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Wisconsin Economic Development Corporation
2015/17 Biennial Budget
5. Streamlined Reporting and Governance Reform

The Wisconsin Economic Development Corporation (WEDC) recommends amending WEDC’s governing
statute to align our annual report to the Legislature with our fiscal year, allow for the delegation of
board authority to committees, and change the hiring of executive level positions at the discretion of
the Board of Directors.

Background

Delegation of Authority to WEDC Board Committees

Since its inception, WEDC’s Board of Directors has sought to enhance its corporate governance by
leveraging WEDC's Board of Directors expertise in the business community. WEDC largely does this
through the use of its committee structure, which currently includes committees on Compensation and
Benefits, Audit, Awards Administration, Contracts, and Policy. These committees involve countless
volunteer hours from business leaders, professors, and retired bankers. Yet under current statute, these
volunteer committee members have no voting authority. In order to empower committees to act with
the full consent and delegation of the board, committee members need to be able to act in the capacity
with which the board has charged them.

Streamlining Reporting Requirements

1. WEDC establishes its Operations Plan and Budget based on a July 1 —June 30 fiscal year
calendar, consistent with the timeline by which the Legislature allocates funds. Once the plan is
drafted, it is presented to the Board of Directors for review and approval. Current statute
requires WEDC to submit an Economic Development Planning Report on January 1% of each
year, covering operations for the forthcoming calendar year. This means that every year, the
legislature is requiring a report that can only reasonably cover half the year. In order to
maximize the value of our reporting to the legislature, it is essential that the requrrement
change to align with our fiscal year.

2. Wis. Stat. §238.26 requires WEDC to submit, no later than September 30 of even number years,
a report to the State of Wisconsin Investment Board (SWIB), a report describing the types of
investments in businesses that will have the greatest likelihood of enhancing economic
development. This provision dates back to 1985 Act 53, the main purpaose of which is to require
SWIB to submit its report on its plan for making investments in the state. In doing so, SWIB is to
consider the recommendations of WEDC (Department of Development at the time). WEDC
actively communicates, on a frequent and consistent basis, with SWIB on investments, allowing
both entities to be able to adjust to the dynamic nature of the startup community and respond
to economic development opportunities in a far timelier manner. Furthermore, WEDC also
provides similar information through its annual Qualified New Business Venture (QNBV) report.



3. Wis. Stat. §238.125 requires WEDC to “monitor compliance with the position-opening
notification requirements under ss. 66.1103 (6m) and 106.16.” This provision dates back to
1987 Act 27, and appears to be a carry-over from the Department of Commerce responsibilities
to WEDC. This provision creates duplicative oversight, as both §§ 66.1103(6m) and 106.16
require position notifications be submitted to the Department of Workforce Development and
the local workforce development board. in addition to being duplicative, complying with this
monitoring requirement creates an administrative burden on limited state resources without a
meaningful benefit to taxpayers. There is no automated mechanism for companies or agencies
to submit these notifications to WEDC, or a means for WEDC to enforce this requirement.

Appointment of WEDC Officers

in WEDC's July 23", 2013 board meeting, the board unanimously passed a resolution to reaffirm the
board’s statutory authority to hire and fire WEDC’s COO, CFOQ, and other executive positions, and
extending this authority to include the hiring and firing of the CEQ. This also includes determining the
qualifications, duties, and compensation of each of these positions. In addition, it affirms that the
Governor would treat the CEO as if he or she were the secretary of the department in the executive
branch of state government appointed by the Governor. In order to make permanent this change, it is
important to codify it in statute so it is part of WEDC’s governing statute.

In the 2013-14 legislative session, SB 385/AB 510 proposed the most of the reforms being suggested in
this issue paper. The legislation, co-sponsored by all four of WEDC'’s legislative board members, was
passed by the Senate, but was not heard in the Assembly before the session ended.

Recommendation

Delegation of Authority to WEDC Board Committee

WEDC recommends allowing the board to delegate any power or duty to a committee created by the
board. Wis. Stats. §238.02 (4) (a) should be revised to read:

All powers and duties assigned to the corporation under this chapter . /
shall be exercised or carried out by the board, unless the board 4
delegates the power or duty to an employee of the corporation or a

committee established by the board, except that an employee may not

exercise any power or duty under par. (b).

