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WISCONSIN STATE REPRESENTATIVE 4 89™ ASSEMBLY DISTRICT
Co-Chair, Joint Commitiee on Finance

FOR IMMEDIATE RELEASE November 10, 2020
Contact: Representative John Nygren (608) 266-2343

Rep. Nygren Plans to Introduce Legislation Ending UI Backlog, Require I'T Upgrades

Madison--State Representative John Nygren (R-Marinette), Co-Chair of the Joint Committee on
Finance, released the following statement following an analysis by the nonpartisan Legislative Fiscal
Bureau that determined Gov. Evers does not need legislative approval to initiate an upgrade to the
unemployment insurance program’s I'T system:

“Here we are, nearly two years into the Evers’ administration and he is still sitting on his hands as
tens of thousands unemployed continue to wait in the unemployment backlog twilight zone.” Rep.
Nygren said. “Even though his former workforce secretary contradicted him, Gov. Evers has been
blaming an [T system for his failures. The nonpartisan Fiscal Bureau’s analysis finds that Gov.
Evers’ administration could have initiated this project at any time. Eight months afier unemployment
claims spiked, Gov. Evers still has no plan to address the backlog.”

Although former Secretary Frostman admitted Ul benefits system is not the biggest issue behind the
backlog, Gov. Evers continues to blame IT systems for the backlog. At the same time, Gov. Evers
has not used the authority delegated to his administration to begin IT upgrades.

While Republicans have offered countless suggestions to address the unemployment backlog, after
eight months Gov. Evers still has no plan. In response to Gov. Evers’ inaction, Rep. Nygren plans to
introduce legislation that would require the Governor to eliminate the backlog and upgrade the IT
system with legislative oversight among other improvements to help struggling Wisconsinites. Rep.
Nygren has already called for an audit of the Ul program.

Documents show the Evers® administration received presentations from companies that upgrade [T
systems throughout the nation over a year ago. As the attached memo shows, Gov. Evers may
prioritize existing resources to initiate an unemployment benefits system upgrade. Gov. Evers has
had this ability since the day he took office. If he believed funding was an issue, his agency did not
even request funds in their agency budget request submitted in September of this year.

1t is way past time for action. The time it takes to get payments to the unemployed in Wisconsin is
one of the worst in the nation. The average time to get the first regular UI payment to a claimant has
increased over 50% since May. At the pace the Evers’ administration is working through the
backlog, it will take over a year to eliminate it. The Governor has stated he thinks this is a “good
place” for the unemployed.
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November 4, 2020

TO: Representative John Nygren
Room 308 East, State Capitol

FROM: Ryan Horton, Fiscal Analyst

SUBJECT: Unemployment Insurance Benefits System Replacement Financing Questions

As you requested, the following paragraphs provide additional information on your questions
regarding financing the replacement of the Department of Workforce Development's (DWD)
unemployment insurance (UT) benefits system.

1. What current appropriations could be used to fund the replacement of DWD's UI
benefits system?

See the attachment for a list of appropriations that could potentially be used to fund UI
information technology (IT) expenditures. For appropriations with regular revenues or expenditure
authority, the column under "Notes" discusses the expenditures allowed in each appropriation as
provided by statute.

2. What revenues could be used for the replacement costs of the Ul benefits system and
how much in revenue is available each year from the revenue sources for the project?

See the attachment for revenues sources and closing balances for 2019-20. Highlighted
appropriations indicate that these appropriations have relatively stable, ongoing revenues.

Federal "Reed Act" revenue is referenced in two instances in the attachment. Federal law
restricts states to using Reed Act distributions to cover the cost of state Ul benefits, employment
services (ES), labor market information, and administration of state Ul and ES programs. In March
2002, the Job Creation and Worker Assistance Act provided for a one-time special Reed Act
distribution of $8 billion to state UI Trust Fund accounts {Wisconsin received $166.2 million). The
American Recovery and Reinvestment Act (ARRA) of 2009 designated a total of $500 million for
the administration of state Ul programs. The 2009 transfer, from the federal Employment Security
Administration Account (ESAA) to the states” UI Trust Fund accounts, was made using Reed Act
distribution calculations. Currently, DWD has $1,607,328 in ARRA ESAA funding that remains in



the UT Trust Fund. The continuing budget authority for these federal administrative funds is carried
in the appropriation under s. 20.445 (1)(nd) for DWD's Division of Employment and Training, as
specified by the Legislature in the 2009-11 budget act. Legislative action is likely required to move
the budget authority for these funds to the DWD appropriation under s. 20.445 (1)(n), so as to
accommodate UT administrative expenditures.

3. Could the master lease program be used to finance the Ul benefits system replacement
project?

The Department of Administration (DOA) administers both the state's procurement process
and master lease program. The master lease program is an alternative financing mechanism that is
available to state agencies to fund large procurements over a specified period of time, rather than
funding such procurements with significant short-term commitments of other appropriations and
revenues.

Procurement Process. DOA is responsible for purchasing necessary materials, supplies,
equipment, personal property, miscellancous capital, contractual services, and other consumable
items for agencies. Although DOA is the state's primary purchasing authority, the Department is
permitted to delegate such authority to state agencies. The Department of Workforce Development
is one such delegated agency, meaning that DWD employs a designated purchasing agent and staft
to implement procurement laws and conduct agency-specific procurement solicitations.

