOA due 1o the "state" focus of that agency and the Ioss of local representation that the Board.
prowdes :

3. The 1999-01 initiative to transfer the authority to develop a computer*based land
information system in DOA generated concerns that the Governor's proposal was béing advanced
before the Land Council’s technical group had made its statutorily required recommendations on the
development and 1mplementat10n of such a system. Furthermore, this Commlttee also received
testimony at that time questioning whether county land records ﬁiing fees should be d}veﬁed to fund
a computer-based land information system where the use of such funds had not yet been approved :
by the Land Information Board : '

4. The Governor’s current propesal is being adv anced as an effort to streamline the
current land information and land record modernization function within DOA. The Department
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would assume a greater role in the direct administration of land information programs as a result of -
the elimination of the Land Information Board..*DOA would have ‘overall responsibility for the
development of a computer-based land information system and would have access 1o technical and
policy expertise from a modified Wisconsin Land Council, which would be made even more
representative by the addition of land information professionals and public utilities interests. .

3. The Governor’s current proposal appears to have taken into consideration a number
of the types of concerns that ‘were raised with respect to these earher initiatives. For example, the
Governor’s current proposal retains and expands the duties of the current Wisconsin Land Council.
Retention of the modified Land Council would appear to ensure that an ongoing representation of a
varaety of land mforrnatmn~related vzewpomts would be available fo the Departmeni Further,
grantmg ‘counties the authonty to collect and retain an addxtxona} $1 for the first page of each
document filed wou}d appear | 10 allay some of the concerns about dwcrtmg recordmg fee revenues
recezvcd by the state wa prcposed new computer-based Iand mformatwn system The ammmts_' '
received by the state under current iaw are used ﬁrst o suppori Board operauons and the balance is.

made available to counties in the form of grants. Under the Governor’s proposal, even though i :
funding that would normally be made available for county grants is being diverted to a proposed =

land information system (among other purposes), counties would hke}y be made whole by the
retention of the addlnonai $1 fee prowded uncier the bﬂl -

el i the Comnnttee chooses to support the Govemors cm'rent land mfonnatmnf_ -
mmatwe it may nonethele:ss ‘wish to make modlﬁcatwns to the revised appropriations structure

bemg proposed for land mformatlon acnvmcs Under the Govemors reconnncndanons new - o i
appropriations are bemg created that mergc state” operatwns expend;tures thh Iocal assistance .

expencimlres State operations appropmauons fund direct expenditures by state agencws for such'

" expenses as employee salaries, fringe benf:ﬁts, supplies, contractual services, debt service and ~ -
' 'permanent property to caﬁy out state p:fegrams ‘Local assistance appropnatmns fund payments to

local units of govemment and schml districts in the state and mclude payments assocza{ed with state
programs adnnmstcred by lecal umts of govemment

1 ”I‘hese appropnatxon cateoonzauens are ;mporiant ta the Legzslamre executwe 3
branch p()hcymakers and audit staffs in momtonng the allocation of state financial resources among
theseé broad public purposes. The merger of appropriation types, as is being recommended by the
Governor for the land information programs, would blur the distinctions between appropriations
based on expenditure type and would impair the ability of the Legislature and others to accurately
momtor the ailocation of ﬁnancxal resources by major expendzmre purpose...

'8, This situation would occur with the new s. 20. 505(1)Gie) appropnation for land
information general program operanons The appropmatlon funded at’ $2,113,000 PR ammally_
under the bill mclucies $1,613,000 PR reated to state operanons expenditures and also includes
$500,000 PR annuaily for county grants. If the ‘Committee concludes that it is more desirable to h
retain the Legislature’s ability to monitor the allocation of financial resources by traditional broad
expenditure category than it is to merge disparate appropriation types, it could modify the
Govemors reconunendauon by creating two separate appropriations that parallel the current law.
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. _
appropriation structure fer land mformaﬁon activities. .

9. Under this scenario, a PR annuai generai program operatzons appropnatmn Would bc_
estabhshed for Jand information and proposed incorporations and annexations . general program

operations functions [funded at $1,613,000 PR annually] and a PR continuing aids to counties
appropriation would be established to support-county land information grants.[funded at $500,000

PR annually]. This modification would separate state operations and local aids appropriations and
would enhance the Legislature’s ability to oversee land mfcrmaﬂon genera.l program operatzons by

creating an annaai appropnatwn for those functions. -

10‘ - Whﬂe the Govcmor S current Iand mformamon proposal appears to address a number v

of concerns that were raised when earlier land information initiatives were advanced, the following
observations may be made:

. In discussions with .various groups .with .an -interest in land information

modernization in the state, there does not yet appear to be a consensus with respect to how the land -

information and land records modemizauon function at the state }evei shou}d be orcramzed

. A current Iaw reqmrement [s 16. 023(2) of the stamtes} dz,rects the Wlsconsm Land.'
Councﬂ to complete a report containing an evaluation of its functions and activities. This report

must also address whether the Council should .continue to exist beyond September 1, 2003, and

whether any structural modifications shouid be made to the Council's functions or 1o the state's land.