Streamlining Reporting Requirements

1. WEDC recommends revising Chapter 238 so that WEDC'’s annual report covers fiscal years
instead of calendar years and to align the annual report on the current fiscal with WEDC’s
report on the previous fiscal year under Wis. Stat. §238.07(2).

To this end, Wis. Stat. §238.07(1) should be amended to read:



Annually, by October 1January-1, the board shall submit to the chief
clerk of each house of the legislature, for distribution to the
legislature under s. 13.172 (2), a report identifying the economic
development projects that the board intends to develop and
implement during the current fiscal ealendar year.

2. WEDC recommends eliminating Wis. Stat. §238.26, “Report to investment /
board” in its entirety.

3. WEDC recommends eliminating Wis. Stat. §238.125, “Notification of position /
openings; compliance” in its entirety.

Appointment of WEDC Officers
WEDC recommends revising and renumbering §238.02 as follows:
238.02 Creation and organization of corporation.

(1) There is created an authority, which is a public body corporate and politic, to be known as
the "Wisconsin Economic Development Corporation.” The members of the board shall consist of
the governor, who shall serve as chairperson of the boavrd, and 6 members nominated by the
governor, and with the advice and consent of the senate appointed, to serve at the pleasure of
the governor; 3 members appointed by the speaker of the assembly, consisting of one majority
and one minority party representative to the assembly, appointed as are the members of
standing committees in the assembly, and one person employed in the private sector, to serve
at the speaker's pleasure; and 3 members appointed by the senate majority leader, consisting of
one majority and one minority party senator, appointed as are members of standing
committees in the senate, and one person employed in the private sector, to serve at the
majority leader's pleasure. The secretary of administration and the secretary of revenue shall
also serve on the board as nonvoting members.

(2) A majority of the voting members of the board constitutes a quorum for the purpose of
conducting its business and exercising its powers and for all other purposes, notwithstanding
the existence of any vacancies. Action may be taken by the board upon a vote of a majority of
the voting members present.

gevernor The board shall hire a chlef executive officer, who shaII serve as the

corporation’s head administrator, a chief operating officer, and a chief financial /
officer, all of whom shall serve at the pleasure of the board and receive such
compensation gs may be determined by the board.




{3) (4) The board may delegate to the chief executive officer any powers and duties the board
considers proper. The chief executive officer shall receive such compensation as may be
determined by the board.

-(5) The governor shall coordinate with the chief executive officer as if the chief executive officer /
is the secretary of a department in the executive branch of state government who is appointed
by the governor

{4}(6) All powers and duties assigned to the corporation under this chapter shall be exercised
or carried out by the board, unless the board delegates the power or duty to an employee of the
corporation.
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Analysis by the Legislative Reference Bureau

.___This bill makes several changes to the laws governing the operation of
isconsin Econiomiic Development Corporation (W ED%cludlng the following:
Under current law, any power or duty assigned by law to WEDC is to be
exercised by the board of WEDC (board), unless the board delegates the power or
duty to a WEDC employee. The bill further authorizes the board to delegate any
power or duty to a committee created by the board.

Also under current law, the governor appoints the chief executive officer of
WEDC with the advice and consent of the senate, and the chief executive officer
serves at the pleasure of the governor. Under the bill, the board, not the governor,
is required to hire the chief executive officer of WEDC. The bill also requires the
board to hire a chief operating officer and a chief financial officer for WEDC. Under
the bill, the chief executive officer, chief operating officer, and chief financial officer
all serve at the pleasure of the board. The bill requires the governor to treat the chief
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executive officer of WEDC as if he or she were the secretary of a department in the

executive branch of state government appointed by the governor.
= -

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

1 | SECTION 1. 238.02 (3) of the statutes is repealed.