Under the standard delegated purchasing agreement with DOA, a delegated agency assumes
responsibility for: (a) bidding of commodities and printing for any dollar amount unless the purchase
is covered by a statewide mandatory contract; (b) bidding of contractual services under $50,000
unless the services would be covered under a statewide mandatory contract; (¢) bidding of
contractual services over $50,000 unless covered by a statewide mandatory contract, following the
submittal and approval of a procurement plan; (d) issuing requests for proposals of any dollar amount
following the submittal and approval of a procurement plan; (e) waiving the bidding process for
commodities and contractual services of $25,000 or less, except printing, motor vehicle purchases,
and legal services; (f) administering the purchasing card program and ensuring proper usage controls;
(g) bidding and administering any statewide contract that is mutually agreed upon by DOA and the
agency; (h) utilizing optional contracts when applicable; and (i) establishing agency-specific policies
and procedures for procurements that meet or exceed those contained in the state procurement
manual.

It should be noted that, under s. 16.71(1)(m) of the statutes, no agency (other than the
University of Wisconsin System) may enter into a contract related to 1T prior to the review and
approval of the contract by DOA. Further, under s. 16.973(13) of the statutes, large, high-risk I'T
projects or those with a projected cost over $1.0 million are subject to additional requirements, such
as specifying in contracts with vendors that DOA be allowed to review amendments that would
change the scope of'the contract or increase the price.

Further, purchases are subject to procedures provided under state statute, administrative rules,
and the state procurement manual. For example, projects over $50,000 must be awarded through a
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competitive negotiation (request for proposal) process. However, agencies may receive a waiver
from the competitive negotiation process if certain considerations or circumstances preclude bidding,
including: (a) uniqueness, when a product or service is only available from one supplier; (b) patent
ot proprietary, when the features of a product or service are available only from one source; (c)
intrinsic value, when a product has historic, artistic, or educational value; (d) substantial time
pressure, when a time pressure exists beyond the agency's control; and (e) an emergency, in which
risk of human suffering or damage to state property require immediate action. For projects over
$25,000, a waiver requires the approval of either the Governor or the Secretary of DOA, depending
on the type of waiver requested.

Masier Lease Program. The state master lease program was created in 1992 to acquire
equipment for state agencies through installment payments. In 1994, the program was expanded to
include, in limited circumstances, the acquisition of prepaid services. Examples of current leased
items include the state's accounting system, expansion of the state's central mainframe computer,
and various information technology items. The state's obligation to make lease payments is not a
general obligation debt of the state, but rather the payments are subject to the annual appropriation
of funds sufficient to cover the costs of the annual lease payments.

The program implements a two-phased financing structure: (2) the financing of all leased
items with proceeds from a revolving line of credit for which the state pays interest based on a
variable taxable interest rate; and (b) the state, at various times, issues certificates of participation to
refinance the revolving credit with a fixed rate and most often tax-exempt financing.

The master lease program is administered through DOA and is available for all state agencies,
and any association, society, or other body of the state entitled to expend appropriated funds,
including the Legislature and Courts. Under the master lease program, state agencies submit requests
to DOA for approval. The Department's review includes a determination as to whether lease
financing is the best alternative for acquiring the equipment and the state agency has the resources
to make the required lease payments. An agency's master lease payments are not included in the state
budget as a separate line item, but rather are included with other expenditures in one or more of an
agency's existing appropriations.

From July, 2014, through December, 2019, $157.9 million of master lease funding was
approved by DOA, of which 90% ($142.1 million) was related to 28 information technology
projects. During the same time period, state agencies made $154.4 million in master lease payments,
including repayment of principal, interest, and administrative fees. As of December, 2019, $88.6
million in certificates of participation was outstanding.

It should be noted that DWD assumes a Ul benefit system upgrade project could cost between
$48 million and $70 million. It is also thought the development of a new Ul benefits system would
require both a substantial period of planning prior to executing a purchase, as well as funding to
complete such processes. Once a purchase agreement is in effect, it is not immediately clear how
long a master lease term would last for such a purchase and what DWD's annual cost would be.
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4. In addition to current revenues, could DWD request a 13.101(4) transfer into one or
more of their appropriation accounts to fund the project through a master lease if
approved?

A s. 13.101(4) request may be made for the Joint Committee on Finance to transfer between
two appropriations, two fiscal years of the same biennium, or between an appropriation of one
agency and an appropriation of a different agency "if the committee finds...more efficient and
effective methods for performing programs will result” or if the Committee finds that "legislative
intent will be more effectively carried out because of such transfer, if legislative intent will not be
changed as the result of such transfer and the purposes for which the transfer is requested have been
authorized or directed by the legislature." The Joint Committee on Finance under s. 13.101(3) may
also supplement PR or SEG appropriations from available balances, or supplement GPR
appropriations from amounts approptiated to the Committee under s. 20.865(4)(a), if an unforeseen
emergency exists or funding is otherwise insufficient to accomplish the purposes for which the
appropriation is made. The Committee must find an emergency exists, no funds are available for
such purposes, and the purposes for which a supplemental appropriation have been requested have
been authorized or directed by the Legislature.

Assuming that these statutory requirements are satisfied by the request, and an appropriation
account with an adequate unencumbered balance is found, the Joint Commitiee on Finance may
approve such a transfer or supplement if funding to pay master lease costs is required in 2020-21.
However, if the Committee takes action under s. 13.101, it would be incumbent on the Legislature
during the budget process to approve monies in subsequent biennia sufficient to fulfill the annual
master lease costs over its term.

RH/1b
Attachment
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