use programs generally. This report must be subrmtted to the Governor and to the Legxslaturc by
September12002 : c e e

: ... A May, 1999 report of the Wzsconsm Land Councﬁs techmcai workmg group
recommended that when a computer—based land information system is implemented in the state, it

should be under the general control of the Land Information Board. -

. A recent ‘Board stuciy of the status of land record moéenuzation actwity in
Wisconsin found that although the development of a computer-based land information system

remains a high priority, problems remained with respect to data standards, the degree of county
records automation and the relative inactivity of state agencies in preparing land information data
under their control for inclusion in the system. These concerns raise questmns about how quickly
such a system can be implemented. : SRR

1. As a result of these considerations, the Committee may conclude that it would be

preferable to defer repealing the Land Information Board and modifying the Wisconsin Land
Council at this time and wait until the Governor and the Legislature have had the opportunity to
consider the Wisconsin Land Council's September 1, 2002, statutorily requxred report and
recommendations for changes in the state's land use programs generally.

12. The Committee may also conclude that it may be premature at this time to proceed

with the development of the computer-based land information system in advance of the Council's
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addition, the $623,500 PR annually recommended in the budget for funding master lease costs

%ystem S requlred matenais and servaces

recormnendat;on by deleting the repeal of the Land Information Board and modifications to the
Wisconsin Land: Council -and providing ‘a separate land information general program operations
- annual appropriation funded at $989,500 PR annually from county land records revenues for: (a) the
general program operations of the Office of Land Information Services ($438,000 PR annually and
4.0 PR positions); (b) GIS staff ($136,500 PR and 2.0 PR positions); (c) soil survey and mapping

expenses.

©.14. The $623 500 PR annuaﬂy budgeted for the computer-based land information
system could be reallocated to use $500,000 PR to supplement the $500,000 PR already provided

planning grants could then offset $500,000 GPR annually of the $1,500,000 GPR annually of base
Jevél funding for these planmng grants. Under this alternative, the total amount of comprehensive
plarining’ grants provided flom both GPR and PR sources under the bill would remain the same
[$2,000,000 annually]; however, the source of funding would shift from $1, 500 GOO GPR!SSGO DDO'
PR under the bﬂl to $1 000 (}00 GPR!$1 GOO 0()0 PR under thxs alternanve

15, ' In addmon, from the remammg funds that were budgeteci under the bill for the'
computer-based land information system, $24,700 PR annually would be used to convert 0.5 FTE

L, “of the 1.0 GPR posmon associated. with comprehenswc planning grant administrative support from '
GPR to PR funding. The net remaimng amounts from-the amounts budgeted for the computer--

based land information system ($98,800 PR annually) would be added to the $500,000 PR already
provided under the bill for grants to counties. The grants to counties appropriation [funded at
$598,800 PR annually under the aiternanve] would be created as a separate PR contmumg
appropnatzon o :

16 The current Wisconsin Land Council appropriation and associated funding of
$287.300 PR in 2001-02 and $219,000 PR in 2002-03 and 1.0 PR position would also be retained
under this alternative. The Govemor’s modifications to the county records fees would also be
retained.

ALTERNATIV ES TO BILL

1. Approve the Govemor S recomandauon
2. . Modify the Govemor’s recommendation by: (a) establishing a PR annual general

program operations appropriation for land information and proposed incorporations and annexations
general program operations functions [funded at $1,613,000 PR annually]; and (b) establishing a PR
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_ September 1, 2@02, report and in light of some of the data and related problems cited above. In

associated with ‘the proposed system does not appea: to be tied to any detaxled budget of the

".13 Censequcnﬂy, as an alternauve the~ Commmee could mochfy the Governors-

activities ($415,000 PR annually); and (d) any incidental proposed mcorporauons and annexations

under the bill for comprehensive planning grants. This additional PR funding for comprehensive -




o
continuing aids to counties appropriation would be established to support county land information
grants [funded at $500,000 PR annually].

3. Modify the Governor's recommendation by: (a) deleting the repeal of the Land
Information Board and modifications to the Wisconsin Land Council; (b) providing a separate land
information general program operations annual appropriation funded at $989,500 PR annually from
county land records revenues; (c) reallocating $500,000 PR annually and deleting $500,000 GPR
annually for comprehensive planning grants; (d) reallocating $24,700 PR annually to convert from
GPR funding to PR funding 0.5 FTE position associated with comprehensive planning grants
administrative support; (e) reallocating $98,800 PR annually to provide total funding of $598,800
PR annually for grants to counties under a separate PR continuing appropriation; and (f) retaining
the current Wisconsin Land Council appropriation. '

Alternative 3 GPR PR TOTAL
2001-03 FUNDING (Change to Bill} -~ 51,049,400 $0 - $1,048,400
2002-03 POSITIONS (Change to Bill) - 0.50 0.50 0.00
4, Maintain current law.
Alternative 4 PR
2001-03 FUNDING (Change 1o Bill} - $479,0600