2 SECTION 2. 238.02 (4) of the statutes is renumbered 238.02 (4) (a) and amended
3 to read:

4 238.02 (4) (a) All powers and duties assigned to the corporation under this
5 chapter shall be exercised or carried out by the boérd, unless the board delegates the

6 power or duty to an employee of the corporation or a committee established by the

7 board, except that an'employee may not exercise any power or duty under par. (b).

8 SECTION 3. 238.02 (4) (b) of the statutes is created to read:

9 | 238.02 (4) (b)\ The board shall hire a chief executive officer, who shall serve as
10 the corporation’s head administrator, a chief operating officer, and a chief financial
11 officer, all of whom shall serve at the pleasure of the board and receive such
12 compensation as may be determined by the board.

13 SECTION 4. 238.02 (4) (c) of the statutes is created to read:

14 238.02 (4) () The governor shall coordinate with the chief executive officer as

15 if the chief executive office ié t/}q:e \;\éégféry of a department in the executive branch
16 of state government th is appointed by the governor.

17 SECTION 5. 238.07 (1) of the statutes is amended to read:

18 238.07 (1) Annually, by January October 1, the board shall submit to the chief

19 clerk of each house of the legislature, for distribution to the legislature under s.
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1 13.172 (2), a report identifying the economic development projects that the board
2 intends to develop and implement during the current ealendar fiscal year.
5
(END)
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he bill also eliminates the requirements that WEDC make a biennial report
to the)Investment Board and that WEDC monitor compliance with position-opening
notification requirements by municipalities and certain companies and state
agencies.
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Analysis by the Legislative Reference Bureau

This bill makes several changes to the laws governing the operation of WEDC,
including the following:

Under current law, any power or duty assigned by law to WEDC is to be
exercised by the board of WEDC (board), unless the board delegates the power or
duty to a WEDC employee. The bill further authorizes the board to delegate any
power or duty to a committee created by the board.

Also under current law, the governor appoints the chief executive officer of
WEDC with the advice and consent of the senate, and the chief executive officer
serves at the pleasure of the governor. Under the bill, the board, not the governor,
is required to hire the chief executive officer of WEDC. The bill also requires the
board to hire a chief operating officer and a chief financial officer for WEDC. Under
the bill, the chief executive officer, chief operating officer, and chief financial officer
all serve at the pleasure of the board. The bill requires the governor to treat the chief
executive officer of WEDC as if he or she were the secretary of a department in the
executive branch of state government appointed by the governor.

The bill also eliminates the requirements that WEDC make a biennial report
to the State of Wisconsin Investment Board and that WEDC monitor compliance
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with position—-opening notification requirements by municipalities and certain
companies and state agencies. ”

' The people of the state of Wisconsin, represented in senate and assembly, do

enact as follows:

SECTION 1. 238.02 (3) of the statutes is repealed.

SECTION 2. 238.02 (4) of the statutes is renumbered 238.02 (4) (a) and amended
to read:

238.02 (4) (a) All powers and duties assigned to the corporation under this
chapter shall be exercised or carried out by the board, unless the board delegates the
power or duty to an employee of the corporation or a committee established by the

board, except that an employee may not exercise any power or duty under par. (b).

SECTION 3. 238.02 (4) (b) of the statutes is created to read:

238.02 (4) (b) The board shall hire a chief executive officer, who shall serve as
the corporation’s head administrator, a chief operating officer, and a chief financial
officer, all of whom shall serve at the pleasure of the board and receive such
compensation as may be determined by the board.

SECTION 4. 238.02 (4) (c) of the statutes is created to read:

238.02 (4) (c) The governor shall coordinate with the chief executive officer as
if the chief executive officer were the secretary of a department in‘the executive
branch of state government who is appointed by the governor.

SECTION 5. 238.07 (1) of the statutes is amended to read:

238.07 (1) Annually, by January October 1, the board shall submit to the chief
clerk of each house of the legislature, for distribution to the legislature under s.
13.172 (2), a report identifying the economic development projects that the board

intends to develop and implement during the current ealendar fiscal year.
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SECTION 6
SECTION 6. 238.125 of the statutes is repealed.
SECTION 7. 238.26 of the statutes is repealed.

(END)