Prepared by: Tony Mason
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Senator Shibilski
Senator Welch

ADMINISTRATION — LAND INFORMATION
Land Inforiﬁz_ition and Comprehensive Pl_anni_r.l.g Grants

[LFB .Pdper# 138 Substitute Alternative] -

Motion:

Move to modify the Governor's recommendations as follows:

1.-+ Delete the repeaiﬂ of the Land Information' Board and the modifications to the
Wisconsin Land Council and retain the current powers, duties and composition of these two

entities;

2. Extend the current law September 1, 2003 sunset date for the Land Informatmn
Board and the Wisconsm Land Councﬂ untﬂ September 1 2007

3. Require the Land Information Board to establish rules governing the creation and

- maintenance of the Wisconsin Land Information System and. require the Department of ©

Administration to contract for the operation of this system :

4. Retain the Governor's recommendations with respect to the treatment of fees
collected by county registers of deeds for recording or filing the first page of a document [the
Governor would delete the scheduled September 1, 2003, $2 decrease in that portion of the fee
that is collected and remitted to the state and would also provide for a permanent $1 increase in
the total amount of the fee, which would be retained by the county] but newly stipulate that
counties be required to use this additional $1 amount retained by them to develop and maintain
computerized indexing of their land information records related to housing, including the
housing and land use element of a comprehensive plan, in a manner that would allow for greater
public access via the Internet;

5. Modify the Governor's recommendation for the annual funding aliocations provided
from the 52 fee collected by counties and remitted to the state, as indicated in the following table:
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- Revised Annual Allocation of Land Information Funding

(PR Funding)
Governor’s Allocation Under

Funding Purpose Recommendation This. Motion
Comprehensive Pianmng Grants $SOO OGO - $300,000
Annual Grants to Counties” 230,000 154,600
Strategic Initiative Grants to Counties” 270,000 181,500
GIS Staff Support” 136,500 136,500
Soil Surveys and Mapping® - T - 418,000° 415,000
Land Information Board Adrmmstranve Costs 438,000 238,000
Wisconsin Land Information System® 623,500 623,500
Housing Assessments Grants {o Counties” S 563,900
Total $2,613,000 $2,613,000

Includeci under a separate PR annual Comgréﬁéﬁsiée Planning Grants appropriation.
®Included under a separate PR continuing Land Information Aids to Counties appropriation.

Inciuﬁed under a separate PR annual Land Information Board general program operations. approprlanon
_“Included under a separate PR annual Soil Surveys and Mapping appropnatzon

6. .. As part of these reallocations: {a) specify that housing assessment grants to counties

wouid be for the purpose of suppomng technologxcal developments and improvements for
providing Internet-accessible housing assessment and sales data; and (b) delete 2.0 PR positions

in DOA’s Office of Land Information Ser\uccs that provx,de Land Information Board staff
____suppczrt S o _

[Change to B111 2.0 PR posmons]

i
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Senator Burke

" ADMINISTRATION = LAND INFORMATION
S_t_ibrh_ié'sion to Land Tnformation Board of Smart Growth Data Sets for Comprehensive Planning

[LFB PaPer #138] "

Motion:

Move to modify the current law requirement that biennially by March 31 of each even-
numbered year, the Departments of Administration; Agriculture Trade and Consumer Protection;
Commerce; Health and Family Services; Natural Resources; Tourism; Revenue; and
Transportation, the Board of Regents of the University of Wisconsin System, the Public Service
Commission and the Board of Curators of the Historical Society submit a plan to the Land
Information Board to integrate land information in such a manner as to be readily translatable,
retrievable and geographically referenced for use by any state, local governmental unit or public
utility, by newly specifying that:

I. The listed agencies submit information that is needed by local units of government to
complete comprehensive plans containing the planning elements prescribed under s, 66.1001 of the
-statutes; AT T

2. The Land Information Board integrate this information in conjunction with land

information data needs:

3. The information be readily translatable, retrievable and geographically referenced for
use by members of the public;

4. The information be submitted annually rather than biennially to the Land Information
Board; and

5. The Land Information Board make this information accessible by May 31, 2002.

Note:

Under current law, comprehensive plans developed my local units of government must
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include all of the following elements: (1) issues and opportunities; (2) housing; (3) transportation;
(4) utilities and community facilities; (5) agricultural, natural and cultural resources; (6)
economic development; (7) intergovernmental cooperation; (8) land use; and (9) implementation.
Beginning on January 1, 2010, any program or action of a local government unit that affects land
use must be consistent with the local governmental unit’s comprehensive plan

This motion. . would require 11 state agencies to submit annual. plans to the Land
Informatzon Board to integrate data maintained by them in such a fashion that the information
relating to the completion of comprehensive plans would be readily translatable, retrievable and
[=)

geographically referenced for use by any state, local governmental unit, public utility or member of
the public.
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